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Study on Rural Credit and Savingg / Part IV / Conclusions
I. Introduction

Slightly fewer than half of the Republic of Kazakstan’s 17 million people live in rural areas. They
reside in more than 8,000 village and settlements and are most densely concentrated in the southern and
northern oblast (with 3-10.5 person/sq. km).

The Rural Sector

Since 1991 agricultural activity has declined by more than half. Yet the sector remains critical to the
economy, generating about 14 percent of GDP in 1995. In 1995 the Ministry of Agriculture estimated
that 80 percent of all farms were unprofitable, as were many non-farm rural enterprises. The terms of
trade for the sector as a whole have deteriorated. Most farms, whether restructured or not, have seen a
marked decline in their liquidity, value and profitability. Machinery has not been renewed, livestock
have been disposed of or are in poor condition, and fixed assets have become dilapidated. Many farms
are unable to maintain their current level of operations.

The majority of privatized farms that have not been restructured are unprofitable. Until farms become
profitable their ability to obtain credit will remain severely constrained. Many large farms are
encumbered by past due debts, too many employees and shareholders, social costs, inadequate
machinery, lack of control over storage facilities, and restricted marketing outlets. In addition, many
farmers find that the only way to finance their working capital is to contract their future crops by
selling them before harvest. To date, few farms have managed to generate sufficient cash flow to
finance their working capital, and most barter their rights to future produce to obtain inputs.

Problems affecting agriculture-lack of financing, lack of raw materials and inputs, lack of markets and
the general decline in income and employment opportunities -- also affect rural non-farm enterprises.
The very existence of rural communities is threatened unless the agricultural sector can be stabilized
and nurtured to grow again. Resuscitating the rural economy is, therefore, a major issue for the
government. Development of a thriving private, market-based agriculture is seen as the main element
in rural revitalization and, indeed, as the starting point for broader economic recovery and human
development.

The Banking Sector

The banking sector of Kazakstan has huge accumulated bad debts, leading to decapitalization and
deterioration of the banks’ capital and liquidity. The government’s financial sector reform relieved
banks of bad loans that were originally issued in response to instructions from various government
authorities and which the banks were unable to workout because of the size of the debtors, the nature of
the activities financed, and the social impact of foreclosure and liquidation of debtors' assets. A
substantial portion of these loans has been transferred to special debt resolution entities.

Loan collection remains a key problem. This is due to unexpected distress of borrowers, but often also
to willful default. In 1995 significant progress was made in improving property rights legislation. In
1996 attention shifted to making these rights enforceable through reporting and registration systems and
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judicial reform. However, several provisions of the draft law on bankruptcy are likely to jeopardize
rights of secured creditors. The draft law curtails the rights of a secured creditor in a liquidation and
fails to give them sufficient voice in voting procedures among creditors. Further, the draft law
threatens the validity of sales of property seized from a corporation less than four months prior to
bankruptcy.

Formal Rural Finance

Commercial banks. Formal rural financial services in Kazakstan are provided by Kazagroprom Bank,
Narodny Bank, certain other and much smaller banks, several donor-funded activities and the
Agricultural Support Fund. During the Study the Consultants visited the head offices of eight banks
and 15 of their rural branches. All institutions exhibit the same basic weaknesses: lack of knowledge in
financial and funds management, inability to assess the risks associated with project finance, lack of
technical expertise in term lending, inexperience in portfolio management and inconsistent supervision
and monitoring of portfolio. Sustainability of a financial institution relies on the ability to manage
liquidity, interest rate risk and product pricing.

Transition from a command economy to a market-oriented one has hit rural communities hard, yet
rural bank branches are reluctant to change. This is partly due to discomfort with the emerging private
sector and to lack of loanable funds. Falling output, reduced banking services in general, the absence
of financial intermediation in rural areas in particular, and the reduction of government subsidy have
created a severe rural liquidity problem, reinforcing the dependence of the rural population on
government supplied goods, services, and inputs. With resource limitations, banks have little incentive
or ability to expand their client base. The low volume, high risk and costly servicing of rural branches
have led many banks to close branches. Banks still operating in rural areas have had to reduce their
lending; many are simply processing money transfers.

When funds are available, they tend to go to established customers and better known enterprises. The
Governor of each oblast plays an important role in the distribution of credit. Political connection to the
Governor is important for any farm or business that wishes to do business outside of its respective
oblast and to receive quasi-directed credits from government bodies such as the Agricultural Support
Fund. Oblast administrations have reportedly used strong-arm tactics to force private banks to lend to
unqualified borrowers.

Interest rates remain high in real terms as banks seek to rebuild capital and as funds are scarce. The
impact of high real rates of interest on loans varies greatly across the farm sector. In general their
impact is to discourage borrowing, which is consistent with the quest for stable monetary aggregates.
Large farms are likely to suffer most because much of their operation is monetized and credit would
normally be used to cover many of the costs of getting from harvest to harvest. Small farms are likely
to want to borrow proportionately less because their overheads are lower.and because family labor does
not have to be paid monthly. As a generalization, the purposes for which a small farmer would want to
borrow, as for seeds, fertilizer and some fuel would tend to represent a smaller proportion of the value
of the crop than for the same crop grown on a large farm.
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Savings mobilization. There is reported to be substantial savings throughout the country that are not
deposited in banks due to distrust, low rates of return and reluctance to be subjected to scrutiny by the
tax authorities. These savings are held in non-monetary assets. Lack of public trust in banks is by the
far the greatest constraint to mobilizing savings and affects the whole banking sector. Citizens will
deposit their savings only when they have trust in the banking system, a particular banking institution
and in the broader political and economic system. Public wariness is not unwarranted, as several
recent bank failures testify. The development of savings mobilization by non-banks is prohibited by
law. As a result, the opportunity for financial intermediation across whole communities is not realized.
If non-banks such as non-governmental organizations (NGOs) could mobilize savings and if credit
access were tied to a savings requirement, savings could be mobilized but there would be an obligation
to guarantee full and immediate access to those savings by the depositors, except where the savings
were pledged against a loan.

Institutional alternatives. Banks can provide a limited range of financial services in rural areas by
expanding their branch networks and by using mobile banking units. The outreach and sustainability of
there efforts are constrained by the high costs of staffing, and by the necessary use of procedures
consistent with the bank’s systems of operations. In addition, the volume of business in many rural
areas is often insufficient to cover the overhead costs of banks operating in these communities.

Development is accelerated when financial services cover a broad spectrum of sizes of financial
transactions, a whole range of sector activities and across the entire population from sparsely populated
to densely populated rural areas. These services need to encompass enterprises as well as households.
It is not advisable to provide such a broad range¢ of services through a single type of financial
institutions. It is better to have an overlapping of services among institutions to encourage, through
competition, more efficiency in the provision of services. Alternative financing mechanisms would
free-up working capital for purchase of inputs and fixed assets, would limit reliance on banks for
financing, and would provide opportunities for establishment of farm support services critical for a
properly functioning agricultural sector.

Informal finance provides small-scale rural financial services but tends to be limited to small, short-
term loans. The roles and usefulness of both informal and formal suppliers of financial services are
increasingly recognized. There needs to be a process by which alternative suppliers, such as credit
unions (CUs) and NGOs, are given the opportunities and incentives to organize groups and
associations. These organizations have a cost structure different from banks that allow them to be
competitive in rural communities. They are able to provide effective and wide reaching rural financial
services through operating and financial links with urban financial institutions.

Credit unions may succeed if they are established as a result of the efforts of the community in which
they are located. They will fail if imposed on a community or established to meet target or project
objectives as means of channeling targeted credit to end-users. Properly established and supervised,
CUs are an efficient way of providing a broad range of smaller-scale saving and lending services to
small groups. They also provide healthy competition for banks, resulting in generally better financial
services for rural communities. Formation of a CU system should be a long term goal in the rural
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financial policy of the NBRK. The Consultants’ Project Proposal lists specific stages of implementation
that will enable CUs to have a lasting effect on rural financial intermediation.

Small and Microenterprise

Informal estimates suggest that private sector output accounts for 20 percent of Kazakstan's GDP.
Statistics on the small and medium enterprise sector are scanty, not entirely reliable and refer only to
formal firms. The importance of small and microenterprise is not well recognized. While the viability
of larger enterprises is in some doubt as a result of the loss of markets arising from the dissolution of
the Soviet Union, demand for many items continues, although on a lesser scale. Small and
microenterprise may profit from the opportunity presented by the lower volume of production. Where
quality is less of a concern than availability, consumer tolerance of lower standards facilitates small
enterprise. The sector's biggest contribution lies in perishable farm produce, market trading and small
convenience stores and kiosks for everyday items, services by plumbers, electricians, carpenters, and
minor repair services for shoes, watches, electrical appliances, and for vehicle repair and maintenance.

Considerable funds have been provided by international and bilateral organizations for advice on policy
and legal issues related to small and medium enterprise development and for training, business advice
and consulting services. Much of this effort is concentrated in major cities. Microenterprise,
especially rural microenterprise, does not attract much attention.

