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Ways of optimization and cost reduction of the enterprise

Abstract

Object: Optimization and cost reduction of the enterprise as a type of activity are in the process of their formation
and is manifested primarily in the abundance of models of both local processes and the development of “global” strategies.

Methods: The analysis of activity of the enterprises of various spheres shows that, despite abundance of publications
on optimization of expenses, it is seldom when enterprise can show a sample of the organization of this process. Contra-
riwise, the number of unprofitable enterprises indicates that there are serious problems in the organization of the system
of optimization and cost reduction. The article uses content analysis.

Findings: The strategy of cost optimization sets such tasks as identifying areas of cost reduction as a factor in
improving economic performance, determining ways to reduce costs for the main stages of the economic cycle of the
product, as well as the calculation of costs for the operating segments and production units of the enterprise.

Conclusions: Taking into account that article is devoted to the optimization and, as a consequence, to cost reduction
in the enterprise, the author substantiates the necessity for the optimization process and reveals the basic principles of
cost optimization in the enterprise. Special attention is paid to the methods and methods of cost optimization, their ad-
vantages and disadvantages are revealed.

Keywords: cost optimization, enterprise, cost reduction measures, cost management, cost analysis.

Introduction

In the context of developing market relations with the instability of the external environment in enter-
prises there is a need for effective management to minimize their own costs. The problems of reducing costs
in the enterprise, finding ways to solve them are complex and interesting issues of the modern economy of the
enterprise.

The purpose of any enterprise is to achieve an economic effect of the activity, which can be expressed
depending on the aims of the establishment and activities both through profit and through the achievement of
any social, environmental and other improvements. But only by comprehensively analyzing the costs of the
organization and correctly determining the reserves for their reduction, it is possible to achieve this goal.

Cost optimization is the process of finding and implementing the most effective way to manage finances.
There are no businesses, firms or enterprises can exist without costs. It is no secret that the costs should be
useful: the company is profitable when the money spent leads to profit. In such cases, cost optimization helps
to increase profitability, avoid economic problems and keep the company even in crisis times (Dan Steinhoff,
John F. Burgess,1993).

Every enterprise can be represented in the form of a chain of processes. It receives some resources, which,
passing this sequence, are modified, acquiring the form of a product or service at the output. At the same time,
each link in the chain is a specific function that requires certain resources to perform and has its own cost.
Based on this understanding, both cost reduction and optimization should begin with an analysis of business
processes.

Hypothesis. Costs reducing, optimization and identifying their cost compliance solve the problem of
reducing the resources spent and increasing labor productivity.

6 BecTHuk KaparaHgvHckoro yHuBepcuteTa



Ways of optimization and cost reduction of the enterprise

Literature Rewiew

The problems of management and cost optimization dedicated to the work of many foreign scientists,
namely, I.A.Basmanov, S.P.Gavrilovskaya, K. Druri, D. Doyle, H.Horngren, D. Foster, G. Cokins,
A.D. Sheremet, N.G. Danilochkina, S.A. Nikolaeva, V.E. Kerimov and others.

I.A. Basmanov believes that "... optimization of production costs and their reduction are independent,
separate from each other concepts that are inherent in various both subjects of study and methods of
knowledge".

S.P. Gavrilovskaya in his work justifies the need to form a card of profitability of products and recom-
mendations for multi-factor cost optimization in order to improve cost management.

In his book "Management accounting for business solutions" K. Drury one of the four sections is devoted
to cost management. In this section, along with the already known approaches to cost management, the author
identifies several new ones.

A significant place in the work of D. Doyle is given to the outsourcing mechanism, which is considered
as one of the effective tools for optimization of internal expenses (Doyle D., 2002).

Scientists Ch.T. Horngren, J. Foster outline the features of profit optimization by assigning deviations in
the standard-cost system to the cost of the period (Horngren Ch., Foster G., Datar S., 2005).

Gary Kokins identified the need of effective combining elements of different systems of cost management
and the achievement of a synergy effect (Cokins Gary, 2013).

Other famous scientists also support an integrated cost management system. So, A.D. Sheremet notes that
at the moment "there is an objective integration of management methods into a single management accounting
system" (Sheremet A.D., 2004). An overview of the possible combinations of effective cost management meth-
ods and tools can be found in H.D. Danilochkina (Danilochkina N.G., 1999). S.A. Nikolaeva, V.E. Kerimov
adhere to the integrated approach in the construction of cost management systems.

At the same time, the study of the works of these authors showed that to date, the main methodological
and applied problems of developing methods of sustainability through cost optimization for effective manage-
ment decisions were beyond the scope of system research. And already existing scientific developments are
not adapted to the practice of enterprises, which undoubtedly has a huge impact on the development of the
economic environment as a whole.

Methods

The problem of cost optimization is very relevant in contemporary economic conditions, as its solution
allows each individual company to survive in a tough market competition, to build a strong company that will
have a good economic potential. This is due to the fact that the achievement of high results of the enterprise
and profit maximization cannot be achieved without effective cost management. At the same time, today there
is a lack of methodological base, on the basis of which it would be possible to assess the impact of costs on
the condition of the enterprise, due to the fact that domestic methods of evaluation allow to identify the impact
of costs on sustainability only on the basis of financial statements (formalized data), while informal data (qual-
ity of management, organizational structure, level of management and production personnel of the enterprise,
the availability of budgeting system) are not taken into account, and, accordingly, do not influence on the
overall assessment of the stability of the enterprise.

The purpose of any optimization is not only costs reduction, but increasing the efficiency of the enterprise.
The concept of "cost reduction" is inseparable from the concept of "cost effectiveness". To develop cost-cutting
measures, it is necessary to understand how costs are generated in each direction, how business processes are
designed, and what should be done to reduce them. For this purpose, certain cost reduction plans are drawn
up, which usually include those cost items that need to be reduced (Denisov D.V., 2019).

The methodological basis of the research is the dialectical method, General scientific and special methods
were also used.

Results

Cost optimization is the main element of the cost management system. If enterprise doesn’t optimize
costs, it simply won’t be able to survive in a rapidly changing environment. The effectiveness of cost reduction
depends on how revenue and expenditure are recorded. Management activities carried out in conditions of
economic downturn should be close to the approaches typical for anti-crisis management, strategic manage-
ment, project management and risk management at the same time.

Cepusi «9koHomuka». Ne 1(97)/2020 7
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Cost optimization is the main element of the cost management system. If the company doesn’t optimize
costs it simply will not be able to survive in a rapidly changing environment. The effectiveness of cost reduc-
tion depends on how revenue and expenditure are recorded (John K. Shank, Vijay Govindarajan, 1989).

In practice, there are three principles that should be followed in order to avoid unnecessary spending:

1) planning;

2) control;

3) discipline.

Planning. A very common mistake in the planning is control of only expenses, without regard to income.
It is necessary to control not only the spending of available money, but also to pay special attention to the
sources of income. Otherwise, the company faces a shortage of funds and the need to attract loans, which can
eventually lead to bankruptcy. Incoming and outgoing cash flows should be planned in advance (Kotlyarov,
S.A., 2002). Cost optimization will be more successful if the Manager always has the planned amount of
income and expenses for the next month, quarter, year. In the short term, some investments may seem costly,
but they will yield greater benefits in the future.

Control. The head of the enterprise should always receive objective information about the state of the
business. Cost control is impossible without the latter. At large enterprises, it is advisable to create a Depart-
ment to work on cost reduction and optimization, which studies the factors affecting the costs, checks the
compliance of technical processes in the enterprise with the established standards, finds out the causes of
failures, monitors the presence of failures during the shipment or receipt of goods, reveals the packing of the
warehouse. After collecting information about all costs, its analysis is carried out, then — the reduction and
optimization of the identified costs. The head of the enterprise plans and approves a program to reduce costs,
which includes activities of various sizes: from changing suppliers to improving the efficiency of work with
customers (Mayer E., 2013).

Discipline. Further, the strategy chosen and approved by the head is reflected in the budget of the enter-
prise, and to deviate from it only in exceptional cases. Compliance with the rules is assessed by the financial
services, which monitor the validity of costs and prevent unnecessary spending. Decisions on the cost of funds
should be made by only a few responsible persons.

Optimization of costs does not mean taking actions to the detriment of the interests of the enterprise. The
task of reducing costs should be solved in the best way, by comparing costs and revenues with each other. The
issue can be solved in several directions:

1. Cost reduction from internal resources (direct reduction). Such actions can include increasing produc-
tivity, reducing material costs, reducing management costs, as well as reducing the staff of the enterprise.

2. Reduction of production costs (relative reduction). This can be achieved by increasing production. In
this case, on the producing of one detail will be spent less money.

3. Formation of the offer due to the conducted marketing research. In this case, the growth of the volume
of purchases by customers is stimulated and an influx of new customers is formed.

4. Formation of the strict financial discipline. In this case, a limited number of people may give an "ap-
proval" for expenses.

The Manager can use three possible ways of optimization in his optimization activity of costs of the
enterprise:

1. Systematic cost reduction, which involves a gradual (over several years) cost reduction. This cost
reduction is connected with the improvement of three areas of activity:

— investment. Investments that are invested in the purchase of new equipment and the introduction of new
modern technologies are necessary for the enterprise to solve problems and improve production. Investment
projects should undergo a serious selection, due to the fact that such investment projects spend a large amount
of money. This requires full justification of the feasibility of such investment. The head of the company must
clearly and accurately understand whether his costs will pay off in the future, and what will be the profit
(Nooraie Vahid, Parast S.A., 2016).

— purchases. Purchases are the main share of the company's costs. The process of procurement manage-
ment is to find more profitable suppliers, since it is from vendor depends on how effectively they meet the
needs in raw materials, etc. (Umirzakova D.K., Megis N., 2017).

— production process. In some enterprises, the technology of "lean production” is used to effectively costs
reduce. All costs are estimated from the customer's point of view and the company has to either get rid of those
processes that are not approved by the buyer, or reduce the cost on them (Nidhi, M.B., Anil, B.B., 2011).

8 BecTHuk KaparaHgmHckoro yHusepcurteTa
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All these three processes form the most significant share of the company's costs, and therefore managers try
to reduce them gradually, so that they have less impact on the final activity of the enterprise, i.e. profit.

2. Rapid reduction requires work to reduce costs within weeks or months. Rapid cost reduction involves
reducing fixed and variable costs of the enterprise, that is, on this way to reduce costs, there is a reduction in
the cost of raw materials and materials. The increase in the cost of consumption of materials (basic and auxil-
iary) is due to the rise in the cost of purchased raw materials, the rise in the cost of auxiliary materials and the
growth of utilities.

The most effective solution to reduce costs is to revise contracts with suppliers. The company begins to
look for companies that can offer lower prices for raw materials and can also provide deferrals on payments
(Vasina A., 2019). To reduce such costs as the costs on materials and raw materials, it is possible to carry out
the following activities:

— review the terms of contracts with existing suppliers;

— search for new suppliers;

— search for high-quality but inexpensive components in the production;

— help suppliers to reduce their costs;

— procurement of materials, together with another buyer from the same supplier;

— independent production of necessary materials;

— introduction of resource-saving technological processes that contribute saving on the cost of raw mate-
rials (Dutta, P.A., Mishra, A.A., Khandelwal, S.B., Katthawala, 1.B., 2020).

In parallel with the search process, there is a reduction in the number of overhead costs: the cost of elec-
tricity, transport, heating, etc. the cost of electricity can be reduced in the control of energy consumption by
limiting the lighting of the room in the dark, if it does not interfere with the production process, the transition
to economical methods of lighting and equipment. With regard to transport costs, the number of service vehi-
cles should be reduced, and fuel consumption for these vehicles should be more closely monitored. Reducing
heating costs, for example, can be done by installing steam generators(Jae K. Shim, Joel G. Siegel, 2000).

Another way is to reduce the wage fund. A more acceptable way to reduce costs is to reduce wages, but
in order to prevent employees from being unwilling to work, it is necessary to provide them with social bene-
fits: free food, extended health insurance, etc. (Lebedev V.G., Drozdova T.G., Kustarev V.P., 2010). To solve
the problem of activation of valuation processes in enterprises the most effective option of rationing costs
based on existing methods are developed:

1) Microelement regulation — is the regulation of labor with the help of pre-designed microelements of
the labor process. The essence of microelement rationing is that the most complex and diverse in nature labor
actions are combinations of simple or primary elements.

2) Experimental and analytical regulation is carried out on the basis of the study of labor processes di-
rectly in production conditions.

3) Settlement and analytical regulation — labor standards are established on the basis of standard of the
mode of operation of machines and time standards for the implementation of individual elements of the oper-
ation, developed differentiated for different organizational and technical conditions on the basis of numerous
observations.

Application of typical standards (norms) assumes systematization of conditions of performance of each
labor process on the basis of carrying out their certification.

3. Express reduction is a reduction that can be carried out within a few days. With this reduction in costs,
it is necessary as soon as possible to stop paying for some items and to determine the cost of significance. All
costs are divided into:

— high priority (payment of wages to employees, purchase of raw materials for production). Such costs
are necessary for the enterprise to continue its activities.

— priority (mobile payment, advertising). If company stops payments under this article, the work of the
company will go astray.

— acceptable (benefits for employees, payment of sanatorium treatment to staff). If the company does not
have free funds, these payments can be suspended, but it is preferable to keep them.

—unnecessary (payment for a private flight for the head of the company). Cancellation of such expenses
will not adversely affect the company's operations.
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When choosing an express cost reduction on the first place payments stop on the "unnecessary" article
and sharply limit the permissible. High-priority and priority costs should not be reduced, because when they
are reduced, there is a danger of stopping the operating activity and harming the normal conduct of business.

3. Express reduction is a reduction that can be carried out within a few days. With such reduction in costs,
it is necessary as soon as possible to stop paying for some items and to determine the cost of significance. They
can be high-priority, priority, acceptable and unnecessary. Of these costs, it is necessary to abandon unneces-
sary costs, because they do not bear any profit to the enterprise (payment for rest to the head of the enterprise).
Further, it is necessary to reduce the financing of eligible costs (payment for sanatorium treatment of employ-
ees). High-priority and priority costs should not be reduced, because when they are reduced, there is a danger
of stopping operating activities and harming the normal conduct of business.

One of possible ways to reduce costs is are models to improve their efficiency. These models have both
advantages and disadvantages. There are three main efficiency models:

1) "net" cost reduction is cost reduction by getting rid of unproductive costs. The main savings are due to
fixed costs (Erdavletova F.K., 2016);

2) "intensification" of costs — there is even a slight increase in costs, but more significantly increases
and increases revenue. As a rule, this occurs when new equipment is introduced, technologies that in-
crease the productivity of the equipment, and consequently, revenue;

3) "fixing " costs — when the revenue increases costs are not increased. As a rule, this is either an increase
in the price of products, or an equivalent increasing of productive costs and a decrease in unproductive (Ga-
garski V., 2019)

The directions of cost reduction programs are very diverse. These include:

— introduction of new more economical technologies(Drury C., 2006).

— application of more modern organizational concepts;

— outsourcing — refusal of own production of some products or services and transition to purchase from
third parties;

— in contrast to outsourcing, the transition from procurement of a number of products and services on the
side to their own production;

— invention and innovation.

The successful implementation of the cost reduction program and the creation of a mechanism for regular
cost optimization will allow the company to improve business efficiency or use low product prices as one of
the key advantages in the competition.

In fact, the company has many different activities, costs, it interacts with a large number of suppliers,
partners, customers, it employs staff with certain qualifications, so it is advisable not to follow a particular
model of cost reduction, and apply them to the situation that has developed in the enterprise. And each com-
pany through certain losses and errors determines the most effective methods of optimizing the cost of the
enterprise.

When drawing up a plan of measures to optimize costs, the Manager needs to remember that the situa-
tional solution of the problem is not always the best choice. By following the optimization rules, company can
achieve the maximum effect with the least tolls:

1. Costs do not always need to be reduced; most often they need to be effectively managed, that is, to
reduce the total costs you need to increase the amount of costs in any particular direction.

2. Costs are minimized for best results. The efficiency rule says that one unit of cost must provide the
maximum result.

3. The desire to minimize costs is not always useful. It may be optimal to slightly reduce costs and main-
tain them at the required level.

4. Optimization of budget expenditures is impossible without financial investments.

5. Cost optimization should be ongoing. New items of expenditure affect the profit of the enterprise, so
cost tracking should be a mandatory task, reporting on the implementation of which is submitted to the man-
agement of the enterprise.

Thus, the optimization of income and expenses are two procedures that go hand in hand. Uncontrolled
costs will not bring income to the enterprise, and profit growth is directly related to the cost control.

All optimization processes should start from the head of the enterprise who should carry out any optimi-
zation actions, starting with himself, and put an equal sign between the reputation of the enterprise and personal
reputation.
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Of course, all employees of the enterprise and outsourcers can be forced to compensate, to fine or to
collect a penalty for losses, for errors and shortcomings, but in general for the mistakes of the head of the
enterprise he has to pay by himself.

As an application tool to optimize costs and expenses arising from errors of project managers, company
can use:

— the classical method of calculation of penalties, allowing to estimate the costs of erroneous actions in
real terms;

— one of the methods of calculation of reserves and extensive nature (ER, Extensive Resources), where
ER is the value of the unconditional loss the fault of the head, multiplied by the actual resource allocation.

Further, in case of unfavorable conditions, managers need to pay special attention directly to business
processes, due to the fact that the average period of solving the problem by managers is several times greater
than the time spent by enterprise managers to solve the same tasks.

Two heads are much easier can find the points of intersection of interests, rather than Director and Man-
ager. This approach saves time and money, allows to create a long-term picture of cooperation and is based on
greater trust. Therefore, the leaders of one company are trying to come up with a proposal for cooperation to
the head of another company and discuss the details of cooperation directly with him, especially in solving
such problems and the occurrence of such conditions as:

— establishment of business contacts in the organization of new business;

— project implementation;

— resolution of important and urgent issues;

— occurrence of unfavorable conditions for one of the parties to the agreement;

— interaction with partners and key clients in crisis.

As arule, the Director sees the prospect of development of the enterprise in advance and his main task is
to ensure the management of end — to-end processes. In practice, there are eight keys, end-to-end business
processes:

1) customer relationship management;

2) consumer service management;

3) demand management;

4) execution of orders;

5) material flow control;

6) procurement management;

7) product development, value creation;

8) management of recurrent material flows.

Unlike conventional budgeting, crisis management involves managing end-to-end processes, giving not
only a complete picture of the state of affairs, but also an idea of the dynamics of changes in key parameters.
This is what allows you to make quick optimization decisions in the process, not on the basis of the activity.

Often, business leaders in establishing business contacts and decision-making are often guided by per-
sonal preferences and dislikes. However, it is necessary to adhere to a realistic view of the organization of
work and the state of affairs, as well as objectively assess the business qualities of employees and partners.
However, establishment of relationships on this basis does not give any special guarantees, especially in the
event of adverse conditions. Moreover, interaction with partners is often complicated by the desire of entre-
preneurs to conclude various "gentlemen's agreements". Management of enterprises and projects requires the
ability not to take wishful thinking, to establish contacts, guided by the interests of the company, not personal
sympathies, to reasonably determine the goals and evaluate the results.

Setting the task to optimize costs, it is necessary to assess the structure of the processes taking place in
the enterprise, for their compliance with time-tested approaches, methods and disciplines, including:

— analysis of economic activity of the enterprise;

— marketing analysis;

— working capital management (including inventory management). Unfortunately, the incompetence of
managers in the management of working capital in the activities of many enterprises leads to chaotic or ill-
conceived, undocumented distribution of funds and resources. This is a fairly common cause of the crisis
situation within the enterprise.

Circulating capital management is a set of tasks that ensure the process of transition (strategy of transfer)
of the enterprise from the current state to the planned one. The main indicators of efficiency of use of current
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assets are: the value of current assets and equity, the structure of working capital, the turnover of individual
elements of working capital, the duration of the financial cycle, the return on working capital before tax.

Knowing that there is a certain dependence of working capital and profit, experienced managers con-
stantly monitor the dynamics of profit changes depending on the size of working capital, thus being able to
make timely decisions on the launch of new projects and the implementation of appropriate investments.

The main methods of "getting rid of ballast" include:

— necessity to assess reserves of an extensive nature, when the amount of additional attraction or the
amount of unconditional loss of resources is known,;

— analysis of logistic value. Carrying out this analysis gives an idea of what the company costs content
(storage, accounting, etc.) ballast;

— structuring of inventories;

— optimization of inventories. Illiquid goods can be used as a "loss-making leader", i.e. goods sold at a
loss, to attract buyers;

— assessment of profile and non-core parts of the enterprise. Focusing on the core of the enterprise and
transferring peripheral aspects to subcontractors, increases efficiency and effectiveness, allowing both man-
agement and workers to deal with the most important elements and not to waste effort and experience on less
important aspects.

Discussion

The head of the enterprise in his work should know the profitability and control the dynamics of its
change. The level of profitability required by the investor or co-owner of the enterprise's equity capital can be
considered as a necessary level of profitability for the enterprise. This level depends on the level of profitability
of competing investments and the ratio of risk investments in own projects of the enterprise and alternative
products of the stock market. It is obvious that with frequently changing prices, rates, quotes, etc. it is necessary
to ensure constant monitoring of profits and monitor the dynamics of changes in profitability, for example, by
tracking indicators such as:

— return on current assets;

— return on net equity;

— the total profitability of the enterprise (before tax).

Inadequate market pricing can lead to partial or complete "paralysis" of the enterprise. Pricing strategies
and methods are one of the most important and voluminous areas of cost management.

In addition to the above, a business Manager who wants to optimize costs should have key information
about value chains and supply chains. For the present reality it is typical that the supply chain management
deals the Director or authorized person, or no one engaged.

A precise knowledge of the operations occurring along the entire length of the supply chain and defining
relationships between them enables managers not only to focus on planning for future expenses and their op-
timization, but also on the increase of income and increase the share of market presence.

The Manager should clearly assess the opportunities, risks, advantages and disadvantages of integration
with other partners, as well as develop joint solutions to overcome difficulties and neutralize system competi-
tors. This approach will allow not to be under pressure of third companies, but to successfully use the coinci-
dence of interests in the work, turning it into a center of profit generation.

Conclusions.

