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The objectives of this thesis research are to develop the strategic management 
plan for BIPEK AUTO, to define the main competitive advantages and their 
utilization in the strategic management of the case company and to create the 
strategy on customer relationship development to ensure growing customer 
loyalty toward the group. Achieving the three objectives is important for BIPEK 
AUTO to ensure that the company can maintain its competitive advantages on 
the market. 
 
The methodology of the research is based on an analysis of existing statistics 
and other data, primarily quantitative in nature, which helps form an objective 
picture of the situation. Additionally, questionnaire was used as a tool for 
collection of primary data, based on the opinion of fifteen respondents to assess 
BIPEK AUTO Company’s position. Moreover, the technique of joint work with an 
expert group in the form of an email questionnaire with open questions was 
involved in the research. 
 
The results of the research indicate that in BIPEK AUTO there is a need to 
focus on the opportunities of the external environment. It is appropriate for the 
group to continue scaling up the business using financial opportunities, 
competences, own production and strong market position. The goal is to reduce 
the position of main competitors and achieve 70% of the market share. Further, 
the group should focus on high service quality and improve long-term 
relationships with the customer, which can be achieved with a review of the 
positioning system. 
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1 Introduction 

1.1 Background and motivation of research 

The group of companies BIPEK AUTO specializes in vehicle manufacturing and trade in 

the Kazakhstan market. Currently, the group occupies over 50% of the country’s 

automotive market, which is achieved, in particular, through exclusive supply, sale and 

servicing rights of a wide range of low-cost segment vehicle makes, including KIA, 

Skoda, Chevrolet, LADA, UAZ, RENAULT, which are highly popular among the people 

at large. For example, the most popular brands in 2013 were LADA, Daewoo and 

Hyundai (Kapital 2014). 

Regarding the exclusive rights for supply, sale and servicing, still, there are time 

limitations according to contracts. Without the competitive advantage of BIPEK AUTO 

allowing to have a monopoly in the segment of popular low-cost brands, the future 

development of the TOO BIPEK AUTO group in the market is doubtful. The reason for 

such negative expectations lies in the absence of the single market concept of the 

group, as well as in the low customer loyalty. Thus, only 10% of the group's profit is 

formed of account of different services, while 90% is formed through the sales of 

vehicles and supplementary equipment. In other words, the main financial result of the 

group is provided by the exclusive rights and not by established relations with the 

customer, because the latter, having bought a vehicle, looks for other service providers. 

This is the reason why new strategy of BIPEK AUTO should be considered. 

The outcomes presented above are based on consistent analysis of the research 

questions. These issues are correlated with understanding the essence of the concept 

of a strategy, in which three basic elements can be allocated, namely, the organization's 

objectives, ways to achieve these objectives in the current market conditions as well as 

internal resources limiting the actions of the company. These elements can be found in 

the understanding of the meaning of the concept by a number of authors. For example, 

in the second half of the last century it was defined that the strategy is "the 

determination of the basic long-term goals and objectives of an enterprise, and the 

adoption of courses of action and the allocation of resources necessary for carrying out 

these goals" (Chandler 1962, 13). 

In contemporary business literature, the essence of the concept of a strategy is 

perceived in the same way, e.g. its definition is suggested as “the overall route to the 
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achievement of specific objectives and should describe the means by which objectives 

are to be reached, the time programme and the allocation of resources” (McDonald & 

Wilson 2011, 225). Besides, the three suggested elements of a strategy are presented 

in the list of the factors providing its successful execution, i.e. “goals that a simple, 

consistent and long-term”, “profound understanding of the competitive environment”, 

“objective appraisal of resources” and “effective implementation” (Grant 2010, 9-11). 

The research can be substantiated from three points of view. Firstly, the topic may be of 

interest to the top managers and owners of the BIPEK AUTO company, as they count 

upon long-term sustainable development of the business. Additionally, this research is 

aimed to solve the problem, because it is focused on the issues of forming new 

competitive advantages for the BIPEK AUTO Company and increasing customer loyalty 

in order to prevent the loss of the exclusive rights to supply, sell and render services for 

popular car makes of economy class. 

Secondly, the topic involves the personal interest of the author who wants to work out 

the BIPEK AUTO’s strategic development plan, as he is one of the Company’s 

managers. That is, being an employee of BIPEK AUTO, who undertook certain 

obligations in the organization development, the author considers the topic of this 

research to be one of the ways to prevent future problems of the Company and to 

improve his own professional skills. 

Thirdly, under the conditions of severe competition and consolidation of automobile 

market, the problem of searching for competitive advantages and building relations with 

the target group of customers is becoming increasingly urgent. It means that the results 

of this research may be of professional interest to managers from different industries. 

1.2     Objectives and outcomes of the research 

There are three main objectives of the present research. The first research objective is 

to develop the new strategic management plan with redefined competitive advantages 

for the group of companies BIPEK AUTO for long-term perspective. Political and 

economic instability of the external environment, challenges of meeting customer’s 

requirements in the current competitive situation as well as negative expectations of 

BIPEK AUTO management in connection with the possible loss of current competitive 

advantages justify this objective. It is important to specify managerial actions for further 

development of BIPEK AUTO in the market. 
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The second objective is to determine the main competitive advantage(s) and their 

utilization in the strategic management of the case company BIPEK AUTO. The case 

company may lose its current advantages regardless of managerial decisions made 

since exclusive rights are under control of suppliers. This objective is relevant to 

preparation the organization loss of current competitive advantages expressed in 

exclusive rights for the supply, sale and service of a number of vehicle brands in 

Kazakhstan. 

The third objective is to create the strategy for development of customer relationships to 

ensure increasing customer loyalty towards the BIPEK AUTO group. The actuality of 

this objective is emphasized by the fact that for now the loyalty of the company's 

customers is very low since only 10% of the group's profit is formed with account of 

different services. It could have a negative impact on the organization in the event of 

loss of the exclusive supply, sale and servicing rights to a spectrum of low-cost segment 

vehicle makes. 

By achieving these objectives, the research can lead to the number of outcomes. One 

of the outcomes is the long-term strategic development plan of the BIPEK AUTO group 

under conditions of loss of the current competitive advantage. In other words, the 

outcome is a complex system of management actions aimed at further development of 

the organization's business, despite a significant change in BIPEK AUTO company’s 

competitive advantage. 

Another outcome is the positioning system of BIPEK AUTO in the Kazakhstan market 

ensuring growing loyalty of the company’s customers, which will translate into the profit 

share of the company’s services. That is, the research will provide a vision of how 

BIPEK AUTO can differentiate itself from its competitors and build stronger relationships 

with its customers, despite the loss of exclusive rights for the delivery, sale and service 

of a number of automotive brands. 

The final outcome of the research will be the list of recommendations on strategic 

measures related to marketing aimed to increase the competitiveness of BIPEK AUTO 

in the Kazakhstan market. Accordingly, the research aims to formulate specific 

guidelines providing benchmarks for the BIPEK AUTO management to search 

operational measures to retain and strengthen the market positions of the organization 

in the market. 
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1.3 Research questions 

The research considers four interrelated questions. Each of them is presented and 

discussed below. 

1. Which strategic goals does BIPEK AUTO pursue, and how do these goals comply 

with the current strategic position of the enterprise? 

Within the framework of the research it is necessary to determine the goals of the 

development of BIPEK AUTO organization, since the direction of the company’s 

development can be concluded on this basis, as well as the gap existing between the 

current and desired market position of the enterprise in Kazakhstan. Understanding the 

goals of the company is one of three pillars of the strategy, and, therefore, no creation 

of a strategic plan for the development of BIPEK AUTO is possible without specifying 

the given issue. 

2. Which trends can be identified in the Kazakhstan automotive market at the level of 

macro and microenvironment, and what influence does the global market have on 

environments? 

Understanding the trends at the level of global and Kazakh automotive industry is 

required to determine the way of achievement of the organization’s goals. In other 

words, the study of environmental factors will allow making a conclusion as to how the 

company BIPEK AUTO can be developed on the vector assigned, and what a 

management activities programme of the organization should be. Accordingly, the 

research question is indirectly correlated with the second element of the strategy. 

3. What competitive advantages may BIPEK AUTO use to successfully advance in the 

automotive market in the long-term period? 

Determination of new competitive advantages of the company BIPEK AUTO is essential 

for preventing the changes that occur after the loss of exclusive sales for the supply, 

sale and service of automotive brands in Kazakhstan. Understanding of the potential 

competitive advantages of the organization is largely based on an analysis of the 

internal environment of the organization and understanding of its resource constraints. 

Therefore, the research question is directly related to the third element of the strategy. 
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4. Which activities at the level of strategy and positioning should be performed by 

BIPEK AUTO to ensure new competitive advantages and enhance competitiveness 

and customers’ loyalty? 

The research question is aimed at the specification of the programme of management 

activities which will support the development of BIPEK AUTO’s business model when 

forming new competitive advantages. That is the question reveals the second element 

of the strategy pointing to the actions to be taken by the organization to achieve the 

desired goals with certain trends of the external environment and internal resource 

constraints. 
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2 LITERATURE REVIEW 

2.1 Essence of a strategic management plan 

In order to understand the essence of a strategic management plan, the attention 

should be paid to business strategy itself. It can be done through considering the 

definitions that made the foundation for the modern perception of strategy in terms of 

business. 

According to Porter (1996, 68), strategy “is the creation of a unique and valuable 

position, involving a different set of activities”. Mintzberg and Waters (1985, 257) 

described strategy as “a pattern in a stream of decisions”. Drawing from definitions, 

presented above, in can be concluded that strategy involves the processes of decision-

making and implementation. However, definitions made by Porter, Mintzberg and 

Waters do not reveal fundamental elements of strategy. 

Andrews (1987) gave one of the most comprehensive definitions of the concept of a 

strategy. In his opinion, “strategy is the pattern of decisions in a company that 

determines and reveals its objectives, purposes, or goals, produces the principal 

policies and plans for achieving those goals”. Additionally, strategy “defines the range of 

business the company is going to pursue, the kind of economic and human organization 

it is or intends to be, and the nature of the economic and noneconomic contribution it 

intends to make to its shareholders, employees, customers, and communities” 

(Andrews 1987, 13). Another definition describes strategy as “the determination of the 

basic long term goals and objectives of an enterprise, and the adoption of courses of 

action and the allocation of resources necessary for carrying out these goals” (Chandler 

1962, p.13). 

The definitions by Andrews and Chandler allow making a conclusion that there can be 

determined three key elements within strategy, which reflect its essence. They are 

resource limitations within the organisation, guiding objectives of its development, as 

well as external factors, to which the organisation has to adapt in its transition from the 

current form to the desired one. If the organisation's objective sets a general direction 

for its development, correlating the company's resources and the factors of external 

environment that may affect it represent particular managerial decisions aiming to 

support the direction set. 
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The above elements were reflected in the theory yet in the past century and still can be 

found in the modern literature. For example, Grant (2010) points that successful 

strategy is based on simple long-term goals, understanding of the competitive 

environment and appraisal of resources (figure 1). 

Figure 1. Common elements in successful strategies (Grant 2010, 10) 

Thus, it can be concluded that from the managerial point of view, strategy represents a 

concept that introduces the understanding of business objectives, external factors and 

resource limitations. All the above elements are not predetermined and, consequently, 

must be identified, monitored and reconsidered as soon as any changes take place in 

the external and internal environment of the organisation. Therefore, business faces the 

task to formulate and successfully implement the strategy, which can be accomplished 

through a strategic management plan. 

Regarding the concept of a strategic management plan, there are various suggestions 

put forward by literature. One perception is that a strategic management plan “is a 

formally articulated choice of a particular future composition of activities and a particular 

market position for the whole organization such that it will achieve an optimal level of 

performance on a future context” (Stacey 2011, 72). In other words, a strategic 

management plan is a document that specifies efficient long-term managerial decisions 

of the company in accordance with its development objectives, resource limitations and 

specifics of the market environment. A strategic plan indicates fundamental principles in 

the development of an organisation, which are used as a conceptual basis for making 
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tactical decisions with account of changes that occur at the level of external and internal 

environment of the organisation. 

Therefore, a strategic plan should fully reflect individual elements of the organisation's 

strategy. For example, the analysis of the general process of strategic management 

allows determining that three initial steps are aimed at planning the strategy, as they 

represent the identification of the organisation's mission, the analysis of its external and 

internal environment and, as a result, formulation of the tasks and overall plan of the 

strategy (figure 2). Thus, in the course of the identification of the company's mission, 

which is “the reason that a firm is in existence” (Rugman, Collinson & Hodgetts 2006, 

47), the objectives of the company's development are determined, its purpose and 

general direction for its development are outlined. The analysis of the external 

environment allows obtaining the information concerning the factors and tendencies in 

the development of the market and, in particular, of the competitive environment. At the 

same time, the analysis of the internal environment allows understanding what resource 

limitations the organisation has. Thus, the process of strategic planning allows collecting 

all the basic data required to develop a strategy. 

Figure 2. The strategic management process in action (Rugman et al 2006, 47) 

It can be concluded that a strategic management plan describes the key elements of 

strategy. It determines the objectives in the organisation's development and how they 

can be achieved depending on the specifics of a particular situation. This fact 

determines the structure of this research, which mainly concerns the aims and 

objectives in the development of BIPEK AUTO, the tendencies in the global and Kazakh 

automotive market, strengths and weaknesses of the company and the consequent 

managerial decisions. 

2.2 Description of competitive advantage  

The development of strategy is directly connected with determining the organisation's 

competitive advantages. Thus, according to Hitt, Ireland and Hiskisson (2011) a 

strategy “is an integrated and coordinated set of commitments and actions designed to 
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exploit core competencies and gain a competitive advantage”. Consequently, in this 

research competitive advantage can be viewed as a certain objective within the frames 

of implementing the company's strategy. 

Competitive advantage represents “a function of the firm’s resources and capabilities, 

the opportunity they create in a dynamic environment, and the firm’s adaptive capability 

to respond to market changes” (Smit & Trigeorgis 2004, 38). Utilizing the competitive 

advantage the organisation exploits its strengths, which make it unique in comparison 

with the competitors. In other words, creation of a competitive advantage singles out the 

company from the general market offering, which makes it more noticeable for potential 

clients. 

It is important that “establishing competitive advantage involves formulating and 

implementing a strategy that exploit a firm’s unique strengths” (Grant 2010, 125). 

Alternatively, the company's strategy and its competitive advantage are interconnected 

due to the fact that the strategy outlines the ways for using the organisation's resources 

in the course of its development. Additionally, under high competitive pressure, the 

utilization of those resources should ensure the uniqueness of the organisation's 

offering. Accordingly, in order to determine the competitive advantages of an enterprise 

and the ways in which they can be exploited within the frames of the organisation's 

strategy, a successive and comprehensive study of its resource limitations and 

capabilities regarding to the market should be carried out. 