The market in which small and microenterprises work is a pocket market close to the producer/trader
base and suited to the volume of product offered. Small and micro-entrepreneurs are not restrained by
lack of initiative but by the low incremental benefits of moving farther afield. Their costs in cash and
time must be rewarded by a higher price in the distant market. Entrepreneurs with products that
warrant the additional cost will travel beyond the immediate market.

Credit reaching the lower end of the small business sector is delivered by domestic NGOs in association
with international NGOs which provide funds and act as catalysts for the development of the borrower
constituencies. [Each international NGO follows a similar pattern although there are variations in
duration and supplementary training and orientation programs that reflect the special interests of the
donor-humanitarian outreach, rehabilitation of the disabled, or environmental concerns, for example.

Commercial bank enthusiasm for micro credit is thin, even more so for disadvantaged groups.
However, most NGOs were created specifically with the disadvantaged in mind and with specific
objectives related to their betterment. Banks are unlikely to show much enthusiasm until it is
demonstrated that the disadvantaged have skills, initiative and discipline. There is little to be gained
from obliging unwilling and unconvinced institutions to lend where their intuition tells them not to,
since an unwilling participant lacks the dedication needed for success. In the initial phases of any
program that includes credit for the disadvantaged it would be preferable to enlist the assistance of
NGOs since they are committed.

NGOs active in credit in Kazakstan make a special effort to attend to the disadvantaged and to do so in
a manner that ensures participation without alienating the remainder of the community. UNDP
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supports programs for women but Mercy Corps and VOCA would describe their approach as
responding to needs without highlighting any group as being in greater need. Both actively encourage
women and the very poor to participate. HIVOS does not discriminate by sex, although it offers single
mothers and very poor women specialized assistance. HIVOS seeks to give their clients self-respect,
self-reliance and a standing in the community based upon recognition of an ability rather than a
disability.

Supporters of assistance to small and microenterprises would elicit a more favorable reaction from the
unconvinced if they were able to demonstrate more specifically the areas in which such enterprises can
contribute significantly. Concrete evidence of opportunity, benefit and sustainability is lacking.

Recommendations for a Proposed Project

The Project Proposal developed by the Consultants aims to help build an environment favorable to
private enterprise in rural areas, to return insolvent farms to viable operations supported by sustainable
credit delivery systems that reach into small communities, to foster the growth of small and
microenterprises and to offer the disadvantaged an equitable opportunity to prosper.

The objectives of the Project are:

e to assist privatization in selected rural areas through a range of policy measures, market
development initiatives and credit operations;

e to improve the effectiveness of the farm restructuring program and reduce the level of
subsidy to the agricultural sector;

e to stimulate rural private enterprise in general and growth in small and micro-enterprise in
particular, for income generation and employment creation; and

e to develop experience, policy and practices that can serve as a basis for the design and
implementation of others.

The targeted beneficiaries include

privatized farms,

private agribusiness,

small and micro rural enterprises in all sectors, and
the unemployed and other disadvantaged groups.

The principal components are:

e establishment of a rural development trust for donor funds supporting rural enterprise and
provision of technical services;

¢ support for the ongoing farm insolvency and debt restructuring program through debt work-
out plans for individual farms;

T.A. No. 2449-KAZ 5
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o commercial credit delivered through participating banks, NGOs and traders, allied to
savings mobilization and introduction of new security instruments directed at breaking the
overdue receivables circle and releasing assets that could serve as loan security;

e formulation of policy and support for development of wholesale marketing, a marketing
information system and revitalizing the inputs supply chain;

o fostering initiatives in agricultural extension, veterinary services, farm machinery hire and
business advice and training for the private sector; and

e formulation of enabling legislation and the subsequent development of credit unions to build
upon the foundation of existing groups and associations as a means of ensuring resource
mobilization in support of local enterprise.

T.A. No. 2449-KAZ ' 3
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II. Minutes of the Tripartite Meeting
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DRAFT FOR COMMENT

Study on Rural Credit and Savings (TA No. 24495-KA2)
- Minutes of Final Tripartite Mesting ~

1. A Tripartite Meeting for the captioned TA was held on 10 January 1997 at the National
Bank of Kazakstan (NBK). The Meeting was attended by personnel of the Ministry of Economy,
the Ministry of Agricuiture, and Agroprombank (APB), in addition to senior NBK personnhel, the
Consultant, and the ADB Mission (a list of persons attending the Meeting is attached). The
Consultant had distributed a draft final report in both Russian and English in early December
1996. The following minutes summarize the Meeting discussion.

2. The Meeting Chairman (Mr. Saldenov) opened the Meeting by requesting a summary of
the TA. The ADB Mission began by explaining that the Rural Credit TA was the third TA provided
for the agriculture sector. The purpose of these TAs is to assist the Government in formulating
agricultural reform policies and in monitoring the impacts of these policies. The Rural Credit TA
was expected to assist in the preparation of a plan to develop rural credit and savings. This plan
is a component of the ongoing ADB-financed Agriculture Sector Program. In addition, the
Consuitant’s proposal is an important first step in preparing the proposed 1898 project for Farm
Restructuring and Development. For these reasons, the Mission hoped that the Meeting would
provide an open and frank discussion of the Consultant’s proposal for a rural credit and savings
project. ~ :

3. The Consultant briefly summarized the problems of the agricuitural and rural economies
which have led to a retrenchment of rural financial services. The state and commercial banks are
reluctant to lend to agriculture because of past arrears, as well as the perception that farms have
limited capacity to repay new debt. The lack of savings mobilization by banks also limits the
resources available for lending. The TA's field surveys provide evidence which challenges the
conventional view that rural communities are too poor to save; significant savings do occur, but
these are rarely deposited in banks because of factors such as the lack of services, artificiaily
low interest rates, and mistrust of the banks.

4, The above analysis has led 1o the TA's recornmendations for further financial sector policy
reforms, institutional strengthening, and training of bank staff. In addition, a major recommenda-
tion is that the Government should support the potentlal roles of indigenous non-governmental
organizations (NGOs) and private credit unions in savings mobilization and small-scale rural
lending. The Draft Decree on Credit Unions contained in Part | of the final report is based upon
standard procedures adopted in many.developed and developing countries, and is viewed as
an important part ot the TA's proposal for a rural credit project.

5. Foliowing a briet summary by the Chairman, the Meeting participants were invited to
comment on the Consultant's report and proposais.

6. The APB representative agreed in principle with the TA’s proposals, but felt that credit
unions and NGO roles are not immaediate needs in Kazakstan, but rather shouid be developed
over the longer-run. The Consultant responded that there seemed to be agreement among the
banks and the consuitants both about the nature of existing problems in rural finance and about
the future situation that is desired. The unresolved issue lies in the processes through which the
existing problems should be soived. Fundamaenital changes are needed in the ways the banks
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do business. This will require considerable training of bank staff, particularly in regard to the
investment and cash flow analysis required for term lending. In addition, credit unions and NGOs
can provide tinancial services to the poor who would not normally be attractive customers for
commercial banks. The credit union model proposed in the report has been applied successfully
in Kazakstan with USAID and TACIS supponrt, in Russia and eastern Europe, and in numerous
other countries such as Bangladesh.

7. The ADB Mission added that given inherent risks of wheat farming and the present
depressed state of agriculture, the banks have sound reasons for not lending to farms.
Strengthening farm capacity for sound business management that would, in turn, justify bank
lending is equally important and wiil be a major focus of farm restructuring projects presently
being prepared by ADB and the World Bank.

8. The representative of the Ministry of Agriculture (MOA) agreed with the analysis contained
in the report. He noted that the Government Is addressing the needs of agriculture through the
Agriculture Support Fund (ASF). The ASF Is viewed as an easier and less bureaucratic means
of assisting tarms. Poor weather, such as in 1995, and constraints in marketing are the major
problems faced by farms. The highest levels of Government are now working to improve property
rights and MOA is also meking efforts to improve ASF repayment.

9. NBK staft commented that NGOs and credit unions would be a new approach in
Kazakstan, He asked whether the recent experience with credit unions in Kyrgyzstan wouid be
relevant in Kazakstan. The ADB Mission responded that small credit unions had been successful-
ly established on-a pilot basis under an ADB-financed TA in Kyrgyzstan. This approach will be
expanded in Kyrgyzstan under a proposed ADB-financed Rural Financial Institutions Project in
1997. Both the Consultant and the ADB Mission emphasized that credit unions would comple-
ment, not substitute for, the roles of the commercial banks by providing cost-effective services
to meet the needs of small savers and borrowers. At the same time, it was noted that the
seasonal working capital needs of Kazakstan's (arge wheat farms - often as much as $100,000
equivalent for seed and fuel - would be beyond the capacity ot small credit unions such as
those astablished in Kyrgyzstan. Suitably strengthened commercial banks must take the main
responsibility for serving the needs of the large farms, in parallel with efforts to strengthen the
management and business planning of the farms themsaelves.

10.  In regard to the ASF, the Consultant commented that, while the ASF can provide
important support to the agriculture sector, its lending role should be transferred to banks which
are better qualified for this purpose. The TA's assessment was that none of the 31 billion Tenge
which had been transferred from APB to the ASF has yet been repaid by farmers, which does
not bode well for the financial viability of the ASF mechanism.