Thus, analyzing all of the above, cost optimization of the company can be performed in the following
ways:

1. Saving on raw materials, the main rule of which is to reduce costs not at the expense of quality. The
ideal solution is not to reduce the quality of materials, but to revise contracts with suppliers, search for more
profitable offers.

2. Analysis and cost reduction for electricity, transport, telecommunications. The transport workshop can
be outsourced if the main activity of the company is not related to the provision of transport services. It is
possible to reduce energy costs in traditional ways: the transition to energy-saving equipment, flow control.

3. Optimization of the wage fund, reduction of staff. Part of the functions of the company is sometimes
more profitable to give them to outsource. Not all staff is beneficial to leave in the enterprise: for example, a
person for cleaning only 1-2 times a week.
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4. And, the so-called universal ways of optimization of the company's costs. At any enterprise, there is
opportunity to optimize or reduce the following costs:

1) the costs of maintaining high status visibility (unreasonably expensive office, elegant car for the head
of the company, expensive office phones);

2) production losses (reduction of fuel, raw materials, electricity);

3) the hidden, implicit costs, eliminating the costs of missed opportunities (more rational allocation of
machinery in manufacturing, use of human resources).

The result of the optimization of unnecessary costs will be the output of the efficiency of the enterprise
to a new level.
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C.b. BbaiioocsinoB, K.A. Heematynuna, C.C. lllakeeB

KQCil’lOpblH}lbl OHTaﬁﬂaHHblpy 7KOHC HIBIFbIHAAPABI TOMECHACTY KOJAAPbI

Annomauusn

Maxkcamol: K3CITIOPBIHABI OHTAHIAHABIPY JKOHE IIBIFBIHIAPABI TOMCHETY KbI3METI PETiH/IE OHBIH KAJBINTAcy YIie-
PICiH JkoHE eH aJAbIMEH, )KePrUTiKTI yAepicTep iy YITijaepl MeH «okahaHIbIKy» CTpaTeTHsuapAbl a3ipiey.

9oici: opTYpIi cayajapiarbl KOCIMOPBIHAAPABIH KbI3METIH TalJay, MIBIFRIHAAPB OHTAWIAHABIPY OOWBIHINA YKa-
PUSUTAHBIMIAPABIH KOTl 00JTybIHA KapaMacTaH, KOMITAHHS OYJT TIPOTIeCTi YHBIMIACTHIPYABIH YIITICiH CHPEK KopceTe alaibl.
Kepicinmie, 3usSHIBI KOCITOPBIHAAPABIH CaHBI ITBIFBIHIBI a3aNTY KOHE OHTAMIAHIBIPY KYHECIH YHBIMIACTHIPY /1A eeyi
npoOieManap 6ap ekeHiH KkepceTeni. Makanaga KOHTSHT Taliaay KYpri3iirex.

Kopvimuvinovl: MIBIFBIHAAPAB OHTAWIAHABIPY CTPATETUSACHI MIBIFBIHIB SKOHOMHKAIBIK THIMAUTIKTI apTThIpy ¢ak-
TOPHI PETIHAC aHBIKTAyFa, OHIMHIH OW3HEC MUKIIIHIH HETi3Ti Ke3eHAePiHe KYMCaIaThIH IIBIFBIHAAPIBI KBICKAPTY KOJI/Ia-
PBIH aHBIKTAWTBIH JKOHE KOCIMOPBIHHBIH OHIIPICTIK CErMEHTTEpPl MEH OHIPICTIK OeiMIIenepiHe MIBIFbIHIAPAbI ecel-
Teyre apHaJIFaH MiHIETTepAl Oenrineii.

Tyorcoippimoama. Makana OHTaHIaHABIPY MaceseIepiHe KaHe COHBIH CaIapbIHaH KOCIIOPBIHAAFHI IIBIFBIHAAP B
TOMEHJIETY MacelleJiepiHe apHaJIFaHbIH €CKepe OTBIPHII, aBTOpJIap OHTAWIaHABIPY MPOLECIHIH KaXETTUIriH Heri3aenai
JKOHE KOCITOPBIHAAFBI IIBIFBIHAAP Bl OHTAWIAHBIPYABIH HETI3r NpUHIMITepiH amasl. [IIsFeIHIapIsI OHTAWIAHIBIPY
omicTepi MeH Taciliepine epekie KOHJI 06IiHTeH, OJap IbIH aPTHIKIIBUIBIKTAPhl MEH KEeMIITIKTEP] aHbIKTaJIFaH.

Kinm ce30ep: mBIFpIHIAPAR OHTAWIAHIBIPY, KOCITOPHIH, KOCITOPBIHHBIH IIBIFBIHBIH TOMEH/IETY iC-IIapackl, IIbI-
FRIHAAPIBI OaCcKapy, MIBIFBIHAAPABI TAIAY.

C.b. BaiibocsinoB, K.A. Heemaryanna, C.C. lllakees

IIyT onTUMHU3ALUK U CHUKEHHUSI 3aTPAT HA MPeANPUsITHI

Annomauusn

Ilenv: oNTUMH3ALMS U CHIDKEHHE 3aTpaT MPEANPUSATHS KakK BUI ACATEIbHOCTH HAXOJSTCS B MPOLIECCE CBOETO
CTaHOBJICHUSI U TPOSBIISIOTCS, MPEXKIE BCEro, B M300MIMH MOJENEH KaK JIOKaJbHBIX MPOIECCOB, TaK U pa3paboTKu
“rio0anbHBIX” CTpaTeTUl.

Memoovl: aHaMU3 NEATSTBFHOCTH MPEINPHUITHH pa3aHdYHBIX cep MOKa3hIBacT, YTO, HECMOTpPS Ha oOwine myo-
JUKAIMA 10 ONTHUMH3ALUHU 3aTpaT, PEIKOo, KaKoe MPEANPHUITHE MOXKET HMPOJESMOHCTPUPOBATH 00pa3ell OpraHU3aliu
3TOrO mporecca. HanmpoTus, KOINYECTBO YOBITOYHBIX MPEIIPUATHIA CBHICTEIBCTBYET O TOM, UTO CYIIECTBYIOT CEPhe3-
HBIE TIPOOJIEMBI B OPTaHU3AI[MH CUCTEMBI ONITUMU3AIIMH U CHU)KCHUS 3aTpaT. B cTaThe HCIOMB30BaH KOHTCHT-aHAIN3.

Pesynbmamei: cTpaTerus ONTHMU3AIUH 3aTPaT IMOKa3aJia HAPABJICHUS CHUKCHUS 3aTPaT Kak (DaKTOPOB MOBBIIIIC-
HUS 9KOHOMHUYECKHX PE3YJIbTAaTOB JACATCILHOCTH, ONPEACICHAES CIIOCO00B CHIDKEHUS 3aTpaT IO OCHOBHBIM ATaraM KO-
HOMHYECKOTO [IUKJIA TPOIYKTa, & TAKIKE PACUET 3aTPAT IO ONEPAIlMOHHBIM CETMEHTaM U MPOU3BOCTBEHHBIM MOIpa3/ie-
JICHUSIM TIPEATIPUSTHS.

Bb1600b1: yunTBIBas, UTO CTAThs MIOCBAIICHA BOIIPOCAM ONITHMHU3AIINH H, KaK CIC/ICTBUE, CHI)KEHHUS 3aTpaT Ha Mpe/-
MPUSITHH, aBTOPbI 000CHOBBIBAIOT HEOOXOJUMOCTh MPOIIECCa ONTUMU3AIMH U PACKPBIBAIOT OCHOBHBIE MMPUHIIHITBI OTITH-
MU3aLWH 3aTpar Ha npeanpusaTud. Ocodboe BHUMaHHE YACISETCS METO/IaM U CIoco0aM ONTHMU3AINU 3aTparT, BhISBIIs-
I0TCSI UX TIPEUMYIIECTBA U HEJIOCTATKU.

Knrwueswvie cnosa: OMNTUMU3AlIUA 3aTpaT, NPEANPUATUC, MCPOTIPUATHUA IO CHUIKCHUIO 3aTpaT, YIIPaBJICHUC 3aTpa-
TaMHW, aHaJIn3 3aTpart.
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The effectiveness of realization of regional innovative policy:
problems and ways of development

Abstract

Object: assessment of the effectiveness of regional economic policy implementation in the Republic of Kazakhstan,
which allows to assess the General trends and features of regional development, their advantages and disadvantages for
achieving their economic stability and development.

Methods: During the research, rationing of indicators based on traditional linear scaling was used to obtain relative
data, on the basis of which regional ratings for all estimated indicators for 2013—-2017 were determine.

Results: The need for innovative development of the economy of Kazakhstan has actualized issues related to the
efficiency of the national economy and factors affecting it, and therefore it is analyzed the dynamics of the main macro-
economic indicators in the country in recent years. The assessment of the level of development of regions on the basis of
macroeconomic indicators was carried out in order to determine functional tasks, the solution of which is most important
for regional development.

Conclusions: In general, it is emphasized that the socio-economic development of the regions has a significant im-
pact on the quality of life and well-being of the population, as well as on the development of the economic potential of
the region and its innovative and investment attractiveness, which generally affects the country’s welfare.

Keywords: innovative activity, state regulation of the economy, innovative policy, public-private partnership, gross
domestic product, purchasing power parity, gross regional product, subjects of innovative activity

Introduction

In modern conditions, one of the strategic directions of state regulation of the economy is the implemen-
tation of innovative policy in order to ensure the sustainable development of the country by mastering the
production of fundamentally new types of products and technologies, expanding on this basis the markets for
domestic goods.

The development and implementation of innovative policy is based on the formation of national innova-
tive system, which is created to unite the efforts of all levels of government, scientific and technical organiza-
tions and the business sector of the economy to accelerate the use of science and technology, realization of the
country’s strategic national priorities (Naklonov, 2015). Due to the need to develop the economy of Kazakh-
stan it is actualized the tasks related to the effectiveness of the national economy and the factors that have the
impact on it.

Hypothesis: in the context of globalization, the innovative activity of the region becomes an integral
element of the innovative system of the state, and this suggests that the effective organization of the interaction
of these systems is the basis for ensuring the ongoing innovative development of the regional economy and
improving the quality of life of its population.

Literature Review

The economy of any country, including Kazakhstan, today cannot develop in isolation from the
economies of other states, most of which have already formed, highly developed innovative infrastructure and
rich experience in the formation of it. It is such innovative experience that is needed to study and multiplication;
it has for the Republic of Kazakhstan the greatest interest.

Based on the experience of developed countries, it is possible to conclude that it is impossible to rely
entirely on self-regulation in the market in scientific and technological development.
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Due to the fact that the socio-economic perspectives in the development of any country depends increas-
ingly on the way in which the innovative process is carried out in the country, the use of innovations in any
enterprise or region acquires a social character (Bekniyazova, 2017).

At the same time, the priority of use of the centralized methods of management in the innovative sphere
is proved by world experience, for example in Bavaria, according to Science and Engineering Indicators 2016.

Dynamic economic and social development in most countries is based first of all on innovative activity,
the results of which accepted strategically important character (Organization for Economic Co-operation and
Development OECD). High technologies in the economy suggest an effective innovative system and the for-
mation of institutions supporting innovative activity. So, in the top ten countries with innovative economies in
2016 such countries as Finland, the USA, Sweden, South Korea, Japan, UK, Netherlands, Australia, Canada,
Singapore. Then it is followed India, China (MSTI databases. Organization for Economic Co-operation and
Development, 2016). In foreign countries, the production of high-tech products covered only 50—55 macro
technologies (Science, technology and innovation in Europe 2016).

The mechanisms of development of activity in the innovative sphere in accordance to international expe-
rience are the following strategies:

1) strategy of active state intervention;

2) strategy of decentralized (indirect) regulation;

3) mixed strategy.

The strategy of active state intervention is intensified innovative activity in countries such as Japan,
France, the Netherlands, etc. In these countries, innovative activity is the main factor of economic growth.
Within this strategy it is carried out financial support of universities by the state, it is provided preferential for
organizations that carried out developments and scientific research (Maastricht Economic and Social Research
Institute on Innovation and Technology — MERIT 2016). Choosing this strategy it is needed to make appro-
priate changes in the legislation of the country, as well as in its external policy.

The strategy of decentralized or indirect regulation supposes use of more complex mechanism of public
participation in the innovative and scientific sphere.

It is supposed in use of this strategy the preservation by the state the title role in the carrying out of
innovative activity, but there is no directive tough policy in this regard, which are representative for the state
strategy of active intervention in the economy. In the foreground there are high-tech enterprises and research
organizations.

The value of the state comes down to formation of favorable conditions for the development of innovative
activity of all NIS participants. This strategy was developed in such countries as Britain, the USA and in other
countries.

Mixed strategy combined the characteristics of two above mentioned strategies. This strategy is used
mostly in countries where significant share of the economy is represented by the public sector, and the policy
of the country itself is aimed at maintaining a high level of export potential in the industries (Edgington, 2018).

In this case, the government in relation to the state-owned enterprises uses the strategy of active interven-
tion, and to the remaining enterprises it uses the strategy of decentralized or indirect control. As an example
of this practice could act Sweden (Gassman et al., 2016).

The specific impact of the processes of globalization and regionalization in the innovative sphere is pro-
nounced in international scientific and technical cooperation. So, the most important trend in recent decades
has been the development of scientific and technical connections between the states and their regions.

The study of scientific sources made it possible to conclude that the European Union has a great experi-
ence in the sphere of the state regulation of innovative activity, first of all, the experience of international
cooperation in the innovative sphere as the largest political and economic union that aims at regional integra-
tion, and European countries are at the forefront of their own innovative development (Hurtley, 2017).

The mechanisms by which regional authorities introduce innovative technologies are specific in each
country, but there are general trends. There is a focus of innovative policy on stimulating the internationaliza-
tion of realizing research, developments and knowledge-intensive production.

The realization of large research projects due to their length, complexity, high cost isn’t always possible
within only one country. In this regard, the expansion of international cooperation and integration in the inno-
vative sphere for many industrial countries becomes the most important strategic model for economic growth.

Innovative cooperation makes it possible to apply financial and production resources, competitive ad-
vantages of other countries, contributing to the exploitation of capital investments and increase of labor
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productivity, allowing the realization of large innovative projects, which is very difficult without cooperation
efforts (European private equity and venture capital association).

Confirmation of this global trend is that it is set contours of carried out innovative policy in the EU-28
countries by common European directions in R&D development (Lundwall, 2017).

At the supranational level in the last decade it is enhanced systemic approach to innovative activity’s
carrying out, based on international cooperation, focusing on the diffusion of knowledge and the improvement
of education’s quality for creation of more competitive and sustainable industry and the economy as a whole.
In the strategy “Europe 2020 it is paid great attention to the unification of the EU countries’ efforts for the
purpose of forming and practical introduction of innovations that will give the opportunities to use new ideas
in the production of new services, goods (Appelt, 2018).

In turn, in the Republic of Kazakhstan there are similar problems of reforming the innovative sphere with
the Baltic States (Latvia, Lithuania, Estonia), the experience of solving of which is of great interest for Ka-
zakhstan.

So, for example, in Latvia, the greatest problem of restraint of innovative activity is the fact that small
and medium business dominating in the country and covering about 94 % of all enterprises don’t have enough
funds and qualified personnel to invest in innovative projects (Fageberg et al., 2018).

Used in foreign countries a wide range of mechanisms of stimulation of the development of innovative
activity are united by number of such features, which include the following:

1. Mechanisms of indirect participation through the creation of tax and other preferences to innovative
active enterprises, among which the most actively used deductions of costs on R&D from taxable income, as
well as the formation of innovative infrastructure, etc.

2. Mechanisms of direct state participation in innovative activity: provision of government credits for
innovative companies at preferential rates, provision of the state order for R&D for priority sectors of the
economy, direct financing by the state of scientific research, etc.

In general, in order to advance the innovative activity in the economically developed and developing
foreign countries the state has great importance for the formation of innovative infrastructure, including the
creation of information system in the country, what makes it possible to increase economic development of
countries.

In Kazakhstan, methods and instruments of innovative state support are actively being formed. In stimu-
lating development of innovative activity, a big role at present stage is devoted to the state. At the same time,
the following disadvantages are typical for NIS development mechanisms in Kazakhstan in comparison with
developed countries.

— in the use of indirect measures in regulating the problem is a formally formed, but in fact not functioning
innovative infrastructure that doesn’t help complete the stage of R&D and realize the connection between
industry and universities;

— insufficient measures of indirect state support for innovative firms, including inadequate for formed
national innovative business measures on venture financing, tax credit, etc.;

— insignificant direct financing of performed fundamental research, especially experimental design
works, as a result of which many universities have no opportunity to bring their laboratory samples and inven-
tions to the industrial stage.

It should be noted that today in Kazakhstan for the formation of effective NIS there are great advantages,
including the availability of basic infrastructure and financial, material, labor resources, political and economic
stability (Bekniyazova D.S. et al., 2016).

Thus, it should be understood that at present time there are tendencies in the appearance of similar pur-
poses and tasks in innovative policy in the considered countries, but due to the country specific features, there
are differences between them.

However, taking into account the experience of foreign countries in the innovative sphere, the presence
of the mechanism of active interaction among the participants in the innovative process, which stimulates the
development of the national and regional innovative system of the country, taking into account the mentality
and national characteristics, is of primary importance for the regions of the Republic of Kazakhstan (Kashuk
et al., 2018).

Due to the need to develop the economy of Kazakhstan it is actualized the tasks related to the effectiveness
of the national economy and the factors that have the impact on it.
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The Republic of Kazakhstan ranks ninth place in the world in terms of territory and second place in the
CIS countries, 62 place in terms of population and 42 place in terms of gross domestic product (further GDP)
on PPP (purchasing power parity).

The Republic of Kazakhstan includes 14 regions, as well as the capital city — Nur-Sultan city and the
city of the republican significance — Almaty city. The economy of the Republic of Kazakhstan is the largest
among the countries of Central Asia (second only from the Russian Federation), since 2015 the country is the
member of the Eurasian Economic Union.

It is exported by the Republic of Kazakhstan raw materials, which are produced by the mining, metallur-
gical, fuel and chemical industries. In the structure of exports in Kazakhstan, the major share is occupied by
oil and oil products (18 %), exports of non-ferrous metals (17 %), ferrous metals (16 %), etc. In the structure
of the republic’s import it is mainly machinery and equipment, food products and metal products (Duisen G.M.
et al, 2018).

The dynamics of the basic macroeconomic indicators in the republic for 2013—2017 years are shown in
Table 1.

Table 1. Basic macroeconomic indicators of the Republic of Kazakhstan for 2013-2017 years

Growth rate
Indicators 2013 2014 2015 2016 2017 in 2013—
2017, %

SYS‘;S domestic product, min. | 3,055 221418 184387 137278 162887 68.8
o rowih e, in pereent [ 6.0 67 -18.9 305 39 65.0
GDP per capita according to
PPP. USD 13890.8 | 12806.7 10509.9 7714.8 9030.3 65.0
Inflation, in percentage 4.8 7.4 13.6 8.5 7.1 147.9
Unemployment rate, in per- 5.2 5.0 5.1 5.0 49 94.2
centage
Investments in fixed assets, 332932 | 367849 | 316814 | 226862 | 26903.6 80.8
mln. USD
Export, bln. USD 85.6 80.3 45.7 36.8 483 56.4
The price of oil, USD 108.56 99.0 51.2 41.9 55.5 51.1
Import, bln. USD 50.8 43.6 30.2 25.2 29.3 577
Note — Compiled by the authors based on Committee on Statistics of the Republic of Kazakhstan

The economy of the Republic of Kazakhstan for 2013—-2017 was characterized by a gradual reduction in
2014-2016 years in the gross domestic product growth rate of the country, the reason for which was a generally
negative global macroeconomic situation.

The internal reasons for the weakening of the GDP growth rates are increased inflation (doubling in 2014—
2015), the weakening of the national currency — KZT against the world’s foreign currencies. This situation
mitigated a quite optimistic situation in the domestic market of the republic. It is continued in the country
active increase of the consumption of services and goods in the domestic market, due to the growing number
of people in the country.

In recent years, in the country it is observed a rapid growth in the service sector, increase by 10.8 % in
output of agricultural products due to a large grain harvest, as well as to the beginning of oil and gas condensate
production at the new Kashagan gas and oilfield.

The main reason for the decline in export in 2015-2017 is world oil prices. So, in 2015, the price for brent
crude oil in the averaged was 52.35 USD per barrel, sharply declining by 46.68 USD per barrel compared to
2014.

It seems that one of the most important aspects of innovative policy is the regional component. The re-
gional innovative policy is understood as a set of established goals and priorities for the development of re-
search and innovative activity in the region, ways and methods of achieving them based on the interaction of
regional and state authorities.

Changes in the nature of new technologies and in the global economy have led to the increase in the
importance of regions as places of economic activity (A. Isaksen, 2016; A. Isaksen, 2018).
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Methods

The scientific methodology assumes the systematic approach to problem solving, providing the unity of
qualitative and quantitative methods in the process of research.

The qualitative content analysis, monographic method makes it possible to carry out the research object
detailed study based on extensive scientific literature review and law, the method of comparative and logical
synthesis and analysis.

The socio-economic development of the regions has a significant impact on the quality of life and well-
being of the population, as well as on the development of the potential of the regional economy and its inno-
vative and investment attractiveness.

The carrying out of assessment of the level of regional development makes it possible to determine the
functional tasks, the solution of which is of the greatest importance for regional development, as well as the
positions according to which more active actions are needed to correct regional development (Gorde-
yeva Ye.A., 2018).

To assess the level of socio-economic regional development, the following macroeconomic indicators are
offered:

— volume of industrial products;

— investments in fixed assets;

—real disposable income of the population;

— average monthly accrued nominal wage;

— consumer price index (further CPI);

— economically active population;

— the level of unemployment (to the economically active population).

The analysis of macroeconomic indicators of the development of regions was carried out in the dynamics
for 2013-2017.

Based on the results of the analysis, based on the data of the Ministry of National Economy of the Re-
public of Kazakhstan Committee on Statistics, general consolidated rating of the regions of Kazakhstan has
been constructed that characterizes the position of the region in the republic among other regions of the country
and reflects the level of development of the region as a whole for 2013-2017, presented in Table 2.

