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Influence of human capital on the competitiveness of the economic system

Abstract

Object:The object of the research is to study the problems of efficient use of human capital and develop on this ba-
sis recommendations for the formation of a competitive economic system in Kazakhstan.

Methods: We have applied methods of economic and comparative analysis, classification, economic and statisti-
cal methods were used to process the information.

Findings: The results of the study confirm the effectiveness of the development of human capital in the context of
globalization and openness of the global economic space that can bring the country to a higher level of development.
The authors also consider the problems of forming a modern competitive society in Kazakhstan. Based on a synthesis of
foreign experience and an assessment of the competitiveness of Kazakhstan, recommendations are given on improving
the mechanism for the formation and development of the economic system. It also offers specific recommendations for
improving the quality of intellectual capital in the framework of the formation of a competitive cluster. The influence of
human capital on the development of a modernly open economy is quite clearly revealed, which determines the direct
relationship between the main socio-economic indicators.

Conclusions: The development of innovative infrastructure is necessary to increase the competitiveness of the Re-
public of Kazakhstan in the domestic and international markets of high-tech products and scientific and technical ser-
vices.

Keywords: economic system, innovation, human potential, human capital, human development, competitiveness,
intellectual potential.

Introduction

In the context of socio-economic modernization of the Republic of Kazakhstan, the formation of a com-
petitive market economy, which implies the formation of the necessary conditions for the effective use of
new incentives and mechanisms of economic growth through the implementation of economic policy pro-
grams, is particularly relevant.

The specifics of human development in the republic requires a policy in which state regulation and state
support play a greater role than in other areas of the economy. A high level of educational potential is seen as
creating a country's competitive advantages in various fields - economic, social, political or cultural
(Samat, 2019).

It is known that in countries with a market economy, the need for highly qualified specialists is increas-
ing, since the availability of an educated qualified workforce can increase the competitiveness and efficiency
of the national economy. In this regard, the development of the economic system should take place in ac-
cordance with the laws of a socially oriented economy, where the priority should be indicators of the effec-
tiveness of the country's intellectual potential, the competitiveness of domestic specialists, and the equality in
line with international standards (Ramazanov, 2018).

Thus, based on a study of the problems of the efficient use of human capital, it is necessary to develop
recommendations on the formation of a competitive economic system in Kazakhstan.

Literature Review

The study of the problem of the formation and effective use of human capital as a factor in increasing
the competitiveness of the economic system has been the subject of many works by Western researchers.

The authors of the works in the field of developing this concept are M. Porter (Porter, 2010), G. Becker,
W. Hubbard, K. Murphy (Becker, Hubbard, Murphy, 2010), A. Savvides, T. Stengos (Savvides, Stengos,
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2009), Erik A. Lenderman (Lenderman, 2017), Kamelia Moh’d Khier Al Monani, Nurasyikin Jamaludin,
Wan Zalani Wan Zanani Wan Abdullah, Abdual-Naser Ibrahim Nour (Momani, Nurasyikin, Zanani, Nour,
2020), Ramanauskaité A., Rudzioniené K. (Ramanauskaité, Rudzioniené 2013).

The methodological foundations of various approaches and studies of the magnitude of human
potentialwere considered in a number of works by Kazakh and Russian authors, in particular, in the works of
S.A.Dyatlov (Dyatlov, 2017),ButkenovaA.K. (Butkenova, 2018),Batalov, Yu.V., Kolos E.A. (Batalov,
Yu.V.and Kolos E.A., 2011), B. Yessengeldin, (B. Yessengeldin, 2019), G. Aymukhanbetova
(G.Aymukhanbetova 2019), and others.

In the Republic of Kazakhstan, questions of the effectiveness of the use of human potential have already
received sufficient coverage, and have been reflected in the works of Kazakhstani scientists. At the same
time, the multifaceted nature of the studied problem, the presence of unexplored issues that need further sci-
entific, theoretical and practical developments, were the motivation for the authors to conduct this study.

Methods

In the research process, general scientific methods were used: causal analysis, economic and compara-
tive analyzes, classifications, economic and statistical methods.

The basis of the economic and comparative analysis was the ranking of the Global Competitiveness In-
dex, which is derived on the basis of a combination of factors determining the level of labor productivity in a
particular country and, thus, the degree of development that can be achieved in the economy.