It should be noted that determining competitive advantages involves understanding 

where and how the company can strengthen its relationships with customers and 

ensure their loyalty. First of all, competitive advantage is the function of the company's 

resources and capabilities, which exactly focus on meeting the needs of the target 

customers. At the same time, competitive advantage fully depends on the competitive 

environment, as it reflects the uniqueness of the organisation compared to other players 

in the industry. Along with that, this uniqueness should be expressed in the company's 

specific offering, in its positioning (Becerra 2009). Effective exploitation of the 

organisation's resources along with its positioning in the market create customer value 

(figure 3). 
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Figure 3. A value-based model of firm strategy (Becerra 2009, 74) 

Thus, competitive advantage per se is rare and valuable for the customer, as it reflects 

the needs of the target audience and, along with that, distinguishes the company from 

competitors (Becerra 2009). Competitive advantage makes the company one of a kind 

for a particular group of customers. This fact means that the clients become increasingly 

interested in cooperating with the company, while the absence of analogues contributes 

to long-term relationships. 

Drawing from the model presented here, it can be concluded that strategic planning 

should be aimed not only at the careful study of resource limitations and capabilities of 

the organisation in order to identify its competitive advantages, but at determining the 

principles of the organisation's positioning. This step allows finding out the reasons why 

the company is unique for the target customers. In other words, positioning helps the 

customer identify the specific features of the company’s offering and establish certain 

relations between the buyer and the seller. Thereby positioning, which reflects certain 

competitive advantages, can be considered as the basis of customer loyalty, which “is 

created by respecting the brand features that initially seduced the buyer” (Kapferer 

2008, 37). Consequently, positioning should be included as one of the steps in this 

research. 
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3 METHODOLOGY OF RESEARCH 

3.1 Research philosophy 

There is a wide range of philosophies that can serve as a basis to perform a certain 

research. In particular, research philosophies include positivism, realism, interpretivism, 

pragmatism, objectivism, subjectivism, axiology, ontology and epistemology (Saunders, 

Lewis & Thornhill 2009, 109-118). Nevertheless, there are two key philosophical trends, 

i.e. positivism and interpretivism (Collis & Hussey 2014, 16-18), which should be 

considered in more detail in order to substantiate the approach of this research. 

If the research is based on the philosophy of positivism, its essence lies in the traditions 

of natural sciences (Saunders et al 2009), testing of the theory (Hallebone & Priest 

2009). In other words, according to positivism the researcher prefers "working with an 

observable social reality", while "the end product of such research can be law-like 

generalizations similar to those produced by the physical and natural scientists" 

(Remenyi, Williams, Money & Swartz 1998, 32). Accordingly, positivism is aimed at 

forming an objective opinion regarding a particular phenomenon. 

Within the framework of the philosophy of interpretivism, research problems are 

considered from a completely different point of view, since it is a matter of the 

development of narrative theory but not of its testing (Hallebone & Priest 2009). 

Interpretivism assumes that complex, multifarious and ever-changing nature of the 

business cannot be simplified to a few generalizing laws. On the contrary, in each 

separate case the social role of separate individuals becomes important, who interpret a 

specific situation not only according to external information but also according to their 

own position and opinion (Saunders et al 2009). For this reason, research results are 

based on a subjective opinion, which contains all the details and aspects of the situation 

under study. 

In the context of this research, the main objective is to develop a strategic plan for the 

case organization, which should be based on a single view of its development 

objectives, resource constraints, as well as market trends. Thus, an objective view of 

the situation should be drawn up, which does not include the effect of individual social 

actors, as BIPEK AUTO organization appears as a whole, out of perception of separate 

individuals. Therefore, it can be concluded that this research is based on philosophy of 

positivism. 
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3.2 Research approach 

There are two fundamental approaches for the research, i.e. deduction and induction 

(Sekaran 2003). The deduction approach tests existing theory, serving as a tool to solve 

a specific problem. In other words, the conclusions are made from the general to the 

particular (Saunders et al 2009). That is, within the framework of the deduction the 

ultimate goal is to obtain certain conclusions regarding the situation analyzed in the light 

of existing knowledge. 

The induction, on the contrary, is aimed at searching for new theoretical findings in 

accordance with the results obtained in an in-depth study of a particular empirical 

experience. Accordingly, the conclusions within the approach are made from the 

particular to the general (Saunders et al 2009). Therefore, the induction approach 

allows having a look at the institutional theoretical knowledge through the prism of the 

particular results obtained. 

It is necessary to bear in mind that the deductive approach in greater degree is focused 

on the collection of quantitative data and scientific principles to test specific hypotheses. 

This leads to the abstraction of researchers from the object of research. At the same 

time, in the framework of the induction, close attention is paid to specific qualitative data 

and detailed description of the context that involves the researcher in a specific situation 

making him a part of the object of research Saunders et al. 2009). 

The present research is based on a sequence of the development of the strategic plan, 

which should reflect objective managerial decisions. Therefore, the existing theory is 

applied as a tool for solving a specific management problem associated with the 

development of the BIPEK AUTO company with the possibility to lose exclusive rights 

for the supply, sale and service of a number of automotive brands in Kazakhstan. 

Accordingly, the research uses the deductive approach. 

3.3 Methods of data collection 

An analysis of ready-made statistics and other quantitative data is one of the basic 

techniques for this work as the research is based on philosophy of positivism. The 

reason for using this technique lies in the large role of secondary data, primarily of a 

quantitative nature to be able to form an objective picture of the situation (Saunders et 

al. 2009). In addition, the availability of quite a wide range of relevant data sources for 
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the author, i.e. open statistical bases, the company’s internal documentation, 

competitors’ web sites, is the reason of this choice. On top of that the sequence of 

strategic planning should be considered, basing on the results of the previous stages of 

the research. That is, in such conditions an analysis of secondary data can be regarded 

as an acceptable option for quite simple and prompt collection of a broad sample of 

data serving as a basis for the study, which corresponds to the concept of positivism 

and deductive approach (Saunders et al. 2009). 

Questionnaire has been also used within the framework of the study as a tool for 

collecting primary information. The substantiation of the questionnaire as a convenient 

tool within the context of this work is based on the fact that the issues related to 

assessment of the company’s current position and assessment of market trends can be 

structured for convenience of generalization. Furthermore, the questionnaire was about 

polling of several respondents, which, on the assumption of interviewing, would have 

involved a significant time consumption that the author found as apparently limiting. 

The questionnaire survey was carried out in two stages: the definition of the objectives 

of BIPEK AUTO development, as well as the specification of the key trends in the 

Kazakh automotive market. At both stages of the questionnaire survey the same sample 

size was used consisting of representatives of top and middle management of the 

organization, which are involved in the strategic management process and, therefore, 

have the understanding of BIPEK AUTO’s strategic objectives and main market trends. 

It should be noted that this means small total population of respondents possessing the 

necessary competences to participate in the survey. For this reason, the sample size 

shall be small as well, as it calculated below. 

When calculating the relevant sample, it was concluded that the acceptable level of 

confidence is 95 %, z-factor equals 1.96, while the margin of error (e) is 5%. At the 

same time, in the framework of both questionnaire forms, the respondents were asked 

to select four possible responses, i.e. market trends or objectives of the organization 

goals, out of ten ones. Accordingly, the range of responses (R) is 60%, while the 

population standard deviation () is 10 % (R  6) (Groebner, Shannon, Fry & Smith  

2011, 327). As a result it is determined that an acceptable sample size is fifteen 

respondents (formula 1). 
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, (1) 

Moreover, distinguishing the technique of joint work with an expert group in the form of 

a questionnaire via email is essential. The reason for using such a method lied in the 

fact that, while searching for competitive advantages and elaborating specific steps on 

their design and use, the researcher had to involve various opinions of competent 

people. Joint work with experts made it possible not only to enhance objectivity and 

accuracy of final conclusions and managerial recommendations, but also to arrange a 

sequential tracking of steps of their development in the course of joint discussion of the 

collected data. The group of experts included four representatives of BIKEP 

management team, namely director of production, director of commerce, director of 

organizational development and financial director. 

3.4 Methods of data analysis 

This study, in its essence, is a gradual elaboration of a strategic plan of the case 

company’s development in the market, from setting of objectives to identification of 

specific steps to achieve them. In this connection, on all stages it is important to 

understand causal relationships between particular factors and, in doing so, to see the 

whole system. In other words, a synthesis of data and analysis of interrelation of 

particular items is made based on logical reasoning. Apart from that, with a view to the 

analysis of various tendencies and systems, an illustrative picture of changes in 

progress is made, which justifies plotting of charts and diagrams, as well as graphical 

schemes. These tendencies are mainly expressed in quantitative data, which has 

required to perform cost estimates enabling to obtain additional information about the 

market, e.g. comparative figures and rate of growth. 

Nevertheless, the largest contribution to implementation of the assigned objectives of 

research is made by methods of strategic analysis, such as PESTLE, the five forces 

model, analysis of key factors to success, SNW, which describes strong, week and 

neutral sides of a company, SWOT, as well as 7P model. Such methods of analysis as 

cost estimates, plotting of schemes and charts and logical reasoning served as auxiliary 

tools enabling to understand more profoundly the collected information based on its 

separate items. As for the methods of strategic and marketing analysis, they help to 

synthesize and structure information, which afterwards results in achievement of well-

founded managerial conclusions. In their turn, such conclusions have a direct impact on 
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the results of elaboration of the plan for the group’s strategic development, identification 

of its new competitive advantages, as well specification of steps to increase customers’ 

loyalty. 

The set of tools made of the matrix containing PESTLE, five forces model and analysis 

of key factors to success allows carrying out of a structured study of trends at the level 

of the market’s macro and microenvironment. At the same time using of SNW is 

necessary in order to assess correctly the current position of the BIPEK AUTO group 

and emphasize its main strengths and weaknesses on the first stages of plotting of a 

strategic plan. Accordingly, the SWOT matrix is needed to synthesize all preceding 

conclusions in order to identify company’s new competitive advantages ensuring its 

successful alternative development in the market. In the meantime, the 7P model is 

essential for specification of BIPEK AUTO’s positioning system on different levels of 

supply to increase loyalty of retail customers. The 7P model includes product, price, 

promotion, place, processes, people and physical evidence. 
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4 DISCUSSION OF RESEARCH RESULTS 

4.1 Current BIPEK AUTO strategic goals and plans 

4.1.1 Mission, vision and strategic goals of BIPEK AUTO 

First of all, the strategic goals of BIPEK AUTO should be expressed in its mission and 

vision. According to the organization's internal documents, i.e. annual reports, 

presentations, and the top management viewpoints, the mission of BIPEK AUTO is to 

provide the opportunities to travel comfortably to a wider population. In other words, the 

company's initial objective was to solve a particular social problem in the country 

characterized by low incomes of the population, e.g. $656 per month in 2013 (Awara, 

2013) and a lack of affordable personal transport. 

At the same time, the vision of BIPEK AUTO can be summed up as follows: an absolute 

unchangeable leader both from the point of view of production and sale of motor 

vehicles. As one of the company's managers commented on this objective, the group 

must provide "hundreds of thousands of cars at affordable prices, high-output facilities, 

hundreds of thousands of work places, a significant position in Kazakhstan's economy 

or even in Eurasian market". This vision is completely aligned with the mission, as the 

aim is to solve a social problem of affordable vehicles on the level of the country can be 

ensured only through a dominant position of BIPEK AUTO in the market. In other words, 

BIPEK AUTO initially chose the largest segment of economy class vehicles, which 

determined the scale of the group's business. Nevertheless, today, it is doubtful that the 

vision could be easily implemented, for one cannot speak of stable leading positions of 

BIPEK AUTO given the loss of the right to manufacture and sell certain low-cost car 

brands. 

Still, the strategic goals of the BIPEK AUTO group related to its development in 

Kazakhstan's car market are defined based on the vision. They imply to gain no less 

than 70% of the industry market and, accordingly, to significantly reduce the positions of 

the company's major competitors. To fulfill this goal and achieve stable development of 

the business in the long run, the top management of BIPEK AUTO plans to build 

modern car service centers in all major cities of the country. Also, the top management 

intends to establish large capacity automotive assembly plants with the focus on 

maximum localization, i.e. with least dependence on supply of components and 

cooperation with the key suppliers. Besides, the prospects for optimizing business 
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processes and improving customer service are considered. Alternatively, the strategic 

goals of BIPEK AUTO are focused on gradual strengthening of the group's positions as 

an actual market leader in the long run. 

The above conclusions are based on the questionnaire survey of the managers 

(appendix 1 and appendix 2). The questionnaire survey aimed to specify the objectives 

in BIPEK AUTO's development. Therefore, the variants of answers were composed on 

the basis of a range of different documents, presentation materials and management 

speeches, wherein various views on further development of the organisation were 

expressed. The visual representation of the results can be found in figure 4, where the 

priority was given to the options chosen by no less than 45% of the respondents. 

Figure 4. Results of the BIPEK AUTO management survey related to organization’s 

objectives 

However, it is not that easy to achieve such ambitious goals in the face of possible loss 

of exclusive rights by BIPEK AUTO. Hence, one should get an understanding of the 

current plans of the groups' management concerning further development of the 

organisation with account of the existing risks and defined strategic objectives. 
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4.1.2 Correlation of BIPEK AUTO strategic goals with its current position 

The current market share of BIPEK AUTO is reaching close to 55%, i.e. there still 

remains 15% to the defined objective, which cannot be viewed as an impossible task in 

the long run. As a matter of fact, the group has already managed to increase the 

occupied market share by approximately 20% over 2009-2014, i.e. it has the experience 

of successful expansion and scaling up the business. Nevertheless, the higher the 

consolidation of the industry is on the part of BIPEK AUTO, the more significant the 

resistance of competitors is. At the present moment competitors attempt to maintain 

their positions in higher-cost segments, which, consequently, places more demands on 

quality. 

Accordingly, 70% of the market share can only be obtained in case BIPEK AUTO is 

able to maintain positions in the low-cost segment successfully, which will require the 

company to scale up its business proactively. Additionally, BIPEK AUTO should 

constantly works on improving services quality. Thus, one can observe that both the 

revision of the organisation's strategy and its realignment in the context of establishing 

relationships with the clients represent topical issues in terms of the development of 

BIPEK AUTO in the long run. 

Moreover, the group is implementing the project on construction of the plant jointly with 

the Russian automobile manufacturer JSC AvtoVAZ. The capacity of the plant, which 

will have been accomplished by 2016, will be 120 thousand cars per year. To compare, 

165.7 thousand new cars were sold in Kazakhstan in 2013, albeit this indicator sees 

continuous growth (AKAB 2014). That is, a large technological park is implied, which will 

be responsible for the manufacture of components and assemblies as well as other 

spare parts, including pressed iron and seats, which determines that the capacities are 

highly localized. The project targets Russia's market and, accordingly, on this basis the 

BIPEK AUTO group can expand to new territories. 

It is noteworthy that BIPEK AUTO will not have any exclusive rights in the Russian 

market and, along with that, it will have to compete with strong dealers, which have 

been developing under high competition from the very start and, consequently, maintain 

certain level of customer service at the present moment. In other words, not only further 

consolidation of the Kazakh market, but also a successful entry to Russia's market are 
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based on the revision of BIPEK AUTO's strategy towards new competitive advantages, 

which suggests the offering of high quality services. 