Table 2. Rating assessment of the regions of the Republic of Kazakhstan according to the level of economic development
in accordance with the analysis data for 2013-2017

Region Volume of | Invest- | Disposa- | Average | Con- | Economi- | Unem- | Total | Region
industrial | mentin | blein- | monthly | sumer | cally ac- ploy- Rating
products, | fixed as- | come of | nominal | price | tive popu-| ment
min. KZT | sets, |thepop-| wage, | index lation, rate, in

min. ulation, KZT (CPI) | thousand | percent-
KZT KZT people age

Nur-Sultan c. 12 10 1 3 16 9 7 60 3

Almaty c. 10 13 3 5 12 4 13 61 4

Akmola region 13 16 10 15 9 10 9 91 14

Aktobe region 7 14 8 12 3 10 9 69 8

Almaty region 11 13 10 15 4 3 8 69 9

Atyrau region 1 7 2 2 9 15 10 48 1

West-Kazakhstan region 5 14 7 9 7 14 9 71 10

Jambyl region 15 16 15 16 8 7 9 96 15

Karaganda region 4 14 7 10 1 5 9 53 2

Kostanay region 12 16 11 14 2 8 10 80 11

Kyzylorda region 11 15 14 12 12 13 10 86 13

Mangistau region 3 12 5 1 14 15 11 66 6

South-Kazakhstan region 10 13 16 16 10 1 12 82 12

Pavlodar region 7 12 7 11 4 11 8 66 5

North-Kazakhstan region 16 16 13 16 3 14 9 99 16

East-Kazakhstan region 7 13 8 13 10 5 9 69 7

Note — Compiled by the authors based on Committee on Statistics of the Republic of Kazakhstan
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The best position is 1, the worst is 16. During the research, regional economic methods were used, in
particular, the method of economic-geographical research, system analysis, balance method, methods of local-
ization and systematization.

The indicator gross regional product (further GRP) per capita was defined as the main indicator, for which
further the share of influence of each of the presented macroeconomic indicators on the socio-economic level
of regional development was calculated.

The choice of GRP per capita as a base indicator is explained by the fact that this indicator most accurately
reflects the level of regional socio-economic development. In order to determine the proximity of the relation-
ship between each presented indicators and the GRP per capita indicator, the correlation analysis was carried
out.

Based on obtained correlation coefficients, the share or weight of the influence of each indicator on the
Gross regional product (GRP) per capita was calculated for the regions of the republic.

Further, using the rationing of indicators based on the traditional linear scaling to obtain relative data, the
ratings of the regions for all assessing indicators in 2013—-2017 were determined with the use the following
formula (1) and the simple average arithmetic for the studying years was used, according to which the place
in the rating is determined (from 1 to 16).

e R —min(R)

a max(R})— min(R))

(1)

where,
i — the number of indicator, i=1.,2...,n
j — the number of the region, j=1.,2...,n

Ij, — rating assessment of the j™ region according to the i™ indicator;
R; — value of the i indicator for the j™ region;

maX(R;) — maximum value of /" indicator;

min(R;) — minimum value of /" indicator.

According to the obtained values of rating assessments and determining the place in the rating of each
region of the republic, it is possible to trace changes or tendencies in the development of this or that sphere in
the regions of the Republic of Kazakhstan.

The calculation of the final integral rating of the socio-economic development of the ;" region of the
Republic of Kazakhstan and, accordingly, the determination of its place in the rating, was carried out on the
basis of the obtained data of rating assessment of the j region for each macroeconomic indicator in accordance
with the calculated weights (shares) of influence of i indicator on gross regional product per capita by the
following formula (2):

> ki-N,
[ == ©)
n
where,
I, — the final integral rating of socio-economic development of the j" region of the Republic of
Kazakhstan;

. . h e 1 o .
k, — weight (share) of the influence of the i indicator of the j* region on the gross regional product per
capita;
N, — the value of the rating assessment of the j™ region for each macroeconomic indicator;
n — number of assessed indicators.

The best indicators of economic development have such regions of the Republic of Kazakhstan according
to the rating assessment of the regions of the republic, as Atyrau, Karaganda regions and Nur-Sultan city for
2013-2017.

This situation is explained by the growth of industrial production, real money incomes of the population
in these regions, the active policy of the region in saving and attracting the economically active population to
the region.
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The worst indicators are in such regions as North-Kazakhstan, Zhambyl regions, which indicates insuffi-
ciently formed conditions for socio-economic regional development. It should be emphasized that the main
goal of the regional innovative policy should be the creation of favorable conditions for:

— the implementation of innovative activity;

— ensuring the growth of competitiveness of local products;

— the effective use of scientific and technological reserves and the solution of socio-economic develop-
ment.

The legislative base, target programs, concepts are the basic methods of realization of innovative policy
in the regions of Kazakhstan.

The main importance of innovative regional programs is to stimulate regional integration between various
research and development (R&D) subjects, coordinate regional innovative policy, develop a common strategy,
and spread the best experience in innovation creation. Regional innovative cooperation is of particular im-
portance (Draft report of the Group of Specialists on Public-Private Partnerships about the work of the seventh
UN session).

As experience shows, to the greatest extent, solving the tasks of developing an innovative economy,
building up competitive products, implementing advanced technologies, and creating stable sources of budget
incomes in modern conditions contributes to determining the main directions of state support for innovative
activity.

The following directions of state innovative policy can be distinguished: legal regulation, direct and in-
direct funding, organizational support, as well as government incentives for innovation activity and innovative
processes in the Republic of Kazakhstan and its regions.

In modern society, it is innovations that ensure the successful development of the economy, increase in
the level and quality of life of the population. However, in our country the mechanism of effective innovative
processes hasn’t yet been formed (Dnishev et al., 2017).

Therefore, government regulation is the most important methods of ensuring the dynamic flow of inno-
vative processes.

It is extremely important to set priorities for innovative development, develop innovative programs and
create a regulatory framework for innovative activity. Within these directions, the state works out a series of
activities aimed at increasing the contribution of science to the development of the country’s economy, ensur-
ing progressive transformations in the sphere of material production, and increasing the competitiveness of
national products (Alina G.B., 2018). On the basis of the regulatory documents adopted by the state authorities
of the Republic of Kazakhstan, it is possible to systematize the measures of state support for innovative activity
that correspond to the listed directions (Figure 1).

Government financial support, which is usually provided by the national budget and local budgets in the
form of loans, subsidies, subventions has particular importance in the conduct of scientific research, the intro-
duction of scientific achievements in production, the creation of knowledge-intensive industries. Moreover,
government funding can be divided into direct — the allocation of funds directly from the budget or distribu-
tion through special extra-budgetary funds, as well as indirect effects through the provision of tax incentives,
privileges to subjects of innovative activity in accordance with the laws of the Republic of Kazakhstan.

According to the analysis, significant sources of financing science in Kazakhstan are budget funds
(52.2 % in 2017) and own funds of enterprises (40.9 % in 2017). At the same time, the share of enterprises’
own funds in the total amount of funding increases from 2014 to 2017. Thus, in 2017, the share of enterprises’
own funds in the total amount of financing amounted to 40.9 % (in 2013 — 28.9 %) and amounted to 28187.6
mln. tenge.

Budget funds, in turn, decrease from 2013 to 2017 by 11.4 % (in 2013 — 63.6 %). In total, two sources —
budget financing and own funds of enterprises in 2017 financed 93.1 % of all costs for technological innova-
tions (in 2013 — about 92.6 %). At the expense of foreign sources accounted for only about 1 % for 2013—
2017 [2].

Effective promotion of innovations can only be achieved through close cooperation of scientific, educa-
tional institutions and enterprises.

However, only by funding research activity from the budget cannot be achieved goal of focusing research
on current problems of production, therefore, on the needs of the market.
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Legal documents in the sphere of regulation of innovative activity
in the Republic of Kazakhstan

¢ The laws in the sphere of innovative activity’s regulation

The Law “On Science”, 2001, 2011

The Law “On innovative activity”, 2002

The Law “On state support of innovative activity”, 2006

The Law “On state support of industrial and innovative activity”, 2012

The Law “On commercialization of results of scientific and (or) scientific and technical activity”, 2015

E> Strategies in the sphere of innovative activity’s regulation

The strategy of industrial and innovative development of the Republic of Kazakhstan for 2003-2015

The strategy of industrialization of Kazakhstan till 2020

: Programs, plans and concepts in the sphere of innovative activity’s regulation

The program on formation and development of the national innovative system of the Republic of Kazakhstan
for 2005-2015

The state program on forced industrial and innovative development for 2010-2014

The program on the development of innovations and promotion of technological modernization for 2010-2014

The state program of industrial and innovative development of the Republic of Kazakhstan for 2015-2019

Intersectoral plan of scientific and technological development of the country till 2020

The concept of innovative development of the Republic of Kazakhstan till 2020

Figure 1. The total list of legal documents adopted in the Republic of Kazakhstan
for regulation of innovative activity in the country

Note. Compiled by the authors based on the sources of Law of the Republic of Kazakhstan “On the state support of industrial and
innovative activity; Law of the Republic of Kazakhstan “On commercialization of results of scientific and (or) scientific and technical
activity”; Law of the Republic of Kazakhstan “On science”; State program of industrial and innovative development of the Republic
of Kazakhstan for 2015-2019
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Preferential public funding raises a number of problems on the way of innovative development of the
country, the key of which is the low interest of research organizations in the commercialization of develop-
ment.

Therefore, business interest in research funding is required. Here, an important role is played the use of
special measures of state incentives: government guarantees, government orders, and the dissemination of the
idea of innovative development in order to improve the social status of scientific and innovative activity.

Despite the fact that the state budget expenditures on fundamental research and scientific-technical pro-
gress assistance (funds allocated to scientific organizations for fundamental research and the development of
promising technologies and scientific-technological progress’ directions) are growing every year, in reality
these expenses still make up a small share in total GDP (Table 3).

Table 3. Analysis of the efficiency of the implementation of innovative activity in 2013-2017 in Kazakhstan

Indicators 2013 2014 2015 2016 2017
The volume of production of innovative products, | 576763 | | 580386.0 | 3771967 | 4457757 | $44734.9
min. KZT
Number of innovative-active enterprises in the 1774 1940 2585 2879 2974
country
Number of staff engaged in R&D, people 23712 25793 24735 22985 22081
Expenses on the implementation of technological | ¢, (00 7 | 63476 | 693029 | 66600.1 | 688842
innovations, min. KZT
The Volume of product per one innovation-active 326.0 2992 145.9 154.8 2840
enterprise, min. KZT
Volume of innovative products per one employed, 244 225 152 19.4 38.3
min. KZT
Egtgcs:lency of expenses on technological innova- 94 8.7 54 6.7 123
Note — Compiled by the authors based on Committee on Statistics of the Republic of Kazakhstan

Considering the internal expenses of technological innovations, it can be noted a tendency for their annual
gradual increase (exception — 2016). In 2017, the volume of expenses amounted to 68884.2 million tenge,
which is 11.7 % higher than the 2013 level.

The increase in expenses in the specified period is associated with the intensification of industrialization
processes in the republic, the modernization of enterprises, the adoption of a number of programs in the field
of industrial and innovative development, within which much attention is paid to supporting the development
of domestic innovations.

For the analysis of labor productivity, the author calculated additionally the volume of production per one
innovative-active enterprise and the volume of innovation production per employee.

Based on the data in the table, in 2013 the volume of production per one innovative active enterprise
reached its maximum value — 326.0 million tenge. In 2017, this indicator decreased by 42.0 million tenge,
amounting to 284.0 million tenge in the current period.

The volume of innovative products per employee was gradually increased, which indicates an increase in
labor productivity.

In the context of the regions, the leaders in the production of innovative products are the Pavlodar region,
Nur-Sultan c., Shymkent c., Kostanay and East Kazakhstan regions. It should be noted that, starting from 2014,
there has been a sharp increase (twice) in the volume of production of innovative products in Pavlodar region.

The analysis of the structure of expenditures on science and technology shows a relatively high level of
expenditures on applied sciences (59.4 % of the total expenditures in 2017), with a much lower level of financ-
ing for the final stage of development (design activity — 24.9 %).

In developed countries, these figures are at the level of 25-30 %, while about 55-60 % of all financial
resources are directed to the last stage of development and commercialization (Organization for Economic Co-
operation and Development OECD 2015).

In modern international and Kazakhstan practice there is a whole arsenal of measures of state incentives
for innovative development.

However, not all of them are used and not all work effectively in the regions. As a rule, local budgets
aren’t able to finance R&D, large innovative projects, enterprises don’t have sufficient funds to re-equip pro-
duction.
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Not all regions of Kazakhstan have sufficient scientific potential. This confirms the fact that government
support of regional innovative activity is an important aspect of the relationship between state and regional
science, technology and innovative policy.

Conclusion

In Kazakhstan, which has a large-scale scientific and technical complex, the task of transition of the
economy to an innovative way of development cannot be solved only by increasing the state budget spending
on R&D, supporting innovative entrepreneurship, etc.

Real economic opportunities allow state authorities to solve only part of the problems in the field of
science and technology associated with the preservation and effective use of the scientific and technical po-
tential of the regions.

The regions have no smaller share of responsibility for solving these problems [8]. Despite the powers
granted by the legislation of the Republic of Kazakhstan, the role of the regions in stimulating and supporting
scientific activity is clearly insufficient. With the exception of a few positive examples, the share of expendi-
tures of regional budgets allocated for the development of science and technology rarely exceeds tenths of a
percent.

Therefore, without a powerful external infusion of financial resources or a change in tax policy with
respect to underdeveloped regions, they will remain as recipients for many decades. Having the right to legis-
lative activity, state authorities don’t fully use this right in relation to science and technology. Not in all regions
of the republic there is an established regulation of innovative activity, which should determine the direction
of development of the region, coordinate actions, consolidate the relationship of subjects of innovative activity.

This is due to a clear underestimation of the role and place of science, technology and innovation in
ensuring the sustainable development of the regions of Kazakhstan. Other factors hindering modern economic
development through the use of:

— scientific advances are the untargeted;

— inefficient use of funds;

— the inertia of managers;

— their lack of interest in improving results.

Therefore, it seems that, along with government funding and management, it is also necessary to introduce
modern management methods, financing methods used in the private business sector.

Thus, in the process of production and sale of knowledge in the form of new technologies, equipment, it
is necessary to attract business representatives, because in accordance with modern trends of economic devel-
opment, the development of institutions of interaction between the state, science and business in Kazakhstan
and its regions is an important condition for increasing investment and innovative activity [9]. The key point
of such a partnership is the coordination of the goals and needs of each of the parties.

After all, partnership is possible only when all partners are interested, and due to the interaction, they can
most effectively solve the problem of reorienting the regional economy towards an innovative development
way (Figure 2).

INVENTOR

&
ENTREPREUNEUR

Figure 2. Model of the institutions of interaction of the state, science and business

Note — developed by the authors based on research
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At the same time, each of the parties of public-private partnership contributes to the overall innovative
project. In this context:

— the task of science is to offer new ideas and developments;

— the mission of the government is to create conditions for all participants, to train relevant personnel, to
provide the necessary database on the developed technologies, as well as their availability for commercial
enterprises, to provide tax and other benefits, guarantees;

— the role of business — project financing, materialization of scientific ideas, effective management.

The mechanism of such public-private partnership can be used to solve state problems in the field of
innovative development at the level of the Republic of Kazakhstan and its regions.

In conclusion, it should be noted that closer interaction between the industrial sector of the economy,
financial institutions, universities, research organizations, and state authorities will contribute to the achieve-
ment of the goals of the innovative policy, first of all, creating a favorable environment for innovations. This
policy should be aimed at increasing the contribution of the research and innovation sphere to the scientific
and technical progress of the country, to improving the socio-economic indicators of the regions through the
effective use of their innovative potential.
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J.C. bexnuszoBa, J.U. Kamyk, JI.M. JaBunenko, U.I1. CTenenko

AWMAaKTBIK HHHOBAIIMSUIBIK CAsICATTHI JKy3€ere achbIpy/AbIH THIMALTIri:
Maceseaepi MeH JaMy KoJI1apbl

Anoamna

Maxkcamul: aiMaKThl TaMbITY IbIH KaJIlbl YpJicTEpl MEH epeKIIETIKTePiH, SKOHOMHUKAIIBIK TYPaKThIIBIFbl MEH J1a-
MYBIHA KOJI JKETKI3y YIIiH OJIapJbIH apTHIKIIBIIBIKTAPEI MEH KEeMIIUIIKTepiH Oaranayra MyMKiHAik Oeperin Kazakcran
PecryGnmkachIHiaFbl ©HIpIIIK SKOHOMHUKAJIBIK CascaTThl iCKe achIpy/IbIH THIMALUIIrIH Oaranay.

O0dici: 3epTTey XYPridy Ke3iHJe CalbICTBIPMallbl MAJIIMETTEpPAl aly YIIIH JSCTYpPJl CHI3BIKTHIK Maciitadrayra
HETI3/1eJIreH KOpCeTKILITepl CTaHIapTTay KOlJaHblIFaH, ojapAblH Herizinae 2013—-2017 xpuinapaars! 6apIislk OaranaH-
FaH MHAMKATOpJap OOMbIHIIA aliMaKTap/IbIH PEHTHHITEP] aHBIKTAJIFaH.

Kopvimeinoer: KazakcTaHHBIH 3KOHOMHKACBIH HHHOBAIMSUIBIK JAMBITY KAQKETTUIIN YJITTBIK 3KOHOMHKAHBIH
THIMIIJIITT MEH OFaH ocep eTeTiH (akToprapra OailIaHBICTBI MAcemeliepi ©3eKTi, OCBHIFAaH COHKeC aBTOpJAp COHFBI
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KBIIAAPIAFh] €JIETi HET13TT MaKpOdIKOHOMHUKAIBIK KOPCETKIMMTEPIiH JMHAMUKACHIH Tanaarad. [llenrimMi ailMakThIK 1aMy
YILiH MaHbI3bl OOJIBIT TAOBUIATHIH (QYHKIIMOHAIBIK MIHAETTEP I aHBIKTAY YIIIH MaKpOdKOHOMHKAJIBIK KOPCETKILITED
Heri3iHze alMaKTappIH JaMy AeHreitine Oara GepinreH.

Tyorcoipbimoama: ampl, MaKajiajga aiMaKkTapblH SJI€yMETTIK-0KOHOMHKAJBIK 1aMybl XalbIKTBIH OMIp Cypy ca-
nachkl MEH 9JI-ayKaThIHBIH ©CyiHe, COHJlai-aK aiiMaK S5KOHOMHMKACBHIHBIH 9JI€yeTi MEH OHBIH MHHOBAIUSJIBIK )KOHE NHBEC-
TULMSIIBIK TapTHIMJIBLIBIFBIHBIH JAMYbIHA, XKaJIIIbI EJIJIIH 9JI-ayKaThIHa dcep eTeTiHl Oaca alThUIFaH.

Kinm ce30ep: MHHOBANUSIIBIK KBI3MET, SKOHOMUKAHBI MEMIICKETTIK PETTEY, HHHOBAIIMSJIBIK CascaT, MEMIICKETTIK-
JKEKe MEHIIIK opiMTeCTiK, KaJIIbI iMIKi ©HIM, CaTHI aTy KaOUTeTiHIH MapHuTeTi, KaIsl aiMaKTHIK 6HIM, HHHOBAITHSITBIK
KBI3MET CyOBeKTiNepi.

A.C. bexnuszosa, JI.U. Kamyk, JI.M. JaBunenko, U.I1. Crenenko

S¢ddekTUBHOCTH peanu3alii PeruOHAIbHOI HHHOBAIIMOHHOM MOJTUTHKH:
NMpo6JieMbl M IYTH Pa3BUTHS

Annomauusn

L]enw: onenka 3(h(heKTUBHOCTH pean3aliy pETHOHATBHON YIKOHOMHYECKON MOMUTHKH B Pecrrybimke Kazaxcraw,
MO3BOJISIOINAS OI[CHUTH OOILINE TCHICHIIMKA U OCOOCHHOCTH Pa3BUTHUS PETMOHOB, UX MPEUMYIIECTBA U HEJOCTATKH JJIs
JIOCTHXKEHUS HX SKOHOMHUYECKOW CTAOMIILHOCTH U PA3BUTHS.

MemoOwr: Tipu IPOBEACHUY UCCIIC0BaHMS OBLTO IPUMEHEHO HOPMHUPOBAHHUE MTOKa3aTelei Ha 0a3e TPaJUIUOHHOTO
JUHEWHOTO MACIITaOMPOBAHUS IS TIOJIYYCHUSI OTHOCHTEIIBHBIX JaHHBIX, Ha 0a3¢e KOTOPOTO ONPE/CICHBI PCHTHHTH pe-
THOHOB TI0 BCEM OILICHMBaeMbIM TokazaTeisiM 3a 2013-2017 rojebl.

Pe3zyromamei: He0OXOIUMOCTh MHHOBAIIMOHHOTO Pa3BUTHs 3KOHOMHUKH KaszaxcraHa akTyalnn3WpoBajia BOTIPOCHI,
cBsi3aHHBIE € A (HEKTUBHOCTHIO HAIIMOHATLHON YKOHOMUKH M (JaKTOPOB, OKA3bIBAIOIINX BO3JIEHCTBUE Ha HEE, B CBS3ZH C
YeM aBTOPAMH IPOBEICH aHAJN3 TUHAMHUKHA OCHOBHBIX MaKpOIKOHOMHYECKUX IIOKa3aTelIel B peciryOIrKe 3a IOCIIeTHIe
rozsl. [IpoBeneHa OIieHKa YpOBHS pa3BUTHS PETHOHOB Ha 0a3e MaKpOIKOHOMHIUYECKHUX MOKa3aTeJeH ¢ IeNIbI0 OIpeese-
HUS (HYHKIIMOHATBHBIX 3a]1a4, pelieHHe KOTOPhIX HMEeT HanboJliee BAXKHOE 3HAUCHHE /I PETHOHAILHOTO Pa3BUTHSL.

Bv1600b1: B 11€TI0M, B CTaThe TOTYEPKUBACTCS, YTO COITUATBHO-DKOHOMUIECKOE Pa3BUTHE PETHOHOB OKa3bIBAET 3HA-
YUTEIBHOE BO3JICHCTBHE HA KAYECTBO JKU3HU M 0JarOCOCTOSIHUE HACEIICHHS, a TAK)KE Ha Pa3BUTHE MOTCHIIMAIA IKOHO-
MHUKHU PETHOHA U €0 MHHOBAIIMOHHYIO M HHBECTUIIMOHHYIO IPUBJICKATEIBHOCTD, UTO, B IIEJIOM, OTpakacTcs Ha Oaroco-
CTOSIHUM CTPAHBI.

