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Abstract

The article reveals the main problems faced by the Kazakh furniture industry, reveals the features of the furniture
industry functioning. The analysis of the Kazakh furniture industry allowed to identify the features of the domestic
furniture market, which are as follows: saturation of furniture production and sales channels of furniture products
in Almaty; price imbalance in the manufacturing regions; the decision to choose products by the client according
to the «price — quality» parameters; with consumer behavior that determines the seasonality of furniture sales; lack
of branding of domestic furniture products. As practice shows, despite the fact that all domestic enterprises of the
furniture industry are actually in identical external conditions, among them there are those that have adapted to the
external environment and are working successfully. The key to success is a change in the orientation of the production
management doctrine: from production probabilities to customer satisfaction, which is one of the most modern
methods of enterprise management that helps ensure the survival of the company in a competitive environment. In
modern conditions, the development of the furniture industry is determined by such priority areas as increasing the
output of products with high added value, increasing the export potential and using the investment and innovative
opportunities of the enterprise. Implementation of these goals provides operational management of production , which
allows us to solve the problem of strengthening competitive advantages by updating the technological equipment of
the industry with the use of new innovative technologies.
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The practice of transforming the economy of Kazakhstan shows that underestimation of
microeconomic opportunities for growth in the real sector of the economy can lead to a negative
impact on economic development, to significant losses of sources and an increase in the duration of
transformations. Domestic furniture enterprises, for the most part, do not orient their performance
indicators, the quality of the products to the requirements of customers, which grow as a result of
the availability of imported analogues. In the Soviet Union, a planned economy operated based on
the production and needs of the country, based on the production doctrine, focusing on maximizing
output and reducing the cost of goods and services, applying a centralized design of enterprises for
long periods of time (5 years), applying severe administrative methods of management, without a
competitive environment. Often, domestic furniture enterprises continue to use the remaining theses
management of the Soviet period, guided by production probabilities. Enterprises are trying to produce
more to reduce the cost of production and improve the performance of equipment. This causes the
gravitation of “pushing” to the market as much as possible of its products, the need for which is often
reduced or absent. There is a need to reduce prices, sales, provide discounts when receiving large
volumes of products, which worsens financial performance. At the same time, some of the unclaimed
products deteriorate and become obsolete.

Many domestic manufacturing enterprises, including furniture industry enterprises, faced
constraints on the solvent domestic demand of buyers of products and were not competitive in
comparison with manufacturers of similar imported products. In these conditions, the choice of the
optimal assortment policy is a main hitch, from the solution of which depends the level of prosperity
of both the enterprises themselves and the directions. Consequently, operational management of
production affects the state and probability of successful operation of the furniture industry enterprises
with ease.

The current potential of the Kazakhstan furniture market is estimated at $ 3,5 billion. In the
Soviet era, only its volume was estimated at about $ 1,3 billion a year. Now the annual expenses
of Kazakhstan on the purchase of industry products on average are approximately $ 10-15. In
developed countries — $260. However, despite the decline in production in the woodworking industry
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over 10 years, approximately 32 times, this market is now extensive. Moreover, for the outstripping
growth of this sector at the present stage, there are all the opportunities, thanks to the formation and
development infrastructure of the centers of Kazakhstani oil production — Karachaganak and Aktau
port, development of the capital of Kazakhstan — Astana, Expo—2017, growth of tourist and roadside
infrastructure, etc. All these facilities require large volumes of furniture industry products; of course,
today the actual volume of the market is smaller than its potential. Growth in consumption of furniture
products is constrained by the purchasing power of the population, but it is [1].