4.2 Analysis of trends for the Kazakhstan automotive market 

4.2.1 Influence of global automotive market on the trends in the Kazakhstan 

Firstly, trends of the global car market should be considered, as they have a certain 

impact on the situation in the context of Kazakhstan. One of the key trends in the global 

automotive market is а slow, yet steady increase in the volume of trade. For example, in 

accordance with figure 5, which is adopted from KPMG (2013, 7), it is forecasted that 

over the period of 2013-2020 global sales of passenger cars will grow by almost half, 

from 83 to 118 million cars, which corresponds to the compound annual growth rate or 

CAGR at the level of 5.2%. But it should be taken into account that the growth rate of 

the market will gradually decrease. 

Figure 5. Forecast of global sales of passenger cars, million units (KPMG 2013, 7) 

Against the background of enlargement of the automotive market, a few important 

changes are taking place. Firstly, gradual consolidation of the market is becoming 

noticeable, resulting in reduction in the number of dealers that sell cars. For example, in 

the United States over the period of 2006-2013 their number decreased from 21.5 to 

17.6 thousand, or by 18.1%, while in Germany from 16.0 to 13.3 thousand, or by 16.9% 

(Mohr Mohr, Müller, Krieg, Gao, Kaas, Krieger & Hensley 2014, 10). That is, in a 

competitive environment selection of those companies is occurring that are able to best 

meet the needs of the buyer. 
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Concurrently, consumer interests are also beginning to change. In the case of the 

developing states, a gradual reduction in the key sub-premium segment can be 

observed, which includes such brands as VW, Skoda, Ford, Nissan, Renault, Citroen, 

etc. During 2000-2013, its share decreased from 90.1% to 85.9%, and by 2020 it may 

reach 84.0%. Along the same lines, there is an expansion of the premium segment, 

which features BMW, Mercedes-Benz, Audi, Lexus (KPMG 2013). Figure 6, which is 

adopted from KPMG (2013, 13), illustrates the conclusions. 

Figure 6. Structure of the car sales by segment in the developing countries (KPMG 

2013, 13) 

In the developing countries, the situation is somewhat different. Despite the fact that the 

sub-premium segment here is also considered to be a major one, it goes down more 

actively as opposed to the well-off countries. For instance, in 2000-2013, its share 

decreased from 87.6% to 75.5%, and by 2020 should reach 71.7%. But in recent years 

there has been a significant expansion of the economy segment, which engulfes such 

brands as Dacia, Lada, Suzuki, Dongfeng. For 2000-2013, the share of the economy 

segment almost doubled, accounting for 20.0%. It is expected that in 2020 there will be 

further enlargement of the segment and its share will reach 22.8% (KPMG 2013). Figure 

7, which is adopted from KPMG (2013, 13), reflects the tendency. 

Also, noticeable changes in the channels of promotion and marketing of cars can be 

observed. As an example, in Germany in 2000, as the main information channels 

influencing consumer opinion on certain car makes and models, were the results of 

testing and brochures. According to data, 64% of the audience was oriented to testing 
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results and 50% – to brochures. In 2012, the situation changed dramatically. The 

Internet became the dominant news channel, as 70% of the audience began referring to 

it (Mohr et al. 2013). Figure 8, which is adopted from Mohr et al. (2013, 16), depicts this 

change. 

Figure 7. Structure of the car sales by segment in the developing countries (KPMG 

2013, 13) 

The changing roles of the individual channels affected not only information of the 

customers, but also car sales system due to the development of new technologies. For 

example, about 500,000 new vehicles are annually purchased on eBay Motors web-site, 

while the largest portal that sells cars in Europe, AutoScout24, registers more than 300 

million visits with the offers of vehicles per month (Mohr et al. 2014). Although in reality 

these figures so far prove a small proportion of the online channel in car sales, e.g., 

eBay Motors features just 0.6% of global sales, a new trend is associated with the 

change of cap sales approach (Mohr et al. 2014). 

One of the key barriers to online trade in cars is the importance of a test-drive, 

regardless of the country of residence or age of the buyer. For example in Europe only 

23% of buyers are ready to purchase a car without a test-drive, in China – 12%, while in 

the United States – 10%. Among the age groups, people older than 55 years are ready 

to purchase a car without a test-drive in 20% of cases, people from 35 to 54 years old – 

in 19% of cases, while people aged 18 to 34 years old – in 15% of cases (Mohr et al. 

2014) (figure 9). Therefore, it can be concluded that so far dealers will continue to hold 

dominant positions in world trade in motor vehicles (Mohr et al. 2014). Figure 5, which is 
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adopted from Mohr et al. (2014, 13), presents the importance of a test-drive for the 

buyer by country and age. 

Figure 8. Main sources of information affecting the decision to purchase a car in 

Germany (Mohr et al. 2013, 16) 

Figure 9. The importance of a test-drive for the buyer in US, Europe and China (Mohr et 

al. 2014, 13) 

This fact does not mean that in the dealer channel the situation remains stable. The 

growing role of the Internet as an information channel has led to the scenario, when the 
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buyer became more familiar with a wide variety of brands and models. As a result, 

many consumers would like to see the development of new formats of dealership. In 

78% of cases it is about creation of test-drive centers and in 77% of cases it is about 

creation of superstores, which will allow the buyer to get familiarized in practice with a 

wide range of vehicle models and even purchase the favorite version on the spot, 

without any delivery time. Additionally, 58% of US, Europe and China consumers 

consider it expedient to create online stores that would support a complete process of 

selling cars via the Internet (Mohr et al. 2014). Figure 10, which is adopted from Mohr et 

al. (2014, 15), reflects the attractiveness of six different dealer trade formats. 

Figure 10. Attractiveness of the new formats of dealer trade in US, Europe and China 

(Mohr et al. 2014, 15) 

It can be concluded that the international market of trade in motor vehicles is featuring a 

number of new trends related to the stable, yet slowing down growth in sales, 

consolidation of the dealer channel, and change in the consumer preferences in the 

context of the acquired car brands, information channels, and sales channels. As will be 

demonstrated within the framework of further analysis, some of these trends have 

already begun to emerge in the automotive market of Kazakhstan, or, conversely, run 

counter to its specificity. 
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4.2.2 Main macro environment trends for the Kazakhstan automotive market 

The study of the automotive market of Kazakhstan requires, in the first place, analysis 

of the factors that have an impact on it from the outside. Accordingly, attention should 

be paid to the trends of macro environment related to such areas as politics, economy, 

society, technology, environment, and law. Because of its size, the car market is, in 

varying degree, associated with each of these factors. 

In the political sphere of Kazakhstan, a gradual reduction in the level of corruption in the 

government can be seen, but so far the changes are minor and unstable. During 2008-

2013 assessment of transparency in public administration in Kazakhstan increased from 

2.2 to 2.6 points out of 10.0, which means that, despite some positive developments, 

corruption still exercises significant pressure on business (Transparency International 

2014). Figure 11, which is modified from Transparency International (2014), 

demonstrates the trend. 

Figure 11. Dynamics of corruption perceptions index in Kazakhstan, from 0 to 10 points 

(Transparency International 2014) 

Concurrently, a gradual increase in efficiency of the state apparatus in business sphere 

can be observed. Thus, during 2008-2013 Kazakhstan moved from 80th to 53rd position 

out of 185 countries on the ease of doing business survey, e.g. starting a business, 

dealing with construction permits, getting electricity and registering property (World 

Bank Group 2016). Figure 12, which is adapted from World Bank Group (2016), shows 
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the trend. This fact affects, inter alia, the dealer networks that are in need of solving 

construction, customs, tax and other issues. 

Thus, despite high level of corruption, Kazakhstan's public administration system is 

becoming more competitive and attractive for business. According to figure 12 the 

improvements are gradual and orderly, especially in recent years. This fact indicates 

that certain adjustments have been made to the business threats posed by the political 

environment of the developing country. 

In the economic sphere, a positive factor is the long-term GDP growth in Kazakhstan. 

According to figure 13, which is modified from Euromonitor (2014), it is forecasted that 

from 2013 to 2020 its volume will increase up to the level of 391.7 billion US dollars, 

which is 74.5% higher than the current result and corresponds to the CAGR at the level 

of 8.3% (Euromonitor 2014). This means that Kazakhstan is an actively growing 

economy, which has significant potential for the development of the automotive industry. 

Figure 12. International position of Kazakhstan by the ease of doing business index 

(World Bank Group 2016) 

The reason for this conclusion is that an increasing number of work places and higher 

household incomes, higher social level and increased expectations of people regarding 

their own living standards usually accompany economic development. As a result, a 

personal vehicle, which provides comfortable ride and freedom of movement to an 

individual, makes an even more attractive purchase that concurrently becomes more 

affordable due to stable and growing household incomes. 
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Figure 13. Dynamics of Kazakhstan’s GDP, billion US dollars (Euromonitor 2014) 

Against the background of the economic growth, weakening of the national currency of 

Kazakhstan can be observed. For example, while in 2008 the average dollar exchange 

rate in the country was 120.3 tenge, in 2013 it was 152.1 tenge, an increase of 26.4%. 

By 2020, the exchange rate may continue to grow as shown in figure 14, which is 

modified from Euromonitor 2014. It is expected that the dollar value will reach 212.0 

tenge, exceeding the current level by 39.4%, CAGR at the level of 4.9% (Euromonitor 

2014). Generally, this trend has a negative effect, as imports form the basis of 

Kazakhstan’s car market. However, it should be noted that this factor also leads to an 

increase in the competitiveness of domestic production and substitution of more 

expensive imports. 

Economic development of Kazakhstan leads to expansion of the lending market, which 

in turn promotes the growth of demand for expensive products on the part of the 

population, particularly for automobiles. This is proved by historical data from figure 15, 

according to which during 2008-2013 the volume of private liabilities to Kazakh banks 

grew up by 24.5%, despite the recession of 2009-2010 (Euromonitor 2014). 

Yet, it is also apparent that the economic growth and, as a result, inflation expectations 

and the growth of consumer activity of the public served as factors increasing the cost 

of automotive fuel. Remarkably, while the cost of diesel fuel after the recession in 2009 

still could not reach pre-crisis levels, the cost of quality gasoline exceeded it by 18.1%, 

9.8 vs. 8.3 US dollars per 10 liters. The cost of motor fuel in Kazakhstan is presented in 
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figure 16, which is modified from Euromonitor 2014. The fact of cost growth raises the 

costs of the car and makes it less attractive for the buyer. 

Figure 14. Dynamics of the dollar rate denominated in tenge, USD/KZT (Euromonitor 

2014) 

Figure 15. Volumes of private liabilities to the banks in Kazakhstan, billions of US 

dollars (Euromonitor 2014) 

Thus, from the perspective of the economic factors, one can observe an active 

development of Kazakhstan's economy in the long-term, which will contribute to further 

development of automotive industry in the country. Nevertheless, there are negative 

circumstances that affect the process of car popularization, namely, weakening of the 

domestic currency and rising prices of fuel. 
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Figure 16. The cost of motor fuel in Kazakhstan, USD (Euromonitor 2014) 

However, in the analysis of social factors it can be concluded that in the end the rising 

cost of fuel may not significantly affect demand. In the context of economic growth, an 

active increase in the average income of the people is occurring. In fact, in 2008-2013, 

their value increased from 5.7 to 10.3 thousand US dollars per year, which corresponds 

to 79.7%. By 2020, average annual growth at the level of 9.4% is projected, hence 

incomes of the population will reach the level of 19.3 thousand US dollars (Euromonitor 

2014). The forecast of average annual income of Kazakh population is presented in 

figure 17, which is modified from Euromonitor (2014). 

Figure 17. Dynamics of the average annual income of the population in Kazakhstan, 

thousand dollars (Euromonitor 2014) 
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Additionally, during 2008-2013 the rate of unemployment in Kazakhstan went down 

from 6.6% to 5.2%, and in 2014-2020, according to the forecast, it will fluctuate in a 

range from 5.1% to 5.2%, indicating the stability of the labor market (Euromonitor 2014). 

This fact is demonstrated in figure 18. Permanent employment not only improves public 

confidence in the future and thus contributes to the growth of its consumer activity, but 

also serves as a good security for credit institutions. 

One of the consequences of income growth and reduction in the unemployment rate is 

the increase in household spending on the purchase of cars, motorcycles and other 

vehicles. For example, in 2008-2013 its volume increased by 76.2%, from 1.76 to 3.10 

billion US dollars. In the long term, up to 2020, the average annual growth in consumer 

spending will account for 10.1%, as a result of which it will reach 6.04 billion US dollars, 

or 1.5% of the total GDP of Kazakhstan (Euromonitor 2014). Figure 19, which is 

modified from Euromonitor (2014), depicts the forecast of consumer expenditures on 

purchase of vehicles in Kazakhstan. This fact clearly indicates that the Kazakhstan 

automotive market has great prospects for development in the future. 

Figure 18. Unemployment rate in Kazakhstan (Euromonitor 2014) 

On the whole, the conclusion can be drawn that despite some negative circumstances 

related to economic aspects, a stable social development of Kazakhstan's population is 

forecasted in the long-run, which is reflected in increased household incomes, 

decreased unemployment rate and, as a result, raised overall expenses of the 

population on the purchase of personal vehicles. 
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Figure 19. Dynamics of spending of the population of Kazakhstan to purchase cars, 

motorcycles and other vehicles (Euromonitor 2014) 

Technological factors play an important role in the development of Kazakhstan 

automotive market. For example, penetration of the Internet channel increases, which, 

in line with global trends, is a key source of information for users who want to buy a car. 

In 2008-2013, the share of Kazakh population using the Internet went up from 11% to 

54%, while the proportion of users who have high-speed broadband connection 

increased from 48.2% to 97.4%. It is forecasted that by 2020, all users in Kazakhstan 

will use broadband connection, and, at this, their share of the population will reach 

73.7% (Euromonitor 2014). This forecast is shown in figure 20, which is adapted from 

Euromonitor (2014). 

The popularization of the e-channel builds a springboard for the development of new 

technological solutions in car sales in Kazakhstan. In other words, the changes that take 

place in the long run should give an impetus to the market changes, which can already 

be observed in the developed economies, i.e. creation of large websites for online car 

sales, search for relevant data on Internet offerings. 

It should also be borne in mind that new technological solutions significantly improve 

comfort, safety and efficiency of vehicles, extending their functionality. For example, 

according to 2013 data, passengers would like to expand their capabilities in many 

ways during the car ride. This applies not only to such standard things like watching the 

road or listening to music, but also talking on the phone, reading, watching videos, 

browsing the Internet, sleeping, playing video games, and even working or performing 
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physical exercises (Consumer Electronics Association 2014). All the preferences are 

shown in figure 21, which is adopted from Consumer Electronics Association (2014). 

Thus, the modern car departs from the concept of a simple means for movement and 

gradually fills human life in new directions, aided by technologies. 

Figure 20. Dynamics of the Internet penetration in Kazakhstan (Euromonitor 2014) 

Figure 21. Passengers’ priorities given that increased comfort and functionality of a 

vehicle are provided (Consumer Electronics Association 2014, 10) 
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Factors related to the environment have some impact on the automotive market of 

Kazakhstan. In 2008-2013, emissions in the atmosphere of carbon dioxide or CO2, 

arising from the consumption of fossil fuels, increased by 10%, from 184.9 to 203.3 

million tons. At the same time, per one object, carbon dioxide emissions in Kazakhstan 

decreased by 34.6%, from 1.38 thousand grams/USD to 0.91 thousand grams/USD 

(Euromonitor 2014). The tendencies are shown in figure 22, which is modified from 

Euromonitor (2014). Thus, it can be concluded that in the conditions of environmental 

degradation in Kazakhstan, work on environmental protection is carried out leading to 

the reduction of specific emissions. Accordingly, the relevance of new cars that use 

more efficient technologies increases in the country. 