11.  An explanation was requested about the rationale for choosing the three pilot oblasts for
the proposed project (Aimaty, Taldy Korgan, and South Kazakstan). These oblasts are viewed
as atypical since all are iocated in southeastern Kazakstan, and all have farming systems and
commercial activity which are unrepresentative of the country as a whole. The Consuitant repiled
that South Kazakstan was chosen to link the credit project to the proposed ADB-financed Water
Resources Management and Land Improvemsnt Project. Because of the nature of the farms and
local markets, it was also felt that these oblasts offer good near-term potential for establishing
credit unions and viable bank lending to agriculture. The ADB Mission added that the choice of



oblasts is very preliminary; final selection will be made by the Government in consuitation with
ADB at a more advanced stage of project preparation.

12. The Chairman requested an explanation of the linkage between ADB's Agriculture Sector
Program (ASP) and the subsequent farm restructuring project. The ADB Mission responded that
the ASP is intended to provide the policy environment necassary for market-led agricuitural
growth and for the success of a project to directly assist farms. The two TAs attached to the ASP
are providing considerabie information on the agriculture sector that will facilitate the preparation

of the proposed projact.

13.  In ragard to the Draft Decree on Credit Unions, it was asked whether the existing Credit
Partnership Law already provided an adequate legal framework. The Consuitant responded that
the Draft Decree provided a more comprehensive basis for credit union establishment following
laws adopted in othar countries. Nonetheless, the Draft Decree Is just that -- a draft -- and may
need further refinement to suit the Kazakstan situation.

14. The Chairman beiieved that Kazakstan should learn from the credit union experiences of
other countries. He added that the ASF is viewed as a temporary intervention, not a long-run
measure. On-lending of ASP funds through the banks was viewed by the Government as
successful. Thus, the proposed project need not focus on retraining of bank staff. But the project
should focus on credit unions in order to create a range of bank and non-bank financial services.
He continued by asking about the role for equipment leasing as a further source of non-bank
support to agriculture. The Consuitant responded that new approaches such as leasing and
warehouse receipts are alternatives to bank loans that are important in market economies. These
approaches deserve attention in Kazakstan.

15,  The Chairman conciuded the Meeting by requesting further written comments on the
Consultant's report from the participants. He assured that consolidated comments would be
provided to the Consultant and ADB by 20 January 1997. The ADB Misslon said that this would
be greatly appreciated, as the comments would provide an important Input during the prepara-
tion of the proposed farm restructuring project.
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NATIONAL BANK OF THE REPUBLIC OF KAZAKSTAN

_Mz.R Cossman, DAI (USA)
Asian Development Bank

The National Bank of the Republic of Kazakstan takes an opportunity to express its
sincere respect and gratitude to Your Agency tor implemented activities. Having re-
viewed the Draft Final Report 'Rural Credit and Savings Studies' altogether with
authorized agencies, the National Bank of the Republic of Kazakstan considers to be
vital to dwell on some points are to be. worked out thoroughly:

1) Part L. '‘Rural Financing"
Chanter 7./Status of specialized rural stakehold

Implementation of ADB recommendations envisages introduction of changes into the
Presidential Decree of the Republic of Kazakstan, having the force of Law 'concerning
Banks and Banking Activities in the Republic of Kazakstan' as in the above men-
tioned legislative act the establishment of 'Rural banks of I level' or the banks of II
level with limited liability are not provided. And it is also not envisaged in this legis-
lative act the altcration of existing institutional capacity for the banks of II level, in
particular, ‘Status on prudential norms'’. Besides, the submitted prudential regulation
for these bank institutions envisages deviation from Bank Supervision Standards es-
tablished by Basel Committee. The proposal concerning operational and financial
support to viable state bank, having rural offices (here People's Savings Bank of the
Republic of Kazakstan) contradicts to the allocation terms of the second tranch of the
World Bank.

2 Part I, "Micro-financing’

Legal Status issues, the so-called 'domestic scientific and production associations’
were poorly studied. It was mainly focused on their terms of reference. In connection

with this the revise of registration variants of such agencies in accordance with the

Civil Code of the Republic of Kazakstan and current Legislation was impeded as it

was proposed to issue credit not only to credit associations but to scientific and pro-

duction associations.

3) Part IIL 'Project Recommensdations’

The recommendations concerning the establishment of 'Trust', which will be financ-

ing the agricultural production development under the National Bank of the Republic

of Kazakstan will also require introduction of changes into the current legislation. To

our viewpoint such body may have the status of the independent legal entity, but not
under the National Bank of the Republic of Kazakstan.

4) As the local bank staff has sufficient qualification level in the arca of pr?j?ct fi-
nancing we consider this to be possible excluding the point concerning the training of



specialists and to focus mainly on the establishment in practice of credit associations,
taking into consideration the current legislation of the Republic of Kazakstan.

S) The submitted report in Russian has some drawbacks in terms of its interpretation
and transiation.

6) We submit the remarks and recommendations of Kazak Joint-Stock Agro-industrial

Bank (3 pages), Ministry of Agriculture of the Republic of Kazakstan (1 page), Minis-
try of Economy of the Republic of Kazakstan (1 page). ‘

With respect,

Vice-President - ~ A.Saidenov
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NATIONAL BANK OF KAZAKSTAN
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A3RaTCKOMY
Banxy PapuTHS

r-uy P. Koccmany, DAI (CHIA)

Haumosamsusni Gark PecryGmaxu Kasaxcrad fo/B3yach NpeJCTaB/IEHHOH
BO3MOXKHOCTBIO Bhip&KaeT Bamel oprasdsanmm HCKpPeHHEC YBaXeHHe H Iiyboxyo
NPH3HATENLHOCTh 38 MHPOBEASHHYIO PaboTy. PaccMOTpes MPOCKT OKOHYATE/BHOIO OTYETa
“HUccncaosanns no arpapHOMY ' KPeAHTOBAHHIO H COepexeHMAM' COBMECTHO C
yTio/iHOMOYEHHbIMM BenoMcTBaMH, HaumoHansHeiA 6aHk Kasaxcrana cuHTaeTr ocoleHHO
BaOKMBIM OCTAHOBHTLCA HA HCKOTOPhIX MOMCHTaX, XOTOphle HAa Ham B3rnan, Tpedyror
Gonee TMaTenbHOA MpopaGoTu:

1) Yacrs 1. “Ceabcxoe punaticuposanue”
ra,7 [lonaoxeun crenHax BaHHLIM GHHAHCO noc¢ KaM 118 cena

BuainonHeHue pexomeHmanMiA ABP npeanonaraet BHeceHHe H3MEHeHHMA B YKa3
Mpesunenta PecoyGiuxu Kasaxcran, meeromnit cuny 3akoHa “O GaHkax ¥ 6aHKOBCKOH
JeaTenpHOCTH 8 PecryGimke KazaxctaH”, Tak kax BaOlleCKa3aHHRIM 3aKOHOHATESIbHAM
aKTOM He MPEXYCMOTPEHO CO3JaHHe “cenpcKHX 6ankoB BTOpOro ypoBHA™ HinH GaHkos
BTOPOTO YPOBHA C O[PSHWYCHHOf- NCATCABHOCTHIO H KaK CJICOCTBHE H3MCHEHHE
cywecraylomeA nopmaTuBHOH® Gasel W1s Gankos BTOpPOro YPOBHf, B YACTHOCTH B
"Tlonokenne © mpyaeHuMansHEMX HopmarthBax”. . Kpome Toro, mpemnaraemoc
NpYACHUHAIEHOE PErY/HPOBAHHC LA BAHHLIX GaHKOBCKHMX YIPEXIEHHHA IPeLyCNATPHBECT
OTXOR OT CTaHAapTOB mo GaHKOBCKOMY Han3OpYy YCTAHOBNCHHBIX basenncxum KommMrerom.
lMpeanoxensne 0  NPeNOCTaBJICHHH  OnepallMOHHOA ~ H  (QHHAHCOBOA  MOMOUWH
KuznecnocoOHOMY rocynapcTBeHHOMY GaHKy, Y KOTOpOro HMeIOTcs QHIMANEI B CEMBCKOR
MecTHOCTH (. umeetca B BHIOY Hapoausii cGeperatenssbit 6asik PecryGmuku Kaszaxcrasm)
MPOTHBOPCYKT YCNOBHAM BbUle/NeHHA BTOpOro TpaHwa Bcemuproro Gamka.

2) Yacers II. “Mukpobunancaponagne”

Cnabo oTpaKeHHK BOMPOCHI, KACAILUMCCA KPHAHEECKOTO CTaTyca, TaK Ha3biBaeMbIX
BHYTPEHHHX HAY4HO - MPOH3BOACTBCHHBIX 00beamHeHHA . BoNbine yAeneHO BHHMAHHA HX
LeAM H 3af1auyaM. B CBA3H C 3THM 3aTpydHeH8 npopaGoTka BAPHAHTOB DErHCTPALMH TAKHX
opranHiauui » ysaske ¢ ['paxnanckiM Koaexcom PecnyGmuxn Kasaxcrad ¥ AeficTBYIOUIMM
3AKOHOAATENBCTBOM IOCKO/BKY IIpegIaraeTcad BO3IMOAGIOCTh BRUIAYMH KPEAHTOB HE TONbLKO
KpenNTHEIM cOl03aM, Ho u camum HITO. : :

SOAWTIN A cme camms e 21 Wnktam .