Table 1 — Dynamics of economic indicators of furniture production

Change in 2019
Indicators 2014 2015 2016 2017 2018 2019%* in % to
2014 2018
Industry — total, billion
tenge 18 531,8 114 925,2 |19 026,8 |22 790,2 [27218,1 [29103,0 |157,0 107,0
Production volume
furniture, billion tenge | 33,8 30,3 36,0 43,5 38,6 37,9 112,1 98,1
The share of products
of the furniture industry
in the total volume of
industrial output, % 0,2 0,2 0,2 0,2 0,1 0,1
Number of enterprises
and productions — total | 287 288 292 315 360 358 1247 99,4
Number of enterprises
and industries — total 252 246 249 272 308 300 119,0 97,4
including: with the main
type of activity 1564 1288 2683 1423 3713 3587 2.3 times | 96,6
Profit (loss) before
taxation, million tenge | 6,1 5,3 7,8 2,9 9,8 9,5 155,7 97,0
Profitability, % 1011 2130 1312 3056 1936 1666 164,7 86,1
Investments in fixed
assets, million tenge 102,3 2 paza 58,9 218,2 58,4 55,3 54,0 95,0
Note — Compiled from the source [1].
*Preliminary data.

As can be seen from table 1, the volume of industry from 2014 to 2019 has a tendency to grow
if you compare 2019 with 2014, the increase was by 57% or by 10571,2 billion tenge, and compared
with the previous year 2018 — an increase of 7% or by 1884,9 billion tenge. The volume of furniture
production in 2019 amounted to 37.9 billion tenge, which is 12,1% more than in 2014, but compared
to the previous year 2018 decreased by 1,9%.

The largest volume of furniture production is in 2017 — 43,5 billion tenge this is due to the large-
scale construction of housing, development of Astana, implementation of major investment projects in
the mining sector, as well as the holding of EXPO-2017. However, from 2018 to 2019, the volume of
furniture production has decreased; this is because Kazakh producers here, as in other industries, face
increasing competition in their own market with imported products. We can note that this is due to the
insufficient level of investment in the furniture industry, it depends 100% on imported raw materials
and components, a significant part of which is still subject to customs duties.

Let consider the production of furniture in physical terms (Table 2, p. 120).

Table 2 data shows that the production of furniture in the category «Seating furniture and its
parts» in 2019 amounted to 9346,8 million tenge, which is 448,3 million tenge more than in 2014 or
5%, and compared with the previous year 2018, this product category increased only by 1,3% or 122,4
million tenge.

Production of «Office wooden furniture» in 2019 compared to 2014 increased by 4,1 thousand
pieces, or 1,6%, but compared to 2018, the volume of production in this category decreased by 0,4%,
or 1,1 thousand pieces. Production of products in the category «Kitchen furniture» in 2019 amounted
to 203,3 thousand units, which is 13,3% lower than in 2014 and decreased by 2% in 2018. But it
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should be noted that the volume of production of « Wooden furniture for the bedroom, dining room and
living room» in 2019 amounted to 165,7 thousand units, which increased by 7,5% or 11,7 thousand
units compared to the previous year 2018.

Table 2 — Production of furniture in the Republic of Kazakhstan in physical terms

Change in 2017% to
2014 2018

Indicators 2014 2015 2016 2017 2018 2019*

Furniture for sitting and its

parts, million tenge 8898,5 | 7535,7 | 7769,3 | 7974,3 | 9224,4 | 9346,8 | 105,0 101,3

Office wooden furniture,
thousand pieces

Kitchen furniture, thousand
pieces

Wooden furniture for bedroom,
dining room and living room, 134,5 161,4 | 247,3 148,0 155,8 167,5 124,5 107,5
thousand pieces
Note — Compiled from the source [1].
*Preliminary data.

2494 194,5 | 244,1 | 2594 | 254,6 | 2535 101,6 99,6

234,5 1924 | 210,5 | 178,8 | 207,6 203,3 86,7 98,0

The Kazakhstan furniture market is experiencing a large shortage of production materials, which
the countries of the Customs Union import. Many firms find a solution in establishing ties with foreign
manufacturing companies, buying the necessary building materials from them, which in turn increases
the price threshold of the furniture produced by 15-20% [2].

The growth of the furniture market will invariably depend on the level of income of the population
and, if it grows, it will be insignificant. Relatively low population, seasonal sales, where the peak
sales of furniture falls in December, and in January and May — a decline in sales volumes, as well as
weak conditions for the development of medium and large enterprises affect the development of the
furniture industry is not for the better. Large and medium-sized producers, as a rule, have their own
outlets, small ones are much more difficult to master in the market.