Knrwueswvie cnosa: HMHHOBAIIMOHHAA ACATCIIbHOCTD, TOCYAaPCTBECHHOC PErYJIMPOBAHUC DKOHOMUKH, MHHOBAIITMOHHA
MOJIMTUKA, TOCYJapCTBECHHO-YAaCTHOC MAapTHEPCTBO, BaJIOBBII BHyTpeHHI/[ﬁ MPOAYKT, IApUTET noxynaTem,Hoﬁ CIIOCOOHO-
CTH, BaJIOBBII peI‘I/IOHaJILHHﬁ MMPpOAYKT, Cy6”beKTLI I/IHHOB&HHOHHOﬁ JACATCIIBHOCTU.
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Regionalization and integration of the global economy

Abstract

Object: The aim is to disclose the processes of involving most of humanity in a single system of financial, economic,
socio-political and cultural ties, demanding effective ways to streamline relations in a space. Like other countries Ka-
zakhstan is involved in the process of regionalization, Kazakhstan is also interested in free access to foreign markets. The
authors of the article determined the role of Kazakhstan in the international community in matters of regionalization and
integration.

Methods: The main methods: analysis, detailing, generalization.

Findings: 1t has been established that free economic zones, having a structural effect on the international movement
of goods, services, capital, contribute to the processes of globalization and the development of economic integration.

Conclusions: During the writing of the article, the authors concluded that regionalization and integration of the
economy have both positive and negative sides. On the one hand, they contribute to the convergence of national econo-
mies that interact with each other. On the other hand, it is contributing to the split of a single world market, which is
leading to rivalry and competition.

Keywords: Regionalization, integration, globalization, world economy, strategic development, free economic zones,
Kazakhstan.

Introduction

The relevance of the research topic is justified by the fact that studying the experience of regionalization
and integration of economic processes, as well as the functioning and development of free economic zones in
developed and developing countries, is important for improving the activities of free economic zones within
our state, as well as with the aim of determining the ways of development of the country's economy.

At the heart of deep and stable economic relations between companies at the international level, a process
such as regionalization arises. Countries with different levels of economic development, but with relatively the
same problems, are entering the integration process (Bruno, 2017).

The regionalization of the world economy has become one of the most important manifestations of the
process of economic integration. Regional economic groups formed on a compact area from countries that
have common features in the economy, intensive economic ties, as well as common goals regarding further
economic development. The key criteria regarding the economic conditions of integration are the following:
the level of development of countries, their resource and technological potential; the market relations’degree
of maturity, in particular national markets for goods, services, capital and labor, the scale and prospects of
development of economic relations between countries. In addition, socio-cultural compatibility is important
(Hyoung-kyu, 2012).

Speaking about integration, noted that this is a common project, which is accepted by all participating
countries, while they differ in the level of economic development, but each country individually seeks to pro-
vide itself with a favorable strategic perspective in the context of joint project implementation (Ignatov, 2019).

Literature Review

A sufficient number of articles and studies have been devoted to regionalization and integration. Never-
theless, systemic approaches to the theory of regionalization and integration of the world economy have not
yet been fully formed, questions of determining the role of free economic zones in the structure of regional
development have not been fully disclosed. There are questions on the goals of creating and developing re-
gional blocs in relation to free economic zones, as well as the role of the state in solving these problems.

It should be noted that the work of V. Leksin, V. Doronin, M. Storper, A.J. Scott, S. Zhakupova, G. Kop-
taeva, G. Agabekova, G. Berdibekova and other authors is devoted to the solution of these issues. Moreover,
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opinions among researchers sometimes differ. Therefore, for example, some authors believe that globalization
is widely available for the regional blocks of the global economy (Moberg, 2015). Others at this point believe
that without national and regional barriers there cannot be a single global economy. At the present stage of
economic development, a meaningful approach is required to study the features of the development of free
economic zones, to develop proposals for their use in the domestic economy.

Methods

When writing the article, the authors applied various general scientific methods: using inductive and de-
ductive methods, the analysis of the collected material was carried out, the accumulated information was ana-
lyzed, detailed, generalized. The work used logical and systemic approaches.

Results

In regional integration associations, an effective mechanism is being formed that promotes the integration
of national economies into a single whole, an organic system. The components of such a mechanism are: the
charter of the organization, which determines its goals and methods of activity; supranational governing bod-
ies; coherent economic policy.

Regional integration associations essentially differ from each other both in their territorial organization
and in the depth and maturity of integration processes. In spatial terms, it can be distinguished as macro-
regional, interregional, and micro-regional levels of integration (Kozlov, 2017).

At the macro-regional level, organizations are being formed that are composed of integral economies of
states that are located in a rather large space. There are already several dozen of such organizations on all
continents of the planet. Among the most famous are the European Union, the Asia-Pacific Economic Coop-
eration (APEC), the Commonwealth of Independent States (CIS), and the North American Free Trade Agree-
ment (NAFTA).

At the interregional level, the integration process takes place in the form of cooperation between the
border administrative-territorial entities of states. European regions can serve as an example (among them,
with the participation of Ukrainian territorial units — the Lower Danube, the Carpathians, and others).

At the micro-regional level are formed (“special zones”, “free zones”, “economic zones™) (SEZ, 2018).

Authors N.N. Livintsev, G.M. Kostyuninina noted that free economic zones are “a kind of foreign trade
enclave, part of the country where goods are considered to be outside of the national customs territory and
therefore are not subject to ordinary customs control and taxation” (Livincev, 2004).

According to the definition of M.M. Boguslavsky, “free economic zones in international practice are un-
derstood to be separate territories of states where special favorable conditions for the activities of foreign
enterprises are created to solve specific economic and other problems” (Boguslavskij, 2004).

The definitions given in the literature do not have much difference between the concepts of “free eco-
nomic zones” and “special economic zones”, although in the early 1990's Kazakhstan adopted the concept of
“free economic zones”, and since 1996 the concept of “special economic zones” had been legalized (Zakon,
1996).

According to the law of the Republic of Kazakhstan “a special economic zone is a part of the territory of
the Republic of Kazakhstan with precisely defined borders, on which a special legal regime of a special eco-
nomic zone operates for the implementation of priority activities” (Zakon, 2019).

Thus, the authors note that so far there is no single concept of “free economic zones”, since these concepts
are ambiguously applied to investment and foreign trade activities.

Free economic zones have a favorable economic and geographical position in a region or part of a country
where duty-free or preferential export-import regimes are established and some trade, currency and financial
isolation are achieved compared to other regions of the country.

Creation of SEZ leads to the achievement of the following goals: saturation of the domestic market with
high-quality products; ensuring full employment of the workforce; attraction of investments; organization of
production whose products are exported; the inclusion of national economies of individual countries in inter-
national economic relations; implementation of the latest scientific and technological achievements; solving
the problems of regional policy (Kozlov, 2017).

The expansion of the integration of the world economy and the openness of the economies of different
countries led to the emergence of various specialized types of free economic zones. Widespread types of free
economic zones are: joint venture zone, technopolis, service free economic zones, free network information
zone, integrated free economic zone (Kurmanov, 2019).
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Free economic zones are also grouped by the degree of integration into the global and national economies;
sectorial characteristic, by the nature of ownership, but, the main grouping of free economic zones is consid-
ered a classification by the nature of activity. Despite the various groups of free economic zones, the main
tasks are: increasing the international competitiveness of national production; increase in domestic goods and
services; development of new types of production; scientific and technical development of the country; solving
social problems; development of effective forms of organization of production, management of modern mar-
keting activities, etc.

For example, in the territory of the Republic of Kazakhstan, the following special economic zones func-
tion: “Astana is a new city” (Astana), “Seaport Aktau” (seaport of Aktau), “Information Technology Park”
(Almaty) and “Ontustik” (South Kazakhstan region). “Burabay” (Shuchinsk district), “National Industrial Pet-
rochemical Technopark™ (Atyrau region), “Khorgos — East Gate” (Almaty region), “Pavlodar” (Pavlodar re-
gion) and “Saryarka” (Karaganda region) (table).

Table Key performance indicators of some of the free economic zones of Kazakhstan, 2018

Name of SEZ Manufzgltlur;;g value, Cumulative investment Workspaces, persons
“Pavlodar” 91.1 354 1460
“Seaport Aktau” 344.1 119.3 1650
“Ontustik” 429 29.5 1400
“Turkistan” 12 19 1630
Note — compiled by the authors

During the period of functioning of Kazakhstan’s SEZ, new projects and new jobs were implemented,
investments were also attracted to the regions.

Today, Singapore and Irish companies, which have vast experience in managing special economic zones,
show great interest for Kazakhstan. Studying the experience of the functioning and development of free eco-
nomic zones in developed and developing countries is important for improving the activities of free economic
zones and determining the development paths of the country's economy.

The regionalization of the global economy has become one of the most important manifestations of the
integration process. According to the degree of development of the integration process, these levels or stages
of regional integration are distinguished:

— preferential trade zone — at this level, trade in certain goods and services between member countries
is liberalized. This form of integration is the most common in the world, it is, in particular, inherent in the CIS;

— free trade zone — tariffs are removed in trade between members of the association for all goods and
services, and in trade with third countries each member of the association carries out its own tariff policy; an
example is the North American Free Trade Association (NAFTA); European Free Trade Association (EFTA);

— Customs Union — members of the association establish a single tariff in trade with third countries. One
of the example is the Customs Union between Russia, Belarus, and Kazakhstan;

— Common market — not only trade is liberalized but also the movement of factors of production, an
example is MERCOSUR;

— economic and monetary union — a common policy is implemented in all areas of the economy and a
common currency is introduced; so far, the only example is the European Union (Gorda, 2018).

Currently, there are already dozens of regional integration associations at various levels. The most im-
portant of these are:

1. Europe.

— European Union (EU): Austria, Belgium, Bulgaria, Great Britain, Greece, Denmark, Estonia, Ireland,
Italy, Spain, Cyprus, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Germany, Poland, Portugal, Roma-
nia, Slovakia, Slovenia, Hungary, Finland, France, Czech Republic, Sweden — 27 countries in total.

— European Free Trade Association (EFTA): Iceland, Norway, Switzerland, Liechtenstein.

— Organization of the Black Sea Economic Cooperation (BSEC): Azerbaijan, Albania, Bulgaria, Arme-
nia, Greece, Georgia, Moldova, Russia, Romania, Turkey, Ukraine, Serbia.

— GUAM: Georgia, Ukraine, Azerbaijan, Moldova.

— The Commonwealth of Independent States (CIS): Azerbaijan, Belarus, Armenia, Kazakhstan, Kyrgyz-
stan, Moldova, Russia, Tajikistan, Turkmenistan, Uzbekistan.
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An example of the sustainable development of integration is the formation of a Common economic space
(CES) of the states: Kazakhstan, Russia and Belarus, Armenia, and Kyrgyzstan. Until 2015, Russia, Belarus
and Kazakhstan were members of the Customs Union, which later became the Customs Union (CU) on the
basis of the EurAsEC, and subsequently became the Customs Union of the Eurasian Economic Union (CU
EAEU) (Gridneva, 2018).

The Customs Union is a real and effective anti-crisis tool that increases the chances of the survival of
national producers in the global crisis, protecting national economies from the negative manifestations of glob-
alization.

Among the obvious benefits of the customs union, it is possible to highlight increased cooperation be-
tween producers, the creation of a common market, the promotion of competition and the overall activity of
business, and the facilitation of movement of goods, services, labor, finance, and technology across a common
territory. Economists predict an increase in the competitiveness of commodity producers of the countries par-
ticipating in the customs union and a decrease in the cost of bureaucratic procedures, along with the solution
of a number of social problems — employment, etc.

Of course, Kazakhstan’s entry into the Customs Union a real chance for domestic entrepreneurs to de-
velop and expand their business. The advantages of the Customs Union for Kazakhstan are obvious. First of
all, among the positive aspects, it is possible to unify transport tariffs. This will allow Kazakhstan significantly
reduce the cost of transit transportation of its export cargo through Russian and Belarusian territories to world
markets. Kazakhstan has long raised this issue with partners, and if the plan now can be implemented, the price
competitiveness of domestic goods in European markets will increase. For certain cargoes, tariffs may decrease
by two or more times.

The restoration of technological chains in industry, broken since the time of the collapse of the USSR,
will also bring real benefits to the economy. There are many areas in Russian industry and regional develop-
ment programs in which, within the framework of the economic and territorial division that existed in the
Soviet era, Kazakhstani enterprises can now fit quite easily. Within the framework of a single space, such
spheres of the national economy as energy, engineering, transport, etc. can be developed.

2. Asia and the Pacific Rim.

— Asia-Pacific Economic Cooperation (APEC): Australia, Brunei, Vietnam, Indonesia, Canada, China,
Republic of Korea, Kiribati, Malaysia, Mexico, Marshall Islands, New Zealand, Papua New Guinea, Peru,
Russia, Singapore, USA, Thailand, Taiwan, Philippines, Chile, Japan.

— Association of Southeast Asian Nations (ASEAN): Brunei, Vietnam, Indonesia, Cambodia, Laos, Ma-
laysia, Myanmar, Philippines, Singapore, Thailand.

— “Colombo Plan” for joint economic and social development in Asia and the Pacific: Great Britain, USA,
Canada, Japan, Australia, New Zealand, India, Pakistan, Sri Lanka, Afghanistan, Iraq, Nepal, Myanmar, Mal-
dives, Bhutan, Bangladesh, Laos, Cambodia, Malaysia, Thailand, Singapore, Papua New Guinea, Indonesia,
Philippines, Fiji, Republic of Korea.

— Council for Arab Economic Unity (SAEE): Egypt, Iraq, Jordan, Yemen, Kuwait, Libya, Mauritania,
United Arab Emirates, Palestine, Syria, Somalia, Sudan.

— Shanghai Cooperation Organization (SCO): Russia, Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan,
China.

3. North and South America.

— North American Free Trade Agreement (NAFTA): USA, Canada, Mexico.

— Latin American Integration Association (LAI): Argentina, Bolivia, Brazil, Venezuela, Colombia, Mex-
ico, Paraguay, Peru, Uruguay, Chile, Ecuador.

— Southern Common Market (MERCOSUR): Argentina, Brazil, Paraguay, Uruguay.

4. Africa.

— Economic Community of West African States (ECOWAS): Benin, Burkina Faso, Céte d'Ivoire, Cape
Verde, Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania, Niger, Nigeria, Senegal, Sierra —
Leone, Togo (Gridneva, 2018).

— Customs and Economic Union of Central Africa (UDEAC): Gabon, Cameroon, Congo, Central African
Republic, Chad, Equatorial Guinea.

Discussion
World experience shows the higher and more homogeneous the level of technical, economic and social
development of the participating countries, the more similarities in their economic and geopolitical goals and
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interests, in economic and political structure. Integration processes is faster and developing more dynamically
under these conditions, and the unification of economic and legal norms, as well as the political conditions of
interaction. The important conditions for the effectiveness of integration processes include civilizational fac-
tors of mutual attraction of countries and peoples, as well as the necessary degree of mutual trust of the inter-
acting states. The practice of regional economic integration in the modern world shows that the affiliation of
integrating countries to similar types of civilizations (for example, one religion) has a positive impact on its
dynamics, which creates the basis for the formation of a qualitatively new unified not only economic, but also
humanitarian space within the regional community (Lagutina, 2015).

Modern international economic integration is influenced by a number of factors of world development,
among which the most significant is globalization. However, if globalization is a new quality of international-
ization at the highest level of development in breadth, then integration is the highest level of development of
internationalization inland. Recently, regional integration has been seen in the context of globalization. Both
of these main trends in the development of the modern world economy are in a complex, ambiguous, contra-
dictory interaction. On the one hand, there has been an accelerated process of globalization of economic activ-
ity, on the other, an increase in regionalization and integration.

Under the influence of complex globalization factors, states share the traditional model of the main sov-
ereign with supranational integration structures, within which common interests are combined to strengthen
the positions of each of the states. At the same time, the risk’s global nature appears: emerging alliances do
not complement each other, but begin intense competition among themselves for the economic and political
space. At the same time, the problem remains that strong world powers are trying to form their integration
systems and are forcing others to adapt to new structures. A striking example of a modern geo-economic strat-
egy is the United States (Moberg, 2015).

The processes of global economic development, covering all regions and sectors of the world economy,
fundamentally change the relationship between external and internal factors in the development of national
economies in favor of the former, which requires adaptation to unified procedures, norms and rules of behavior
for the main participants in world economic activity. On the one hand, free economic zones act as an effective
tool for enhancing integration processes, creating favorable conditions for the functioning of foreign and do-
mestic capital, building up modern production potential, and on the other hand, various types of free economic
zones that promote typological imperatives (the market nature of the national economy, an open economy),
participate in the globalization process in accordance with their functionality, the chosen field of activity, a
multifunctional role in creating the prerequisites — algorithms for adapting the national economy both to in-
ternal trends of moderate liberalization, competitiveness), and to the external inclusion of the country through
a system of techno-poles in international economic relations (Zhakupova, 2015).

The creation of SEZ reflects the desire of individual territories and regions of countries for greater inde-
pendence. From this point of view, the development of SEZ reflected in the following of the regions to market
principles. Acting to a certain extent, regardless of the higher authorities, the regions are able to resolve the
problems they face faster and more efficiently. They solve a wide variety of issues: they plan the activities of
the zone, advice investors on various issues, and deal with a number of other problems.

Moreover, the work of free economic zones has its drawbacks. For example, the creation of SEZ reflects
the interest of many countries of the world in greater integration into the global economy, while it may conflict
with the principles of a number of international organizations, for example, the World Trade Organization
(WTO) provides privileges and preferences for certain territories, which diverges with the principle of creating
equal conditions for all market conditions.

There are conflicts between the countries of Eastern Europe — the new members of the European Union,
where in the SEZ there are incentives for foreign investors, and the requirements of the European Union to
cancel them. However, in many countries where SEZs are successfully operating and there is a lot of experi-
ence in using their potential, there have been ways to overcome the contradictions that arise from time to time
between the interests of SEZs and the requirements of international organizations. If the enterprises in the SEZ
are working efficiently and the mechanism, underlying the functioning of the zones is well developed, tax
revenues to the budget, even if tax benefits are applied, will be provided. If any problems arise, alternative
sources of tax revenue may be used. It should also be borne in mind that in a number of countries on the
territory of the SEZ there are a significant number of enterprises. Together they provide a fairly substantial
amount of tax revenue. If we talk about the requirements of the WTO, then we can recognize that the SEZ
create unequal opportunities for the regions of the countries in which they are located. This also means the
uneven involvement of the regions in world economic relations. However, on the other hand, the sides of the
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country are aware of the advantages of free economic zones and strive to use them. The conflictscan be re-
solved by the creation of small free economic zones in various regions — local zones. They operate, for ex-
ample, in Poland. The divergence of views between individual developing countries and supranational struc-
tures, their conflict is often caused by the fact that neoliberal views on the globalization process prevail in
international organizations, and in many cases, they are not consistent with the capabilities and needs of the
above countries. The rapid implementation of liberal reforms does not always benefit these countries; in most
cases, they are not ready for drastic changes. Distrust in the SEZ also caused by the fact that in a number of
developing countries a rather significant share is made up by the shadow sector of the economy. In international
structures, they are afraid that they will provoke even greater development. With the effective operation of the
SEZ mechanism, investments in the free zones create opportunities for the development of the legal sector.

In a number of countries, international SEZs are being created, somewhat reminiscent of offshore zones,
but whose activities are more associated with the production of goods and services. Multinational firms and
national companies from various countries could operate there.

Conclusions

The research results contribute to the formation of a number of conclusions and proposals on the effective
use of free economic zones to accelerate the integration of national economies in the world system, to increase
their competitiveness in the context of globalization.

1. Using SEZ, states will be able to defuse socio-economic tension in the country, while solving a whole
range of socio-economic problems, reduce poverty and unemployment, and increase employment.

2. The concepts (“special zones”, “free zones”, “economic zones”) reflect the effective elements of the
autonomous organization of world economic processes to attract investment, innovation, and new technolo-
gies.

3. Various models of SEZ are involved by “intermediaries” between participants in international integra-
tion processes and national economies.

4. The most productive models of free economic zones contribute and have a serious impact on increasing
the economic activity of individual countries, on the rehabilitation of depressed regions, idle large enterprises
and industrial complexes, on the removal from stagnation of certain sectors of the country's national economy,
on the attraction of advanced technologies and management.

5. Using productive models of free economic zones, it is possible to increase labor productivity, expand
the list of competitive products, increase export potential, ensure the development of production networks of
import-substituting goods and, in general, increase the growth of the country's economy.
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OJIeMIiK YIKOHOMHUKAHBIH HHTErpalnusChbl ;KOHE aﬁMaKTaHI{pry

AHnoamna

Maxcampl: MaKaa aBTOpJIAPbI aIaM3aTThIH KOl OOJIIriH KapiKbUIBIK, JKOHOMHKAIIBIK, QJICYMETTIK-CasCH JKOHE MJ-
neHn OaimaHpICTapABIH OipTyTAac KyHeciHe TapThITYy YACPICTEePiH aIlbIll KOPCeTyTe THIPBICKaH, COHBIMEH 0ipre KeHiCTiK-
Teri OYpBIHFBI TYPaKTBUIBIK KATBIHACTAPBIH PETTEYAIH THIMII XKOJIIAPHIH Tajam eTexdi. JlaMbIFan ennmep onapra KaXeTTi
Tayapiap MEH KbI3METTEpIiH OapiIbIK JKUBIHTHIFBIH YCHIHA OTBIPHII, dI€YMETTiK-DKOHOMHUKAJIBIK JKOHE FHUIBIMUA-TEXHH-
KaJIBIK IMPOTPECTIH OapIIBIK OaFBITTaphl OOMBIHINA ©3/TIriHEH allFa XKBIDKY alMaibl. bysr allMakThIK MHTETPaIUsIIBIK Oip-
JIECTIKTEPIiH, MaKpoalMaK, Me30aiiMaK XKoHe MUKpoaiiMaK JeHreHiHaeri YibIMaapapiy OipaecrtirineH kepineni. Kazak-
craH, 0acka enjep CHSAKTH, alMaKTaHIBIPY YAepiciHe KaThICaabl, COHBIMEH KaTap CHIPTKBI HAPBIKTapFa epKiH KOJI )KeTKi-
3yre myzeni. Makaiia aBTopiapbl XalbIKapalibiK KaybIMIACTHIKTaFbl aMaKTaHIBIPY KOHE HHTETPAIlHsI MOceeIepiHIeri
KasakcraHHBIH pesiiH aHBIKTaFaH.