The economic and statistical method is based on attempts to determine and quantify the degree of eco-
nomic efficiency of investments in the development of human capital and on this basis to propose measures,
the implementation of which would increase the efficiency.

To determine the effectiveness of investments in the development of human capital, the indicators of
education efficiency at the macro level (EE) and the intellectual intensity (II) of production in the Republic
of Kazakhstan in recent years were calculated.

Sources of statistics for this group of dependencies were statistics from organizations such as the World
Economic Forum (WEF), International Institute for Management Development, World Bank, UN.

Results

Such organizations as the World Economic Forum (WEF), the International Institute for Management
Development, the World Bank, the United Nations and others are engaged in assessing the competitiveness
of different countries.

The World Economic Forum (WEF) experts use the Global Competitiveness Index (GIC), which is de-
rived from an assessment of several dozen key components that are most critical for a country's productivity
and competitiveness, as the main ranking tool (Porter, 2010).

According to the WEF, competitiveness is a set of factors that determine the level of labor productivity
in a particular country and, thus, the degree of development that can be achieved in the economy. The most
competitive is an economy that will grow faster in the medium and long term.

In the methodology of the Global Competitiveness Index for 2010 — 2019, those components that play
an increasing role in the country's competitiveness as the economy develops have a greater share.

The components are grouped into three sub-indexes, each of which plays a role at a certain stage of eco-
nomic development:

— sub-index “Basic requirements” - 37.7% (37.8% in the GIC 2018-2019);

— sub-index “Efficiency Factors” - 50.0% (50.0% in the GIC 2018-2019);

— sub-index “Factors of innovation and complexity” - 12.3% (12.2% in the GIC 2018-2019).

In 2018 and 2019, Kazakhstan ranks 59th in the WEF report with an average score of 61.8 and is in the
intermediate group (2-3), located between the categories of countries driven by “Management efficiency”
and “Innovation”. This group includes 24 countries: Argentina, Brazil, Hungary, Malaysia, Latvia, Poland,
the Russian Federation, Turkey and others.

Compared to the UIS countries, Kazakhstan has a competitive advantage in such factors as “ICT”,
“Macroeconomic stability”, “Labor market”, “Market size” and “Business dynamism”.

Kazakhstan demonstrates the weakest positions by factors: healthcare and primary education, develop-
ment of the financial market, competitiveness of companies and innovation.

For the remaining six factors, the competitiveness of the Republic of Kazakhstan is at an average level:
institutions, infrastructure, higher education and training, the effectiveness of the goods market, and techno-
logical readiness.
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Out of 12 factors of competitiveness, improvement came about on five factors — “Institutes” (+12),
“Commodity Market” (+10), “Infrastructure” (+3), “Labor Market” (+3), “Financial System” (+ 2). On three
factors, the positions have not changed — “ICT”, “Market Size”, “Innovation Potential”.

In general, the World Economic Forum determined the competitive advantages of Kazakhstan as factors
such as the “Labor Market” - 30th place and “Dynamic business” - 37th place. At an average level, factors
such as “ICT” (44), “Market Size” (45), “Education and Skills” (57), “Commodity Market” (57), “Institutes”
(61), “Macroeconomic Stability” (62) ) and “Infrastructure” (69). The most problematic factors for doing
business in Kazakhstan, respondents noted corruption (16.7%), access to finance (14.6%), inefficient state
bureaucracy (8.0%), tax regime (7.8%).

Compared to last year, the share of respondents reporting low qualifications of employees as the most
problematic aspects of doing business decreased significantly - 6.8% (in 2018 - 13.3%).

Table 1. Kazakhstan's position in the Global Competitiveness Index

Indicators 2011- 2012 - 2013- 2014- 2015- 2016- 2017- 2018-
2012 2013 2014 2015 2016 2017 2018 2019

The number of countries in 131 134 133 139 142 144 148 144
the ranking
GCIRK 61 66 67 72 72 51 50 50
Basic conditions 66 74 74 69 62 47 48 51
Performance factors 58 64 69 71 76 56 53 48
Factors of innovative devel- 84 77 78 102 114 104 ’7 89
opment
Companies competitiveness 85 86 88 102 109 99 94 91
Innovation potential 75 62 64 101 116 103 84 85
Note: Made up by authors based on The Global Competitiveness Report 2017-2018

According to experts of the Institute of Economic Research, the most important factors for the growth of
Kazakhstan's competitiveness are:

— growth in the share of the private sector in GDP and job creation;

— introduction of innovations;

— development of policies aimed at supporting competition in the market;

— improvement of the institutional system;

— growth in labor productivity;

— attraction of direct foreign and domestic investments;

— expansion of the domestic and foreign market.