The strengths of domestic manufacturers are directed, as a rule, to the production of office furniture
and furniture for sitting (chairs, sofas, chairs, etc.), just as there is a distribution of market demand.

In the general structure of the Kazakhstan furniture market, domestic products have almost the
same share with imported products, thus not covering the needs of consumers fully.

This situation is due to several reasons. This is the underdevelopment of the production base, the
low quality of products, the lack of sufficient assortment for the satisfaction of demand, and simply the
desire of consumers to purchase furniture of foreign production. Due to these factors and for a number
of other reasons, furniture imports to Kazakhstan increase annually.

The volume of exports of furniture products in January 2019 compared to the same period in
2018 in monetary terms increased by 4,3 times and amounted to $ 1,1 million USA. More than half
of the export volume is made of plastic furniture, and the volume of imports of furniture products in
January 2019 compared to the corresponding period of 2019 in monetary terms decreased by 1,1% and
amounted to $ 1,1 million. USA. The third part of imported products is other wooden furniture [3, 4].
Export and import data are shown in table 3.

Table 3 — Volume of exports and imports of furniture products in Kazakhstan

Indicators 2014 | 2015 | 2016 2017 2018 2018 2019
January January
Exports in millions of dollars USA 1,7 4,8 5,7 3,5 5,7 0,3 1,1
Imports in millions of dollars USA 477,2 | 319,4 | 239,9 306,3 274,8 18,3 18,1
Note — Compiled from the source [3, 4].

120



Hayunpiii xxypHan «Bectauk yuusepcurera « Typan» Ne 1(85) 2020 .

Over the past five years, the import of furniture to Kazakhstan has tended to decrease in value
terms, so in 2018, compared to 2014, the volume of imports decreased by 42% and 12% compared
to 2017. In 2014, the greatest value was achieved, that is, the volume of imports amounted to 477,2
million dollars, and subsequent years, and the data show a decline. This is due to the growing share
of «cheap suppliers», such as China, Thailand and other countries in the Asian region. In Figure 1,
we consider the countries the main importers of furniture in the Republic of Kazakhstan are reflected.
According to Figure 1, we can note that Russia is one of the major importers of furniture products in
the RK; it occupies 30% of the total supply structure. Next came Ukraine —22% and China with 20%
in the overall supply structure. In addition, the main furniture suppliers in the republic are Belarus,
Italy, Turkey and other countries. The list of furniture importers is listed in the order of 40 countries
of different continents.

O Other; 16%

Russia; 30%

Malaysia;Z%\

Ttaly; 1% ____|

Turkey; 3%

Belarus; 6% _/

China; 20% _—

Ukraine; 22%

Figure 1 — The main importers of furniture in the Republic of Kazakhstan

Note — Compiled by source [5].

In these countries, the furniture industry is well developed and there are quite large enterprises-
holdings equipped with the latest technology and high labor productivity. Due to the result of the
scale, they are able to produce products cheaper than our Kazakhstan furniture makers, which remains
the sector of furniture production under the order, which is not produced serially. In Turkey, China,
South Korea and some other countries there are special industrial zones in which, with the assistance
of the state and industry associations, favorable data have been made for the development of furniture
production. Entrepreneurs working in such special areas are provided with state-owned production
facilities on highly contracted terms. All communications are delivered to the buildings, interest-free
long-term loans and tax incentives are provided [6].

Further, for a full disclosure of the problems of the furniture industry and according to the
conceptual model (resource block), a PEST review of factors affecting the establishment of the
furniture industry in Kazakhstan is presented (Table 4).

Table 4 — PEST analysis of factors affecting the development of the furniture industry in Kazakhstan

Factors | Probability | Impact

Political

Changes in the legislation. High There may be inconsistencies in the output of
Adoption of new technical regulations for the new requirements.

components and furniture products.

Kazakhstan’s accession to the WTO. High High competition will create negative

prerequisites for domestic producers and can
drive them out of the market.