O0ici: MaKaJIaHbI )a3yJa KOJJAaHBUIFaH HETI3T1 9MIiCTep: Talay, TaJIal TeKCepy, JKaIIbLIay.

Kopbimbinobl: epKiH SKOHOMUKAIBIK aliMaKTap TayapiapiblH, KBI3METTEP/IiH, KaUTAIIap IbIH XaTbIKapaiblK KO3-
FaJIBICBIHA KYPBUIBIMJIBIK 9CEp €Te OTHIPHII, jkahaHaHy yIepicTepiHe ®oHE SKOHOMUKAIBIK HHTETPALUSHBIH JaMybIHA
BIKIIAJ €TETIHAIT aHbIKTaIFaH.

TysrcoippimOama: MaKaJaHbI jka3y OapBICHIHIA aBTOPJIAp SKOHOMUKAHBI allMaKTaHIBIPY KOHE MHTETpaIsUIayIbIH
JKaFbIMIIBI /13, )KaFBIMCHI3 J1a )KaKTaphl 0ap JereH KOPBITHIHABIFA Kenmi. bip skarbrHaH, onap 0ip-0ipiMeH e3apa opeKeTTe-
CEeTiH VITTHIK SKOHOMHKAIAPBIH KaKbIHIACYbIHA BIKIAJ eTei. EXiHI )KaFbIHaH, 09CEKEIEeCTIKKE aJIbIN KeJIeTiH OipTy-
Tac 9NeMIiK HapBIKTHIH O6JIiHyiHE BIKIAI eTy.

Kinm ce30ep: atimaxTaHIbIpy, MHTETpAIHs, kahaHaaHy, oIeM/IiK 5KOHOMHKA, CTPATETHUSUIBIK JaMy, €pKiH 3KOHO-
MUKaJbIK aiiMakTap, KazakcTaH.
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Regionalization and integration of the global economy

I'.1Il. Kanuaknaposa, E.E. I'puaneBa, H.M. KaamanoBa
Pernonasm3anusi 1 MHTerpanusi MUPOBOW IKOHOMUKH

Annomauus

I]ens: aBTOPHI CTaTBH CTaBAT LIEJIBIO PACKPHITH IPOIIECCH BOBJICUEHHS OOJBIICH YacTH YEIOBEUECTBA B €AMHYIO
cructeMy (PMHAHCOBO-9KOHOMHYECKUX, OOIIECTBEHHO-TOJUTHICCKIX W KYJIBTYPHBIX CBSI3eH, MpU 3TOM Tpedys dddek-
TUBHBIX CHOCOOOB YTIOPSAOYCHUS OTHOIICHUH B PACHIMPSIONIEMCS W YTPAaUHMBAIOMIEM IPEXKHIOI CTaOMIBHOCTH IMPO-
cTpaHcTBe. Pa3BHUTEIE TOCYIapCTBa HE B COCTOSHUH CaMOCTOSATENBEHO MPOABHHYTHCS 110 BCEMY (DPOHTY COIMAIBHO-IKO-
HOMHYECKOTO M HayYHO-TEXHHYECKOTO Iporpecca, odecreduBas Mpyu 3TOM BeCh HA0Op HY)KHBIX U1 HUX TOBapoOB U
yciryr. Ha 3To ykas3pIBaeT poCT 4uclia peTHOHANBHBIX MHTETPAIIMOHHBIX O0BEIUHCHUH, OpraHu3aluii Ha MaKpOpEruo-
HAJILHOM, ME30PETHOHAIEHOM U MHKPOPETHOHANBHOM ypoBHAX. KazaxcraH, kak W APYTHE CTPaHBI, BTIHYT B IPOIECC
pETHOHAIHM3AINH, OH TAK)KE 3aUHTEPECOBAH B CBOOOJHOM JIOCTYIIC K BHEIIHUM PBIHKaM. ABTOpPAaMU CTAaThH OIpecicHa
poinb KazaxcTana B MEPOBOM COOOIIIECTBE B BONIPOCAX PErHOHATU3AIMH U HHTETPALIUH.

Memoovl: OCHOBHBIMH METO/IaMH, IPUMCHEHHBIMU TIPY HAIIMCAHWH CTAThH, CTAJIH: aHATU3, JeTaIu3anus, 00001e-
HUE.

Pesynsmamei: ycTaHOBIEHO, YTO CBOOOJHBIE 3KOHOMUYECKHE 30HBI, OKA3bIBasl CTPYKTYPHPYIOIIEE BIHSHUE Ha
MeXTyHapOJHOE JIBIKCHHE TOBApPOB, YCIYT, KalUTAJIOB, CIIOCOOCTBYIOT IpoIleccaM TiIo0ann3aniil U pa3BUTHS IKOHO-
MHYECKOW UHTETpaIiu.

Bvi1600vi: B X01e HalMCaHUS CTaThU aBTOPAaMU CHIEIaHBI BEIBOJBI, UTO PETHOHANN3ANNS U HHTETPALHS YKOHOMHUKH
UMEIOT KaK IOJIOKUTEIbHBIC, TaK M OTPHUIaTelIbHBIE CTOPOHBL. C OIHOI CTOPOHBI, OHH CIIOCOOCTBYIOT CONKEHHUIO
HAIIMOHAJIBHBIX YKOHOMHK, B3aUMOACHUCTBYIONINX APYT ¢ ApyroM. C Apyroif — COAEHCTBYIOT PacKOIy €AHHOTO MHPO-
BOTO PBIHKA, PUBOJIS K CONIEPHUYCCTBY M KOHKYPCHIIUH.

Knrwueswvie cnosa: peruoHaarn3anus, UHTerpanusi, rno6ann3au1/m, MHPOBas SKOHOMHUKA, CTPATEITMICCKOE pa3BUTUC,
CBO60,HHI)I€ OKOHOMHWYECKUE 30HBI, KasaxcraH.
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The investment climate of the regions of Kazakhstan: issues of state regulation
Abstract

Object: The subject of the study is the study of ways to optimize regulatory mechanisms and support from the state,
if the investment situation of the regions of Kazakhstan has determined as a purpose the study to show the most effective
ways associated with their increase, forming the object of study

Methods: statistical analysis, integral potential, methods of integrated risks

Findings: The investment climate in the country is the main factor determining the ability of the country to attract
foreign investment, as well as the development of small and medium enterprises. From this point of view, the problem of
increasing the investment opportunities of the regions and acquiring on their basis the opportunities for the development
of small and medium-sized enterprises is one of the most urgent. Therefore, in the article, a comparative analysis of the
investment priorities of the regions reflects the relevance of the full implementation of strategically important state pro-
grams.

Conclusions: The modern mechanisms of state support and regulation of investment attraction processes, indicating
the causes of imbalances in the regions of the Republic of Kazakhstan are reflected in this article. Given the diverse
industrial and industrial focus of the regions, the need for ongoing support for economic diversification has been taken
into account.

Keywords: regional development prospects, regional investment climate, investment attractiveness, investment ac-
tivity, attracting investments, government regulation of attracting investments, improving the investment climate, state
support.

Introduction

Attracting investment in the economy of Kazakhstan is an objectively necessary process. Obviously, this
process will contribute to the structural modernization of the economy, the creation of new high-tech indus-
tries, the revitalization of fixed assets, the technical re-equipment of many enterprises, the training of special-
ists, the introduction of advanced management achievements, marketing and know-how, and the saturation of
the domestic market with high-quality domestic goods and at the same time to increase exports to foreign
countries.

From this point of view, the relevance of the “investment climate” of the country to attract foreign invest-
ment and increase it from the point of view of state regulation is very high.

Literature Review

By the end of the 20th century, all conclusions regarding the concept of “investment” began to be ex-
plained by a general and generalized approach to various investments aimed at increasing income. It is known
that the historical evolution of the scientific nature of the investment climate manifested itself in the works of
several foreign and national authors. In particular, with the names of such authors like P. Masset, J. Keynes,
P. Heine, L.J. Gitman, M.D. Jonck, V.D. Nikifirova, national scientists M.T. Ospanov, T.I. Mukhambetov,
N. K. Nurlanova (Saiymova et al., 2018).

A number of modern foreign authors in their works proceeded from the fact that the optimal conditions
for the development of the country's economy directly depend on the investment climate (Orynbassarova,
2017, 224)

According to the national scientist N.K. Nurlanova ... the Kazakhstani regions are characterized not only
by the state of natural-climatic and raw materials, but also by the diversity of their economic potential, the
quality of human capital and the investment climate” (Kireeva et al., 2018).

Methods
Attracting foreign investment has a significant impact on the growth of the country's economy as a whole,
but not all of them have the same effect. The variety of investments depends on the variety of motives created
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to attract them. The only way to classify investor motivation was proposed by British economist John Dunning
(Tchouassi, 2014).

It is classified on:

— investments in natural resources: is determined by the access of investors to the use of natural resources;

— investments aimed at the market: is determined by the ability of investors to work in the domestic or
regional markets;

— investments aimed at improving efficiency: is determined by the orientation of investors to rich a profit
from factors of high competitiveness in the international market (for example, one of the types of production,
IT services, etc.).

The investment attractiveness of the economy of Kazakhstan is ensured by access to natural resources,
sustainable development, the geostrategic location of Kazakhstan and the availability of an appropriate legis-
lative framework (Fig. 1, 2).
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Figure 1. Place in Kazakhstan in the world rating of reserves
Note — Sources U.S. Energy Information Administration, Independent Statistics and Analysis, 2017
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Figure 2. Kazakhstan's place in the world production rankings
Note — Sources U.S. Energy Information Administration, Independent Statistics and Analysis, 2017

Investments aimed at improving efficiency are the most effective for diversification, however, this way
of attracting investment is relatively difficult.

Several approaches are known for assessing the investment attractiveness of regions. In particular, we
can call the method of “total (integral) potential” (consists of 9 elements, such as consumer; production; finan-
cial; infrastructure; labor; natural-resource; institutional; innovative; tourism potential) and “integral risks”
methods (consists of 6 elements, such as social; economic; financial; criminal; managerial; environmental
risks). Integral assessment indicators give a rating method of the investment climate. It is based on the follow-
ing formula (1):

K[ +K,-LL+.+K, -]

S
=11
UK=K111+K212:--+Kn'Ini=1nliWhere /K is — Integrated Investment Climate Assessment Indicators;

K1, K, ..., K, — selected indicators including financial, economic, political;
L, b, ..., [,— share of selected indicators.

IK (D

The value "K" contains an interval from 0 to 10. The higher is it, the more the region has a favorable
situation. Disadvantages: insufficiency of evaluated characteristics and inaccuracy in the assessment of com-
ponent indicators.
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Results

Improving these areas, which are recognized theoretically and practically important for attracting invest-
ment in the economy of Kazakhstan, is carried out as part of the “National Investment Strategy”. This strategy
is aimed at increasing and diversifying investments, forms the country's investment forecasts and contributes
to the achievement of the goals of modernization and development of the economy of Kazakhstan.

The following programs have been adopted and are being implemented in our country within the frame-
work of the state strategy to support investment: “Business Roadmap 2020, “Agribusiness 20207, “Exporter
20207, “Productivity 2020, state support for industrial and innovative development.

The main goal of the strategy is characterized by ensuring the growth and modernization of the economy
of Kazakhstan by increasing the flow of foreign direct investment (FDI) and diversifying its structure (Table 1).

Analysis of the investment activity of the country's economy is achieved on the basis of the following
tasks:

1. The definition of “growth points” of investment activity, which will depend on the future growth of
the economy.

2. Preparation of data for predicting the state of investment activity.

Determining the directions of investment policy and investment in specific projects and programs (Abe-
nov et al., 2019).

Table 1. Foreign direct investment breakdown, bln $.

Foreign direct investment Key ﬁgur(ett)sl,n}./;e;r of 2016 Targetzl(;lzdzlc(abt;)nr ’ségfear of Growth, %
Key figures of FDI 20.6 26 26
Focused on resources 12 13.8 15
Focused on a market 4.8 6.5 34
Focused on efficiency improvement 3.8 5.7 50
Note — Composed by the authors on the basis of the materials of the book (Putevoditel investora, 2017)

There is every reason to fulfill these tasks and no doubt evaluate the implementation of plans and forecasts
within the framework of the “National Investment Strategy”, including the potential opportunities in the coun-
try given above. Along with the resource attractiveness of the country, one of the factors that directly affect
another investment climate is the country's tax system. The most common benefits at this location can be
estimated based on the following comparative indicators (Table 2).

Table 2. Comparative indicators of basic taxes

Kazakhstan Russia China
Corporate income tax (CIT) 20 % 20 % 25 %
Value added tax (VAT) 12 % 18 % 17 %
Land tax 0.03-0.16 USA § per 1 m? 0,3 %, 1,5 % —
Real-estate tax 1,5% 2,2 % 1.2 % estimate value,
12 % leased property
Note — composed by the authors

Under the general investment activity is understood the system of economic relations of individuals or
legal entities associated with investments in fixed assets, construction and installation works and machinery,
equipment, tools, as well as in housing construction (Saparova, 2015).

Features of modern directions of development of the investment process in Kazakhstan, their social con-
tent can be characterized as follows:

1. Kazakhstan is one of the main states that accept foreign capital in the post-Soviet space.

2. Despite the outstripping inflow of investments, the inflow of foreign capital into Kazakhstan is still
insufficient.

Of course, foreign investment is currently contributing to the active growth of the economy in any coun-
try. They play a large role in the process of demonopolization of the economy of Kazakhstan, contribute to
free competition, development of production, the formation of market mechanisms for regulation and stimu-
lation and allowed to get out of deep inflation thanks to the measures taken.

1. One of the following cases, on which it is worth focusing attention is the fact that foreign residents
contribute has mainly developed on the process of direct investment in Kazakhstan. For example, the US share
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is above 36 %, the UK is 17 %. Italy — 12.8 %. Next are South Korea, China, Canada and other countries.
And the share of the nearest neighboring state is only 6 % of direct investment.

2. The main form of attracting direct investment in the republic was the joint ventures of the oil and gas
industry and companies separated from the existing enterprises. In this regard, it should be noted that the share
of oil and gas companies in taxes and other payments covers a significant part of the state budget. In addition,
revenues in the form of over-planned income tax, royalties, bonus and other types from these companies make
up the major part of the National Fund.

3. The main feature of the development trends of the investment process is its focus on the extraction of
raw materials.

4. The existing positive features of the investment process include the recent decline in foreign investment
and the growth of domestic internal investment.

5. The next emphasis is on increasing the role of the state in financing investment activities. As world
experience shows, role of the state in reducing, in whatever area from developed countries, its services for
regulating investments in the most important sectors of the economy should be especially systemic.

It is advisable to be familiarized with the sources of financing after considering indicators of investment
in fixed assets. So, investments in fixed assets are financed from budgetary funds, own funds, foreign invest-
ments, borrowed funds.

In terms of economic content, investments form a part of the social product aimed at creation and recon-
struction of fixed assets. In general, investments in fixed assets determine the material and technical develop-
ment of the national economic complex of the state and are aimed at increasing the production capacities of
industry, agriculture and other sectors of the economy, as well as to meet the social needs of the population.

If we talk about the investment potential in the regions of the Republic of Kazakhstan, then the investment
potential of the republic can be represented in a natural way, combining into five main regional groups:

— The Central-Eastern zone (Karaganda, East Kazakhstan, Pavlodar region) -concentrates more than 30 %
of the investment potential of Kazakhstan. Of great interest to investors are coal mining, electricity, ferrous
and non-ferrous metallurgy, heavy engineering;

— South- Eastern zone (Almaty and Almaty regions) — the share of the investment potential of the Re-
public is about 25 %. The food industry, light industry, pharmaceutical industry and mechanical engineering
are developed in this region;

— The northern zone (Nur-Sultan, Akmola, Kostanay and North Kazakhstan regions) — makes up 18 %
of the investment potential of Kazakhstan. In this region there is a transport-geographical position and a de-
veloped infrastructure of the economy. Bauxite and iron ore are produced here. Interest for investors is agri-
culture;

— The western zone (Aktyubinsk, Atyrau, Mangistau and West Kazakhstan oblasts) consist 16 % of the
republican potential. First of all, this is the zone of oil and gas resources and oil and gas production, which role
in the economy of Kazakhstan is constantly growing;

— The southern zone (Kyzylorda, Zhambyl and Turkestan regions) — 11 % of the total potential. It has
developed agriculture, oil refining, food and chemical industries, gold and barite are being mined (Table 3).

Depending on the production orientation of economic sectors, as indicated in table 3, the degree of “in-
vestment attractiveness” can be differentiated. Along with these opportunities and potential, the necessary
conditions for investing in the following areas have been optimized. In particular:

— In the framework of the “National Investment Strategy”, “incentive measures” have been adopted and
work in the country since 2014. In particular, incentives for priority investment projects (key priority criteria
are compliance with the list recognized by priority activities (approved by the Government of the Republic of
Kazakhstan) for newly established company (investment of at least $20 million) are as follows;

— The legislative stability. In particular, the stability of tax legislation in relation to types of taxes, except
VAT and excise taxes;

— Simplification of the visa regime. Methods of introducing a visa-free regime in some countries, at cer-
tain intervals, benefits for hiring labor, the removal of special permits (temporary) in respect of foreign man-
power etc.;

— Tax exemption (temporarily in the amount of 0 % on corporate income tax, land tax and property tax));

— Investment subsidies — cost recovery up to 30 %

— Protecting investor rights. Ombudsman Offices: in order to protect the legitimate interests and rights of
investors, the Ombudsman: 1) makes decisions on issues arising in the activities of investors, as well as in
relations with government bodies; 2) helps to find out-of-court and pre-trial decisions on investors' issues.
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Table 3. Main economic sectors by cityes and regions

Areas Major industries

Nur-Sultan Field of activity; Construction and production of building materials; food industry; public
services; financial sphere; social sphere

Almaty Field of activity; construction; trade; operations with real estate; transport and communica-
tion; industry

Akmola region Agricultural products; chemical and pharmaceuticals; production of building materials; en-
gineering; mining of ores containing uranium and gold; non-ferrous metallurgy

Aktobe region Ferrous metallurgy; engineering; oil producing; chemical and light industry; mining indus-
try

Almaty region Agricultural production; sphere of trade; food production, tourism

Atyrau region Oil and gas; mining industry; transport and storage industry

East-Kazakhstan region | Non-ferrous metallurgy; metalworking; engineering; agricultural products

Karaganda region Mining industry: mining of non-ferrous and ferrous metals, noble and rare metals, coal ba-
sin; chemical production; food industry; pharmacy

Kostanay region Agriculture; mining and processing of iron ore; asbestos production

Kyzylorda region Oil and gas production; mining; agriculture

Mangistau region Oil and gas production; manufacture: chemical production, engineering

North Kazakhstan region | Agriculture; food industry; engineering; forestry and fisheries; manufacturing industry

Pavlodar region Aluminum industry; coal mining; ferroalloys; electric power industry

Turkestan region Agriculture; processing industry; uranium mining

West-Kazakhstan region | Gas production; industry; construction; transport and communication; agriculture

Zhambyl region Agriculture; food and chemical industry; mining; manufacture

Note — Systemized and composed by the authors

The favorable climate characterizing these incentive measures is carried out on the basis of special eco-
nomic zones created within the territory of Kazakhstan.

Kazakhstan in its investment policy is focused on creating favorable conditions for investors. An investor
can invest in a profitable industry located in regions with a high risk of investing, or invest in inefficient
projects in “quiet” areas for an investor. To find “investment optimization” will help the distribution of the
regions of Kazakhstan in the groups presented in table 4.

The objectives will be achieved on the basis of strengthening the integration of the business sector of the
economy and the state, accelerating the introduction of modern investment and financial mechanisms, attract-
ing non-state and foreign capital in the field of science and technology (Golub, 2017, 139).

In general, the investment climate of the regions consists of two main elements — indicators of invest-
ment attractiveness and investment activity.

The investment activity of the regions is largely characterized by the volume of investments in fixed
assets, and the investment attractiveness directly depends on the level of “favorable” conditions created for
investors in this region and their assessment by investors.

As can be seen from table 4, all regions of Kazakhstan are divided into three main groups. Each of these
groups is distinguished by the characteristics of the investment climate. Optimal for the conditions of Kazakh-
stan is the Group, which includes Pavlodar, Atyrau and Almaty regions. They are characterized by the presence
of a sufficiently high potential and medium risk (Sabirova, 2017).

Table 4. The division of the regions of the Republic of Kazakhstan by groups depending on the level of investment
attractiveness

Characteristics of the investment climate Regions

1 group |High potential and high risk Karaganda and East Kazakhstan region

2 group |Limited investment potential combined with possi- | Nur-Sultan, Aktobe, Zhambyl, West-Kazakhstan, Ky-
ble minimal risk zylorda, Mangistau, North-Kazakhstan and Turkestan

regions

3 group |High investment potential combined with medium | Pavlodar, Atyrau and Alamty regions

risk
Note — composed by the authors

The volume indicators of investments in fixed assets by regions of Kazakhstan in 2018 can be seen in
figure 3 below.
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Figure 3. Volume of investments in fixed assets by regions of the Republic of Kazakhstan, year of 2018
Note — Compiled on the basis of the statistics committee of the MNE of the Republic of Kazakhstan

Based on the rating of the investment climate, the regions of Kazakhstan can be placed according to the
ordinal method, as shown in table 5.