However, in the production structure of the Republic of Kazakhstan, the production of
extractiveindustries predominates. The main component of Kazakhstan's exports are fuel and energy prod-
ucts, of which64.6% are oil and gas condensate. This indicates the preservation of the factor dependence of
the country, which does not allow to attribute the economy of Kazakhstan to the group of countries at a more
effective stage of development.

Of greatest interest is the analysis of the sub - index “Factors of innovation and complexity”, which
consists of two factors: “Conditions for the development of business” and “Innovation”. The leading posi-
tions in the WEF ranking are countries with the highest scores for precisely these factors.

In 2014, Kazakhstan was ranked among the 30 most developed countries in terms of two factors that de-
termine its competitiveness: labor market efficiency - 15th place, and macroeconomic environment - 27th
place.

A decrease in indicators by the Innovation factor indicates a decrease in the level of technological de-
velopment of the republic. The dependence of Kazakhstan on external technologies and developments is
growing, while the level of development of the country directly depends on the intensity of innovation.
The five leaders in the Innovation factor in 2017-2018 included Switzerland, Sweden, Finland, Japan and the
USA.

The state is the main source of funding for research and development in Kazakhstan, while in developed
countries the share of state funding does not exceed 40%.
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According to the statistics of the RK Committee on Statistics, in 2018 the level of innovative activity of
Kazakhstani enterprises amounted to 8.0%.

The share of small and medium-sized businesses in the GDP of the Republic of Kazakhstan did not ex-
ceed 20%, while in developed countries this indicator is at least 40% of GDP.

Most enterprises buy ready-made technological solutions embodied in technology and equipment. Only
4% of enterprises acquire licensed technology and patents (Butkenova, 2018).

In many countries of the world there is an active process of cluster formation. The cluster approach al-
lows us to consider not a separate enterprise, but a set of interconnected enterprises as a “growth point” in a
region. The enterprises that make up the cluster have the opportunity to collaborate and to use resources
more efficiently together, which results in a synergistic effect when the potential of the cluster exceeds the
sum of the potentials of its constituent elements (Thurow, 1970).

The USA has the largest number of clusters, where about 380 clusters are created. More than half of all
US enterprises operate within clusters. A large number of clusters formed in European countries (Italy, Great
Britain, France). Clustering of small business in Italy is widespread, providing jobs for 43% of all employed
in the economy. Clusters are actively forming in Southeast Asia and China.

In Kazakhstan, the creation of clusters is aimed at creating the necessary conditions for the development
of competitive industries in the non-resource sector of the economy. According to experts, today in the re-
public there is a favorable situation for the development of small business clusters. Strengthening the support
of the sector from the state and local authorities will allow to concentrate the allocated resources in specific
areas, implement joint projects, and strengthen technological and supply-value inter-regional ties.

The availability of natural resources is an important but insufficient condition for successful competi-
tion. Orientation to natural resources makes Kazakhstan's enterprises uncompetitive in international markets.
In this regard, it is necessary to create unique products that will be in demand both domestically and in inter-
national markets.

For this, Kazakhstan has such a favorable factor as human capital. Human capital is an opportunity to
acquire knowledge, creative potential, physical, moral, psychological and social health, spiritual qualities,
human mobility, that is, a set of properties that can provide income to the owner (carrier) of human potential
and increase profit for the entrepreneur(Kocherbaeva, Stybaeva, 2018).

In a certain sense, under the “bearer of human capital” one can consider both an individual individual,
an enterprise, and the state as a whole. In any case, revenue growth has a positive effect on the level of eco-
nomic development of the state. The carrier of human capital is also its owner. Therefore, the use of human
potential is controlled to a certain extent by its owner. For the formation of human potential is not enough
material means. The work of the carrier of this potential, as well as the spiritual and cultural investments of
the family and society are necessary. Human potential cannot be separated from its owner, therefore it is less
liquid (Pulic, 2004).