Increase in the volume of import of components | B High The threat of geopolitical security of the
(raw materials, materials) and furniture products. Republic of Kazakhstan
Economic

121



«Typan» yHuBepcUTETIHIH Xa0apiIbIChl» FRUTBIMU >KypHaib! 2020 x. Ne 1(85)

Table 2 (continued)

Change in foreign exchange rates. High Losses from changes in exchange rates.

High level of inflation. Average The fall in demand for products.

Changes in consumer preferences (forced
transition to products with lower prices).

Change in prices for utilities expenses of High Increase in the cost of production.

enterprises.

Change in interest rates on loans. High Increase in the cost of production.

Social and cultural

Changes in incomes of the population High Changes in the preferences of consumers

(the emergence of interest in innovative and
new products, or forced transition to cheap

products).
Increase of consumer education for furniture B High Changes in the preferences of the population
production. (increasing demand for quality products).
Texnonoruueckue
Low expectations of a technological breakthrough | High Losses, simple production capacity.
in the industry.
Preference of consumers of design to Average Low aspiration of manufacturers to pay
technological properties of products. attention to research and development and the
newest technologies.
Industry
Oscillation of demand for components and High Losses, simple production capacity.
furniture products (depending on the season).
Changes in the transportation and quality of raw | High Issue of poor-quality furniture products, loss of
materials. consumer confidence.
Change in the market price of raw materials and | High Increase in costs for the production of furniture
materials products.

Note — Compiled by the authors.

Thus, the review made it possible to identify the main features of the domestic furniture market.

1. The saturation of furniture production and channels for the sale of furniture products in the
central region — mainly in Almaty.

2. Price imbalance in manufacturing regions and regions where there are potential customers of
furniture products.

3. The client made the decision of the choice of products based on comparing the homogeneous
products according to the “price-quality” parameters.

Therefore, in order to compete with products from Russia and China, which account for the bulk of
imports, domestic furniture products should have the best performance in the designated parameters.
4. Associated with the purchasing behavior that determines the seasonality of furniture sales.

As noted above, the peak of furniture sales is reported for December, and for January and May —
the decline in sales volumes. In such cases, an elastic system of discounts or bonuses is required (for
example, discounts on furniture purchased or subsequent purchase, a ticket for free dry cleaning)
will allow furniture companies to stimulate sales of products during the recession. The highlighted
specificity is also important to consider when creating stocks for holidays, planning payments on loans
and borrowings, wages to employees, repayment of accounts payable.

5. Lack of branding of domestic furniture products.

The brand should be understood as “a unique and attractive image of consumption made with
the help of communicative influence”, under branding — “the process in which a product, becoming a
brand, acquires a value exceeding the retail price”.

Furniture products are sold through shopping centers. For the client, the shopping center is the
seller. Advertising in the domestic media “promotes” shopping centers. In fact, there is no advertising,
representing the domestic manufacturer. As a result, furniture itself is a brand; the brand is not
understood by the client and is not taken into account when choosing.
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In connection with this reason, one of the factors of furore in the furniture market is the sale of
products through branded salons, advertising a trade mark, as well as participation in domestic and
international furniture expositions. The lack of branding is manifested in the low culture of post-sales
service, and the client is interested in providing related warranty and service services. The above
features of the furniture industry need to be taken into account by the external user in evaluating the
results of the activities of furniture manufacturing organizations in the medium and long term, because
these features form competitive advantages and firm positions in the furniture market. The task of
operational management is to ensure the calculation of indicators reflecting the specific features of the
furniture market.

As practice shows, despite the fact that all domestic enterprises of the furniture industry are
actually in identical external conditions, among them there are those who have adapted to the external
environment and work absolutely safely. The key to the furore is the change in the orientation of the
production management doctrine: from production capabilities to customer satisfaction, which now is
considered one of the most modern and elastic implementations of enterprise management techniques
that allows the firm to survive in a competitive environment.

It should be noted that the imperfection of special technologies, low efficiency of labor and
other factors do not allow to ensure the intensity of production and to achieve an especially optimal
application of all types of sources. These factors reduce the competitiveness of domestic goods,
which, under the conditions of the Customs Union and the Global Trade Organization, may lead to the
displacement of local manufacturers from the markets and an increase in the share of imports.