Table 5. Placement of Kazakhstan's regions by investment climate rating

Index number | Region
High potential — minimal level of risks
1 | Nur-Sultan city.
High potential — low level of risks
2 Almaty city.
3 Atyrau region
4 East-Kazakhstan
High potential — high level of risks
5 Karaganda region
Medium potential — minimal level of risks
6 Aktobe region
7 Alamty region
Medium potential — low level of risks
8 Turkestan region
9 Pavlodar region
10 Kostanay region
Medium potential — high level of risks
11 East-Kazakhstan
12 Mangistau region
Low potential — minimal level of risks
Low potential — low level of risks
13 | Kyzylorda region
Low potential — high level of risks
14 Akmola region
15 Zhambyl region
16 North-Kazakhstan
Note — estimated and changed by the authors

In Kazakhstan, despite signs of growth, not only inequality in the development of the region remains, but
also in further deepening, and there is no distribution of investment resources and concentration of effective
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regulators. As a result, most regions of Kazakhstan need to attract large-scale investments and an effective
mechanism for managing investment processes, taking into account local business requirements and the exist-
ing potential in the region (Niyazbekova, 2016).

An imbalance in the development of the region is not a unique phenomenon that is unique only to Ka-
zakhstan. Solving this issue requires an integrated approach combining industry-specific approaches, including
strategic long-term development plans, developed considering the regions and their competitive advantages,
measures related to supporting entrepreneurship in order to ensure employment and increase the welfare of the
population.

Discussions

The government of Kazakhstan is working on eliminating the imbalance in the development of the region.
For this purpose, an action plan has been developed aimed at the effective disclosure of the economic potential
of the regions, as well as improving social and physical infrastructure. The main activities under this plan
include actions by the government and local authorities aimed at identifying economic growth centers around
the region. In order to provide citizens with state services of a uniform quality level, regardless of their place
of residence, intergovernmental relations are being improved. In connection with the increase in the investment
climate in the regions of the country, it is possible to propose a common network of ongoing events and activ-
ities recognized as necessary for holding, with a breakdown, grouping:

1. Search and sponsorship measures for foreign investors in the regions: priority investor countries; es-
tablishing relationships with investors directly or through partners in priority investor countries; information
and consulting support; organization of meetings at the local level; support (support) of investors in the regions.

2. Promotion of the investment image: National Investment Interactive Resource www.invest.gov.kz; da-
tabase of foreign investors and investment projects www.baseinvest.kz; road show; brochures on investment
opportunities in Kazakhstan; video clips; billboards; press conferences.

3. Post-investment: a center for foreign investors; ombudsman

In order for our investment climate to be more favorable, and Kazakhstan to become a leader in the
volume and quality of attracted foreign investment, political will and special actions are necessary.

In the field of attracting foreign direct investment (FDI) in the international market, it is necessary to
improve the quality indicators in the country in order to be successful competitive and increase the share of
value added. The following could be included to this indicators:

— development level of transport infrastructure and logistics;

— transparency and predictability of the regulatory environment;

— the availability of research and development work (R&D);

— development of human resources in accordance with the needs of the economy and innovation.

Kazakhstan shows high rates of attracting FDI, especially in the extractive industries. In implementing
large-scale plans to diversify the economy and develop priority sectors, the country needs foreign investors
with specialized knowledge and high technology, such as strategic partners — Japan, China. In order to attract
and retain such investors, it is necessary to develop a regulatory environment and law enforcement practice,
infrastructure, develop human resources, actively cover investment opportunities in various sectors and further
improve investment incentive measures. To increase its competitiveness and investment attractiveness, the
country needs to find its place in the international economy and work out the principles of an integrated ap-
proach to attracting investors and continue to remove barriers to FDI. FDI policies should be based both on
attracting new investors and on stimulating investors operating in the country.

In Kazakhstan, within the framework of economic diversification, priority sectors have been identified.
The list of priority sectors can be placed as follows: metallurgy (ferrous and non-ferrous) — chemical industry
(agrochemistry-production of chemicals for industry) — petrochemical industry (oil refining-petrochemi-
cals) — mechanical engineering (automobile production — electrical equipment — agricultural machinery
production — w / w d technicians — mining equipment — oil extraction and processing equipment) — pro-
duction of building materials — food industry.

The work related to the development of industries can be intensified by attracting and stimulating strategic
foreign investors. They can play an important role in supporting accelerated economic development through
the transfer of new technologies and knowledge, as well as in the creation of a value chain involving local
enterprises.
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By stimulating investments in the unproductive sector of the economy, Kazakhstan seeks to further de-
velop a diversified economy and seeks to increase the pace of economic development and employment growth
in the country (Beisengaliev, Turekulova, 2015, 24).

All agroindustrial economy — all sectors in agriculture from primary production processes to finished
products and bringing them to the consumer need reconstruction and modernization.

Conclusions

In the direction of attracting investment in the economy of Kazakhstan, including on the basis of eco-
nomic development and the capabilities of the regions, the government provides for activities in three main
areas. Such as:

— Optimization of the investment climate. Implementation of fundamental reforms in order to increase
the investment competitiveness of Kazakhstan and its regions;

— Promotion of investments (provision of state support for the correct implementation, starting with ad-
vertising, etc.) and positioning in international markets;

— Privatization and public-private partnerships (measures to attract strategic investments).

The most frequently encountered difficulties of investors should be carried out in the following areas of
state regulation: tax and customs legislation; visa, migration, labor legislation; legislation in the field of con-
struction and licensing; legislation governing land relations.

At the same time, we believe that the government’s regulatory measures to increase the investment cli-
mate in the regions of our country will concern the following measures:

1. It is important to take measures to create a favorable investment climate in order to attract investment
in the non-resource sectors of the economy, namely: the introduction of OECD standards; expanding the range
of services for the "single window"; providing guarantees from legislation for investors; diversifying sources
of investment.

2. Development of the legislative and institutional framework for public-private partnerships: revision of
some of the “weaknesses” of the adopted law “On PPPs”: to ensure long-term urgency and stability of relations
with investors, to expand the financial mechanisms of PPPs and transparency of private sector interaction with
the state; “Single window” on PPP; further identification of PPP development projects and priority sectors.

3. Conducting the second stage of privatization.

This network of government regulation measures recognized in our country should contribute to the so-
lution of the following issues:

¢ informing about the benefits and priorities;

¢ reduction of dependence in the oil and gas sector;

e the development of social infrastructure and the health system (which, in turn, eliminates the uneven-
ness of the regions);

e improving the transparency of the regulatory environment (to improve the business climate);

e measures to encourage innovation;

e the development of new technologies, training (in order to increase innovation).

Thus, investments are considered as a universal tool for solving all issues related to overcoming the in-
vestment crisis, and should play the role of a sufficiently strong catalyst in the investment process. Kazakhstan
should become a new investment hub in non-resorce sectors.
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K.K. Xacenona, H.K. Illamumena, b.K. Ucaesa, I11.Y. Hus36exoBa

Ka3aKCTaH aﬁMaKTapblelH HHBECTUIIUAJBIK axyaJibl: MeMJIEKeTTIK peTTeyY Moce.ne.nepi

Anoamna

Maxcamor: KazakctaH aliMakTapblHBIH WHBECTHLMSUIBIK axyaibl 3epTTeyliH OObeKkTici 0okl TaObLIajbl, ai
oJIap/ibl apTTHIpYFa OaMJIaHBICTHI AHAFYPIIBIM THIMJI JKOJIIAP/Ibl KOPCETY 3epTTey MaKCaThIH aHBIKTAHIbl. 3epTTey MoHi
MEMIIEKET TapallblHaH PeTTey MEH KOJ/Iay MeXaHU3MAEPiH OHTaHIaHABIPYAbIH KOJIIAPEIH 3epaeiey.

O0ici: CTATUCTUKAJIBIK TAJIAY, )KUBIHTHIK (MHTETPAJIbI) QJIeyeT, HHTETPANABI TOYEKel 9IicTepi.

Kopsimpinovl: enperi MHBECTHIUSUIIBIK axyai IMICTeNIIK WHBECTHIMSIAPABI TapTyIbIH, COHBIMEH KaTap, IIaFbIH
JKOHE OpTa KOCIIKEPIIKTI TaMBITYIBIH QJIEyeTiH aHBIKTAUTHIH HeTi3Ti (hakTtop G6ombim Tabbutansl. OCkl TYpFBIIAaH aiiMaK-
Tap.IbIH WHBECTUIMSUIBIK MYMKIHIIKTEPiH apTTHIPy Maceesepi )KoHe CONapablH HeTi3iHIe MIaFsiH )KOHE OpTa KacilmKep-
JKTI JaMBITy MYMKIHIIKTEpiHE Me 00Ty ©3€KTUIIr ®KoFapsl MacenenepAin O0ipi. COHOBIKTaH /1a MaKajiaia aiiMaKTapIbIH
MHBECTHLMSUIBIK OACHIMJIBIKTAPbIH CaIBICTHIPMAIIBI TaJIayJiap MEMJIEKETTIK KaOblIIaHFaH CTPAaTETUsUIBIK MaHbI3/Ibl Oar-
JlapriamajapIblH TOJIBIKKaHIbI )KY3€Te achIpblTY ©3€KTLNIrH allubIKTai 161, CoHbIMEH KaTap Makanana KP afimakrapsiaia
WHBECTHLMSHBI TApTy IIapaJlapblH OJIaH 3pi apTTHIPYAbIH OaFbITTapbIH aHBIKTaH OTHIPHII, OJIAP.IbIH €1 SKOHOMHKACHIHBIH
0acTbl cTpaTerusuIapblHa colikec XKyprisityine 6ara 6epy Macesesnepi KapacThIpbLIFaH.

Tyorcvipimoama.: KP aliMakTapbIHAAFbl TEHI€PIMCI3IKTIH OPBIH aly ceOenTepiH KopceTe OThIPBII, HHBECTUIHSHBI
TapTy NpOLECTepiH MEMIIEKETTIK TYPFBIZIAH KOJJIay MEH PETTEYAIH 3aMaHayH TeTIKTepi KopceTiireH. ANMaKTapIbIH ap-
TYPJIi OHEPKACINTIK OAFBITTHUIBIFBIH €CKEPE OTBHIPBIIT, SKOHOMHUKAHBI 9pTapanTaHIbIPyabl YHEMI KOJJAay KaKeTTiJIiri Ha-
3apra anblHFaH. MakamaHbIH 0acTsl TYHiHI, 3epTTey OaphICBIHIAa MEMJICKETTIK KOJIay MEH PeTTey IiH TeTIKTepi apKbLIbI
alfMaKTapaarel JaMy MEH WHBECTUIMUIBIK TapTHIMIBUIBIKTEIH TEHIePIMCI3IITiH MEHITIHIIIE KaKbIHAACTHIPY OaFBITTaphI-
HBIH YCBIHBUTYEI OOJIBITT TAOBLIA B

Kinm ce30ep: alimakrap/ipIH 1aMy dJeyeTTepi, alMaKThIK HHBECTUIMSIIBIK aXyall, HHBECTUIHSIIBIK TAPTHIM/IBUIBIK,
MHBECTUIUSIIBIK OCJICCHIITIK, HHBECTHIIUSIIAP TAPTY, MHBECTUIMSIIAP B TAPTY Il MEMJICKETTIK PETTCY, HHBECTHIIUSIIBIK
axyayJIpl XKETUIIIPY, MEMIICKETTIK KOJIIay.
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K.K. XacenoBa, H.K. lllamumena, b.K. Ucaesa, 111.Y. Hus30exoBa
HNuBecTuniuoHHbIii kIuMat peruoHoB Kazaxcrana: Bonpochbl rocyapcTBeHHOI0 peryJiMpoBaHuUsi

Annomauus

L]ens: OOBEKTOM WCCICIOBAHMS SBISCTCS WHBECTHIIMOHHBIM KIMMaT perrmoHoB KaszaxcraHa, a IeMOHCTpAITHs
Hamnbosnee 3 (HEeKTUBHBIX CIIOCOOOB UX YBEIMUCHHUS OMPECIACT [eNb uccieqoBanus. [IpeqMeTom nccie1oBaHus BEICTY-
MaeT U3ydeHne Coco00B ONTUMHU3AINH MEXaHU3MOB IOCYJapPCTBEHHOTO PETYINPOBAHUS U TIOAICPIKKH.

Memoobl: CTaTUCTHYECKHUNA aHATN3, COBOKYITHBIHN (MHTETPATbHBIN) IIOTCHIIAAI, METOIBI HHTETPATBHBIX PHUCKOB.

Pesynsmamei: MHBECTUIIMOHHBIN KIUMAT B CTpaHE SBISETCA KIIOUYEBBIM (DAKTOPOM B OTIPE/IEICHUH MOTEHIHAa
CTpaHbI JUIs PUBJICYCHUS] MHOCTPAHHBIX HHBECTHIINH, a TAK)KE PA3BUTHSI MaJIOT0O U CpeHEero OuszHeca. B 9ToM koHTEKcTe
OJIHOW U3 aKTyalIbHBIX MPOOJIEM SIBJISICTCSI TIOBBIIICHUE HHBECTUIIMOHHOTO MOTEHIIMAa PETMOHOB U, HA UX OCHOBE, BO3-
MOKHOCTh Pa3BUTHS MaJIOTO M CPEIHEro Ou3Heca. VIMEHHO MO3TOMY CPaBHUTEIIBHBIN aHAIN3 HHBECTUIIMOHHBIX PHOPH-
TETOB B PErMOHAX JIEMOHCTPUPYET aKTyaIbHOCTh IMOJIHOM pean3alii MPUHATHIX CTPATErHueCKU BaXKHbBIX TOCYJapCTBEH-
HBIX MporpaMM. B cTarbe Takke paccMaTpUBAIOTCS BOMPOCHI OLIGHKHU UX PEau3alid B COOTBETCTBUU C KIIFOUEBBIMHU
CTpaTerusiMi HaIlMOHAJIHLHOW YKOHOMUKH, BBIACIISIOTCS HANpPaBICHUs Ui AajbHEHIIero MOBBIIIEHNUS NHBECTUIIMOHHOM
MIPUBJICKATEILHOCTH B pernoHax PecnyOmuku Kazaxcram.

Bw1600v1: TipecTaBIeHBI COBPEMEHHBIE MEXaHU3MBI TOCYIAPCTBEHHOHN MOMICPKKH U PEryIHPOBAHUS MPOIIECCOB
MIPUBJICUCHIS MHBECTUIINH, TTOKAa3aHBI MPHUYNHBI JricOanaHcoB B pernonax PecmyOnmku Kazaxcran. [Ipuanmas Bo BHH-
MaHHe Pa3IHIHBIC TPOMBIIIIICHHBIC PAilOHBI PETHOHOB, YIUTHIBACTCS HEOOXOIUMOCTH OCTOSHHO TTOAICPKIBATE TUBEP-
CH(UKAIIIO SKOHOMHUKHU. B IIeHTpe BHUMaHUS CTaThH — MPEAIIOKHUTH CIIOCOOBI MaKCHMAIBGHO MPUOIM3UTE Pa3BUTHE U
nrcOailaHC MHBECTHIIMOHHON MPUBJICKATEIHHOCTH B PETHOHAX Yepe3 MEXaHU3MBI TOCYAaPCTBEHHOHN TOAICPKKH H PETy-
JIUPOBAHUS B XOJI€ UCCIEAOBAHUS.

Knwuesvie cnosa: IMOTCHI A Pa3BUTHUA PETUOHOB, peFI/IOHaHLHHﬁ I/IHBCCTI/IHI/IOHHHﬁ KJIMMAaT, HHBCCTHIIMOHHAaA
MPUBJICKATCIIbHOCTh, MHBCCTUIIMOHHASL aKTUBHOCTD, ITPUBJICUCHUC HHBeCTHHHﬁ, ToCyaAapCTBEHHOC PEryjiMpoBaHUC IIpU-
BJICUCHMUA HHBeCTHHHﬁ, YJAydlI€HUE MHBECTUIIMOHHOTI'O KJIMMaTa, roCy1apCTBCHHAs MOAACPKKa.
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Social infrastructure management in villages of the Republic of Kazakhstan

Abstract

Object: research of social infrastructure of villages of the Republic of Kazakhstan.

Methods: content analysis, systematization of data, comparative and logical analysis, generalization, statistical anal-
ysis, an empirical study using a survey method, economic and statistical groupings, comparative methods, methods of
expert assessments, analogies, mathematical statistics, economic and mathematical, etc.

Finding: this article discusses the social infrastructure of the village as a form of management. The concept of
managing the social sphere of the village is studied theoretically and the results are summarized. The article defines the
features of managing the social infrastructure of rural regions. Comments of scientists from different countries of the
world on the social sphere of the village are given. New principles of social policy of Kazakhstan are considered, which
include the following: the state undertakes to guarantee citizens a minimum social standard; social policy is to solve
problems of social imbalances in the development of regions. A summary of the system of regional standards for settle-
ments of the Republic of Kazakhstan is given.

Conclusion: the article identifies the main problems that hinder the sustainable development of the social infrastruc-
ture of the village, and suggests ways to improve it.

Keywords: rural population, social environment, local governance, quality of life, social infrastructure, social
sphere, rural areas.

Introduction

In modern conditions, the rural social environment is characterized by a low level of equipment with
material and technical means, a low amount of services provided, and a lack of funding. The demand for social
services and goods in rural areas has remained high and often unsatisfactory over the past decades, while the
supply is very narrow and insufficient. As a result, the rural population completely excludes freedom of choice
of household premises, high-quality education and high-quality medical care, affordable level of goods and
services, which in turn negatively affects the quality of life. In the conditions of modern rural territorial space,
life activity has lost stability, stability, and creativity, and rural residents have become the lowest paid category
of workers. All of the above increases the relevance of attention to the management of the social environment
in rural areas.

The role of social infrastructure is not only to provide decent living conditions for citizens, but also tocre-
ate a competitive economic image of the region in the national scale. Social infrastructure affects econom-
icsystem’s efficiency, since social infrastructure branches become points of human capital development
(Nakipova et al., 2017, 76).

The rural social infrastructure (hereinafter referred to as the RSI) is an integral part of the State infra-
structure. “Present infrastructure operation is characterised by: governance based on unmanaged growing de-
mand, which is both inefficient and ultimately unsustainable; lack of integration of the end-users, in terms of
the variety of their wants, needs and behaviours; separate and parallel delivery of different infrastructure
streams prohibiting joint solutions” (Roelich, Knoeri et al., 2015, 40).
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The need to develop the basic amenities for rural areas should be considered as a part of an overall de-
velopment which needs to include the economic growth, the increase in the health services, access to education
and the community development itself. The provisions of sufficient and good quality of infrastructure can
maintain the balance in the quality of life between rural and urban areas (Bulus & Adefila, 2014).

Research materials and methods. The article was prepared on the basis of systematization and analysis of
data from scientific monographs, publications in journals and program documents. Logical judgment, compar-
ison and alignment, embroidery and graphic representation of the material, abstracts, and other methods were
used.

Literature Review

Problems of population living quality and standard have always occupied a prominent place in the works
of both domestic and foreign researchers. One of the most significant internal factors of the life quality in the
rural population is the social infrastructure. The creation of the social infrastructure formation and functioning
theory is associated with the names of such scientists as V. Atkociuniene, G. Vaznoniené, R. Pakeltiené,
L. Kiausiene, E. Frolova, A. Yessengeldina, W. Berry and others.

Issues of social infrastructure development in the agricultural sector are presented in the works of
G.N. Nakipova, B.K. Spanova, W.F. Stukach, E.V. Tishin and others.

One of the most common views on the interpretation of the social environment is economic, or rather
economic-industrial, which implies a synonym for the concept of “social infrastructure”. E.V. Tishin gives a
structural and functional definition of “social sphere” concept and considers it in two cases: through a complex
of social infrastructure and its branches, and through a social space that includes many social connections, a
system of public relations (Tishin, 2017).

Scientific category “infrastructure” definitions of scientists from different countries of the world regard-
ing the social sphere in rural areas are shown in Table 1.

Table 1. The evolution of rural social infrastructure term

Atkociuniene,
Vaznoniené, Pa-
keltiené, 2015

“rural social infrastructure as it is a territorial and spatial system of interrelated types of economic and
social activity and relations creating conditions for functioning of ecosystems, creation of physical
and social capitals used by the individuals and communities to satisfy individual and social needs”

Vaznoniené,
Kiausiene, 2018

“rural social infrastructure as social economic system it forms the living environment features, pro-
motes or reduces the attractiveness of a living space; social infrastructure services enhance or decrease
local community wellbeing depending on its development level, supply and accessibility of services”

Frolova et al.,
2016

“social infrastructure is one of the dominant factors, ensuring the satisfaction of basic human needs,
as well as the development of the state and its territory. Transportation facilities, housing services, the
systems of social protection, health and education are the key positions in the practice of state and
municipal administration, which is determined by a number of factors”

Yessengeldina, |“social infrastructure is characterized by features of settlement, production and labor, the economic
Sitenko, Seitali- | mechanism, its formation and operation, and other properties as a social and territorial subsystem of
nova, 2014 society”

Berry, 2011 “processes, programs, events, services, networks, and actions that support individuals and families to

meet their social and personal needs in a particular place through personal growth, social interaction,
support for social services, and development (rural-ed.) communities”

Stukach, 2017

“a complex of interrelated and complementary material elements that are as accessible as possible and
are spatially and temporally close to the spheres of human activity, aimed at meeting a wide range of
needs of the entire rural population and creating conditions for the development of human capital”

Omarov, 2015

“a set of social objects located on the territory of a rural settlement that implement social and economic
objectives, the solution of which is aimed at ensuring the life of the population ...”

Note — the table is made by the authors on the basis of data of a source (Atkociuniene, et al., 2015, Vaznoniené, Kiausiene, 2018,
Frolova et al., 2016, Yessengeldina et al., 2014, Berry, 2011, Stukach, 2017, Omarov, 2015)

Thus, the above definitions, and an extended analysis of studies of the social sphere of the village —
further (SSV) allow us to conclude that today there will be no unambiguous definition of this economic cate-
gory, and there is no consensus on its structure.

Sustainable development of rural areas is characterized by a variety of problems. First of all, it is neces-
sary to satisfy the needs of the present and future generations. In turn, sustainable development involves the
provision of rural areas: food, agricultural raw materials, employment, preservation of the culture of rural
production and life, the implementation of social development, the preservation of historically developed land-
scapes and environmental safety, etc. (Allahverdiyeva L.M. et al. 2019, 14)
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Methods

In this article is used the well-known research methods: content analysis of existing modern sources for
SSV development, systematization of data, comparative and logical analysis, generalization, statistical analysis
of the dynamics of social indicators, an empirical study using a survey method.