Correspondence of human capital to the requirements of the economic and scientific-technical situation
allows ensuring the efficiency of the economy as a whole, as well as of individual enterprises and organiza-
tions. Therefore, at the present stage of socio-economic development of Kazakhstan, the most important task
is to manage the process of investing in the development of human potential. Social development programs
involve the development of a set of measures to improve the structure of human capital, identifying priority
areas, and calculating investment costs. Investments in human capital increase labor productivity and con-
tribute to the growth of a competitive economic system.

Recently, scientists from different countries have repeatedly made attempts to determine and quantify
the degree of economic efficiency of investments in the development of human capital and, on this basis,
propose measures whose implementation would increase the efficiency. The strategic importance of such a
task is very great.

To determine the effectiveness of investments in the development of human capital, it is advisable to
calculate the effectiveness of education at the macro level (EE) and indicators of intellectual intensity (II) of
production in the Republic of Kazakhstan in recent years:

2017 year: EE =3200,2 /912,026 = 35;
2018 year: EE=3528,4 /926,6= 38;
2019 year: EE =3803,3 /106,9= 36.

Therefore, in the Republic of Kazakhstan from 2017 to 2018 there is an increase in the size of GNP per

1 tenge of the educational fund. In 2019, compared with 2018, this indicator decreased.
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2017 year: 11=912,026/3200,2 = 0,028;
2018 year: II=926,6/3528,4=0,0026;
2019 year: MII=106,9/3803,3 = 0,028.
Therefore, in the Republic of Kazakhstan from 2017 to 2018, the educational fund is decreasing for each
GNP unit. However, in 2019, the intellectual intensity of production has a positive trend.
This proves the need for intellectualization of production, as well as increasing costs in areas that con-
tribute to the development of human potential, namely: education, science, healthcare and culture.

Discussion

The results of our study in the context of the effective use of human capital are a factor in increasing the
competitiveness of the economic system of Kazakhstan.

The results achieved by B. Yessengeldin, (Yessengeldin, 2019) consider human capital as the most im-
portant factor in the development of a modern innovative economy that ensures the development of the
economy and society, including human resources, their knowledge, tools of intellectual and managerial
work, living environment and labor activity, ensuring effective and rational functioning of human capital as a
productive factor of development. Our approach to the efficient use of human capital is more multifactorial,
confirming the fact that training is not always considered only from an economic point of view, and it is also
necessary to consider the social effect.

Our results confirm the conclusions of G. Aymukhanbetova (Aymukhanbetova, 2019), who argue that
the development of intellectual capital in combination with innovation is the key development factor in an
innovative economy.

The author allocates innovative and creative capital as the main internal factor of innovative activity. It
is shown that for the realization of intellectual potential in intellectual capital, the presence of three resource
components is necessary: personal, informational and innovative potentials. The transformation of intellectu-
al potential into intellectual capital occurs in the process of active activity using the appropriate resources
and market opportunities, as a result of which intellectual capital is formed, consisting of innovative, human
and structural capital.

We also agree with the results achieved by Kamelia Moh’d Khier, Nurasyikin Jamaludin, Wan Zanani,
Wan Abdullah, Abdulnaser Ibrahim Nour (Moh’d Khier, Nurasyikin, Zanani, Abdullah, Nour, 2020) , which
confirmed that intellectual capital, measured using the intellectual coefficient of value added significantly
affects the competitiveness of the economic system. The authors show that industrial companies in the com-
modity economy should have practical experience and knowledge, since it is vital for their competitive ad-
vantage, and should reduce unemployment by hiring new employees with experience and skills.

Our results also show the degree of economic efficiency of investments in the development of human
capital and on this basis, measures have been proposed whose implementation would increase the efficiency.
The strategic importance of this task is very great.