In conclusion, legislative changes associated with the reduction of customs duties on 

cars imported into the territory of Kazakhstan can be presented, after the country’s 

accession to the WTO in 2015. It is predicted that their reduction will occur in stages 

over the next three years (Zakon.kz 2014). This step should have a negative impact on 

the domestic automobile production in Kazakhstan due to the reduction in the cost of 

imports for the end user. However, the share of cars of domestic assembly in the 

market is so far about 20%, therefore for the dealers who trade mainly in imported 

goods, the situation may turn out to be favorable. 

These are the basic facts that characterize the situation at the level of macro 

environment for the automotive market of Kazakhstan. On their basis PESTEL-analysis 

was conducted (appendix 3). A matrix was developed, in which all the above factors of 

external environment are taken into account and assessed by such parameters as 

attitude towards opportunity or threat, probability of occurrence, and the degree of 

influence upon the automotive industry. Taking into consideration all the above 

indicators allowed carrying out a complex evaluation of the situation and making a 

proper assessment of the tendencies that occur in political, economic, social, 

technological, environmental and legal environments of Kazakhstan nowadays. 
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Figure 22. Level of carbon dioxide emissions from fossil fuel consumption in 

Kazakhstan (Euromonitor 2014) 

The assessment of the factors of external environment on the basis of PESTEL-analysis 

was used as a basis for constructing a radar chart that illustrates to what degree certain 

factors of macro environment are attractive for the automotive industry of Kazakhstan. 

The radar chart is presented in figure 23. 

Figure 23. Results of PESTEL-analysis 

The construction of the chart led to the conclusion that, in varying degrees, each area of 

macro environment contributes to the development of the industry, especially with 

respect to social, technological and legislative factors, although some economic trends 

also give an impetus to the market. Consequently, there is every reason to believe that 
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the general situation and the forecasts regarding the development of macro 

environment foster the development of the automotive industry of Kazakhstan. 

4.2.3 Main micro environment trends for the Kazakhstan automotive market 

The study of microenvironment or, in other words, the target industry follows 

understanding of the situation at the level of the external environment to the market. It is 

necessary to pay attention both to the key market trends, and the position of key 

industry forces that are presented by the current competitors, new participants, buyers, 

suppliers, and substitutes. Detailed data describing trends in the automotive market of 

Kazakhstan in recent years are presented in appendices 4-7. 

Important to consider is the fact that Kazakhstan automotive market remains very small 

in its volume. For example, in 2013, in real terms it was 7.6 times smaller than in Italy, 

10.5 times smaller than in France and 16.9 times smaller than in Russia. Compared to 

China, which is the absolute leader in terms of sales of new cars, Kazakhstan 

automotive market volume is 11.8 thousand times smaller (AKAB 2014). A compelling 

comparison of sales volumes in different countries is presented in figure 24, which is 

adapted from AKAB (2014). 

However, the small size of Kazakhstan automotive market determines its considerable 

potential for the future, which is reflected in its high growth rates. For example, in the 

United States the average annual growth in car sales in 2011-2013 amounted to 11%, 

in China – 9%, and in Russia – 12%. At the same time, Italy, France and Germany 

featured their decrease by 14%, 10% and 4%, respectively. However, in Kazakhstan, 

the average growth of the automotive trade reached 84% a year, 100% in 2012 and 

70% in 2013 (AKAB 2014) (figure 25). Of course, this fact increases the attractiveness 

of Kazakhstan market as one of the areas of distribution of automotive products. 

The fact that car sales in Kazakhstan are very volatile should, however, be taken into 

account, along with their high growth. In fact, in January-March 2014 sales growth in the 

market amounted to 25.0% compared to the same period in 2013, which is significantly 

lower than retrospective dynamics according to figure 26. In January-July 2014, the 

growth rate of motor vehicles decreased even more and accounted for only 9.1%. In 

May alone 2014 the sales decline was 2.3%, and in July the decline was 1.1% (AKAB 

2014). 
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Figure 24. Volumes of car sales by country, million units (AKAB 2014) 

Figure 25. Rate of growth in car sales by country (AKAB 2014) 

The mains reasons for the decline are the devaluation of the Kazakhstan currency 

tenge in February, general instability of the world markets in the conditions of worsening 

of foreign relations of a number of key countries, as well as removal by the distributors 

of several models due to non-compliance with technical regulations (Forbes 2014). 

However, market participants expect that the influence of these factors on the market 



41 
 
will be temporary, as it still has a considerable potential for growth and hence any 

external factors may place certain restraints upon the market, but cannot deter its 

overall development. 

Figure 26. Dynamics of car sales in Kazakhstan, thousand units (AKAB 2014) 

In the context of the volatility of sales in Kazakhstan, there has been some adjustment 

of demand for cars of domestic assembly. For example, while in January-December 

2013 its share accounted for 22.6% of total sales, in January-March 2014 it decreased 

to 20.7%. This negative tendency is demonstrated by figure 27, which is modified from 

AKAB (2014). 

According to the January-July 2014 data, the situation has not changed: domestic 

production amounted to 20.8% of total car sales in Kazakhstan (AKAB 2014). 

Nevertheless, it can be assumed that in the long run, against the background of 

weakening of the Kazakhstan currency tenge and the focus of the state on the industry 

development, the role of domestic car production will continue to grow. Particularly, 

further development of business relationships between Kazakhstan's dealerships and 

world's automotive manufacturers will contribute to that. 

It should also be kept in mind that the structure of car sales in Kazakhstan has 

undergone changes, inter alia, from the viewpoint of the purpose of vehicles. In fact, in 

2012, commercial vehicles occupied 11% of the market, while in 2013-2014 their share 

started to vary in the range of 7-8%, without featuring any tendency to increase as 

presented in figure 28 (AKAB 2014). Therefore, it can be concluded that dealers in the 
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market became even more focused on retail trade, which has certain specific features 

and today has more than 90% share of the aggregate automotive market showing an 

upward development trend. 

Figure 27. Dynamics of car sales of imported and domestic production in Kazakhstan, 

thousand units (AKAB 2014) 

Figure 28. Structure of the car market in Kazakhstan by the purpose of vehicles (AKAB 

2014) 

Some changes in the structure of cars imports to the Kazakhstan market occurred. For 

instance, there is a tendency to gradual decrease in the proportion of deliveries by the 

Japanese car industry. Whereas in January-March 2012 it was 16.3% of the volume of 

imports, in January-March 2014 it amounted to only 8.8% (figure 29). As of January-July 
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2014, the downward trend continued. The share of Japanese cars accounted for 8.6% 

of total imports in Kazakhstan as presented in figure 25, which is adapted from AKAB 

(2014). 

Figure 29. Structure of cars imports in Kazakhstan (AKAB 2014) 

Also, there was a sharp decline in the share of shipments related to Uzbekistan. 

Whereas in January-December 2013 the Uzbek shipments accounted for 10.7% of the 

import trade, in January-March 2014 the share decreased and was only 4.1%. This is a 

temporary phenomenon associated with a change in the technical regulations in 

Kazakhstan and, as a result, a ban on the import of such models as Daewoo Nexia and 

Daewoo Matiz of Uzbek assembly (Sagyndykov 2014). Already in January-July, it was 

possible to observe a gradual recovery of the situation. Uzbekistan’s share in imports of 

cars was 6.6% (AKAB 2014). 

At the same time, strengthening of the role of individual countries in the automotive 

imports of Kazakhstan can be observed. For example, upon the results of 2013, imports 

from the UK reached 4.7% of the import trade vs. 0.9% a year earlier. As of January-

March 2014, the growth continued to the level of 6.1%, although later there was some 

adjustment. The proportion of British cars during January-July 2014 amounted to only 

3.9%, which may be reasoned by a reduction in the value of the Kazakhstan currency 

tenge (AKAB 2014). 

Also, 2014 was marked by a sharp increase in the role of a key importer of cars in 

Kazakhstan, namely Russia. Whereas upon the results of 2013 its proportion accounted 
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for 65.6% of total imports, in January-March 2014 it rose to 71.4%, with only a slight 

adjustment in July to 70.3% (AKAB 2014). The reason for this was the rise of the dollar 

and the Euro against the weakening of the tenge and the ruble. In fact, the value of 

Russian automotive products became more attractive to people of Kazakhstan. 

Thus, according to changes of imports structure described above it can be concluded 

that the instability of sales in the automotive market of Kazakhstan is largely due to 

external factors influencing the demand of the local population, whose current level of 

income makes it sensitive to the price of vehicles. 

However, despite the growth of imports from Russia, there was a reduction of proportion 

of Lada car sales from 34.7% in January-December 2013 to 29.5% in January-March 

2014. During the same period, brands KIA, Hyundai, Chevrolet and Renault featured 

growth of sales. The share of KIA increased from 7.2% to 8.9%, Hyundai – from 7.4% to 

9.3%, Chevrolet – from 6.1% to 8.5% and Renaults – from 3.0% to 5.1% (AKAB 2014). 

The change of sales structure presented in figure 30, which is adapted from AKAB 

(2014). 

All of this suggests that the Russian car industry, which assembles all these four brands 

of cars, could redirect some exports to Kazakhstan, which was reasoned not only by the 

increased demand on the part of the Kazakh population with account of weakening of 

the tenge, but also a decline in sales in Russia (Euromonitor 2014). Thus, in general the 

Russian car production has a significant impact on the market of Kazakhstan, especially 

in the current conditions of political and economic instability. 

Also certain changes occur in the price structure of the automotive market in 

Kazakhstan. During 2012-2013, there was a slow decline in sales in the segment of 

cars worth less than 10 thousand US dollars. During this timeframe its share of the total 

market declined from 24% to 16%. In January-March 2014 further reduction in the 

segment of the least costly cars occurred, and it turned out to be sharp, up to 9%. 

Results of July only confirmed new positions of vehicles up to 10 thousand US dollars. 

The share of this segment in sales for seven months of 2014 amounted to only 7% 

(AKAB 2014). Figure 31, which is adapted from AKAB (2014), depicts the tendency. 

Concurrently, there was a shift in sales towards the segments of vehicles, whose value 

ranges from 15 to 25 thousand US dollars. Whereas upon the results of 2013 they 

accounted for 26%, in January-March 2014 this indicator rose up to 35%, and in 
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January-July up to 37% (AKAB 2014). Thus, it can be concluded that a gradual shift 

towards sub-premium segment is occurring, while the impact of the economic segment 

began to weaken. Interestingly, this features a contradiction in comparison with 

forecasts of the global market development, where, regardless of the level of the state 

maturity, reduction of sub-premium segment is anticipated. Presumably, this was also 

affected by the deliveries of foreign cars assembled in Russia, for which there could be 

more advantageous conditions of purchase due to the necessity of their sales in a 

stagnant market in Russia. 

Figure 30. Structure of car sales in Kazakhstan by brand (AKAB 2014) 

The final trend in the automotive market of Kazakhstan, which should be emphasized, is 

its gradual consolidation on the part of Top 5 dealers. In fact, whereas in 2009 they 

accounted for 79.8% of sales, in 2013 for 86.3%. At the same time, the group of 

companies BIPEK AUTO managed to strengthen their positions to the most. Within the 

analyzed period, the market share of the company grew from 35.5% to 53.3% (Qncepto 

2011, BIPEK AUTO 2013, ASIA AUTO 2014). This fact is in line with the global trend of 

reducing the number of dealers. Overall tendency of market consolidation is presented 

in figure 32. 
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Figure 31. Structure of car sales in Kazakhstan by cost, thousand US dollars (AKAB 

2014) 

These are the main trends that can be identified in the automotive market of 

Kazakhstan. In general, it can be concluded that the industry is essentially dependent 

on the external political and economic factors, as well as the Russian car industry. In 

2014, these factors led to a slowdown of the market, to its volatility, a change in the 

structure of sales by importing countries and brands. Despite the slowdown, BIPEK 

AUTO continues to hold key positions, as the exclusive rights for such brands as Lada, 

Skoda, Chevrolet, KIA, UAZ and Renault are at the company’s disposal. In other words, 

the company holds significant positions both in the economy class segment and in the 

sub-premium segment. The economy class refers to cars with price up to 15 thousand 

US dollars, the sub-premium segment includes cars with price from 15 to 25 thousand 

US dollars. These facts, despite the changing trends in demand, increased the market 

share of BIPEK AUTO from 71% to 76% during 2012-2014 (AKAB 2014). 

To determine the relevance of trends identified in the market analysis, the management 

of BIPEK AUTO was asked to select four most current trends within the industry out of 

ten on the basis of a questionnaire (appendix 8 and appendix 9). As a result, it was 

determined that as the most relevant trends the management considers long-term 

growth of the market, volatility of sales due to the weakening of the tenge, long-term 

strengthening of economic segment, current shift in demand to the sub-premium 
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segment, as well as growth in sales of foreign cars assembled in Russia. The results 

are presented in figure 33. 

Figure 32. Positions of Top 5 dealers in the automotive market of Kazakhstan (Qncepto 

2011, BIPEK AUTO 2013, ASIA AUTO 2014) 

Figure 33. Results of the BIPEK AUTO management survey related to market trends 
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Noteworthy, in a certain sense the listed trends contradict each other. For example, this 

applies to long-term growth of the market against the background of the current volatility 

or long-term strengthening of economic segment along with the current shift in demand 

to the sub-premium segment. All this emphasizes that the Kazakhstan car market is 

characterized by high instability. Today one cannot say with certainty whether the 

current changes within the industry are temporary, or, conversely, they identify new 

long-term trends. Accordingly, this increases the relevance of the operational 

management of the enterprise in the automotive market of Kazakhstan. 

The trends presented, as well as some additional information allow to form a general 

overview of the five industry forces in the automotive market of Kazakhstan. Basically, 

from the standpoint of the current competition it can be concluded that it is a matter of 

actual oligopoly, which is being gradually strengthened due to the expansion of BIPEK 

AUTO market share and holding of positions on the part of the second participant, 

Astana Motors. Therefore, there is a progressive consolidation of the market and 

reduction of positions of small-scale dealers. 

Competition in the automotive industry is based on four main market barriers. The first 

barrier is economies of scale, e.g. increasing number of dealerships, creating the own 

assembly facilities. The second barrier is the learning curve, including specialization in 

maintenance and inventory management. The third barrier is limited supply channels, 

which are established by contacts with distributors and manufacturers. The fourth 

barrier is attraction of large amounts of capital for construction of dealerships in 

accordance with the requirements of the supplier. All the above sets up high market 

barriers and significantly reduces the activity of new participants. 

There are a number of buyers in the market, and their incomes gradually grow along 

with the interest in purchasing a new car. Due to the fact that the role of the Internet as 

an information channel increases, potential buyers are showing more initiative in the 

study of the existing proposals in the automotive market. However, it should be borne in 

mind that in the context of weakening of the Kazakhstani currency tenge, as well as 

relatively low current incomes, buyers are very sensitive to the price of the offer. This 

view is confirmed by the survey of BIPEK AUTO management (appendix 10), which 

singled out the cost of vehicles as the most important indicator for the customer. 