3) Hacre 111 “IlpeanomeHHs npoexra”

Mpennoxkenus no cosnanuo “TpacTta”, 3aHuMalolmeroca GUHaHCHPOBAHHEM Pa3BHTHA
CeNbCKOXOo3aRcTBeHHOro npou3aoactsa npr HauwouansHom banke Pecmy6nmxu Kaszaxcrau
TakoKe noTpefyeT BHECEHHR H3MCHEHHA B AelCTBYIOINEe 3aKOHOIaTe/IbeTBO. Ha Halu B3rnax,
TaKkoHd OpraH MOXET HMETh CTATYC CaMOCTOATENIBHOrO IOPHIWYCCKOIO /IHIA, HO He NpH
HaumonanproM bauxe Pecrry6maxu Kazaxcran.

4 )B cBa3u ¢ MOCTATOMHEIM YPOBHEM NOATOTOBKE MECTHRIX GAHKOBCKMX Kafpos B offacTu
NpPOcKTHOro (PHHAHCHPOBAHMA CYHTACM BO3MOXMBIM HCKMIOTHTh MYHKT KacalOlIHHCA
ofyvenna cneusammucTos M yaenuth Gonbwie BHHMAaHMA CO3JAaHHIO  Ha NpaKkTHKE
KPCOMTHBIX COIO30B, C Y9eTOM LeACTBYIOLIEro 3aKoROAaTebCTBa Pecnty6auku Kasaxcran.

S ) MpcacTasneHunIf OTHCT HAa PYCCKOM A3bIKES He JHIICH oOnpeleneHHbX HENOCTATKOB B
4aCTH H3INOXKCHHA H Nepesofa.

6)[Tpunaraem 3aMeYaHHA H NpeAIOXCHHA Kasaxckoro AKUHOHEPHOTO ATpOMpOMBIUICHHOIO

6aHKa (3 nucra), MUHHCTSpCTBA cenpckoro xossfictBa Pecty6nuku Kaszaxcrau ( 1 nker),
MuHucTepeTBo Yxonommky PecryGaukn Kasaxcrau (1 auct).

C ymaxeHnem, . 1 '

3amectuTean Ilpeacenarens A. Caiinenor

-_/



To: National Bank of the Republic of Kazakstan,
Department for International Relations

From: Kazakh Joint Stock Agrolndustrial Bank

Date: January 20th, 1897

Number: 070123

Subject: Concerning Draft Report “Study on Rural Crediting and Savings”

Kazagroprombank (Kazakh Joint Stock Agrolndustrial Bank) has reviewed the draft
report “Study on Rural Crediting and Savings” and notes the following.

it is necessary to define more exactly the data from Table 1 “Remains and rates of

APB by saving institutions® (first volume of the report, chapter Ii, pg. 31).

We aiso inform that at present in the system of APB there are following current

rates for deposits:

In foreign currency (for legal entities and
individuais)

In tenge (for individuals)

maturity of deposit annual % type of deposit, annual %
(month) maturity
1 9 on call 15
2 10 from 3 to 6 months g2s
3 11 from 6 months to 1
4 12 year 30
5 13 over 1 year 35
6 14 pension deposit 40
7 15 children deposit 40
8 16
9 17
10 18
11 19
12 20
on call (for
individuais) ‘ 3




Upon ltem 83, There are now (as of January 20th, 1997) 11904 shareholders of
Kazagroprombank as a result of declared subscription for shares. The Bank has been
keeping monthly records for quantitative composition of shareholders on a regular basis

and possesses the data on quantitative composition of shareholders for the first day of
each month.

The register of shareholders has been made in accordance with current legislation

requirements and has been submitted for service to the Depository of National Bank
(10324 cards).

Upon item 88, Some figures provided in this item need to be defined more
precisely. Non-standard and non-profit credits in the Bank’s lending portfolio constitute
1010 thousand tenge or 44%, not 2,28 billion tenge, as it was specified, for the first of
April, 1998 in accordance with provided Table 6,.

Upon itern 96. In the previous year the Bank continued to decrease its
expenditures. The activities were conducted to conserve production units which were
under construction, sales of surplus commodities, vehic(es, as well as other construction
units which were not completed.

During 1996 the system's staff was reduced by 1043 people or by 26%. During the
year 11 non-prdﬂtable subsidiaries were closed. The Board of the Bank also made the
decision to close 15 additional subsidiaries and now this process in under implementation.
In addition, in November and December of 1936 54 subsidiaries were transferred to
special regime that significantly limited their capability to function. So the questions on
expediency of their further functioning will be considered in the future.

On behalf of the Board of Bank the requirements have been tougﬁened to internal
audit services in the system at the level of oblast subsidiaries, as well as at the level of
Leading Bank. The requirements have been aiso toughened to structure subdivisions in
terms of strengthening of their functions of monitoring relative areas of banking activity.
The procedures on further compulsory monthly monitoring over bankipg transactions have
been imposed. |



During the year of 1996 audit services audited 211 Bank's subsidiaries, or over
90%.

Since April of 1996 Kazagroprombank has been obeying all the prudential norms
- and procedures as they established by Nationai Bank.

The assets which were obtained at auction by Kazagroprombank to conduct
sowing and harvesting campaings of the year of 1998 for the sum of 732 million tenge
were timely and fully repaid together with fees for the sum of 120.0 million tenge.

Taking in account final turnover (in the full volume of 200.2 million tenge) provisions
have been made for available lending portfolio for the first of January of 1997. This
portfolio consists of: |

standard credits -56.1%
non-standard -30.7%
non-satisfactory -6.5%
questionabie ‘ -1.6%
noﬁ-proﬁtable -5.1%

The Bank has developed interest policy which will regulate the procedure of
interest rates establishment by Banks' subsidiaries.

Developed by the Bank and approved on 27th of December, 1996 by the Bank’s
‘Council, credit policy envisions procedures on diversification of Bank’s lending portfolio.
This will aliow to the system to distribute all the risks among different market sectors.

Kazagroprombank, perceiving importance of staff training in accordance with
market economy requirements, directed 195 people to training courses to increase their
level of proficiency in 1996. For the year of 1997 the plan has been already approved to
train 500 people.

-~

Board of Bank, Chairman B.Z. Ziyabekov
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KA3AK AKITMOHEPAIK KA3AXCKMT AKHIUOHEPHAIY
. ATPOGHEPKBCIIITIK FAHKI HH’H ATPOTIPOMBHILTEHHbIH EAH]
(KASArPOOHEPKBCIIITIK EAHKI) (KA3ATPOITPOMBAHK)
430062, Amaart %‘Mm 3anxa nmx, 78 v, 480062, rmntg, 3amxu, 78
Teacou: 25 Tencdess: 25-76-81 ) Mlts. 25-76-81
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Tenass 251473 xAz\G suU ' Tenexs: 251475 k?i«c SU
20 auaaph.ieszrwmm-0701zés HalnoHanbHbiA GaHk
He Ne o o : . Pecnybnuxu Kaszaxcran
YnpasneHue mexayHapoaHbIX
OTHOWEHHHA

0 npoexre oT4eTa .
"HccnenosaHuA NMo arpapHoMy
KPEANUTOBaHHD H COepexeHHAM"
KasarponpoMbaHk, pacCcMOTPEB POEKT oTyeTa "MccnefposaHuA Mo
arpapHoMy KpPeAMTOBaHHD H COEpexeHHsAM" OTMEeYaeT cJegyomee.
B nepsom TOMe oTyeTa BO Il paspene HEOOXOAWMO YTOYHWTL [aH-
- Hye tabadus N 1 (ctp.31) "OcTaTkd W cTaBxd AllB no nHCTHTyTam cbe-
pexeHun”. '
OnHOBpPEMEHHO coofmaeM, YTO B HacCTOAMUA MOMEHT B CHCTeme Ka-
sarponpombaika QEHCTBYDT ClnefynumHe CTaBKW MO AEno3uTaM:

no poctpebosaHHA
(onst OUBHYECKHX

B BamwoTe (ANA DPUANYECHHUX B retre (ana ¢uanyec-
U PUIMYECKHX MHU) KHX Ndy) '
CpoK BKAAN2 | %% Bua sxnaza | %%
(mecay) | ronoBbiX . CpOK . | rogoshix
| . I
1 ] 9 no soctpefoBaHHA | 15
2 | 10 oT 3 10 6 Mecsaues | 25
3 | 11 oT 6 Mec.zo 1 rona| 30
4 | 12 cBhme roja | 35
S | 13 NMEHCHOHHNH BrIAN | 40
6 | 14 -~ JeTcCkHe BraAAb | 40
. 7 | 15
8 1 16
9 | 17
10 | 18
41 | 19
12 | 20
|
l

9184
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flo n.83. B ¢BA3H C OODBABIEHHOA fIOANMMCKOH Ha akiiiM B HaCTOA-
mHi MoMeHT (Ha 20 smBapa 1997r.) 4MC/o akyuoHepos Kazarporpom-
6aHxa cocrasnAeT 11904. BaHKOM NOCTOAHHO SXEMECAYHO MPOH3IBOAHJICA
y4eT KO/MYeCTBEHHOI'G COCTaBa aKUHOHEpoBs H §aHK WMEeT CBEeAeHHA KO-
NMHYECTBEHHOro CoCTaBa aKUWOHEPOB Ha MEepBOe MHCNIO KaXAOro Mecsaua.