Private methods of economic cognition were also used: questionnaires and the method of focus groups,
economic and statistical groupings, comparative methods, methods of expert assessments, analogies, mathe-
matical statistics, economic and mathematical, etc.

Results

In the message of the President “Strategy “Kazakhstan—2050": Anew Political Course of An Established
State” (December 2012), it was noted that: “in our society, there is a growing demand for an updated and more
effective social policy that can cope with the challenges of the time”.

The new principles of social policy in Kazakhstan, among others, include the following. First, the state
undertakes to guarantee citizens a minimum social standard. The main task is to prevent the growth of poverty.
Poverty is defined as lack of sufficient income or meet their basic needs for food, clothing, housing, health and
education, but also needs a healthy and long life, a sufficient level of education, opportunities to participate in
public life, to have sufficient income to meet other socio-cultural needs. Poverty should not become a social
prospect for any citizen of Kazakhstan.

Secondly, an important principle of social policy is to solve the problems of social imbalances in the
regions development.

N.A. Nazarbayev noted that, first, it is necessary to strengthen the coordination of state agencies in the
field of regional development. The task is to synchronize the implementation of all state and industry programs
with the solution of priority tasks of regional development. In 2013 the President of Kazakhstan approved the
Concept on transition Kazakhstan to “green economy”, one of whose tasks also supports the reduction of
“regional imbalances” as “Kazakhstan's economic development is concentrated around cities and major ex-
tractive industries”.

The government of Kazakhstan has developed and approved the program “Regions Development”, which
solves current socio-economic problems of the regions. The implementation of the program to be carried out
in 2 stages: — st stage — 2015 and 2017; — 2nd stage — 20172020 years.

At the first stage, systemic problems and factors limiting the socio-economic development of the regions
was identified, a mechanism of action was developed by the regional akimats to eliminate them, and financial
support was provided.

At the initial stage of the Program implementation, a method for determining the potential of rural locality
(hereinafter — RL) was developed. The draft action plans and lists of investment projects have been approved
by the Central government agencies and national companies of Samruk-Kazyna and KazAgro. A distinctive
feature of this event is that decisions on the selection of certain projects are made by the meeting of the local
community, based on the priority and relevance of solving problems. Of course, one of the key tasks of local
Executive bodies that affect the business and investment climate in the region is the development and mainte-
nance of infrastructure. In the future, in order to dynamically develop the regions of Kazakhstan, the main
focus of the Program was supposed to be on the development of small cities, as well as on solving priority
tasks in the centers of economic growth (regional centers, cities of regional significance, support RL).

As of January 1%, 2019, there are 6454 RL in the Republic with a total number of 7697.0 thousand people.
The data in figure 9 clearly shows the picture of the annual decrease in the number of villages in Kazakhstan
since 2014. Over the past five years, the number of RL in the country has decreased by 5.5 % (374 units).

6724

682
6693 6668
6454

2014 2015 2016 2017 2018

6900
6800
6700
6600
6500
6400
6300
6200

Figure 1. Number of RL in the Republic of Kazakhstan in 2014-2018

Note — compiled by the author from the source (Ofitsialnyi sait Ministerstva natsionalnoi ekonomiki [Official website of the Ministry
of National Economy]. economy.gov.kz. Retrieved from http://economy.gov.kz)
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The reduction of the RL and, consequently, the rural population is associated with both increased produc-
tivity in agriculture and unequal living conditions in urban and rural areas.

Thus, according to the results of 2018: the salary of workers in rural areas was 72.5 % of the urban
(117.7 thousand and 162.3 thousand tenge, respectively); the poverty level (the share of people with incomes
below the subsistence minimum) in rural areas-6.7 %, in the city-2.5 %; the number of doctors (per 10 thou-
sand population) in rural areas — 14.3, in the city — 43.7; the provision of centralized water supply in rural
areas — 84.4 %, in the city — 94.5 %; wastewater treatment in rural areas — 8.6 %, in the city — 68.7 %. It
should also be noted that according to the international PISA rating in 2015, the quality of education among
15-year-olds in rural schools lags behind their urban peers from 0.5 to 4 years (depending on the region, lan-
guage of instruction and subject). According to the results of monitoring for 2017, out of the total number of
RL, 1309 corresponds to a high, 4775 — to an average, and 477 — to a low development potential. 3509 RL
are small (500 people or less) and only 8.9 % of rural residents live in them. At the same time, there are 278
villages with a population of 5 thousand people or more in each.

In accordance with current state regulations, RL are generally provided with education and health facili-
ties. Thus, according to the results of 20162018, 73 % of villages have educational facilities (in 2015 — 74 %,
in 201474 %) and 80 % of villages are provided with health facilities (in 2015 — 81 %, in 2014-81 %).

The district centers are 122 RL. 311 RL were identified as reference RL, but since the implementation of
the “Auyl — El besigi” Project, their number is being specified. Currently (2018, 2019), the social infrastruc-
ture of the ST does not remain without the attention Of Kazakhstan government and regional leaders, although
a special Program in this direction has not been adopted.

In 2018 in the framework of the program “Rouhani Year” the Ministry of agriculture initiated the project
“Auyl Ate Besigi” (“Village cradle of the nation™).

The main goal of the Project is to improve the life quality in rural areas, modernize the social environment
in rural areas, and bring them up to the parameters of the system of regional standards. The Project aims to
develop the social and engineering infrastructure in rural areas, ensure that rural residents have access to social
benefits and public services, and generally create a more comfortable living environment.

In 2019, the following algorithm of actions was developed and implemented for the effective implemen-
tation of the Project.

First. Based on the analysis of development potentials and the current economic situation, the selection
of reference rural localities where projects are planned to be implemented was carried out. At the same time,
a roadmap for achieving the goals was developed for each project and locality.

Second. In 2019, together with international experts, the methodology and models for calculating indica-
tors for prioritizing the SNP as a reference have been improved.

A reference rural locality (hereinafter — RRL) is a well-developed RL that creates an infrastructure to
provide public and social services to the population living in it and to the residents of the surrounding rural
localities that make up the rural cluster.

Key changes in the new methodology for determining the prospects of the RL are considered within rural
clusters, rather than separately for a promising (reference) village. This allows us to form a more complete
picture of the coverage of the population, especially public infrastructure.

Population estimates are based on the dynamics of the past 10 years, and not exclusively in a static state
at the reporting date. According to the results of the static analysis, “population” is considered as the most
significant parameter for assessing the priority of the RL, instead of the previously used indicators of agricul-
ture.

Taking into account the geographical position of the RL using geospatial analysis in determining the
priority, including proximity to tourist sites, the state border. When implementing the Project, a comprehensive
approach was applied to the development of reference villages with the provision of a "Budget Filter" (priority
financing of reference villages included in the Project). 90.0 billion tenge was allocated from the national
budget for 2019-2021 for the Project, including 30.0 billion tenge in 2019. The distribution of funds from the
Republican budget by region was carried out based on the number of rural population living in rural localities
with high development potential. As a result of the project, more than 7 thousand km of inner-village streets
will be built and repaired in seven years, all villagers will be provided with high-quality drinking water, and
social facilities will be modernized.
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Discussions

Currently, 3,477 villages with potential for development have been selected, of which 1,150 are reference
and 2,327 are satellite villages, including 200 border villages. These villages are home to 6.6 million people,
or 85 % of the rural population, whose development will be a priority. By region, the most villages will be
covered by the project in the Turkestan region — 38 villages, in Almaty-33, East Kazakhstan region-26, least
of all-in the Mangistau region-five villages.

According to the project, together with the regional akimats, in 2019, 454 infrastructure projects are being
implemented in 53 villages, where almost 700 thousand people live, and the national budget provides 30 billion
tenge for these purposes. Of the selected projects, 247 are aimed at the development of transport infrastructure,
135-social infrastructure and 72-housing and communal services.

The emphasis is placed on large localities — district centers with the largest number of population, where
urgent infrastructure problems need to be resolved as soon as possible. The implementation of the Project in
2019 has improved the quality of life of almost 700 thousand people, or 9 % of the rural population.

The amount of funding for 1 district center averaged about 670 million tenge. Akimats of regions are
recommended to allocate at least 10 % for co-financing of projects. Akimats of the regions have developed
and adopted appropriate “roadmaps” for each project with deadlines for implementation with the assignment
of responsible officials.

The authors of the project have developed a special standard for the quality of life of the rural popula-
tion — “Auyl 4.0”. It includes six items: economic, engineering, and social blocks, productive employment,
residential security, and energy and ecology. According to the project, within two years, the villagers' satisfac-
tion with living conditions should be at least 64 percent. It should be noted that during the consolidation of
villages, their number will inevitably decrease. Such measures are designed to work on the effectiveness of
infrastructure development, because in small and hard-to-reach villages, it is quite doubtful, and the mainte-
nance of such villages is unprofitable.

According to the order of Elbasa, announced at the XVIII regular Congress of the “Nur Otan” party on
February 27, 2019, a Draft Program “development of regions” until 2025 has already been developed on the
implementation of regional policy.

In April 2019, a joint order was adopted by the Central state bodies (the Ministry of national economy,
culture and sports, industry and infrastructure development of education and science, digital development,
defense and aerospace industries, and health care) to approve the system of regional standards (hereinafter
referred to as SRS) for localities. The SRS provides for a minimum mandatory level of accessibility of objects
and services (goods) to the population, depending on the type (city, village) and size (population) of settlements
(table 2).

Table 2. Summary of the SRS for localities in the Republic of Kazakhstan

Ne Fundamentals - - Human settlement -
Region, city Village
1 | Purpose of use when planning the socio-economic and re- | In order to solve regional problems and im-
gional development of a country, region, or | prove the quality of life in specific localities.
city
2 |Principles provision of all cities with facilities and ser- | Due to the small size of the SNP, this princi-
vices (goods) on the principle of “20-minute | ple is observed if there are social sphere ob-
walking distance” of the population to them. |jects (hereinafter referred to as SS) in each
settlement
3 |Conditions The residential area of the city is divided into | Provision of villages with objects and ser-
planning sectors (PS) with a population of | vices (goods) based on their prospects for de-
about 10 thousand people in each and place a | velopment (district centers, centers of rural
mandatory list of infrastructure facilities and | districts, other villages with a small popula-
services on the territory of each PS. tion).
4 |List of objects and | For the planning sector in the city — 51| for district centers — 32 names, centers of
services (goods) names rural districts — 23, other villages — 11
Note — compiled by the author from the source (Postanovlenie Pravitelstva Respubliki Kazakhstan ot 28 iiunia 2014 goda Ne 728
“Ob utverzhdenii Proghrammy razvitiia regionov do 2020 goda” [Resolution of the Government of the Republic of Kazakhstan of
June 28, 2014 No. 728 “On the approval of the Program for the Development of Regions until 2020”]. adilet.zan.kz. Retrieved from
http://adilet.zan.kz)
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Conclusion

Summing up, we conclude that:

— one of the main problems of the social sphere is the discrepancy of social guarantees of the state and
the financing of the social sphere aimed at fulfilling state guarantees; therefore, the participation of state bodies
is required to solve large-scale social problems. Issues of development of health care, education, housing and
utilities should be addressed at the level of state authorities of the Republic of Kazakhstan and local authorities.
(Spanova 2018, p.73);

— the management of the economy in Kazakhstan has a certain specificity, due to the action of production,
financial and economic, managerial, socio-psychological and spatial-territorial factors. The latter include a
significant dispersion of management facilities and the presence of legislative acts regulating territorial devel-
opment.

The analysis revealed a rather ambiguous picture of the implementation of rural social reform in Kazakh-
stan. The village has become the object of multidirectional transformations, on the one hand, positive, but
largely unsystematic actions of the state through national projects and programs for rural development and
agriculture, and on the other — weak attempts to implement the foundations of local self-government, not
supported by the necessary resource base.

References

Atkociunine, V., Vaznoniené, G. & Pakeltiené, R. (2015). Aim of the Development of Rural Social Infrastructure: a
Sustainable Community. Transformations in Business & Economics, 14(24), 509-528.

Berry, W. (2011). The Art of the Commonplace. The Agrarian Essays.

Bulus, J.S., & Adefila, J.O. (2014). The study of rural infrastructural facilities in Kajuru Area, Kaduna State of Nigeria:
A spatial analysis for planning. International Journal of Humanities and Social Science, 4(2), 286-295.

Frolova, E., Vinichenko M.V, Kirillova Rogach, O.V., Kabanova, E.E. (2016). Development of Social Infrastructure in
the Management Practices of Local Authorities: Trends and Factors. International journal of environmental & science
education, 11, 15, 7421-7430.

Nakipova, G.N., Spanova, B.K. (2017). Conceptual approaches to the social infrastructure concept in economics. Bulletin
of the Karaganda University. Economy Series, 2(90), 76-82.

Roelich, K., Knoeri, C., Steinberger, J.K., Varga, L., Blythe, P.T., Butler, D., Gupta, R., Harrison, G.P., Martin, C., &
Purnell, P. (2015). Towards Resource-efficient and Service-oriented Integrated Infrastructure Operation. Technolog-
ical Forecasting and Social Change, 92, 40-52.

Vaznoniene, G., & Kiausiene, 1. (2018). Social Infrastructure Services for Promoting Local Community Wellbeing in
Lithuania. Europian Countryside, 10, 2, 340-354.

Yessengeldina, A., Sitenko, D., & Seitalinova, A. (2014). The Development of Social Infrastructure in Kazakhstan. Public
policy and administration, 13, 2, 222-231.

Allahverdieva, L.M., Kurmanalina, A.A., Tasmaganbetov, A.B., & Zhumataeva, B.A. (2019). Turakty damu zhaghdaj-
ynda auyldyk aumaktardyn ekonomikasyn artaraptandyrudyn erekshelikteri [Features of economic diversification in
rural areas for sustainable development]. Vestnik Karagandinskogo universiteta. Seriya Ekonomika, 4(96), 14-19 [in
Kazakh].

Postanovlenie Pravitelstva Respubliki Kazakhstan ot 28 iiunia 2014 hoda Ne 728 “Ob utverzhdenii Prohrammy razvitiia
rehionov do 2020 hoda” [Resolution of the Government of the Republic of Kazakhstan of June 28, 2014 No. 728 “On
the approval ofthe Program for the Development of Regions until 2020”]. adilet.zan.kz. Retrieved from
http://adilet.zan kz [in Russian].

Omarov, T.D. (2015). Natsionalnaya model sotsialnogo ustroistva obshestva [National model of social structure of soci-
ety], Almaty.

Ofitsialnyi sait Ministerstva natsionalnoi ekonomiki [Official website of the Ministry of National Economy]. econ-
omy.gov.kz. Retrieved from http://economy.gov.kz [in Russian].

Spanova, B.K. (2018). Funkcionirovanie i razvitie socialnoj infrastruktury selskoj mestnosti [Functioning and develop-
ment of social infrastructure of rural areas]. Vestnik Karagandinskogo universiteta. Seriya Ekonomika, 2(90), 73-79
[in Russian].

Stukach, V.F. (2015). Infrastryctura: rynochnyie instituty, socialnaya sfera sela, proizvodstvo [Infrastructure: market
institutions, social sphere of the village, production]. Omsk: Publishing house of FGBOU VPO OmGAU im. P.A. Sto-
lypin [in Russian].

Tishin, E.V. (2017). Regionalnye ekonomicheskie sistemy i ih ustojchivost [Regional Economic Systems and their Sus-
tainability]. Vestnik Udmurtskogo universiteta. Seriya Ekonomika i pravo, 4, 3—17 [in Russian].

Cepusi «9koHomuka». Ne 1(97)/2020 55



Sh.l. Kossymbayeva, N.A. Bencheva et al.

HI.A. KocbimbaeBa, H.A. benuena, l11.LE. AnbneucoBa, 7K.C. by/jixanpoBa

Kazakcran Pecny0inkachl ayblIIapbIHBIH J1€yMeTTIK HHPPaKYPBLILIMBIH 0acKapy

Anoamna

Maxcamwr: Kazakcral PeciyGikacsl ayblUIIapbIHbIH QI€YMETTIK HHPAKYPHIUIBIMBIH 3€PTTEY.

O0ici: KOHTEHT-TaliAy, ACPEKTePAi Kyieney, CalbICTEIPMAIIBI KOHE JIOTHUKAJIBIK Tallay, Kallbulay, CTaTHCTHKA-
JBIK Tajljay, cypay 9IiciH KOJJaHa OTBIPHII SMIIMPHKAIBIK 3ePTTeY, IKOHOMUKAJIBIK-CTATHCTUKAJIBIK TONTACTEIPY, Ca-
JBICTBIPMAIIBI SAICTEP, CapanTaMalblK Oarajay dmicTepi, YKCacThIKTap, MaTeMaTHKAJIbIK CTATUCTHKA, SKOHOMHKAJIBIK-Ma-
TEMATHUKAJBIK KJHE T.0.

Kopuvimeinodwi: Makanana aybUIABIH 9J€yMETTIK HH(OPAKYPBLIBIMBI IapyallbUIBIK HEICAHBI PETIHJIE KapacThIPBUIFaH.
AyBUIIBIH 9JI€yMETTIK cajlachlH OacKapy TYKbIPbIMAaMachl TEOPUSUIBIK TYPFBIIaH 3epAeIeH i, HOTHXKENIepi KOPBITHUIIBL.
Makanaja aybUIIbIK ayMaKTap/blH QJISyMETTIK HHPPaKYpbUIBIMBIH OacKapyAblH €peKLIeiKTepl aiKbIHaanFat. Aybui-
JIBIH QJIEYMETTIK cajlachl OOMBIHIIA QJIEMHIH TYPJIi €IepiHeH KeJTeH FaJIbIMAAP/IbIH MiKipJepi KeNTipiireH. OleyMeTTIK
casicaTThIH ’KaHa NPUHLMNTEP] Kapaibl, ojlap MbIHANAP/bl KAMTHJIBI: MEMJICKET a3aMaTTapFa €H TOMEHI1 QJISyMETTIK
CTaH/apTKa Keniigik Oepyre MiHIAECTTEHE/; SJI€yMETTIK casicaT OHipJIepAiH JaMybIHIaFbl SIEYMETTIK COMKecCi3miK Ma-
cenenepin memryre OarprTTanFad. Kasakctan PecrryOrKkachIHBIH €1l MEeKEHAep1 YIiH OHIpIiK CTaHAapTTap XYHeciHiH
KBICKAIlIa CHITaTTaMachl OepisTeH.

Tyorceippimoap: Makanaga aybsUIIbIH SI€YMETTIK HHPPaKypbUIBIMBIHBIH TYPaKTHl JaMybIHA KeAepTi KeNTipeTiH He-
Ti3ri Mocernenep aHBIKTAJIBI )KOHE OHBI JKETUIIIPY JKOJAAPH! YCHIHBLUTFaH.

Kinm co30ep: aybu1 TYpFRIHIAPEL, QIEYMETTIK OpTa, )KEePTUTIKTI ©31H-031 6acKapy, eMip camacsl, 9JIeyMeTTiK HHppa-
KYPBUIbIM, SJIYMETTIK calia, ayblIIbIK ayMaKTap.

III.U. Kocsim0aeBa, H.A. benuesa, III.E. AnbnencoBa, K.C. byixauposa
YnpasJjieHue coHaJbLHOI HHPPacTPYyKTYypoii B cesax Pecnyoanku Ka3axcran

Annomauyus

I]env: uccnenoBanue CONUANBLHON HHPPACTPYKTYphI cel Pecnyonuku Kasaxcran.

MemoQbl: KOHTEHT-aHAIN3, CUCTEMAaTH3aIlHs JAHHBIX, CPABHUTENILHBINA U JIOTHYCCKHUN aHaIi3, 0000IIeHHE, CTATH-
CTHYCCKUI aHaNN3, IMIUPHYECKOE HCCIICAOBAHUE C HUCIOJIB30BAHHEM METOJla OMPOCa, IKOHOMHKO-CTATHCTUYCCKHE
IPYIIUPOBKH, CPABHUTEIBHBIC METOJIbI, METOIbI IKCIIEPTHBIX OIICHOK, aHAJIOTUU, MATEMATUYeCKasi CTATHCTUKA, IKOHO-
MHKO-MaTeMaTHYCCKHUE H JIP.

Peszyromamer: B cTaThe paccMaTpUBACTCs CollMabHast HHQPACTPYKTypa ceia Kak Gpopma xo3sricTBoBaHUsS. Teope-
TUYECKH W3y4eHa KOHIEMIHS YIPaBICHU COHATBHON cdepoil cena, 0000meHs! pe3yapTaTel. OmpeneaeHsl 0COOSHHO-
CTH yTIPaBJICHUS COIMAIHHON HHPPACTPYKTYPOH CEMBCKUX TEPPUTOPHHA. IIpHBOIATCS KOMMEHTAPHH YUSHBIX U3 PA3HBIX
CTpaH MHUpa IO COIMANBHOH cdepe cenma. PaccMoTpeHbI HOBBIE TIPUHITUIIBI COTIMATBHOM MoJIMTHKN KazaxcraHa, KOTOpbIe
BKITIOYAIOT B ce0s cIemyrolee: rocy1apCcTBO 00sM3yeTcsl TapaHTUPOBATh TPaKIaHAM MUHHMAJIBHBIA COITMAIBHBIN CTaH-
JTapT; COIMajbHAas IOJMUTHKA MIPU3BaHA PEIIaTh POOJIEMBI COIMANTBHBIX TUCTIPOIIOPIA B pa3BUTHH PEerHOHOB. Kpome
TOTO, IaHAa KPaTKas XapaKTePUCTUKA CUCTEMbI PErHOHAIILHBIX CTAHIAPTOB JUIsl HACEICHHBIX MyHKTOB Pecnyonuku Ka-
3axCTaH.

Bv1600b1: BBISIBIICHBI OCHOBHBIC TIPOOJIEMBI, MPEIATCTBYIONINE YCTOMYUBOMY PA3BUTHIO COITUATIBHON MHPPACTPYK-
TYpHI CeJia, ¥ IPESAJIOKCHBI IyTH ¢ COBEPIIICHCTBOBAHUS.

Knroueswie cnoga: cenbckoe HacelIeHUe, COLUAIBHASI CPEia, MECTHOE CaMOYTIpaBlIeHHEe, KAUeCTBO XKU3HU, COLIUATb-
Hast uH(pacTpyKTypa, colanbHas cepa, CelIbCKUe TEPPUTOPHH.
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Development of methodological bases for the foresight model
of youth entrepreneurship development

Annotation

Objective: development of methodological bases for the foresight model of youth entrepreneurship development.