Analysis of the peculiarities of the current stage in the development of the furniture industry made
it possible to single out its priorities, such as increasing the output of final products with high added
value, using options for increasing the export potential, unlocking domestic sources of economic and
production development, increasing the investment and innovation potential of economic entities, etc.
Realization of these goals, we believe, provides operational management of production, resolving to
solve problems Gain a competitive edge on the basis of the current industrial policy branch; orientation
to renew the technological structure of the industry, accelerated establishment of enterprises using
new innovative special technologies.
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Angarna

Makasana Ka3akCcTaHIbIK s)krha3 camachIH/ia Ke3IeCeTiH HEeT13T1 podiieMaap albUTFaH )KoHE OHBIH JKYMBIC iCTey
epeKIIeNiKTepi aHbIKTanFaH. JKypri3iires tajnay oTaH/pbIK xuha3 HapbIFBIHBIH €PEKIICTIKTEPiH aHBIKTayFa MYMKiH-
Jik Oepeii, ojap MbIHaJIApAaH Typajbl: AJIMarhl K. s)kuha3 eHIipiciHiH jkoHe knha3 eHIMIepiH OTKi3y apHaIapbIHbIH
KaHBIKTBIFBI, aspIIayIlbl OHipsiepae Oaratap sl TeHrepiMci3airi, xknhas caTyaslH May ChIMABUTBIFBIH aKbIH AW THIH
caThIN airy TopTiOi, oTaHABIK *kwha3 eHIMIEpiHIH OpeHANHTIHIH OonMaysl. ToxipubOe KepceTinm OoThIpFraHaai, sknhas
OHEPKICiIOIHIH OapIBIK OTAaHIBIK KOCIOPBIHAAPHI iC JKY3iHAE YKcac CHIPTKHI JKaFmaiiapaa opHalacKaHBIHA Kapa-
MacCTaH, OJIAP/IbIH 1IIiHJE CHIPTKBI OpTaFra OeiiMIemin, TaObICThI XKYMBIC iICTeI XKYpreHaepi 6ap. OuuaipicTiH 6ackapy
JIOKTPUHACBIHBIH OaFrJapblH e3repTyi TaObIC Kemiii OoubIn TaObuIazbl: OHAIPICTIH MYMKIHAIMHEH KIMEHTTIH TaJar-
TapblH KaHaraTTaHJbIpyFa, OyJl pUpMaHbIH O9CEKeNIeCTIK opTaja eMip CYpyiH KamMTaMachl3 €Tyre bIKIall €TeTiH
KOCIMOPBIHABI OacKapy/IblH €H 3aMaHayd dicTepiHiH Oipi Oombin Tadbutansl. JKnhas camachiH 1aMBITYAbIH Ka3ipri
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3aMaHFbl KarJaiIapbiHIa KOChIIFAaH KYHBI )KOFapbl OHIM ILIBIFAPYAbl YIFAUTY, SKCIIOPTTHIK JICYyETTi apTThIPY KOHE
KOCIMOPBIHHBIH MHBECTHLMSIBIK JKOHE WHHOBALMSUIBIK MYMKIHAIKTEPiH MaiaanaHy CHAKTBI OachIM OaFbITTapbIMEH
alikprHAanaael. OChl MaKcaTTapabl icke achlpy KaHa HHHOBALMSIIBIK TEXHOJIOTHSIIAP/BI KOJJIAHA OTBIPHII, CajlaHbl
TEXHOJIOTHSUTBIK, KaHAPTY HETi3iHIe OOCEKeNeCTIK apTHIKIIBUIBIKTAPBIH KYIICHTY MIHACTTEpiH MIEITyre MyMKIHIIK
OepeTiH OHIIPICTI JKemes 0acKapyapl KaMTaMachl3 €Te.

Tipex ce3nep: »xwuha3 HapbIFbl, IKCIIOPTTHIK dJIEyeT, OPEHIMHT, Oipereiisiri, 6aceKeIecTiK apThIKIIBUIBIKTAp,
JKETKI3YLIIIIep, Tajlaay.