PeecTp axiWOHEpOB NpHBEdeH B COOTBETCTBHE C TpeboBaHHAMM
JEACTBYDWEro 3aKOHOZATENbCTBa H MepefiaH Ha o&cnytuaaﬂue ﬂenosnfaf
pro HaynoHansHoro Ganka (10324 kapTOuKH).

Mo n.88. TpeGyoT yTOuYHEHHs HexoTopse LWdpoBhe AaHHbE, Tipuse-
ZieHHbie B 3TOM MyHKTE. HecrangapTHue W yOWTOMHBE KPeAuTh B CCYRHOM
noprdene banxka Ha 1 anpena 1996 ropa cocTaB/sAH COrACHO [pHBE-
nendor Tabnuuye € - 1010 Thic. TeHre WaM 44%, a He 2,28 mAph. TEHre H
48% Kaxk yxasaHo.

Nlo 0.96. BaHkoM B MCTEKmEM rogy npogosanacs pabora rna CHU-
XEHHD CBOMX pPacXOJOB. Balnd nNpoBefeHsl MEPOMNPHATHA M0 KOHCEePBAUHK
CTPOANMXCA O0HEKTOS MPOU3BOACTBEHHOI'C HA3HAYEHHA, peaM3alUvd H3-
JHOHKX TOBAPHO-MATEpPHASbHNX LJEHHOCTEH, JIErKOBhX aBTomobunen, a
TarKxe 06beKTOB He3aBepLEeHHOro CTPOHTENbCTBA.

3a 1996 romg uyHcaeHHocTb paboTapmx B CACTEME COKpamieHa Ha
1043 yenoBeka WM Ha 26%. B TeueHHe rofa 3aKpHTO 11 HEpeHTabenbHo
paboraourx QunHanos, euwe o 15 ¢unuanam lpasnetHuem Banka NPUHATH
pemeHHA 06 HX 3aKDWTHH W 3TOT npouecc uzper. Kpome artoro, 54 ouau-
ana B HosGpe, gnexabpe 1996 ropa 6w nepeBegeHn Ha OCOGNH pexuM
NeATESbHOCTH, YTO 3HAYHTENbHO OrPaHHYWI0 KX AeecrnocobHOCTb H MpH
Ae/ibHEMUIEeM paCCMOTPEHWH rokalarened ux paborts SygyT o6CyxpaTbhCa
BOMPOCH LenecoobpasHoCTH HX RanbHEANEro ¢yHKun0HupoBaHHﬁL

Co CTOpOHN pyKOBOACTBa BaHKa yxeCToudeHs TpedoBaHHA K BHYT-
PEHMHM DEBH3HOHHBIM CAyx6am B CHCTEME KaK Ha ypoBHe obnacTHhix ¢u-
JHanoB, Taxk ¥ [onosBHoro farka, a Takke K CTPYKTYpHmM noapasjene-
HHAM, B 4aCTH YCHAEHHA HX KOHTDPOJNbHM™ QYHKUHH NO COOTBETCTBYDHM
yyacTkam GaHKOBCKON JEATEeNbHOCTH. BMeHenb npoueayps o6R3aTenbHoro
exeMeCAYHOro MOGNeNyNUero KoNTpPonAs 3a cosepuweHHeMm 6aHKOBCKHX one-

pauun.
3a 1996 ron pEBHBHOHHHMH cnyxbamd oSpesnsoBaHo 211 ¢uananos Ganka

nm Gonee 90%.
KasarponpombaHKkoM, Hauyunasa C anpend 1996 roja sbidepEHBanTCH

BCE NpyNEHUHANbHHE HOPMATHBL, YCTaHOB/EHHbE HayHoHANbHbM GaHKOM.



Pecypcn, npHoGpeTeHHne KasarponpoMbaHkoM Ha aykuWoHe ans
NPOBEAEHHA BECEHHE-NONeByX M ySopoyHbx pabor 1996 rogja B  Cywmme
732 wH. TeHre, GunM  CBOEBPEMEHHO W B MoONHOM ofbeme BO3BpalieHH
BMECTE C NNIATOH 32 HHX B Cymme 120, 0 MyH. TeHre. .

C y4yeTom 3awmoudTeNbHNX 0O0OpOTOB, B noaHom ofwveme - 200, 2
WM. TEHre, B CHCTEMe Co34aHN [MPOBH3HKH Ha MMEWHACA Ha 1 dAHBaps
1997 roja cCyaHui NopTdens, KOTOPHH COCTOMT W3:

CTaHAapTHHX KpeauTtos - 56, 1%
HeCTaHAapPTHbIX - 30, 7% .
HEYAOBNETBOPHTENbHNX - 6, 5%
COMHHUTEJIbHEX - 1,6%
yONTOYHNX - §5,1%

Barkom paspaboTana NpoyeHTHasd MOJIMTHKA, KOTOpas npuaBaHa pe-
CY/MpOBATL NOPSAAOK YCTAHOBNEHHMA MPOLEHTHHX CTaBOK QunNHanaMH BaH-
Ka. .

PaspaboTaHHas BaMKOM ¥ yTBepapeHrHas 2? nexabpsa 1996 ropa Co-
BeToM BaHxa KpeauTHaa NoJIMTHKR, [peaycMarprBaeT npouyeayps AMBep-
CudHKaL MK CCyaHoro noptdens Banka, 4YTO MNO3BOSMT CHCTEME pacnpere-
JIMTh PUCKH NO Pa3fIU4YHHM CEKTOpPaM phHKa.

KasarponpomfaHk, OCO3HaBas BaxHOCTb Of0y4eHMs fnepcoHana B CoO-
OTBETCTBHM C TPESOBaHUAMM PHHOYHOM 3KOHOMMKH, HaNpasWi Ha KypChl
MOBbMEHHUA KBaMWdMKALMKH 195 cnelunanucTos B8 1996 roay, Ha 1997 roa

yrBepageH rniad ofydyeduss 500 4enosex.

lNipencenarens lpaBaeHus (¢4$§§;'/f"'5.3.3ua6exoe



Ministry of Econemy of the Republic of Kazakstan

From: the National Bank of
the Republic of Kazakstan

concerning the Draft Final Report of
Asian Development Bank
'Rural Credit and Savings Studies' (part III)

Ministry of Economy having revised ADB Draft Final Report 'Rural Credit and Sav-
ings Studies' states the following.

Entirely supporting the main point of the Project and taking into consideration the
significance of its implementation for the Republic, we consider it is to be very essen-
tial to dwell on some points to be worked out thoroughly. First of all, it affects mort-
gage credit in pledge of land plots and Land Use Rights. Land mortgage requires de-
veloped agricultural land market and its functioning mechanism is still in the process
of development. However, many officially restructured farms are still in the form of
collective farms and it constrains to identify the proprietors in the farms. The latter
causes significant constraints for plegeable land use. It is also difficult to assess other
pledged property as of its great depreciation. Only the agro-producers who will be ac-
knowledged potentially viable after thorough study will be provided with pledge
against assets which will be received through credit. Agricultural Support fund is the
resource of financing through debt relief for major non-viable agricultural enterprises.
So it is clear that mainly non-viable micro- and small agricultural enterprises became
the outsiders, especially in small rural settlements, which are great in number. And the
acknowledgment of their non-viability might be based on submitted poorly prepared
feasibility study and business-pians. So the whole question rests on the problem of
nationwide traning in the areas of enterpreneurship management, financing, account-
ing, taxation, etc. Unemployed people do not have access to this too, and they are
great in number, especially in small rural settlements, where the community deals with
natural farming.

First Deputy Minister Zh.D.Yertlesova



NASAKCTAH
PECNYBJAHKACHHbIH
IKOHOMHKA MHHHCTPJIT]

MHHHCTEPCTBO
3KOHOMHKH
PECNIYBJAKHKHKH KA3AXCTA

Tenerafiin 287, 48009!, Aamatm Kaaacu,
Kearoxcan kemeci, 115. Kence ten, 53-85-89.