Additionally, BIPEK AUTO management outlined the priority of availability of warranties 

for the car, a wide range of brands and models, services related to crediting and 
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insurance, as well as low cost of service station. The results of the survey are presented 

in figure 34. 

Figure 34. Key factors of success on automotive market of Kazakhstan 

Distributors have a significant impact on the market. Distributors and manufacturers 

have all the rights to manufacture and sell a range of vehicles of certain brands. These 

are large organizations that set standards for the assembly and maintenance of vehicles 

in the country, as well as their distribution system to the final buyer. The volume of the 

order is important for them, and this fact significantly increases market barriers. 

Moreover, it should be noted that official representatives of car brands make a decision 

to grant exclusive rights for cars’ sale and maintenance, thus controlling the competitive 

environment. 

In conclusion, substitutes should be viewed, one of which is public transport. Its 

relatively low cost and rather high quality in major cities determine its popularity among 

the general population. However, the selection of this substitute is quite limited. In 

Kazakhstan there is only one metro of seven underground stations, which are located in 

Alma-Ata, capital city of the country. Additionally, tram and trolleybus lines are limited, 
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and buses and minibuses are the main options. Moreover, it is worth remembering that 

even given a high quality, public transport is not able to provide the same comfort as a 

private car. 

All these data allowed using Porter’s Five Forces model to assess the impact of 

individual sector forces on the positions of participants of the automotive market in 

Kazakhstan (appendix 11). It was determined that buyers, as interested parties in the 

acquisition of vehicles, now exercise the most beneficial effect on the development of 

market participants. Respectively, their market power is insignificant. Market barriers 

that reduce the likelihood of emergence of new entrants in the market also play a 

certain role. Nonetheless, suppliers as a key force in the market, pose significant 

threats. They not only make demands to the performance standards and principles of 

brand promotion, but basically control the balance of forces in the industry by identifying 

holders of exclusive rights to sales and maintenance of individual car brands (figure 35). 

Figure 35. Assessment of the impact of five industry forces 

The reduction of market power of suppliers is only possible with search for new 

competitive benefits that do not depend on the decision of third-party organizations. 

Concerning BIPEK AUTO, this means that in prospect exclusive rights on selling 

particular brands of vehicles remain an attractive and efficient means of maintaining 

market positions. However, in that case the organisation's activities involve high risks, 

which can be mitigated solely through building strong relationships with customers. 
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These are the basic facts allowing to present the specifics of the automotive market of 

Kazakhstan and its environment, as well as to specify the main opportunities and 

threats for the development of BIPEK AUTO. Now it should be considered what 

potential competitive advantages BIPEK AUTO may have at the expense of the existing 

resources, strengths and weaknesses to reduce the market power of suppliers and for 

long-term retention of their positions in the industry. 

4.3 Potential competitive advantages of BIPEK AUTO on the market 

4.3.1 Strategic groups and their critical success factors on the market 

To better understand the competitive advantages of BIPEK AUTO in the automotive 

market of Kazakhstan, competitive environment should be analyzed and the existing 

strategic groups should be identified within its frames. This step forms the basis for 

determining the critical success factors, which correspond to individual groups of 

competitors and maintain their positions within the industry. 

In order to analyse the competitive environment, eight key players of the automotive 

market of Kazakhstan were selected, namely, BIPEK AUTO, Astana Motors, Mercur 

Auto, Virazh, AllurAuto, TERRA Motors, Neocar and Caspian Motors. Average monthly 

sales volumes by company were determined according to the estimates provided by 

AKAB (2014) and the author, as well as the number of light motor vehicle makes and 

the number of dealerships per each company according to the data presented on their 

websites. The automotive brands presented in the companies' portfolios were 

segmented into four groups according to the classification given by KPMG (2013, 12). It 

includes economy class, that presents low-end car brands, e.g. Dacia, Lada, Maruti-

Suzuki, Tata, Dongfeng. The classification also includes sub-premium class, which 

comprises the brands popular among medium income people, e.g. VW, Skoda, Ford, 

Nissan, Renault, Chevrolet. High-end vehicle brands, namely of premium class, are also 

included, e.g.: BMW, Audi, Mercedes-Benz, Lexus, Lincoln, JLR, and super-premium 

class, as well, e.g. Aston Martin, Bentley, Ferrari, Lamborghini. 

Aggregate data on competitive environment is presented in appendix 12. On that basis 

the scales of businesses of eight dealerships were assessed, where the numbers of 

vehicle makes and dealerships were compared. Taking into account the above results, 

it was determined that two types of organisations are present in the market, namely, the 

organisations that focus on scaling up and embracing the market, as well as those that 
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concentrate their efforts on particular regions and types of market supply. As shown in 

figure 36, the first group includes BIPEK AUTO, Astana Motors, AllurAuto and Virazh. 

Group 2 comprises such companies, as TERRA Motors, Mercur Auto, Neocar and 

Caspian Motors. 

Figure 36. Car dealerships of Kazakhstan segmented by business scale 

The data collected in the course of the research allowed dividing the competing 

companies by their target segments in accordance with the classification presented by 

KPMG (2013). It was determined that among the companies present in the market one 

can single out the companies, which primarily focus on affordable offerings of economy 

and sub-premium class vehicles, i.e. BIPEK AUTO, Virazh, AllurAuto, TERRA Motors 

and Neocar. Moreover, as illustrated by figure 37, there are companies with diversified 

brand portfolio, which, along with that, put emphasis on high-end solutions, namely 

premium and super-premium class, i.e. Astana Motors, Mercur Auto and Caspian 

Motors. 

The analysis of the competitive environment in the automotive market of Kazakhstan in 

the context of business scale and price segments allows to single out four strategic 

groups. According to figure 38 the largest group includes the companies focused on 

broad-scale and affordable offering, i.e. BIPEK AUTO, Allur Auto and Virazh (group A). 

The companies like TERRA Motors and Neocar also offer inexpensive solutions, 

however, focus on certain automotive brands and regions of Kazakhstan (group B). 

Caspian Motors and Mercur Auto can also be characterized by a particular focus; 

however, referring to them, premium offering is of priority for them (group D). Astana 
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Motors follows a different strategy: it works on scaling up its business while offering 

medium and high-cost vehicles (group C). 

Figure 37. Car dealerships of Kazakhstan segmented by price segments 
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Figure 38. Strategic groups in the automotive market of Kazakhstan 

Thus, the key success factors will differ depending on the strategic group. In the opinion 

of BIPEK AUTO's management they involve low prices and a wide choice of vehicles, 

as well as a range of additional inexpensive services. This opinion is relevant for the 

companies focused on scale and low prices, in other words, for strategic group A. 

However in case of strategic group C represented by Astana Motors, it is not price but 

quality that prevails when a high role of choice is concerned. In other words, a wide 

range of comfortable and high-status vehicles, affordable and convenient after-sale 



54 
 
services, availability of financial products for natural persons and legal entities are 

implied. 

Strategic groups B and D have similar objectives to those of groups A and C, however it 

is important for them to maintain focus through locating a small number of dealerships 

in different regions of Kazakhstan. It should be also taken into consideration that the 

representatives of strategic groups B and D put emphasis on differentiation of their 

offerings. A significant share of their business portfolios is comprised of the makes that 

are not present in other organisations, especially when premium class vehicles are 

concerned. 

For example, Caspian Motors is the only company in the market that sells Ford, Jaguar 

and Land Rover, which is 75% of the total number of brands in the organisation's 

portfolio. Mercur Auto offers exclusively the makes of vehicles not included in the 

offerings of the competitors, i.e. Volkswagen, Audi and Porsche. TERRA Motors is the 

only company that promotes brand Chance in the market, which makes up a half of the 

company's portfolio. The company Neocar is the only exception, because it sells 

Suzuki, like AllurAuto, and also Renault, like BIPEK AUTO. Among the dealerships that 

put emphasis on scale, one can determine exclusive offerings as well, albeit their share 

in the overall portfolio is much less than in the organisations that focus their efforts. 

More detailed information regarding brand portfolios of the key players in the automotive 

market of Kazakhstan can be obtained on the basis of table 1. 

The above data illustrates the strategic groups that can be found in the automotive 

market of Kazakhstan, as well as their key success factors. On this basis it can be 

determined what resources, strengths and weaknesses BIPEK AUTO has compared to 

its competitors. 

4.3.2 Main resources, strengths and weaknesses of BIPEK AUTO 

The resources, strengths and weaknesses of BIPEK AUTO were analyzed on the basis 

of internal documents of the organisation and the conclusions made in the course of 

analysing the market and competitive environment. Below the activities of BIPEK AUTO 

are considered in the context of five key directions, namely marketing/sales, business 

processes, employees, finances and management. 
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Table 1. Brand portfolios of individual car dealerships in Kazakhstan, exclusive offerings 

are distinguished by star symbol 

 

Car brand Economy Sub-premium Premium Super-premium 

Scaling 

BIPEK AUTO  Lada* 

 KIA* 

 UAZ 

 Skoda* 

 Chevrolet* 

 Renault 

  

Astana Motors   Toyota 

 Subaru 

 Hyundai 

 Nissan 

 BMW* 

 Lexus 

 Rolls-Royce* 

Virazh  FAW* 

 Geely* 

 Isuzu* 

 UAZ 

 Toyota 

 Nissan 

 Mitsubishi 

 Subaru 

 Lexus  

AllurAuto  Suzuki 

 ZAZ* 

 Mitsubishi 

 Peugeot 

 SsangYong 

  

Focusing 

Mercur Auto   Volkswagen*  Audi*  Porsche* 

TERRA Motors  Chance*  SsangYong   

Neocar  Suzuki  Renault   

Caspian Motors   Ford 

 Chevrolet 

  Jaguar* 

 Land Rover* 

 

In terms of marketing and sales, BIPEK AUTO is characterized by high popularity and 

reputation of an actual monopolist that offers various brands of economy class cars of 

good quality and at affordable price. The organisation accounts for about 50% of the 

total car sales in the country and this fact determines the dominant positions of BIPEK 

AUTO. Nevertheless, 90% of the company's profit is formed on the basis of car sales 

and only 10% through related services. As a result, the quality of customer relations and 

service quality remain low, for the customers of BIPEK AUTO choose competitors when 

it comes to after-sales services. In addition, the company cannot compete on the market 

without a strong brand promise. However, BIPEK AUTO has no such promises on the 

level of customer service. 

In terms of business processes, an important characteristic of BIPEK AUTO is that the 

company has its own production facilities, namely, production premises and the 
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required equipment, and also well-developed documentation on implementing the goals 

concerning large-scale sales of economy-class vehicles. However, business processes 

of after-sale service provision are viewed as contrasted to the above. Although they 

correspond to the standards set by the representatives of certain automotive brands, a 

formal attitude towards their fulfillment does not allow building long-term relationships 

with customers. 

BIPEK AUTO employs over 6 thousand competent specialists, who have a vast 

experience in the automotive market of Kazakhstan. Herein the implementation of 

various commercial projects is implied related to the launch of ranges of new cars, 

attraction of new partners and other activities. The competences and experience of the 

personnel are based on a well-developed motivation system with specific goals and 

KPI, trainings on production and service standards, low staff turnover. However, along 

with that, one can observe a low involvement of the personnel in the process of 

management decision making, formal attitude towards performance standards. 

In the context of financial aspects of the company's performance, it should be noted that 

BIPEK AUTO has sufficient financial resources to develop their business. Only over the 

last 10 months of 2014 the group invested more than $85 million in the development of 

production and in regional infrastructure in accordance with the developed investment 

projects. Along with that the group has a favourable credit history, as well as an 

opportunity to use public concessional financing schemes. Along with the established 

budgeting system, this allows that the company's financial resources can be distributed 

efficiently and thereby the goals on scaling-up the activities be fulfilled. 

Such area as management of BIPEK AUTO is represented by strong leaders with high 

level of management training, e.g. MBA and EMBA programmes, professional 

seminars, and vast management experience in the automotive market of Kazakhstan, 

e.g. production, sales, service. The management of the group has long-term goals and 

working plans, and is motivated to achieve the desired results. Despite this fact the 

senior managers of BIPEK AUTO are used to working in the system of monopolistic 

position that can be regarded as a disadvantage in condition of high competition. Top 

managers are primarily focused on the scale of business and gradual penetration to 

external markets, particularly, the market of the Russian Federation. These goals, 

undoubtedly, remain very important for the company, given it intends to expand up to 

70% of car sales volumes in Kazakhstan. However, the company will not be able to 
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overcome the resistance of the competitors without building long-term relationships with 

customers and in case the worst expectations regarding the loss of the exclusive rights 

are confirmed, it may also lose the achieved. 

The assessment of the five directions of BIPEK AUTO's activities was conducted on the 

basis of SNW, a method for determining strengths, weaknesses and neutral sides of an 

organisation. The results of its application are displayed in appendix 13, and a visual 

representation is given in figure 39. 

Figure 39. Assessment of the strengths and weaknesses of BIPEK AUTO 

The obtained results indicate that the company, on the whole, has a number of internal 

problems. The most prominent strengths are demonstrated by BIPEK AUTO in the 

context of financial resources and business processes. However, despite this fact, the 

company still has some weaknesses and they are related to the formal attitude of 

management and personnel towards maintaining high-quality customer service. 

Moreover, a habit to be an actual monopolist has a negative effect, as the company 

actively scales up its business not paying proper attention to customer needs. 

4.4 Strategic activities of BIPEK AUTO on the market 

4.4.1 Strategic alternatives for BIPEK AUTO on the market 

On the basis of the analysis of macro and microenvironment, as well as strengths and 

weaknesses of BIPEK AUTO, opportunities and threats to its development were 

determined and also strengths and weaknesses of the organisation. On the basis of the 
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data collected in the course of the research the SWOT method was used, which 

compares the organisation's external and internal resource limitations in order to better 

understand in what direction the company may continue to develop. The results of the 

analysis conducted on the basis of SWOT matrix are presented in appendix 14. 

With the help of SWOT matrix and participation of an expert group four strategic 

alternatives were determined for BIPEK AUTO, such as strengths-opportunities, 

strengths-threats, weaknesses-opportunities and weaknesses-threats. Questionnaire 

form, sent out to experts by email, is presented in appendix 15. Opinion of an expert 

group consisting of the director of production, director of commerce, director of 

organizational development and financial director, is presented in appendices 16-19. 

Strengths-opportunities or SO strategy suggests involving reputation, market position, 

and production and human resources of the BIPEK AUTO group in order to further 

scale up its business under market growth, social and technological development. 

Herein further development of infrastructure is implied in terms of production and sales, 

the expansion of a range of car brands offered in order to drive the competitors out of 

the market, building stronger relationships with the suppliers in order to obtain exclusive 

rights. 

Strengths-threats or ST strategy suggests that the company's strengths are used to 

minimize the impact of the existing threats related to the weakening of the domestic 

currency, increased gasoline prices, influence from large dealerships, high consumer 

price sensitivity and popularity of substitutes. What is meant here is that the 

dependence of BIPEK AUTO on the external supplies should be reduced and the 

majority of car brands should be produced by means of own capacities. The strategy 

also suggests introducing a range of car brands not offered by competitors in order to 

differentiate the offering and reduce competitive pressure. In addition, the issue of 

developing a range of vehicles with low gasoline consumption and low cost for the end-

consumer becomes even more topical in the context of this strategy. 