Conclusion

Summarizing all the results of a study of the problems of the efficient use of human capital, it is neces-
sary to note the most significant points:

— it is determined that one of the main factors affecting the competitiveness of the economic system is a
person and related social categories such as “human potential”, “human capital”, “human development”;

— it was revealed that the development of the economic system should take place in accordance with the
laws of a market-oriented economy; therefore, priority should be given to indicators of the effectiveness of
the country's intellectual potential, the competitiveness of domestic specialists, and their quality in line with
international requirements;

— it is proved that in modern conditions the development of human capital provides economic effi-
ciency at various levels: national, enterprise, individual. Moreover, measures aimed at developing human
capital through a chain of market interactions inevitably lead to competitiveness and economic growth in
the country;

— features of competitiveness of Kazakhstan in comparison with other countries are revealed,;

— identified and analyzed the indicator of the effectiveness of education at the macro level and the indi-
cator of intellectual intensity of the Republic of Kazakhstan;

— organizational and economic mechanisms have been developed to stimulate Kazakhstan's competi-
tiveness growth factors.
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The proposed methods and solutions in the study should increase the effectiveness of the country's com-
petitiveness, its ability to quickly translate research and development into final competitive products.
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E.C. Cutnuxosa, 11.B. bopausny, X.K. bpaysaiinep
IKOHOMMKAJBIK KYlHeHiH 0ocekere KadijieTTijirine axaM KanuTaJbIHBIH dcepi

AHoamna

Makcamul: 3epTTeyAiH MaKcaThl ajlaM KallUTAJBIH THIMIII TTaiianaHy Mocenenepi skoHe ockl Herizae Kazakcranma
Oacekere KadiJIeTTI YKOHOMHUKAIIBIK )KYHEH1 KaJbInTacThIpy OOWBIHINA YCHIHBICTAp 93ipIiey 00BN TaObLIa bl

Odici: MakanaHbl ka3y Ke3iHJC SKOHOMHUKAIBIK JKOHEC CaJBICTRIPMANBI TajJlay, XKIKTEYy TOCUIIEepi, aKmapaTThl
OHJICY YIIIH SKOHOMHUKAIIBIK-CTATHCTHKANBIK 9JIICTeP KOJIIAHBUIFAH.

Kopvimeinovl:  3epTTey HOTIKeNepi jkahaHAaHy JKoHE ONEMOIK OSKOHOMHKAIBIK KEHICTIKTIH AaIIBIKTHIFBI
JKaFJalibIHIA €M1 HeFYPJIBIM JKOFaphl JaMy JIeHTeHiHe IIbIFapyFa KaOUIeTTi ajaM KallWTaJbIHBIH JaMy THIMIUTITiH
pactaiinel. ABTOpiap coHmai-ak KazakcTaHmarel Kasipri 3aMaHFBl Oocekere KaOUIeTTi KOFambl KaIBINTACTHIPY
Macenenepin KapacteipraH. [lletenmik ToxipnOeHi kuHaKTay jkoHe Ka3zakcTaHHBIH Oocekere KaOineTTumiriH Oaramay
HETi3iHIe dKOHOMMKAIBIK JKYHEH! KaJbIITACTHIPY JKOHE NaMBITY TETIriH JKETimipy OOWBIHINA YCHIHBIMIApP OepiireH.
CoHbIMEH KaTap, Oocekere KaOUIeTTi KiacTeplli KaJbINTACTHIpYy MIeHOEpiHAe 3UATKEPIIK KamUTAJIIBIH CarachlH
apTTBIPYIBIH HAKTHI YCBIHBICTAphl KapayFaH. Kasipri 3aMaHFbI alllbIK YKOHOMHKAHBIH JAMYBIHA alaMU KaITHTaJbIH
acepi JKETKITIKTI TYp/e alKbIH aHBIKTaJIa Ibl, OYJI HET13ri aJIeyMeTTiK-OKOHOMUKANIBIK HHANKATOPIIapAbIH TiKeJIeH o3apa
0aliTaHBICHIH HETi3IeHIi.
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Tyorcoipvimoama: VIHHOBaWSIBIK MHQPAKYPBUIBIMIBL JaMbITy KP-HBIH FBIIBIMIBI K@XKETCIHETIH OHIMAEP MEH
FBUIBIMU-TEXHHUKAJIBIK KBI3METTEP/IIH 1IIKI jKoHE XaJIbIKapalblK HapbIKTapbIHIa OaceKkere KaOiIeTTUIriH apTThIpy YIIiH
KaXXeT.