&0.¢1. T¥ Ne &/- yg/ '/"/
Ha Ma oT

Teastafin 287. 48009!, r. Aamarn,
ya. Xeavoucau, 115, rea. §3-85-89,

HauunoHansHetli bakk

T r a Pecny6nuxn Kasaxcrad

K up%eny OKOHHATELHOrO OTYCTA
Asuatcxoro Banxa Passutis

“Heeneaosadii N0 arpapHOMY KPCIHTOBAHHIO
# cGepexenuan” (sacts III)

MUMHCTEPCTBO SKOHOMEKH, PACCMOTPEB IPOCKT OKOHHYATE/SHOr0 OTYCTa A3HATCKOrO
'Banxa Passarya “HccnenoBanus o arpapHOMY KpCIHTOBAHMIO H cOepexenusn”, coobmaeT
caexyouee. -

IToAHOCTHIO DOAACPANBAS HACIO HPOCKTS H YYHTMSAL OTPOMHYIO BAXHOCTE U
PecOYGIRKH €ro PCAMIAUMH, CYHTACM BAXHEDM 0co60 OCTAHOBMTECA HA HEKOTOPHIX
MOMCHTAX, KOTOPhic, HA HAul B3rAAA, TpeyloT Gonee TmaTernHo#t mpopatorxa. IIpexze
BCETO, TO BOMPOCH KNOTEYHOTO KPETMTOBAHRK MO 3A/Or IEMCHBHEIX yHACTKOB H npasa
AEMIEOOMIORARES. MnoTexa jeMmm TpeffyeT PASBATOrO phiEKa CeBCKOXOASBCTBEHHOR
"M M B HACTOSIEC BPEMS OTP2OATLBACTCA MCXAHHIM €ro dyHKIHOHHpOBAHEL. ORHAXO
MuOrHe GOPNATLHO NPeoSpasOBaHKbIe XO3MACTEA eme COXpAHMIOT CTATYC KOJUICKTHBHAIX
xoasHCTB H B HEX TPYAHO onpeaenKTs cobcraenunxa. Ilocnemice AHAYHTEIHHO 38TPYAHACT
MCOOb30BAHEC 3CMIM B XayecTse 3anora. OueHka xe OpO€ero 3anorosoro UMylUeCTBA
Takoxe 3aTpyQHeHa 00 HPH'HIHC eT0 3HATHTCILHOr0 MIHOCA. Bonpoc oSecnedcHud B popMe
janora NOA aKTHBH, KOTOpse OYXYyT CO3IBHH C TNOMONIAO XpeauTa, MOXeT OuTh
[IONOXMTETRHO PCIICH TOMLKO UM TeX CONEXO3TPOH3BOFATENCH, KOTOPhic B PE3yNbTaTe
TIMATERAOrO HIyYeHRS GyXyT OpU3HAHL DOTCHUHAILHO so3HecnocoOHbME. [l  XpyNHEX

BRINANAIOT HEAMIHECIIOCOOHRIC MHEKpO- ¥ MEIKHE CCIBXO3NPEANPHATHL, ocobeHBO B
HeGONBIIMX HACCACHHBIX NYHKTaX, KONHWECTBO KOTOpAIX sHamuTebHO. W 3auacTyio
MpMSHAKWE HX HeXH3HeCNocoGHOCTH  MoXeT OHTh OCHOBaHO H2 HPEAOCTRICHHUAIX
HekBamHGHITEPOBARHO COCTABRICHHLIX T30 u  busHcc-nnasax. Bonpoc TakiM o6pasoM
ynnpattcn B npoSaeny BeeoSmero oSyucHKS BOMPOCAM OPraEH3aIEH coGCTBEHHOTO JENA,
duBancEpoBaEHS, Oyxrarrepckoro yudcra, panorooSnoxenns K 1.1 Cxema Takke
DPAXTHYCCKH HEXOCTYTHA L% 6e3palOTHRIX N0 CTATYCY, KOMHYCCTRO KOTOPHIX 3HAMATCILHO
0coGeHHO B HeGONMBIINX HaCECHHBIX MYHKTaxX, H BeXyIUMX CBOC COGCTBCHHOC HATYPAIBHOC




To: National Bank of the Republic of Kazakstan
From: MOA, Chief Department for Finarice and Investment Policy

Date: January 16th, 1997

Number: 04-1-8/252

The Ministry of Agriculture has reviewed the submitted studies (volumes |, Il) on.
rural crediting and savings which were conducted by ADB. MOA does not have any
criticism and makes the following suggestions:

In accordance with ADB requirements the Government has introduced.
arhendments to the functions of Agricultural Support Fund.

in the year of 1997 it is envisioned to allocate the funding to the following
directions:

- implementation of designed by MOA national target programs to develop
individual branches of agriculture with assimilation of prior technologies and projects on
competitive basis;

- financial support to structure improvements in agricultural sector during
postprivatization period; |, |

- provision of financial support to small- and medium-scale agrobusinesses,
including peasant farms, o

- state support to stock-breeding business, elite seeds production, measures on

veterinary protection of animals.

Chief of Main Department
for Finance and Investment Policy E. Dzhananov
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'Mnxncrepcrxo COJBTKOTC X03ANCTBAE PACCMCTDEI0
HHe HCCJIeIOBAHHMA RO aArpapHOMY KpeZUTCRBAHAL ¥ COeDeXSHMAM, IpO-
BeJeHHNe Aax®aTcKuM Dadxom Pa3asyuTHi, uacTs [ ® !!, aameuauxd He
¥MEST, NPeACTABIAST CBCH NESINCMSKHUA. '

B ccoTBeTCTBUY C TpedCBarUAMA AP IIpaBuTeasoT30 PE EBHeCIO
MaMeHeHHA B HYHRKRUMA racéoﬁna,ﬁnxaxccnon OOODspX<K  CE&dBCROMGC
XO3aANCTRA.

B 1337 TIOAy RpezycMarTpuBaeTCR PHERIXCHUPCRaHHE CIEIVOTEIX
HanpaBISHAR:

- BEOOJAeRHe pazpatoranuauy MCX PY pecrnyfaumaHCKHX U8JeBHY
'npcrpauu-paasnrua OTHRASHHX OTpacIeX CeJLCKOrS Xc3afcTBa  Ha
OCHOBE CCBOLHXE NPHCDUTETHHX TSXHOISTUN ¥ IDOSKTOR, H3 KOH-
xprHut OpREUNnDAY; , _ :

- JHHAHCOBAR LOANSDXKAE CTPYKTYDHWX npecfpa’lcBarull, IpOBO-
JHMHX B CeJABDCKOX03aAACTBOHHCM CEXTCpS 3 OCCTIPUB3THBAUHOHEHA

l

TEPHOR ; |
- ox3aaxse ¢uuancoson HOMumﬂ CTEHOBJASHUX MAISIC X CPesHe-
ro arpoGuaHeca, BKIOYAA KPeCTiAHCKHE (EOPMSDCKUE) .3 44 ;-

- rOCYA3pPCTBEHH2R NORKEPXKa PA3BKTHA NJI&MEHHOIC ReJ3, Ce-
M2HOBOZCTB3, Mep NO BeTEPHMHAPHOM 2auMTe AHBOTHHI.

HayagpEux TI3BHOTGC YRpaBASHUR
$1HaHCOBO- HHBSCTUUMORHON NCIUTHRE o

E. Ix2H3HOB
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Study on Rural Credit and Savinss / Part IV / Conclusions

The final tripartite meeting for the Study on Rural Credit and Savings (TA No. 2449-Kaz) was held on
10 January 1997 at the National Bank of Kazakstan (NBRK) to discuss the draft final report that was
distributed to all parties on 18 November 1996. The meeting was chaired by Mr. Anvar G. Saldenov,
Deputy Governor of the NBRK and attended by personnel of the NBRK, the Ministry of Economy, the
Ministry of Agriculture, Kazagroprom Bank, and by the Consultant, Mr. Robert S. Kossmann from
Development Alternatives, Inc. and Mr. Frederick Roche from the Asian Development Bank.

At the conclusion of the meeting the Deputy Governor requested the participants to prepare written
comments concerning the Consultants draft final report. The following paragraphs are in response to
the Government of Kazakstan comments. It should be noted that some of the Consultants
recommendations would require changes to existing decrees, regulations, and policies and procedures.

A. National Bank of Kazakstan

1. Status of Second Tier Rural Banks

As stated in paragraph 293 of Part I: Rural Finance, there are three basic approaches to improving
rural financial services through an existing banking system. The first approach is to provide policy,
operational and financial assistance to a viable national bank with rural branches. National bank was
defined as a bank that is located throughout the country and had branches in all oblasts and rayons.
This approach was meant to be initiated by international donors and would not require subsidized
financial assistance from the NBRK or the Government of Kazakstan.

The second approach would allow undercapitalized rural financial institutions to operate as second-tier
banks by limiting the scope of their activities. The Consultants are aware that this type of second-tier
bank was not mentioned in the Law Concerning Banks and Banking Activities in the Republic of
Kazakstan (LAW). A closer look will show that the requested changes are covered under the LAW.
As stated in paragraph 296-297 of the draft final report, these rural based financial institutions are
already currently licensed under the LAW and if there were requests for new start-ups, then they must
follow the registration procedures for obtaining a banking license as outlined in the LAW. As stated in
the LAW, the NBRK was given the power to restrict operations of second-tier banks, which would
allow rural second-tier banks to operate with limited powers. Additionally, rural second-tier banks
would be required to maintain a capital adequacy ratio of not less than 20 percent. This exceeds the
minimum required ratio as established by the Basel agreement. The capital ratio was set at a high rate
based on the high amount of risk concentration theses rural institutions will incur. It is not uncommon
in other countries to require smaller financial institutions to meet more stringent capital requirements.