Weaknesses-opportunities or WO strategy puts emphasis on taking advantage of the 

favourable market situation and ensuring strong positions for BIPEK AUTO within the 

industry on the basis of improved quality of customer service and increased loyalty. For 

this purpose it is proposed to work through the existing standards of service provision, 

introduce new rules in the programmes of training and further training for the specialists, 
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to define the KPI in the system of employee motivation, which indicates customer 

satisfaction. 

Weaknesses-threats or WT strategy, similar to WO strategy, suggests working on 

weaknesses of the company, however from the perspective of protecting from threats, 

like the weakening of tenge, competitive pressure, or customer price sensitivity. Thus, 

WT strategy sees its primary objective as differentiating through an expanded range of 

services offered by the company, provision of a range of free of charge services at the 

purchase of a car, higher localization of the production in order to reduce the cost of 

spare parts during maintenance. 

These are the four strategic directions for BIPEK AUTO to follow in its further 

development. The research further considers the reasons why only some of the above 

alternatives are relevant for achieving the goals that the company set for the coming 

years. 

4.4.2 Selection and justification of BIPEK AUTO strategy 

There are three key reasons that necessitate implementing strategic alternatives which 

correspond to the opportunities in the automotive market of Kazakhstan. First of all, 

these opportunities are based on the fundamental factors of increased social level of the 

Kazakhstan's population and the development of the automotive market under 

underdeveloped park of personal vehicles in the country. That is, herein long-term 

tendencies are implied, which will continue to develop over the next several years. 

Second, the threats related to the weakening of the Kazakhstan currency tenge and an 

increase in gasoline prices are temporary in terms of fundamental market tendencies 

and are in many ways related to the gradual development of a new global crisis. 

Accordingly, those threats become irrelevant in the context of a long-term strategy. 

Third, such threats as competitive pressure and popularity of substitutes do not have 

any significant influence on BIPEK AUTO, which actually has a monopoly in the market 

and is focused on low-end offering. Thus, market opportunities prevail over the existing 

threats, while the position of BIPEK AUTO in the industry allows it to use them to the 

fullest potential. Therefore, SO and WO strategies offer the most potential for the 

development of the organisation. 

The key goal of the BIPEK AUTO group in the Kazakh automotive market is to achieve 

70% of sales in volume terms at the country-wide level. This goal should be fulfilled in 



60 
 
the situation when a range of competitors differentiate their offer on the basis of high-

end or exclusive brands, or have a wide range of products and well-developed chains of 

dealerships. Under such circumstances, BIPEK AUTO cannot abandon further plans to 

scale up its business. Herein investing in production capacities, sale and service 

infrastructure is implied, as well as finding the ways to strengthen the relationships with 

suppliers, among other things in order to extend market privileges. In other words, SO 

strategy, which reflects the current approach of the BIPEK AUTO group towards market 

development, is required for achieving the set goal. 

However, as there exist the risks related to the loss of exclusive rights to produce and 

sell the cars of particular brands, WO strategy is also relevant, for it provides a more 

close contact between BIPEK AUTO and customers. Moreover, some of the group's 

competitors, which are focused on premium segment, are differentiated by service 

quality. Thus, their positions may be weakened only in case BIPEK AUTO tailors its 

customer service and improves customer loyalty. Consequently, such issues as 

development of customer service standards, including them in personnel training 

programmes and key performance indicators for motivating the employees should be 

addressed within the frames of the BIPEK AUTO group. That will broaden the range of 

competitive advantages of the company, which will be based not solely on business 

scale, own production capacities, competences and finances, but on service quality and 

customer relationships, as well. 

4.5 Positioning activities of BIPEK AUTO on the market 

In accordance with the chosen strategy on the development of BIPEK AUTO in the 

market it was proposed to change the system of the group's positioning in terms of 

elements of 7P model. What is meant here is a product/service, prices, sales premises, 

promotion, personnel, processes and physical evidence of the brand. 

4.5.1 Activities on the level of products and services 

The policy of BIPEK AUTO regarding products and services should undergo a range of 

changes. First of all, to ensure further penetration in the market the portfolio of car 

brands of economy and sub-premium class should be broadened. That will allow 

increasing pressure on the competitors, which attract customers by exclusive offerings 

of the brands that are not present in BIPEK AUTO's portfolio, e.g. FAW, Geely, Isuzu, 

Peugeot, SsangYong. Second, certain changes should be introduced to customer 
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service. The existing standards of customer services should be revised and optimized, 

the time of service provision should be reduced and the quality of the outcome should 

be improved. The difference between the current and desirable policy concerning 

products and service is demonstrated in table 2. 

Table 2. Changes on the level of products and services 

As is As to be 

Average assortment of car brands of economy 

and sub-premium class, i.e. Lada, KIA, UAZ, 

Skoda, Chevrolet, Renault 

Wide assortment of car brands of economy 

and sub-premium class, i.e. Lada, KIA, UAZ, 

Skoda, Chevrolet, Renault, SsangYong, 

Peugeot, Citroen, Geely, FAW, Isuzu 

High quality of vehicles, a part of which are 

assembled at the groups' production 

capacities 

High quality of vehicles, many of which are 

assembled at the groups' production 

capacities 

Standard set of services for pre-sale customer 

support, namely vehicle loans and insurance 

Standard set of services for pre-sale customer 

support, namely vehicle loans and insurance 

Standard set of services for after-sale 

customer support, namely, maintenance, 

inspections, washing, repairs 

Standard set of services for after-sale 

customer support, namely, maintenance, 

inspections, washing, repairs 

Industry average level of pre- and after-sale 

customer support, formal fulfillment of rules 

and regulations 

Pre- and after-sale customer support at the 

higher than industry average level through 

reducing time for processing the orders and 

improving the quality of the result  

 

4.5.2 Activities on the level of price 

In terms of price formation, the changes should be insignificant. Scaling up business in 

terms of production and sales will allow the company to follow the policy of low prices 

and meet customer expectations distinguished by increased price sensitivity. Pre-sale 

services of vehicle loans and insurance will be offered at attractive rates owing to further 

development of relationships with large Russian and Kazakh credit and insurance 

organisations. Besides, the optimization of business processes and revision of 

standards will allow the company to maintain average market prices on after-sale 

customer support services along with improved service quality. The difference that can 

be observed in terms of BIPEK AUTO's policy of price formation is presented in table 3. 
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Table 3. Changes on the level of price 

As is As to be 

Low prices and constant actions owing to 

production and sales scales, as well as the 

work with suppliers on the issue of maintaining 

exclusive rights 

Low prices and constant actions owing to 

production and sales scales, localization of 

production, work with suppliers on the issue of 

maintaining exclusive rights 

Low rates on pre-sale services owing to 

cooperation with large credit and insurance 

organisations of Russia and Kazakhstan 

 

Low rates on pre-sale services owing to 

cooperation with large credit and insurance 

organisations of Russia and Kazakhstan 

Average market price of after-sale services 

given their mediocre quality and formal 

fulfillment of standards 

Average market price of after-sale services 

given their high quality and prompt service 

provision 

 

4.5.3 Activities on the level of place 

The key change in the sales system of BIPEK AUTO will be further scaling up of 

business. If the group has 26 dealerships today, in the near term this figure may reach 

40 units. This will allow for the company's presence not only in small cities of 

Kazakhstan, but will also allow strengthening the positions of the company in large 

cities, like Almaty and Astana. Almaty population is 1.6 million people (Kazinform 2015) 

and Astana population is 0.8 million people (Astana akimat 2014), however BIPEK 

AUTO is presented by only one dealership per city. Besides, BIPEK AUTO will continue 

to develop a modern format of sales, which has gained world-wide popularity, namely 

test-drive centers and superstores. The changes at the level of sales system are 

presented in table 4. 

Table 4. Changes on the level of place 

As is As to be 

A broad chain of dealerships of 26 units 

located in large, medium-sized and some 

small cities of Kazakhstan, one center per city 

A broad chain of dealerships of 40 units 

located in the majority of cities of Kazakhstan, 

one center per small city and no less than two 

per large city 

Standard format of dealership with a limited 

range of vehicles, a test-drive opportunity and 

A significant share belongs to test-drive center 

and superstore format, which offers a wide 
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As is As to be 

expectation of delivery over several days or 

weeks prevails  

range of cars, special conditions for test-drive 

and an opportunity to get the vehicle right at 

the moment of purchase 

4.5.4 Activities on the level of promotion 

The system of promotion of the BIPEK AUTO company implies standard measures, 

namely outdoor advertising nearby dealerships, dissemination of advertising messages 

via television, radio and Internet, including the commercials describing production and 

service cycle in the company, special advertising actions in dealerships. No significant 

changes can be seen in this direction in the future, for BIPEK AUTO already informed 

its customers before about the modern system of customer services utilized in the 

company. 

4.5.5 Activities on the level of people 

Significant changes should take place at the level of personnel in BIPEK AUTO, which 

represents the end link in the chain of provision of specialized services to the customer. 

What is meant here is the adjustment of the existing training and further training system. 

It will include a new programme on service provision based on the revised system of 

standards and rules. Additionally, in order to increase the efficiency of interaction, the 

representatives of partnership credit and insurance organisations that provide pre-sale 

services in car superstores will also be involved in this programme. 

Transforming the existing personnel motivation system will be an additional step 

towards implementing new customer service standards. It will include new conditions on 

bonus payments on the basis of qualitative KPI, which describe customer satisfaction 

and assess quality and timeliness of the services provided by the company. The 

difference that can be observed in terms of BIPEK AUTO's personnel performance is 

presented in table 5. 

Table 5. Changes on the level of people 

As is As to be 

Training and further training system focused 

on production and sales aspects of the group's 

activities 

Training and further training system focused 

on production, sales and customer service 

aspects of the group's activities 



64 
 

As is As to be 

System of bonus payments on the basis of 

quantitative KPI focused on maximizing 

production and sales volumes in the group 

System of bonus payments on quantitative 

and qualitative KPI focused on maximizing 

production, sales and customer services  

 

4.5.6 Activities on the level of processes 

It is impossible to readjust the standards of customer service without revising the 

existing system of business processes within the frames of BIPEK AUTO. In particular, 

herein the optimization of services processes is implied aiming to reduce the time of 

service provision and to improve the quality of the final result. This step suggests 

introducing queue management systems in the dealership and inspection centers, a 

preliminary test-drive for the customer before accepting the vehicle after repair, the 

responsibility of the specialists for the results of inspection. Besides, the changes 

should involve the principles of building relationships with customers. For this purpose a 

single data base should be introduced to register and record customers in order to 

monitor their activities and needs, to create the conditions for assessment of service 

quality results by customers on the basis of electronic surveys, receiving and 

processing of complaints. In addition, the programme on internal assessment of the 

quality of the services provided should be implemented through the system of mystery 

shopping. The expected changes to the business processes of BIPEK AUTO are 

presented in table 6. 

Table 6. Changes on the level of processes 

As is As to be 

Service processes are focused on the 

fulfillment of the existing standards, which 

generally come down to proper execution of a 

range of procedures 

Service processes are focused on timely and 

qualitative completion of the set task with 

customer's full control over the result 

Relationships with customers are short-term 

and are built on the basis of advertising 

actions and events, about which the customer 

is informed using contact details provided by 

him/her 

Relationships with customers are long-term, 

as the company takes on responsibility to 

analyze maintenance intervals and the overall 

state of the vehicle, about which the customer 

is informed using the contact details provided 

by him/her 
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As is As to be 

Internal quality evaluation is limited by a 

speculative analysis carried out by the 

management regarding to which extent the 

procedures outlined in the groups' 

performance standards are fulfilled 

Internal evaluation is based on the work of 

mystery shoppers, who carry out unofficial 

inspection of the company's performance and 

afterwards fill out the questionnaires that give 

an understanding of how customer service can 

be improved. 

4.5.7 Activities on the level of physical evidence 

At the level of physical evidence of the brand, as regarding promotion, no changes can 

be anticipated. At the present moment the company has its own logo and corporate 

colors, as well as the right to use the symbols of the brands it sells. It is used when 

developing the design of a dealership and uniforms for the specialists working directly 

with customers. Moreover, it should be taken into consideration that there are certain 

limitations in terms of physical evidence of the brand, as the suppliers often demand 

that the design of the premises correspond to their standards. 
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5 CONCLUSIONS 

The conclusion can be drawn that in terms of long-term development of the automotive 

market of Kazakhstan, BIPEK AUTO should put emphasis on the opportunities of the 

external environment that emerge. Accordingly, the company's strategy should include 

two alternatives, namely strengths-opportunities and weaknesses-opportunities. In 

terms of the first alternative, the group will continue to scale up their business deploying 

their financial opportunities, competences, own production and strong market position. 

The goal to reduce the positions of BIPEK AUTO's competitors and, consequently, 

achieve 70% of the market share cannot be achieved without the above step. In terms 

of the second alternative, the group minimizes the influence of its weaknesses by 

putting emphasis on high service quality and better long-term relationships with the 

customer. That will allow strengthening market positions of BIPEK AUTO under the 

existing risks related to the loss of the exclusive rights to produce and sell particular 

brands of vehicles. Besides, an improved customer service will create additional 

pressure on the competitors that are differentiating their offerings by services quality. 

The implementation of a new strategy on the development of BIPEK AUTO in the 

automotive market of Kazakhstan will lead to changes at the level of policies regarding 

product/service, pricing, distribution, personnel and business processes. In particular, 

such changes mean extending the existing range of car brands offered in the segments 

of economy and sub-premium class, improving service quality, developing a chain of 

dealerships, implementing new systems of training and bonus payments. Besides, 

changes will necessitate optimizing service processes, implementing a single customer 

base and utilizing external and internal service quality evaluation systems.  

The objectives of the research were to develop a long-term strategic plan for BIPEK 

AUTO, to determine new competitive advantages through a strategy for building strong 

relationships with customers. As a result, the most relevant directions for BIPEK AUTO 

strategic development were determined according to the situation in the internal and 

external environment. Hence, the objectives were achieved. Additionally, the conclusion 

was made that in order to achieve the set goal to further grow the company's presence 

in the market it should develop new competitive advantages based on high quality of 

customer service and strong relationships with customers. In order to achieve that, as it 

was determined in the course of the research, the existing system of the company's 
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positioning should be revised from the perspective of such elements of marketing-mix 

as product/service, price, distribution, personnel and business processes. 

Actually, at the product/service level it is necessary to expand the range of vehicles and 

improve the system of pre- and after-sales service. From the perspective of price, 

localization of production should be carried out, which will reduce costs, maintain the 

average market prices for services along with their high quality, and prompt provision. In 

the context of the place, a goal was set to increase the number of dealerships from 26 

to 40 with the increasing role of test-drive center and superstore format. As far as 

people are concerned, an important issue is the extension of the training programme 

incorporating customer service aspects, and the use of not only quantitative, but also 

qualitative KPI for assessing the quality of service. Additionally, significant changes will 

be implemented with regard to the processes, which should be refocused on quality and 

efficiency, long-term relationship with the customer to maintain the performance of their 

car and test their effectiveness by mystery shoppers. 