Kinm ce30ep: >KOHOMHKAJBIK Kyie, HHHOBALMsIAp, aJaMH dJIeyeT, aJaM KalWTallbl, aJaMH Jamy, Odcekere
KaOINeTTTIK, 3UATKEPITIK dJIeyerT.

E.C. CutHuxoBa, U.B. bopausny, X.K. Bpaysaiijep
Bausinne 4e10Be4eCKOr0 KAaMUTAIa HA KOHKYPEHTOCIOCOOHOCTh YKOHOMHYECKOH CHCTEMBI

Annomauusn

I]env: llenpio UCCIIeAOBAHMS SBISIOTCS U3yueHHE MpoOiieM 3(h(HEKTUBHOTO MCIOIB30BaHUS YeTI0OBEYCCKOTO KaIlu-
Taja M pa3paboTKa Ha dTOW OCHOBE peKOMeHAanui mo GopMupoBaHuio B KazaxcTaHe KOHKYPEHTOCTIOCOOHOH IKOHO-
MHYECKOUN CUCTEMBI.

Memoouwi: Tlpn HamMCaHWN CTATbU WCIOJB30BAaHBI MMPHEMBI 3KOHOMHUYECKOTO M CPAaBHHUTEIBHOTO aHAJIM3a, KJlac-
cupukanyn, 1711 00padboTKH HHGOPMAIIUH UCTIOIH30BATHCH YKOHOMUKO-CTATHCTUICCKUE METOJIBI.

Peszynomamei: Pe3ynbraTsl HCCIEAOBAHIS TOATBEPKAAIOT YPPEKTHBHOCTD PAa3BUTHUS YEJIOBEYECKOTO KalnTajla B
YCIIOBHSIX TIIO0ANHM3aliN U OTKPBITOCTH MHPOBOTO 3KOHOMHYECKOTO TPOCTPAHCTBA, CIIOCOOHOTO BBIBECTH CTpaHy Ha
0oJiee BHICOKHI YPOBCHBb Pa3BUTHs. ABTOPHI TaKXKe pacCMaTpUBAIOT Mpobiembl GpopmupoBanus B Kazaxcrane coBpe-
MEHHOTO KOHKYPEHTOCIIOCOOHOTO obmiecTBa. Ha ocHOBe 00001IeHNS 3apy0eKHOTO OMBITA U OIICHKH KOHKYPEHTOCIIO-
cobHocTn KazaxcTaHa aHBI peKOMCHIAINHU 110 COBCPIICHCTBOBAHUIO MEXaHH3Ma ()OPMHUPOBAHUS M PA3BUTHS IKOHO-
MHUYECKO# cucTembl. Takke pacCMOTPEHBI KOHKPETHBIC PEKOMCHIAIIMK IMOBBIIICHUS KAa4ecTBAa WHTEIUICKTYallbHOTO
KamuTajia B paMKax (GOpMUPOBaHHS KOHKYPEHTOCIIOCOOHOTO KiacTepa. [JJ0CTaTOYHO YETKO BBISIBIISCTCS BIUSHHE YEII0-
BEUCCKOTO KalHWTala Ha Pa3BUTHE COBPEMCHHOW OTKPBITOW KOHOMHKH, YTO OOYCIOBIMBACT MPSIMYIO B3aMMOCBS3b
OCHOBHBIX COIMATbHO-IKOHOMHYECKUX MHIUKATOPOB.

Bvi1600vi: Pa3zBuTre MHHOBAIIMOHHON WHOPACTPYKTYPHl HEOOXOAWMO ISl MOBBIIICHHS KOHKYPEHTOCIOCOOHOCTH
PK Ha BHyTpeHHEM U MEXIYHAPOTHOM PBIHKAX HAYKOEMKOH MPOAYKIINHN U HAYTHO-TEXHUYECKUX YCIYT.

Knioueswvie cnosa: sxoHOMHYECKasl CHCTEMa, HHHOBAITUH, YEJIOBEYECKUN ITOTCHIIMAI, YEIOBCUECKUI KalnuTal, 4e-
JIOBEYECKOE Pa3BUTHE, KOHKYPEHTOCIIOCOOHOCTh, HHTEIDICKTYaIbHBIH OTCHIIHAL.
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