Finally, the third approach would offer incentives to financial institutions operating in the rural
communities. These incentives could include rights to expand bank activities and tax holidays.
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2. Micro-Finance

The Consultants consider micro-finance to be an important part of the project proposal and have
designed the project to stimulate rural private enterprise through the growth in small and micro-
enterprise. ' This will enable the rural community to prosper from income generation and employment
creation.

3. Project Recommendations

The legal status for the formation and operation of the Rural Development Trust Fund would comply
with the Kazakstan Civil Code concerning legal entities. The important point is that the NBRK and
ADB would be the trust managers who would be responsible for the management of the Trust’s
operational activities.

4. Other

The Consultants are strongly in favor of long term technical assistance that will strengthen the capacity
of rural financial institutions to deliver agricultural credit. The current technical capacity for sound
analysis is doubtful and the ability to supervise medium-and long term loan programs or to mange
problem accounts is underdeveloped.

As a result of the draft final report being 435 pages in length and the amount of time required for
translation, our project interpreters were not able to translate the whole document. The remaining
portion was translated by non-project staff. This resulted in non-uniformity of the translation from
English to Russian.

B. Kazagroprom Bank

Over the course of the study the Consultants had requested significant amounts of financial data from
the bank. As of 18 November 1996, when the draft final report was submitted to the NBRK, this
financial data had become outdated and in some instances no longer represented the financial condition
of the bank. Therefore, the financial data should only be used as a historic basis in comparison with
current conditions. Two specific changes were made to the final report as a result of new information
that was submitted by the bank. Additionally, the Consultants commend the bank for taking action on
numerous recommendations that were made in the draft final report.

C. Ministry of Economy
The Consultants are in agreement with the two statements concerning the mortgage of agricultural land

and the need for nationwide training in the areas of business management, small business finance,
accounting and business plan preparation.
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D. Ministry of Agricuiture

The Consultants are in support of fundamental changes to the Agricultural Support Fund that will shift

its focus from a credit granting organization to one that concentrates on providing support to farmers
and agricultural enterprises.
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V. Contractor’s Response to Comments from the Government of Kazakstan (Russian)
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Hayuenne kpeaura u cGepexeHuil B cebckoi MecTHocTr /Hacrs 1V / 3akmouenne.

V. OTBeTHBIE 3aMeUYaHus HAa KOMMEHTApHH IIpaBuTelIbcTBa Kasaxcrana.

Il o6CyxKmeHns [IpoeKTa UTOrOBOTO JOKIana, IepeJaHHoro BCeM CTOpoHaM 18 Hos6ps
1996 roma, 8 HanmonanrsHoMm 6anke Pecniy6auku Kazaxcran 10 ssuBaps 1997 r. cocTosnocs
3aKJIIOYHUTENBHOE TPEXCTOPOHHEES COBEIIaHUe 0 U3YYEHUIO KpenuTa U cOepekeHun B
cenbckoit MecTHocTH. CoBemranue Bea r-H AeBap I'. CanmeHoB, 3aMeCTHTEND
yrpasisamomiero HanuonaiasasIM 6ankoM Pecniy6iaukm Kaszaxcran. Ha cosemianuu
NPHUCYTCTBOBAIH cOoTpynHHKH HanmoHanpHoro 6auka Pecniy6iauku KasaxcraH, paGOTHHKA
MuHHCTepcTBa SKOHOMUKHM, MUHHCTEPCTBA CEILCKOro Xo3smcTBa ¥ Kaszarponpombanka. B
COBEIaHMH TaKXe NMPHHUMAIN yyacTHe KoHCynbTanT r-H Pobept C. KoccMmann n3
xoMnaHuu "JMBEJONMMEHT anTepHAaTUB3, HHK." U r-H Ppenepuxk Poy, npencrapigaBimmi
A3naTcKkui GaHK pa3BUTHA.

B 3axknrwouenue coperaHud r-H AeEBap I'. CangeHos, 3aMeCTUTEND YIIPaBASIOIIETO
HanmumonansueiM 6aHKOM Pecniy6nuky KasaxcraH, IIONPOCHI €r0 YYaCTHAKOB IOITOTOBHTH
ITHCHPMEHHBIE KOMMEHTApHH, Kacalolyecs IoAroToBIeHHOro KOHCyIbTaHTaMHU TIpOeKTa
WTOrOBOrO AOKNaja. HuxenpuseneHHbIE pa3nesbl HANMCAHLI B KaYeCTBE OTBETHBIX
3aMeYyaHM Ha KOMMEHTapuu IpaBuTebcrBa Kaszaxcrana. CrenyeT OTMETHTh, YTO
OCYIIECTBIIEHHEe HEKOTOPLIX pPEKOMEHIAIUM, TaHHbIX KOHCynbTaHTaAMH, OTPEOYET
M3MEHEHHUA 11eJIOT0 PAMa CYLIECTBYIOUINX IIOCTAHOBIEHWH, IIPaBUJI, HHCTPYKIIHI 1
perjlaMeHTOB.

A. HanmoHaneabe#t 6aHK Pecry6innku Kazaxcran

1. CraTyc cenbCKkux GaHKOB BTOPOTO IIOPSIIKA

Kak cpopmynuposaro B naparpade 293 Hacru | "dunaHCch B CEALCKOW MECTHOCTH",
CYIIECTBYET TPM OCHOBHBIX II0JIX0Ja K BOIIPOCY yNYUINEHUs (hMHAHCOBOTO OOCIYKHBaHHSI
Ha cejle C UCIIOJIb30BaHUEM CYIIleCTBYIOIIEH 6aHKOBCKON cucTeMbl. IIpH r1epBOM BapHaHTe
IIpeJycMaTpHUBaeTCs 0Ka3aTh METONUYECKYIO, (PMHAHCOBYIO M ONIEPATHBHYIO IIOMOILb
KaKOMY-TO 3KH3HECIIOCOOHOMY HAIIMOHAJILHOMY O4HKY, HMEIOIIEMY CEJILCKHAE OTHEIIEHHUS.
Hanmonanbeubiin 6aHK ObLI ONpefesicH B KayecTBe 0aHKa, KOHTOPHI KOTOPOTO PACIIONOKEHBI
10 BCeM CTpaHe W KOTOPBIA HUMEET OTALIEHUS BO BCeX 00ACTAX U panioHax.
IIpenmnonaranocs, YTO HHULHATOPAMH TAKOT'O IIONXO0JAa BBICTYIISAT MeXIyHAapOIHbIE
IOCTaBIINKHN (hHHAHCOBBIX PECYPCOB B IIOPSJKE ITOMOIIH, U He MoTpebyercs
cy6cuoupoBaHHOM (GHHAHCOBOM MIOANEPKKH co CToporsl HanmuonaapHOrOo GaHKa
Pecny6auxu Ka3zaxcrad ¥ IIpaBUTEIbCTBA PECIIYONUKH.
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BTopo# oOXod K 5TOMY BOIIPOCY, IIO3BOJIMI Obl CENILCKUM O0aHKAM, MMEIOIINM
HEIOCTATOYHO COOCTBEHHBIX CPeJICTB, NEHCTBOBAThL B KayeCTBe GAHKOB BTOPOTO IIOPSAKa
MyTeEM OTpaHHUYEHHM 00beMa UX NeATeNbHOCTH. KOHCYIBTAHTHI OCBELOMIIEHDI O TOM, 4TO O
TaKOM THIIE 0AHKOB BTOPOrO IOPSIKA HeT YIIOMHHAHHI B 3aKoHe 0 0aHKax 1 0aHKOBCKOH
nmesitenabHOCTHA B Pecnybnuke Kazaxcran (BAKOH). OnHako 60Jiee BHUMATEABHOE H3YYeHUE
9TOro BoIpoca rnokaspiBaeT, yTo 3AKOH, Ha caMoM pele, IpeaycMaTpHBAET IpelJiaraeMoe
usMeHeHue, Kak yrBepxuaercs B naparpadax 296-297 mpoekra HTOroBOTO JOKIafa, TaKue,
Oasupyrouyecs Ha cejie, hUHAHCOBBIE YUPEXKIACHUS yKe CelYac JUIEH3UPOBaHbI IO
3AKOHY, a nns nonydeHus OaHKOBCKOHM JTHIICH3HH, eCIH Obl 3TO MOTPeOOBATIOCH IS
BHOBb OTKDBHIBAEMBIX (PDMHAHCOBBIX OPTaHU3AIUI, HYXKHO CICI0BATh PETHCTPAI[AOHHON
nponenype, Kak 31o npenycMorpero 8 3SAKOHE. Kak yreepxkmaerca 8 3AKOHE,
HaunuoHnansHoMy 6aBKY Pecnybnuku KazaxcraH GbIIO HaHO IIPaBO OrpaHMYUBATh OIEpaK
0aHKOB BTOPOTro0 IOPAIKA, YTO JA€T BO3MOXKHOCTh CeJIbCKUM OaHKaM paboTaTh C
OrpaHUYEHHBIMH ITOJHOMOYMSIMH. JlONMOJHUTENLHO, OT CEIECKUX OaHKOB BTOPOIrO IOpPSIIKA
OyneT TpeboBaThCI NOMIEPXKUBATE KO3GhMDUIIUEHT JOCTATOYHOCTH COOCTBEHHOIO KaIIHTAaa
0anka He Hu:Ke 20%. DTo mpeBhIIIaeT TAKOH MUHUMAJILHO TPeOyeMbI II0Ka3aTellb,
yCTAaHOBIEHHBIN IT0 basensckoMy coriamenno. KosdgamueHT 1ocTaTOYHOCTH
COOCTBEHHOTO KamuTajla 6aHKa ObLJI YCTAHOBJIEH TAKMM BBICOKMM BBHUIY BLICOKOH
KOHIIEHTpalMH CTENEeHN PHUCKa, CBI3aHHOTO C paGoOTOM TaKUX CEIbCKUX YUPeXKISHUH. DTO
IPOHCXORUT He TaK yKe Peliko U B JPYTrHuX CTPaHaX, KOrga K MallbIM (pHHAHCOBBIM
Oprafu3alusaIM IPeXbIBIIIOTCI 0ojlee CTpOrue TpeGoBaHusI B OTHOIIESHNY KalmuTaja.