The results obtained in this research are of crucial importance for BIPEK AUTO, as on 

the one hand, they prove that further scaling up of the company's business is required 

in order to obtain stronger positions in the market. On the other hand, the results point 

to the fact that BIPEK AUTO's management is overlooking additional opportunities, 

which could increase the probability of achieving their objective to gain 70% of the 

Kazakh market more probable. The results of the analysis of competitive environment 

indicate that the players in the automotive market of Kazakhstan are attempting to 

occupy a niche position and expand in the directions that are not presented in BIPEK 

AUTO. Accordingly, if the group does not extend the choice of car brands and the chain 

of dealerships along with building strong relationships with customers, it is doubtful that 

the company will have an opportunity to strengthen its dominant position. 

It should also be added that the research results proved valuable for the author as well, 

as he obtained a more comprehensive understanding of the specifics and tendencies in 

the development of Kazakhstan's automotive market. Moreover, the author gained an 

opportunity to learn that even if a company has strong positions in the market and is, in 

fact, a monopolist, it still cannot cease to develop. As the company grows and expands 

its business, the resistance from competitors increases and to overcome it, one should 

resort to new measures that would bring company-customer relationships to a new 

level. 
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Appendix 1. Questionnaire for surveying management of BIPEK AUTO on case 

organization’s objectives 

 

Ten market trends are presented below.

Choose up to four of trends which are the most

relevant for the automotive market of Khazakstan.

Consolidation of the market in economy class

Expansion into new market segments

Development of automobile assemly sites

Expansion of car brand portfolio

Restructuring of car brand portfolio

Cooperation with key suppliers

Optimisation of business processes

Improving quality of service

Improving brand awareness

Expansion of city center chain

Optimisation of working/employed capital structure

Expansion of services portfolio
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Appendix 2. Results of surveying management of BIPEK AUTO on case organization’s objectives 

# Alternative market trends 
Respondents 

Share 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

1 Consolidation of the market in economy class O O   O   O O   O O   O O     60.0% 

2 Expansion into new market segments         O     O         O O   26.7% 

3 Development of automobile assemly sites   O   O   O   O   O O     O O 53.3% 

4 Expansion of car brand portfolio     O   O   O   O             26.7% 

5 Restructuring of car brand portfolio       O O O     O           O 33.3% 

6 Cooperation with key suppliers O   O O   O     O     O   O   46.7% 

7 Optimisation of business processes   O O   O O   O O     O     O 53.3% 

8 Improving quality of service O   O   O O O     O         O 46.7% 

9 Improving brand awareness   O   O       O     O     O   33.3% 

10 Expansion of city center chain O   O   O   O O     O   O   O 53.3% 

11 
Optimisation of working/employed capital 
structure 

              O   O   O   O O 33.3% 

12 Expansion of services portfolio     O       O       O   O     26.7% 
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Appendix 3. PESTEL-analysis of automotive market in Kazakhstan, influence from 1 to 

5 

  Political factors 
Opportunity/ 

threat 
Probability Influence Total AVG 

1 
Maintaining a high level of 
corruption in the government is 
putting pressure on business 

Threat 80% 2 -1.6 

0.6 

2 
Increase in the efficiency of state 
management and the ease of doing 
business 

Opportunity 90% 3 2.7 

  Economic factors           

1 
Strong economic growth in the long 
term  

Opportunity 85% 5 4.3 

0.3 

2 
Weakening of the tenge, which 
leads to an increase in the value of 
imports 

Threat 85% 4 -3.4 

3 
Active expansion of lending to the 
private sector 

Opportunity 85% 3 2.6 

4 
Rising cost of fuel, leading to 
increased spending on car 

Threat 75% 3 -2.3 

  Social factors           

1 
Active growth of average annual 
income of the population 

Opportunity 85% 4 3.4 

3.5 2 
Gradual reduction and stabilization 
of the unemployment rate 

Opportunity 90% 3 2.7 

3 
Strong growth in consumer 
spending on the purchase of 
vehicles 

Opportunity 85% 5 4.3 

  Technologic factors           

1 
Increased penetration and speed of 
the Internet as a key source of 
information 

Opportunity 100% 2 2.0 

2.0 

2 
The impact of technology on the 
extension of functions and 
changing role of the car 

Opportunity 100% 2 2.0 

  Environmental factors           

1 
Increased attention to the problem 
of ecology that makes modern 
vehicles relevant 

Opportunity 60% 2 1.2 1.2 

  Law factors           

1 
Potential for reduction of customs 
duties on cars in accession to the 
WTO 

Opportunity 50% 3 1.5 1.5 

  Total average         1.5 
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Appendix 4. Sales of automobiles in Kazakhstan by source of supply, units (AKAB 2014) 

 
Jan-Mar 

2012 
Jan-Jun 

2012 
Jan-Sep 

2012 
Jan-Dec 

2012 
Jan-Mar 

2013 
Jan-Jun 

2013 
Jan-Sep 

2013 
Jan-Dec 

2013 
Jan-Mar 

2014 
  

Jan-Jul 
2013 

Jan-Jul 
2014 

Total sales 15 125 39 980 65 615 98 242 27 569 68 750 116 094 165 710 34 474 
 

84 797 92 517 

Import 12 354 32 069 52 657 77 006 21 643 54 263 91 277 128 239 27 337 
 

66 996 73 286 

Russian 
Federation 

8 359 20 702 33 313 49 907 13 869 35 636 60 014 84 161 19 521 
 

44 294 51 504 

Uzbekistan 827 2 930 5 126 7 804 2 612 5 919 10 224 13 707 1 128 
 

7 378 4 833 

Japan 2 016 5 207 8 689 12 658 2 073 6 185 9 824 14 314 2 399 
 

7 175 6 318 

Korea 342 1 054 2 347 2 841 1 100 2 124 3 257 4 528 963 
 

2 514 2 117 

United Kingdom 95 328 509 690 1 168 2 232 4 254 6 015 1 674 
 

3 094 2 836 

Germany 183 472 1 038 1 040 236 624 984 1 291 219 
 

N/A N/A 

Turkey N/A N/A N/A N/A 7 N/A N/A N/A 501 
 

46 1 052 

Thailand N/A N/A N/A 630 229 N/A N/A 1 042 355 
 

N/A N/A 

Others 532 1 376 1 635 1 436 349 1 543 2 720 3 181 577 
 

2 495 4 626 

Kazakhstan 2 771 7 911 12 958 21 236 5 926 14 487 24 817 37 471 7 137   17 801 19 231 



76 
 

Appendix 5. Sales of automobiles in Kazakhstan by purpose, units (AKAB 2014) 

 
Jan-Mar 

2012 
Jan-Jun 

2012 
Jan-Sep 

2012 
Jan-Dec 

2012 
Jan-Mar 

2013 
Jan-Jun 

2013 
Jan-Sep 

2013 
Jan-Dec 

2013 
Jan-Mar 

2014 
  

Jan-Jul 
2013 

Jan-Jul 
2014 

Total sales 15 125 39 980 65 615 98 242 27 569 68 750 116 094 165 710 34 474  84 797 92 517 

Light vehicles 13 463 35 801 59 045 86 961 25 378 63 540 107 564 153 664 31 818 
 

78 378 85 625 

Commercial 
vehicles 

1 662 4 179 6 570 11 281 2 191 5 210 8 530 12 046 2 656   6 419 6 892 
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Appendix 6. Top-10 automobile brand in Kazakhstan by sales, units (AKAB 2014) 

 
Jan-Mar 

2012 
Jan-Jun 

2012 
Jan-Sep 

2012 
Jan-Dec 

2012 
Jan-Mar 

2013 
Jan-Jun 

2013 
Jan-Sep 

2013 
Jan-Dec 

2013 
Jan-Mar 

2014 
  

Jan-Jul 
2013 

Jan-Jul 
2014 

Lada 5 489 13 581 23 041 35 140 10 057 24 173 40 444 57 478 10 163 
 

29 572 26 624 

KIA 890 2 420 3 899 5 491 2 298 5 597 8 737 11 913 3 076 
 

6 776 10 359 

Hyundai 1 521 3 851 5 437 6 839 1 937 5 210 8 596 12 250 3 190 
 

6 595 7 792 

Chevrolet 793 2 038 3 384 5 133 1 705 4 452 7 408 10 041 2 918 
 

5 463 7 177 

Toyota 1 148 3 323 5 736 8 108 1 558 4 725 8 209 12 132 2 518 
 

5 855 6 604 

Renault 128 447 780 1 184 586 1 856 3 083 4 920 1 750 
 

2 220 4 675 

Daewoo 828 3 930 5 126 7 804 2 533 5 720 9 922 13 371 1 078 
 

7 145 4 656 

GAZ 1 034 2 396 3 855 5 322 1 332 3 170 4 916 6 709 1 960 
 

3 827 4 073 

Nissan 699 1 528 2 426 3 849 1 416 2 785 4 507 6 392 1 756 
 

3 297 3 662 

Skoda 194 539 1 050 1 860 472 1 437 2 715 4 703 995 
 

1 862 2 829 

UAZ 573 1 528 2 512 3 678 764 1 755 3 277 4 667 847   2 311 2 376 
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Appendix 7. Price segments of automobile market in Kazakhstan (AKAB 2014) 

 
Jan-Mar 

2012 
Jan-Jun 

2012 
Jan-Sep 

2012 
Jan-Dec 

2012 
Jan-Mar 

2013 
Jan-Jun 

2013 
Jan-Sep 

2013 
Jan-Dec 

2013 
Jan-Mar 

2014 
  

Jan-Jul 
2013 

Jan-Jul 
2014 

Less than 10 24% 22% 21% 15% 19% 17% 17% 16% 9%   17% 7% 

From 10 to 15 22% 25% 27% 38% 32% 32% 32% 30% 29%   32% 32% 

From 15 to 20 18% 17% 15% 10% 15% 16% 16% 18% 23%   17% 25% 

From 20 to 25 8% 9% 9% 8% 9% 10% 10% 8% 12%   9% 12% 

From 25 to 40 15% 15% 15% 15% 16% 16% 16% 16% 19%   16% 16% 

From 40 to 80 10% 9% 9% 10% 6% 6% 6% 9% 6%   6% 6% 

From 80 to 
100 

1% 1% 2% 2% 1% 0% 0% 0% 0%   0% 0% 

More than 100 2% 2% 2% 2% 2% 3% 3% 3% 2%   3% 2% 

Total 100% 100% 100% 100% 100% 100% 100% 100% 100%   100% 100% 
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Appendix 8. Questionnaire for surveying management of BIPEK AUTO on market 

trends and key factors of success 

 

Ten market trends are presented below.

Choose up to four of trends which are the most

relevant for the automotive market of Khazakstan.

Volatility of sales due to the weakening of tenge

Growth in sales of foreign cars assembled in Russia

A shift in demand to the sub-premium segment

Long-term growth of the market

Long-term strengthening of economic segment

Consolidation of distribution channels

A shift of information channels to the Internet

Change in distribution formats of dealers

Growth of technological risks during assembly

Increasing diversity of brands and supplier countries

What are the most important factors for customers

when selecting one of the Kazakh car dealers?

Choose up to five main factors.

Price of cars

Price of auto repair and other services

Availability of broad car selection for test-drive

Wide brand and car selection for purchase

Availability of car loan and insurance

Low latency of car delivery

Provision of guarantees on the car

Specialized and experienced staff

Speed of related services
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Appendix 9. Results of surveying management of BIPEK AUTO on market trends 

# Alternative market trends 
Respondents 

Share 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

1 Volatility of sales due to the weakening of the tenge O   O     O O O     O   O O   53.3% 

2 Growth in sales of foreign cars assembled in Russia O     O   O   O O   O O       46.7% 

3 A shift in demand to the sub-premium segment   O   O     O   O     O O   O 46.7% 

4 Long-term growth of the market O   O   O O     O O   O   O O 60.0% 

5 Long-term strengthening of economic segment O   O   O   O     O       O O 46.7% 

6 Consolidation of distribution channels   O     O       O     O   O   33.3% 

7 A shift of information channels to the Internet       O       O     O   O   O 33.3% 

8 Change in distribution formats of dealers   O     O     O   O     O     33.3% 

9 Growth of technological risks during assembly   O   O     O       O         26.7% 

10 Increasing diversity of brands and supplier countries     O     O       O           20.0% 
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Appendix 10. Results of surveying management of BIPEK AUTO on key factors of success 

# Alternative market trends 
Respondents 

Share 
1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

1 Price of cars O O O O O O   O O O O O O   O 86.7% 

2 Price of auto repair and other services   O   O   O O O   O   O   O   53.3% 

3 Availability of broad car selection for test-drive O   O   O O     O   O O       46.7% 

4 Wide brand and car selection for purchase   O O O     O   O   O   O O O 60.0% 

5 Availability of car loan and insurance O O   O   O     O   O   O O O 60.0% 

6 Low latency of car delivery     O     O O O   O   O   O   46.7% 

7 Provision of guarantees on the car O O   O O   O O O   O   O   O 66.7% 

8 Specialized and experienced staff O       O   O     O     O   O 40.0% 

9 Speed of related services     O   O     O   O   O   O   40.0% 
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Appendix 11. Analysis of Porter’s five forces in automotive market of Kazakhstan, 

influence from 1 to 5 

  
Opportunity/ 

threat 
Weight Influence Total 

Current competitors           

High rates of growth in the industry Opportunity 

25% 

5 1.3 

-1.0 

Small number of competitors Opportunity 3 0.8 

High concentrations of competitors Threat 4 -1.0 

Presence of a number of leading 
players 

Threat 5 -1.3 

High barriers to exit from the market Threat 3 -0.8 

New participants           

High economies of scale Opportunity 

5% 

5 0.3 

0.6 

Significance of the learning curve Opportunity 4 0.2 

High requirements to capital Opportunity 4 0.2 

Limited access to supplies Opportunity 4 0.2 

Free access to the buyer Threat 5 -0.3 

Buyers           

Large number of buyers Opportunity 

20% 

5 1.0 

2.2 

High concentration of buyers Opportunity 4 0.8 

Buyers’ increase in revenue Opportunity 4 0.8 

Buyers’ initiative Opportunity 3 0.6 

Buyers’ price sensitivity Threat 5 -1.0 

Suppliers           

Limited number of participants Threat 

35% 

3 -1.1 

-6.7 

Requirements to standards Threat 3 -1.1 

Volumes of products’ shipments are 
important 

Threat 4 -1.4 

Work aimed at brand promotion is 
important 

Threat 4 -1.4 

Exclusive rights are established Threat 5 -1.8 

Substitutes           

Limited selection of substitutes Opportunity 

15% 

3 0.5 

-0.5 

Low cost of substitutes Threat 3 -0.5 

Sufficiently high quality Threat 2 -0.3 

Propensity of the population to use Threat 4 -0.6 

Relatively low comfort Opportunity 3 0.5 
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Appendix 12. Competitive environment in Kazakh automotive market (AKAB 2014, 

Astana Motors 2014, AllurAuto 2014, Mercur Auto 2014, Neocar 2014, RMA Group 

2014, TERRA Motors 2014, Virazh 2014) 