AHHOTAIMSA

B crarbe pacKphITBI OCHOBHEIC MPOOJEMEI, C KOTOPHIMU CTAlKUBACTCS Ka3aXCTaHCKas MeOelbHas OTpacib,
BBISIBIICHBI 0COOCHHOCTH €€ (PYHKIIMOHUPOBaHMs. [IpOBe/IeHHBIN aHATN3 MMO3BOJUI BBISIBUTH OCOOCHHOCTH OTEYe-
CTBEHHOT0 MeOEJIbHOTO PhIHKA, B YaCTHOCTH, HACHIIIIEHHOCTh MEOCIHLHOTO MPOU3BOJCTBA M KAHAJIOB pealli3aluu
MeOeIbHOM MPOAYKIKH B I. AJIMAThl, JUCOATaHC [IEH B U3rOTABIUBAIOIINX PETHOHAX, MOKYATeIbCKOE TIOBEICHHUE,
OTPEICIISAIONICEe CE30HHOCTD MPOAAX MEOCIH, OTCYTCTBUEC OPCHAMHIA OTCYCCTBEHHONW MeOEIbHON mpomykimn. Kak
MOKAa3bIBACT MPAKTUKA, HECMOTPSI HA TO YTO BCE OTCYCCTBEHHBIC NPEANIPHUATHS MEOCIIEHON MPOMBINUICHHOCTH HAXO0-
JITCsl (PaKTHYECKH B MICHTHUYHBIX BHEIIHAX YCIIOBHSAX, CPEIH HUX €CTh T€ MPEAMPUATHS, KOTOPHIC aJallTHPOBAIUCH
K BHEIIHEH cpe/ie U padoOTaIOT yCIENnHO. 3aJI0roM yCIiexa CTAHOBUTCSI CMEHA OPHEHTALIUH JIOKTPHHBI YIIPABICHUS
[TPOM3BOJICTBOM: OT BEPOSITHOCTEH MPOU3BOJICTBA K YIOBISTBOPCHUIO TPEOOBAHUIN KIIMEHTA, YTO SIBJISETCS OIHOU U3
CaMBbIX COBPEMECHHBIX METO/IMK YIIPABJICHHUS MPEAIPUATHEM, CIIOCOOCTBYOIIEH 00€CIICUCHHIO BBKUBAHUS (DUPMBI B
KOHKYPEHTHO# cpefie. B COBpEMEHHBIX YCIIOBUSIX Pa3BUTHEC MEOCIBLHON OTPACIIH OMPEICIIICTCS TAKMMHU TIPUOPHUTET-
HBIMHU HAIPaBJICHUSMH, KaK YBEIIMYCHUE BBITYCKa MPOAYKIIUHU C BBICOKOMH JOOABICHHOM CTOMMOCTBIO, HApAIIMBAHUEC
9KCIIOPTHOTO IMOTEHIMANIa U HUCIOIh30BAaHIEC MHBECTUIIMOHHBIX M WHHOBAIIMOHHBIX BO3MOXXHOCTECH MPEATIPHUSTHS.
Peanu3zanus 3TuX 11e1eil 00ecreYnBaeT ONepaTiBHOE yIPaBICHUE IPOU3BOJICTBOM, MO3BOIISIOIIEE PEIIaTh 3a1aun
YCUJICHHSI KOHKYPEHTHBIX MPEUMYIIECTB Ha OCHOBE OOHOBIICHUSI TEXHOJIOIMYECKON OCHAIIIGHHOCTH OTPACIIH C TPH-
MEHEHHUEM HOBBIX HHHOBAIHOHHBIX TEXHOJIOTHH.

KiroueBsie ciioBa: MeOEIbLHBII PBIHOK, 3KCHOpTHLIﬁ IIoTCHIHA, 6peH)II/IHF, OPUTHMHAJIBHOCTH, KOHKYPCHTHBLIC
OpeuMynieCTBa, MOCTaBUIUKU, aHAJIN3.
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