Haxkonen, IpH TpeTheM BapHaHTe II0JIX0/1a IIPEeNIaracTcs CTUMYIHPOBATL (HHAHCOBEIE
yupexXIeHNUsA, paboTaIolMe B CEILCKUX OOIIMHAX. B Takoe CTUMYJIHMpOBAHUE MOIYT
BKJIIOYATHLCS KaK BhIaua pa3pellleHHH Ha paclIdpeHHe IedTelNbHOCTH 0aHKa, TakK U
KpaTKOCPOYHBIE IIEPUOIBI OCBOGOXKIEHHS OT HAJOTOB.

2. MukpodHHaHCHPOBaHHC

KoHCYNBTaHTBI paCCMATPUBAIOT MUKPOGMUHAHCHPOBAHNE KAK BaXHYIO YaCTh COJEPKAIIUXCS
B IIPOEKTE MPEIJIOXKEHUA U 3aI0KUJIK B IIPOEKTE MEPSHI 10 CTUMYIUPOBAHHIO CEJBCKOIO
YaCTHOTO NpeNIpPHHUMATEILCTBA IIyTEM Pa3BHTUS MEJIKUX M MUKPOIPEIIPHUATHE. DTO
CO31aCT BO3MOXKHOCTH JJIS IIPEYCHeBaHUS CEJIbCKUX OOIIMH 33 CYCT I'eHePHUPOBAHUS
JIOXOMOB U YBEJINYEHNS 3aHATOCTH HaCEJIEHUS.

3. PexoMeHganuu 1IpoeKTa
IIpaBoBo# cTtaTyc OPMHUPOBAHKS U NeITeNbHOCTH TpacT-hoHIa pasBHTUS Cega JOJIKeH

OBITH OIpeNeNeH B COOTBETCTBHH C FPAXIaHCKUM KonekcoM PecniyOimxu KaszaxcraH B
YacTH, Kacalollelcs I0OpUIHYecKUX Jull. BaxkHEIM MOMEHTOM 37eCh OYIET CIYAKHUTh
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o6cToSATENBCTBO, YTo HanuoHansHbI 6aHK Pecny6auku Kaszaxcrad ¥ A3naTckui 6aHK
pPa3BUTHS OyAyT MEHEIXepaMU TPAacTa, OTBETCTBEHHBIMHE 32 OIIEPAIIHOHHOE PYKOBOICTBO
TpacT-hoHIOM.

4, IIpouee

KOHCYIbTaHTHI PEUIATEBHO HACTPOEHHI B IIOJIb3Y JOJATOCPOYHOM TEXHHUYECKON ITOMOIIH,
KOTOPAs JOJIKHA YBEJIUYHUTh BOZMOKHOCTH CEIbCKUX GHHAHCOBRIX YUPEXIEHUN O
MIPeNOCTABIEHAIO CENbCKOXO3AMCTBEHHBIX KpeauTos. Hanuuue B HacTOALIEE BpeMs
TEXHUYECKUX CPEICTB JJIA MPOBEAeHUS THIATEILHOTO aHAIN3a BBI3BIBAET COMHEHHUS, a
BO3MOKHOCTH PYKOBOJCTB2 IIPOTPAaMMaMi BEIAa4H JOJTOCPOYHBIX M CPEIHECPOYHBIX CCYII,
a TaKXXe KOHTpPOJIS NpoBJEMHBIX CUETOB HE PEalN30BaHbI IIOJHOCTLIO.

B pe3ynpTaTe TOrO, 4YTO NPOEKT UTOrOBOr0 MOKJAga HACUUTHIBAeT 435 cTp. U TpebyeT
NO3TOMY 3HAYHTENILHOIO BPEMEHHU JUIA IIepeBONa, HAIUYM IepeBOIYHKH, paoTaBlIve Hay
MIPOEKTOM, OKA3aJIHCh HE B COCTOSHHUM IEePEBECTH BECh JOKYMEHT OO KOHNAa. OcTaBIuasics
YacTh JOKJIaNa Oblia nepeBeficHa IIepeBOJIMKAME CO CTOPOHBI. DTO NPHBEIO K
HEOIHOPOJHOCTH NIePeBOJia TEKCTAa C AHTIIMUCKOr0 A3bIKa HA PYCCKHH.

B. KaszarponpoM0aHK

B xoxe u3ydyeHUs CTOAUIMX Iepe] HUMHU BONpocoB KoHCYIBTAHTEI 3alIpOCHIIN Y OaHKa
Kazarponpom 3HaYNTeNbHBIA 06beM (HIHAHCOBBIX HaHHBIX. ITo cocToanmio Ha 18 HOs6ps
1996 roma, Ha MOMEHT Tiepenady MPOEKTa UTOI'OBOro Nokjaana B HallMOHAJIBHBIA 6aHK
Pecniyonimku KazaxcTaH, 5TH JaHHbBIE YCIIENIM YCTApETh H, B HEKOTODBIX CIy4Yasx, 60JIbIIEe He
MOTJIM XapaKTepHu30BaTh (GUHAHCOBOE MONOXKEHHE OaHKa. B CBSI3M C 9TUM, UMEIOLIAACS
¢uHaHCOBaA UHPOPMAIIUA MOXKET CIYKUTH TOIBKO B Ka4eCTBE UCTOPUUYECKOro Gasuca npu
CPaBHEHUM C TEKYIIUM HOJNOXEHHeM Aesi. B uTOropnifl Joxnan OLLIM BHECEHD! IBa
KOHKPETHBIX U3MEHEHM, CIeNaHHbIe Ha OCHOBE HOBOY MHMOPMANMH, TIOJYIEHHOM OT
6anka. B monosnHenue, KOHCYynbTaHThI CUMTAIOT NOXBAJILHLIM TO, YTO OaHK IPUHMUMAET
MeEpBbI II0 MHOTOYHCICHHBIM PEKOMEHIAIIHAM, KOTOpbIe OBLIN CHEIAHEI B IIPOEKTE
3aKJIHOYATENBHOrO JO0KJIaua.

C. MHHHCTEPCTBO PKOHOMHKY
KoHCynbpTaHTBI COrNacHINuCh C ABYMS YTBEPXACHUSIMHM, KaCaIOIIUMHUCS, IEPBOE, 3aKIAIHBIX

Ha CeNbCKOXO3INCTBEHHbIE 3¢MIIH U, BTODOE, HEOOXORUMOCTH BEICHUS IO BCEH CTpaHe
O6Y‘~ICHI/IH B TAKHMX 00NacTAX KaK VYIIpaBJICHUEC KOMMEDPYCCKUMH NIPCANPUATIAMU,
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dbuHaHCUpOBaHUE MEJIKOTO OH3Heca, 6YXTalTePCKU YUET U COCTABIECHNUE NEPCIEKTHBHBIX
[JIAHOB XO3SIMCTBEHHON HeATENbHOCTH.

. MuHNCTEPCTBO CEJBCKOTO X0O34HMCTBA

KoHCcynpTaHTh] NOIEePXKUBAIOT dhyHIaMeHTAIbHbIE M3MeHEeHUsI, Kacatoluecsd Ponrga
MOALEPKKHI CEILCKOro XO3sHMCTBA, KOTOPBIE NPENIONaraloT cMellleHHe GhoKyca OT POJIH
OPraHU3aluK, MPENOCTABISIONIEH KPEIUTRI, K POJH OPraHM3aliul, YCUINSI KOTOPOMR
COCpEeNOTOYEHb! Ha OKA3aHUY IOMIEPKKH dhepMepaM 1 CeNbCKOX03SHCTBEHHBIM
MApeRIPUATHIM.
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