  
Sales, 
car per 
month 

Number 
of light 
vehicle 
brands 

Numbe
r of 

dealer 
centers 

Segmentation 

Econom
y class 

Sub-
premiu
m class 

Premiu
m class 

Super-
premiu
m class 

BIPEK AUTO 9000 6 26 3 3     

Astana Motors 2400 7 16   4 2 1 

Mercur Auto 1700 3 4   1 1 1 

Virazh 900 10 14 5 4 1   

AllurAuto 1000 5 17 3 2     

TERRA Motors 400 2 1 1 1     

Neocar 400 2 1 1 1     

Caspian Motors 200 4 1   2   2 
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Appendix 13. Analysis of BIPEK AUTO’s strength and weaknesses, influence from 1 to 

5 

  
Strength/ 
weaknes

s 
Weigth 

Influenc
e 

Total 

Marketing and sales           

Good reputation and popularity Strength 

25% 

4 1.0 

1.5 

Significant market share Strength 4 1.0 

High product quality Strength 5 1.3 

Average service quality Weakness 3 -0.8 

Low customer loyalty Weakness 4 -1.0 

Business processes           

Availability of production base Strength 

20% 

5 1.0 

2.6 

Availability of equipment Strength 5 1.0 

Well-developed manufacture 
standards 

Strength 3 0.6 

Availability of production technologies Strength 3 0.6 

Formal service standards Weakness 3 -0.6 

Staff           

High competences and training Strength 

15% 

4 0.6 

0.9 

Working and project implementation 
experience 

Strength 4 0.6 

Well-developed motivation system Strength 3 0.5 

Low involvement in decision making Weakness 3 -0.5 

Formal attitude towards standards Weakness 2 -0.3 

Finance           

Sufficient own funds Strength 

20% 

5 1.0 

3.4 

Favourable credit history Strength 3 0.6 

Concessional resources from the state Strength 3 0.6 

Efficient budgeting system Strength 3 0.6 

Efficient system of inv. evaluation Strength 3 0.6 

Management           

Availability of strong leaders Strength 

20% 

5 1.0 

1.0 

Good management training Strength 5 1.0 

Availability of long-term working plans Strength 4 0.8 

Customary monopoly position Weakness 5 -1.0 

Insufficient focus on customer service Weakness 4 -0.8 
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Appendix 14. Results of analysis on the basis of SWOT matrix 

STRENGTHS 
 Good reputation and popularity of the company in the market 
 Significant market share gained by the company 
 High quality of the product the company sells 
 Availability of own production base 
 Availability of equipment for vehicle assembly lines 
 Well-developed standards for manufacture 
 Availability of well-developed technologies used in vehicle 

manufacture 
 High competences and training of the personnel 
 Working and commercial project implementation experience 
 Well-developed system of personnel motivation with KPI 
 Availability of sufficient own resources to develop business 
 Favourable credit history of the company in the market 
 Concessional financial resources from the government of Kazakhstan 
 Efficient budgeting and investment valuation system 
 Availability of strong leaders in the company's management 
 Good management training of the senior managers 
 Availability of long-term working and development plans 

WEAKNESSES 
 Mediocre service quality offered by the company 
 Low customer loyalty 
 Formal standards of customer services 
 Low involvement of personnel in decision making 
 Formal attitude towards standards on the part of the personnel 
 Customary monopoly position of the company in the market 
 Insufficient focus on customer service 

OPPORTUNITIES 
 Increase in the efficiency of state management and the ease of doing 

business 
 Strong economic growth in the long term 
 Active expansion of lending to the private sector 
 Active growth of average annual income of the population 
 Gradual reduction and stabilization of the unemployment rate 
 Strong growth in consumer spending on the purchase of vehicles 
 Increased penetration and speed of the Internet as a key source of 

information 
 The impact of technology on the extension of functions and role of the 

car 
 Attention to the problem of ecology that makes modern vehicles 

relevant 
 Potential for reduction of customs duties on cars in accession to the 

WTO 
 High rates of growth in the Kazakh automotive industry 
 Small number of competitors on the automotive market 
 High market barriers such as economies of scale, learning curve, 

capital 
 Large number and concentration of buyers on the market 
 Buyers increase in revenue and initiative 
 Limited selection of substitutes and their low comfort 

THREATS 
 High level of corruption in the government is putting pressure on 

business 
 Weakening of the tenge, which leads to an increase in the value of 

imports 
 Rising cost of fuel, leading to increased spending on car 
 High concentrations of competitors on the automotive market 
 Presence of a number of leading players on the market 
 High barriers to exit from the automotive market 
 Free access to the buyer from new participants 
 Buyers high price sensitivity on the automotive market 
 Limited number of suppliers on the market 
 Requirements to standards of production and service from suppliers 
 Volumes of products’ shipments are important 
 Work aimed at brand promotion is important 
 Exclusive rights with suppliers are established 
 Low cost and sufficient quality of substitutes 
 Propensity of the population to use substitutes  
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Appendix 15. E-mail questionnaire for surveying an expert group 

Dear (full name)! 

 

 

In the previous e-mail, which was sent two weeks ago, you were asked to familiarize yourself 

with the materials describing the development trends of the automobile market in Kazakhstan 

and activities of BIPEK AUTO within it. The materials also featured a table with SWOT-analysis, 

in which the main opportunities and threats of the external environment with the strengths and 

weaknesses of BIPEK AUTO are clearly correlated. We hereby ask you, in accordance with the 

provided data, to answer the questions about possible strategic initiatives that may be 

undertaken by BIPEK AUTO under the current circumstances. 

Question No. 1. What suggestions can be made by comparing opportunities of the 

environment of and strengths of the company (SO strategy)? 

 

Question No. 2. What suggestions can be made by comparing threats of the environment 

and strengths of the company (ST strategy)? 

 

Question No. 3. What suggestions can be made by comparing opportunities of the 

environment and weaknesses of the company (WO strategy)? 

 

Question No. 4. What suggestions can be made by comparing threats of the environment 

and weaknesses of the company (WT strategy)? 
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Question No. 5. Should BIPEK AUTO focus on the solutions that meet opportunities of 

the environment or should it rather focus on the existing threats? What do you think and 

why? 

 

Thank you for your responses! 
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Appendix 16. Results of surveying respondent N1 Denis Bichug (Director of production) 

Question No. 1. What suggestions can be made by comparing opportunities of 

the environment of and strengths of the company (SO strategy)? 

We must rely on the company’s reputation and leadership profile. It is necessary to 

scale the infrastructure, provide the best coverage from the perspective of the own 

production and the network of dealerships. 

Question No. 2. What suggestions can be made by comparing threats of the 

environment and strengths of the company (ST strategy)? 

It is necessary to reduce dependence on external supplies, as the value of tenge 

decreases. The own production should be developed, so that the suppliers could take 

the back seat. 

Question No. 3. What suggestions can be made by comparing opportunities of 

the environment and weaknesses of the company (WO strategy)? 

The market has preconditions for active development; however the customer begins to 

expect more. The company must improve the quality of service, which will require a 

revision and improvement of the standards of work and upgrading the employee training 

programmes. 

Question No. 4. What suggestions can be made by comparing threats of the 

environment and weaknesses of the company (WT strategy)? 

The competition is growing and the customer more and more looks at the price. We 

need to work on the localization of production to lower prices for car components and 

provide low-cost services. 

Question No. 5. Should BIPEK AUTO focus on the solutions that meet 

opportunities of the environment or should it rather focus on the existing 

threats? What do you think and why? 

I would rather focus on the opportunities. The social level of the population of 

Kazakhstan continues to grow. Even if the country is now faced with the economic 

instability, in the long term this trend will persist. The company indeed should be 

oriented on the long-term trends, if it wants to retain its leading positions in the market. 
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Appendix 17. Results of surveying respondent N2 Boris Sasin(Director of commerce) 

Question No. 1. What suggestions can be made by comparing opportunities of 

the environment of and strengths of the company (SO strategy)? 

The company offers a wide range of automotive brands. This is its advantage over 

many other market participants. Along the same lines, the market will continue to grow, 

as it has a large untapped potential. We should seek to expand the choice for the 

customer. It should always perceive us as the main supplier of high-quality personal 

transport in Kazakhstan. 

Question No. 2. What suggestions can be made by comparing threats of the 

environment and strengths of the company (ST strategy)? 

One of the grave problems in the market is the growth of competitive pressure. To 

combat competition, we need to diversify the portfolio both by brands and by models. 

We also have to keep up with the times – the role of cars with less impact on the 

environment and not consuming a lot of fuel is increasing. 

Question No. 3. What suggestions can be made by comparing opportunities of 

the environment and weaknesses of the company (WO strategy)? 

Requirements to the quality of service are increasing in the market. In this regard, our 

competitors are more flexible, as they are smaller and are often oriented towards more 

premium car makes. Whenever possible, we must respond to these trends. It is 

necessary to work out new standards of service for employees and give them new 

incentives for work at the expense of the KPI. 

Question No. 4. What suggestions can be made by comparing threats of the 

environment and weaknesses of the company (WT strategy)? 

Customers are price-sensitive, and competitors can offer them more interesting options 

for cooperation. The company must work on diversification not only from the perspective 

of models or brands, but should also take into account the range of rendered services. 

Maybe there is a possibility to make a part of these services free or of minimal cost for 

the customer to bind it to us. 

Question No. 5. Should BIPEK AUTO focus on the solutions that meet 

opportunities of the environment or should it rather focus on the existing 

threats? What do you think and why? 

Of course, we would like to react to both opportunities and threats. However, if we talk 

about the strategic prospects and the long-term situation, the first thing we need is to 

focus on the opportunities. Our company is an actual monopolist in the market and it 

has all the opportunities to develop its offer to such a level that people would associate 

buying a car with visiting one of the BIPEK AUTO centers. Although times have become 

harder nowadays, there are still many more potential buyers in the future. In 

Kazakhstan, with around 250 vehicles per 1,000 people, the growth potential is quite 

significant. 
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Appendix 18. Results of surveying respondent N3 Sergey Sosnov (Director of 

organizational development) 

Question No. 1. What suggestions can be made by comparing opportunities of 

the environment of and strengths of the company (SO strategy)? 

BIPEK remains the largest player in the market, which in the future still has a great 

potential for development. Therefore, I believe that the general line of development 

should be maintained. Despite the risks, we may well get new exclusive rights from the 

suppliers, since they are interested in developing our positions not less than we are. 

This allows them to work with a smaller number of channels, yet at the same time retain 

a reasonable margin. Thus, it is necessary to work on scaling our business – this is 

interesting not only for us, but also for the suppliers. 

Question No. 2. What suggestions can be made by comparing threats of the 

environment and strengths of the company (ST strategy)? 

The problems that we are facing are associated with increasing instability of the global 

economy. Rising gasoline prices, lower value of tenge – these factors have a direct 

impact on the end user. I take it as a sign, as economic situation may hardly be easier 

in the future. We must adapt to this by offering the suppliers to move their production to 

the territory of Kazakhstan. Additionally, it is worthwhile to work on further expansion of 

the range of inexpensive cars, components for which BIPEK can produce due to their 

capacities. 

Question No. 3. What suggestions can be made by comparing opportunities of 

the environment and weaknesses of the company (WO strategy)? 

Perhaps, BIPEK should work on improvement of the level of services, because as long 

as the company only sells cars, orders for repair and motor vehicle inspection go to 

other companies in the market. This way we will be able to follow the customer from one 

purchase of a car to another. 

Question No. 4. What suggestions can be made by comparing threats of the 

environment and weaknesses of the company (WT strategy)? 

I think we need to work on the management standards. BIPEK is a large company, the 

management of which is quite time consuming. Together with all other standards of 

operation, such as production and service, we need to develop standards for the 

management of the organization. Generally, in my opinion, it is necessary to support the 

concept of continuous improvement, as Bipek should be more flexible to maintain a high 

level of service. 

Question No. 5. Should BIPEK AUTO focus on the solutions that meet 

opportunities of the environment or should it rather focus on the existing 

threats? What do you think and why? 

Surely, it is necessary to respond to the threats. Indeed, it is necessary to adapt to the 

current destabilization of the economy. Yet, I think that these are solely supportive 

actions, while the real BIPEK development should be based on maximizing the market 

share. In fact, this is only possible in the context of market opportunities associated with 

the potential increase in social standards of the public. 
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Appendix 19. Results of surveying respondent N4 Elena Kuzmina (Financial director) 

Question No. 1. What suggestions can be made by comparing opportunities of 

the environment of and strengths of the company (SO strategy)? 

I believe that the company should continue working on the scaling of business, and this 

relates to absolutely all aspects. That is, I mean the production, trade and services, 

including portfolio of brands and services. This allows the company to lower unit fixed 

costs, increase the market power, reduce purchase prices, and engage in a more direct 

dialogue with the suppliers. That is the reason the company has exclusive rights. That is 

why it has the ability to establish joint ventures with partners. From a financial point of 

view, it is extremely advisable to continue in the same vein and to work on cost 

leadership strategy. 

Question No. 2. What suggestions can be made by comparing threats of the 

environment and strengths of the company (ST strategy)? 

Indeed, cost leadership strategy remains relevant for us from this perspective. Now 

there is a reduction in the value of tenge and the real incomes of the population, while 

the scope of imports is increasing. If the company is scaling their businesses by 

organizing their own production, we will be able to reduce the dependence on imported 

raw materials and components. At the same time, we will remain in contact with the 

world’s largest motor vehicle manufacturers, as they will be our partners. This means 

reducing the time of release of new models in Kazakhstan and their better adaptation to 

the requirements of the country. 

Question No. 3. What suggestions can be made by comparing opportunities of 

the environment and weaknesses of the company (WO strategy)? 

I believe that in this area it is necessary to tackle the issues of optimization and 

improvement. Incidentally, this relates to both scaling and the entire spectrum of activity 

– production, trade, services, etc. However, it should be borne in mind that this is a 

difficult task – it is possible to deal with both scaling and optimization only after a good 

study of the management system. 

Question No. 4. What suggestions can be made by comparing threats of the 

environment and weaknesses of the company (WT strategy)? 

I believe that we need to combine the opportunities of optimization and scaling in this 

context. Basically, this is also relevant for other strategies. The company can localize 

the production of spare parts and elaborate the range of cars to increase the share of 

vehicles with spare parts of domestic origin. For customers this will mean lower 

maintenance costs – I think this will be in their interest not less than quality. 

Question No. 5. Should BIPEK AUTO focus on the solutions that meet 

opportunities of the environment or should it rather focus on the existing 

threats? What do you think and why? 

The market situation is negative, but I do not think it will take more than 2-3 years. The 

company is now the largest in the market; hence it is not only difficult, but also 

disadvantageous to make reactionary decisions related to short and even medium-term 

situation changes. Still, no matter how improved the management systems are in the 
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company, it will not be as fast as the small competitors. Therefore, I believe that the 

company needs to work for long-term factors, thus creating the market itself – it has 

every opportunity to do so due to its position in the industry. Anyway, Kazakhstan 

market has serious grounds for development in the next 10-15 years. To get the lion’s 

share of demand, which is only being outlined, today the company must develop a 

strategy that focuses on market opportunities. 
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