Methods: methods of system based, structural and functional analysis.

Findings: specification of the specifics of the foresight method in the development of long-term development strat-
egies with perspective extrapolation to modeling the development of youth entrepreneurship.

Conclusions: The foresight analysis of youth entrepreneurship does not have an independent character, but is a
factor element of technological foresight, cluster foresight, and sociological foresight. This approach is also productive,
since it allows you to use additional in-depth analysis materials and contribute to the formation of additional scenario
opportunities. Therefore, the combination of a separate youth foresight and youth entrepreneurship in the framework of
other foresight projects allows you to differentiate factor analysis and use all the methods of foresight research more
effectively.

Keywords: foresight, youth, business, youth entrepreneurship, foresight methodology, research, potential growth.

Introduction

Epistemologically, the spread of the foresight methodology grows out of new challenges in the world
economy: diversified competition; barriers to public financing; the growth and gradual dominance of scientific
and technological competencies. Because the reasons of the foresight methodology has become a system gen-
erating the pressing needs of society: a strategic need for authentic forecasting perspective in conjunction with
the interests of the participants in the process; subject the need to build a network of active subjects of future
development of the economic system; futurological need to create an alternative map for future development;
transformational need to activate the existing reserves of an economic entity, motivate changes, etc.

Literature Review

For the first time, foresight parameters began to appear at the beginning of the 20th century, when it
became possible to extrapolate trends and social indicators were already formulated. The term “foresight” was
first used By G. Wells in the lecture “Opening the future” (Wells, 1913). The main thesis of interest to us was
the statement about the knowability of the future using scientific methods. By the middle of the 20th century,
methods of system expert analysis were formed and the first simulation studies were performed. Thus, the
practical need for foresight was associated with the post-industrial revolution with its tree of social and tech-
nological changes that led to a growing rational interest in the future. That is why there is a new content in
decision-making, emphasizing the foresight of trends, long-term consequences of choices made in the present.
In this regard, the latent definitions of this method are formed (table 1).

Table 1. General parameters of foresight as a specific method

. . Dominant factor The result
Author Characteristics of foresight in the definition of the foresight
1 2 3 4
Martin B. “Systematic attempts to look into the long-term fu- | Strategic technological |Increasing economic
ture of the development of science, technology, | foresight and social benefits

economy and society in order to anticipate strategic
areas of research and the emergence of basic tech-
nologies, the use of which can bring very signifi-
cant economic and social benefits”
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Continuation of Table 1

1 2 3 4

Georgio L. “A tool for systematic assessment of those areas of | Target assessment of The growth of competi-
science and technology development that can have | scientific and technolog- | tiveness, leading to an
a strong impact on the competitiveness of compa- | ical development increase in wealth
nies, wealth creation and quality of life”

Becker P. “The process of actively learning about the future | Activation of forecast Rational strategic man-
and creating a vision of medium-and long-term | prospects agement
prospects; systematic research of the future of sci-
ence, economy and society in order to support the
adoption of relevant decisions and mobilize joint
efforts for their implementation” (Becker, 2003)

Tretyak V.P. |“Foresight is a creative technology for influencing | Consistency in the fu- | Effective communica-

the emerging future by coordinating the particular
interests of various segments of civil society and by
stimulating their activity in the use of key technol-
ogies” (Tretyak, 2007)

ture effective use of
technological innova-
tions

tion of the maximum
number of subjects re-
garding future techno-
logical dynamics

Note — compiled by the author

The classic definition of foresight was formulated by the American scientist Ben Martin, in which the
main emphasis is on strategic technological foresight. The characteristic given by P. Becker is dominated by
two accents: knowledge of the future and its system regulation for updating adequate solutions (Becker, 2003).
The basic basis of this approach is rational strategic management. V.P. Tretyak believes that the main thing in
foresight is the creative influence on the future of consolidated entities (Tretyak, 2007).

The applied trajectory of foresight development was built as follows. Initially, methods of understanding
the future were tested and the first practical trends were formulated, in particular, in the United States — an
analysis of transport development in connection with growing urbanization. Since the middle of the 30th cen-
tury, a period of complex organization of research into the future technological development of the military
industry and the functioning of large industrial corporations has begun. This period is marked by the formation
of those methodological tools that underlie the modern applied nature of foresight. This is an effective research
organization focused on the possibility of implementing the desired changes in the future. The core of this is
the analysis of the probabilities of development options by extrapolating past phenomena and events, i.e. fore-
casting. It was during this period that stable methods of foresight were formed: the method of scenarios, the
method of Delphi, the method of expert panels, the method of brainstorming. It was during this period that the
landmark works on the dissemination of foresight methodology were published — “The Art of speculation”
by B. Jouvenel (Jouvenel, 1967) and “The Invention of the future” by D. Gabor (Gabor, 1963).

Thus, in the essential characteristics of foresight, we can distinguish the communication relations of the
following concepts: “future”, “foresight”, “forecasting”, “planning”, “competitive technologies”. At the pri-
mary, visible level, we can assume that foresight is based on the foresight of the future systematization of its
forecasts and the construction of strategic planning of dynamic competitive technologies. However, this is only
an external view. After all, foresight is not identical to forecasting. It is not identical to forecasting or strategic
planning, it is a fundamentally different phenomenon (Semikov, 2009). First, foresight projects involve diverse
experts from various sectors of civil society. These are politicians, scientists, and market participants, both
businessmen and consumers. Secondly, the primary pattern in the expert community of a foresight project is
the formation of an identical picture of the future. Third, it is on this basis that we can project a long-term
vector of effective technological breakthroughs.

These differences differentiate a number of main features inherent in foresight technology: foresight is
designed to justify future trends, potential opportunities and risks; foresight is aimed at developing strategic
acts of analysis of future development prospects by a qualified expert community; foresight is aimed at “ac-
tion”, i.e. it is an active process that distinguishes it from forecasting and for this it implements specific
measures today; foresight is based on interactive methods and models of future research, so it limits possible
losses in forecasts based on the future size of the market and the forecast of replacement of technologies
(Gaponenko, 2009).
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Methods

The main difference between foresight technologies and planning and forecasting is the transition from
predictive orienting information to reverse normative planning information: the picture of the future is out-
lined, it is analyzed, and then the plan for achieving the future world picture is rationalized in the actual space.

Thus, the parameters of convergence of foresight and forecasting can be distinguished. So, of course,
there are two common features. First, an analysis of the future state of the object, based on the variability of
development. Second, the use of similar research methods (scenario planning, Delphi method, expert discus-
sions, brainstorming, focus groups, expert panels). The core of the methods are critical technologies (Seregina,
2008).

Along with this, foresight has parameters that are different from forecasting. First, in the framework of
foresight, expert groups include a wide range of development actors: the state, the business community, the
scientific and technological segment, and civil society, while forecasting is carried out exclusively by scien-
tists. Secondly, this subjective feature of foresight implementation leads to the formation of the following
effects: activation of cooperative relations within the main catalysts of development, generation of a culture of
foresight, ensuring the choice of implementation options based on the “vision” of the future. Third, the effec-
tiveness of foresight is based on the readiness of society as a whole to assess the long-term prospects of the
country's development, distracting from short-term market conditions.

The basic condition for successful implementation of foresight is the use of those methods that ensure the
effective work of the experts involved. Any foresight program requires defining a combination of methods and
sources of information to be used. The problem of choosing the most effective group of foresight methods is
always relevant. The choice of methods for foresight research is influenced by a number of factors. These are
the availability of resources, the final goals (results to be obtained), the nature of the subject areas under con-
sideration, and target groups (Keenan, 2008).

The entire tree of foresight methods is diverse and differentiated by three main criteria. These are quan-
titative methods, qualitative methods, and synthetic methods. The most common and effective approaches in
the quantitative aspect include: the method of modeling, the method of extrapolation, the method of forecasting
indicators. Qualitative methods include a diversified analytical platform consisting of interviews, morpholog-
ical analysis, literature reviews, a “goal tree”, and a scenario method. Synthetic methods include road mapping,
the Delphi method, critical technologies, game modeling, and patent analysis. The most effective methods of
foresight are highlighted in table 2.

Table 2. Characteristics of foresight research methods

Methods Usage model Advantages Disadvantages
1 2 3 4
The Formation of a group of experts to identify | — interdisciplinary communication |— possible errors by ex-
method | the possible range of the future for a given |that consolidates the subjects of|perts;
of expert | goal, by analyzing new information and ap- | various fields of activity in a single | — lack of effective results
panels plied developments during the allocated |and continuous workflow; due to a sub-optimal
time lag — justification of a strong evidence | number of experts;
base; — high resource cost
— highlighting the advantages and
risks of possible innovations
Delphi Independent survey of each expert inde-|— getting open expanded results; — disagreements of ex-
method | pendently to identify trends and parameters | — involvement of various experts on | perts on fundamental
of factor dependence phenomena. The effec- | this issue to identify various aspects | points;
tiveness of communication is revealed by re- | of the project; — suboptimality of expert
viewing the responses of experts anony-|— accumulation and diversification | group selection;
mously for a General review of opinions, | of knowledge on the project object, | — high financial costs
clarifying the positions of each. taking into account innovations
Scenario |Formation of alternative development op-|— formation of a general algorithm |— risks of subjectivism;
method | tions relative to the selected target dominant, | for solving real problems; —degree of expertise of
a Set of scenarios involves combining fore- | — formation of invariance of eco-|experts;
cast variations with the design of future|nomic entity development; — high labor costs
changes — formation of strategic thinking
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Continuation of Table 2

1 2 3 4
Brain- Formation of the largest possible number of | — justification of alternative strate- | — impossibility of Auton-
storming | solutions to the problem to stimulate rational | gies for choosing the most effective | omous implementation,
method |creative channeling of elements of project |idea; effective only in conjunc-
promotion. The method of achieving this is|— speed of identifying project op-|tion with other methods;
joint discussion portunities and risks; — blurring of expert data
— motivation of professional com- | parameters
petencies;
— proven predictive technology
Method | Creating a scenario plan for the development | — assessment of risks, opportunities | — high resource require-
of tech- |of technologies with fixing possible plots|and priorities; ment;
nology |and critical points — identification of “bottlenecks” for | — need for special experts
road map specifying and analyzing the se-|in the field of road map-
quence of development; ping
— factor Association for the imple-
mentation of the strategic plan
Note — compiled by the author

Thus, it can be stated that the most common and authentic method is the expert panel method (Sokolov,
2007). From it grow various modifications that allow you to dynamize the analytical process as a method of
brainstorming, which has an additional character. On the same basis, the technology of prediction and com-
petitive examination — the Delphi method — is growing (Higgins, 1994). The scenario method, being a tra-
ditional technology, already puts forward new requirements for the expert community — the transition to the
formation of an array of real options for the development of the future under existing conditions (Volkova,
2006). The method of the technological roadmap assumes the implementation of the advantages identified in
the future for a technological breakthrough (Clayton, 2005).

Thus, the initial element in foresight research is the relationship between context, content, and the ap-
proaches used. Initially, future scientific and technological results and their overall impact on certain aspects
of development are highlighted.

Thus, the initial element in foresight research is the relationship between context, content, and the ap-
proaches used. Initially, future scientific and technological results and their overall impact on certain aspects
of development are highlighted.

In its evolution, the foresight methodology has passed several regular stages: technological movement or
expert analysis of the internal dynamics of technological evolution; innovation-market movement or a broad
expert analysis of the interaction of innovative technologies and markets; social-market movement or subject
analysis of the relationship of markets and social groups with the dominance of consumer interests; distributed
movement, which includes the analysis of elements of a research system of coordinated special research of
social and economic challenges.

Based on this, it should be noted that foresight research is based on two ideological attitudes. The first
ideologeme is optimization and modernization of the existing order, the second is the possibility and motiva-
tion for fundamental changes in the existing paradigm. Hence, there are two modes of conducting foresight
research. They are implemented using the basic principles of foresight. These include: future orientation, in-
volvement of a wide range of stakeholders, coordination and interdisciplinarity, action orientation based on a
combination of fact and expert assessment. In any mode, the specification of foresight research becomes a
problem of “futurological literacy”, i.e. the assessment of future development. This, in turn, involves the use
of uncertainty and uncertainty as motivators. In this connection, a chain of parametric connections grows be-
tween the possible, probable, desirable, realistic and restructured future (Miller, 2011). All these system rep-
resentations form the focus of foresight. To do this, you need to specify the following system parameters for
the foresight. First, the constant study of a changing system involves the systematization of factors of internal
development (analysis “from the inside in”"), the output of internal modifications to the external environment
and a set of transformations (analysis “from the inside out™), and, on the contrary, the external impact on the
system that encourages it to transform (analysis “from the outside in”). And, secondly, in addition to this
changing but known structure, the analysis of the unknown system (analysis “from outside to outside”) is also
necessary in foresight research, since this going beyond the boundaries of the known leads to the identification
of the possibilities being born.
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Thus, the formation and development of foresight technologies are not just predictive measures, but also
a system of diversification analysis of the future with a return to the present program-defined range of trans-
formational steps and creative resource parameters. Foresight as a modern technology for predicting future
development, taking into account the steps and activities carried out in the present, is the most authentic way
of modern strategic planning and forecasting, social dynamics and structuring public needs. Its use in the prac-
tice of modern management is a progressive reflection of the relationship between the technological level and
technological pressure, the consensus of actors, the real involvement of scientific and technological personnel
in the system of socio-economic needs, the state strategy in determining the horizons of prospects and the
consequences of technological dynamics.

When predicting such a non-linear segment of the business environment as youth entrepreneurship, the
following points should be kept in mind. First, it is a more sensitive response of youth entrepreneurship to the
impulses of innovations that arise in the established system. Secondly, the variability of youth entrepreneur-
ship, its wide sectoral and structural range. Third, the probabilistic level of both income and sustainability of
this type of business. Fourth, a kind of resource matrix, in which the most important element is the quality of
human capital at a low capital intensity.

Results

In this regard, the foresight project of youth entrepreneurship is quite problematic. Moreover, the prob-
lems are built on various analytical and applied levels. At the same time, the peculiarity of youth entrepreneur-
ship conceals a large cartoon potential in modern conditions, which can be the object of predictive research.
At the initial stage of forming a foresight project, its purpose and selection of methods are determined. The
purpose of foresight research of youth entrepreneurship is to forecast its performance, change the configuration
of this type of business, based on the changing social and technological system. This involves initially con-
ducting brainstorming, in-depth analysis of texts, and using a comparative methodology. Moreover, there are
various essential approaches to determining the goal. Thus, youth entrepreneurship can be an independent
object of foresight research, with the definition of the planning horizon, possible potential models of develop-
ment in a particular environment, with the selection of compression factors and expansion factors. The ad-
vantages of this approach are undeniable, as an exceptional emphasis is placed on the very nature of youth
entrepreneurship. At the same time, in other foresight projects, most often in the context of technological
foresight, youth entrepreneurship is used as a megatrend in the factor structure of analysis. With such an ap-
proach, youth entrepreneurship is seen as an element of technological potential growth, since it is responsible
for multiplying the information business, startup growth, and so on. Both approaches have the right to exist,
taking into account the difficulties of forecasting and the overall volume of work.

But for any choice of foresight for successful results it is necessary the use of authentic methods. In
particular, the problem of scanning the horizon during analysis.

Horizon scanning is used at the initial stage of strategic planning. The essence of this method is expressed
in the system analysis of external processes in the environment (not only current, but also potentially expected),
as well as in the identification of factors, both direct action and possible in the future.

The purpose of scanning is to identify a new approach to the situation by analyzing already obvious
circumstances, specifying changes, new trends and early signals of change.

Thus, the time parameters of scanning and its granularity lead to long-term diversified views of the ex-
ternal developing environment. For maximum results, horizon scanning should be a continuous business pro-
cess based on the speed of change and direction of Megatrends. The practice of developing the economic
environment demonstrates an unexpected change in strategies and the need to quickly adjust decisions.

Therefore, in the process of forming the parameters of the future, identifying strategies within the frame-
work of horizon scanning, the following urgent tasks are solved: trends and drivers are studied; different points
of view on the nature of trends and their possible implementation are compared; alternative scenarios are
formed; strategy options are postulated; priorities are selected.

Youth entrepreneurship in this context can be scanned from the perspective of three clear trends. This is
the inclusion of youth entrepreneurship in the socio-humanitarian component of the development of society.
The more business-centric society becomes, the more youth business becomes socially oriented (it should be
recognized that this is a trend in highly developed countries). The second megatrend is the convergence of
country-based youth entrepreneurship into global business. This is due to the formation of a single algorithm —
the information economy, in which business processes become more unified and open. The developed system
of youth freelancing, which supplies not only high-quality human resources, but also new “dispersed” forms
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of business, creates new risks and uncertainty — where, in what country, under what conditions, in what con-
figuration such a business will be implemented. Finally, the sustainable spread and scaling of entrepreneurship
within the framework of institutional promotion of start-ups is more widespread. In the case of a foresight
study of youth start-ups, the most problematic issue is the promotion infrastructure. Business accelerators have
become the most relevant institution. But difficulties with accumulating startups and their investment options
make it more difficult for them to operate as part of business accelerators. This is why business catalysts are
starting to function in the foresight project along with business accelerators. The advantage of a business cat-
alyst in the future development model is expressed in two points: generating innovative start-UPS of youth
entrepreneurship and getting out of the “valley of death” by effective investment at the stages of “seed” and
“pre-seed” financing. The activity of the business catalyst for growing innovative projects of youth entrepre-
neurship consists of the following stages:

— actual formation of the project, through the selection of ideas and developments;

— analysis and expert evaluation of projects based on the principles of innovation, market competition
and the adequacy of the external and internal environment;

— primary implementation of the main product of a youth startup, identification of market reaction and
analysis of its prospects;

— formation of business model variants based on system analysis: marketing forecasting of potential mar-
ket capacity for these products, resource limitations and overall economic efficiency;

— formation of a mechanism for searching for investors based on differentiated support of legal, account-
ing and expert channels;

— transfer of a part of the company to an interested investor by using its “seed” fund.

When analyzing megatrend data, the Delphi method is given key importance. In particular, the profes-
sional compilation of survey problems: the potential structure of youth business, the degree of dominance of
the innovative part of youth entrepreneurship, the degree of active participation in modern infrastructure —
business accelerators and business catalysts. Sometimes it is possible to conduct a Delphi survey.

The complexity of foresight analysis of youth entrepreneurship is not only in the “brainstorming” of
identified megatrends. The fact is that the foresight analysis of youth entrepreneurship does not have an inde-
pendent character, but is a factor element of technological foresight, cluster foresight, and sociological fore-
sight. This approach is also productive, since it allows you to use additional in-depth analysis materials and
contribute to the formation of additional scenario opportunities. Therefore, the combination of a separate youth
foresight and youth entrepreneurship in the framework of other foresight projects allows you to differentiate
factor analysis and use all methods of foresight research more effectively. In our opinion, when conducting an
independent foresight project for youth entrepreneurship, the main focus is on the methods of “brainstorming”,
expert panels and the Delphi method. And when using youth entrepreneurship in broader foresight projects,
the dominant models include deep text analysis, scenario analysis, horizon scanning, and the Delphi method.
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Kacrap kdcinkepJiirin 1aMbITyaAbIH (pOpcaiiT-Moe/IiHiH dJiCHAMAJIBIK Heri3aepiH a3ipiey

Anoamna

Maxcampi: xacTtap KOCIITKEPIITiH JaMBITYIBIH (DOPCAUT-MOIETiHIH 9/TiCHAMAJIBIK HET13epiH 93ipIiey.

9oicmep: KYHETIK, KYPBUILIMABIK-()YHKIIMOHAIIBIK TAIAay dMIicTepi.

Haomuoicenep: xacrap KoCIKEpJIiriH JaMBITYAbl MOJEIACYTe MEPCIIEKTHBAIBI SKCTPANOSIIUAMEH Y3aK Mep3imMi
JlaMy CTpaTerusiChIH a3ipieyaeri popcallT-oiCTiH epeKIIeiriH HaKThlIay.

Kopuimuindwei: )xactap KaCIIKepIIiriHig GopcaiT-Tangaysl gepdec cUIaTka ue eMec, OJ1 TEXHOJIOTHSIIBIK (POpCaiT,
KJacTepilik (opcaiT, aeyMeTTiK (opcaliTTapabiH (HaKTOPIBIK 3JIeMEHTI 0ok Tadbutaabl. byn Tacin eHimai Goubin
TaOBIIaIbl, OUTKEHI OJ1 TEPEH TaJayIbIH KOChIMIIA MaTepHalJapblH MaliiaiaHyFa KoHe KOChIMIIA CLICHApUH MYMKiH-
JIKTEpiH KaJbINTacTeIpyFa MYMKiHAiK Oepexni. CoHaplkTaH Oacka QopcaiiT-xobanap meHOepinae xeke xactap ¢Gop-
CalThl MEH KacTap KOCIMKepJirid OipikTipy (aKTOPIBIK Tajnmayabl capalayra jkoHe (popcaiT-3epTreyiepiH Oapibik
omicTepiH OapbIHIA HOTYIKEN MaigaiaHyFa MyMKIHIIK Oeperti.

Kinm ce30ep: dopcaiit, )xactap, OU3Hec, xKacTap KacilKepuiri, popMaiiT aricHamacsl, 3epTrey, Oojamiak ecy.

K.C. XycaunoBa, 7K.M. Kapraii

Pa3zpaboTka MeTOI010THYECKHX OCHOB (hopcaiiT-Mo1e/H
Pa3BUTHS MOJIOJEKHOTO NPeINPHHNMATEIbCTBA

Annomauusn

Lens: pa3paboTKa METOIOJOTHUCCKUX OCHOB (DOPCANT-MOIEIIN PA3BUTHS MOJIOICKHOTO MPEAIPUHAMATEIHCTBA.

Memooer: METOABI CUCTEMHOTO, CTPYKTYPHO-()YHKIIMOHAIBHOTO aHAJIH3a.

Pesyrbmamei: koHKpeTH3aus cnenuduku GopcaiiT-MeToaa B pa3pabOTKe TOJTOCPOYHBIX CTPATETHi PA3BUTHS C
MIEPCIICKTHBHOM 3KCTPAITOJIIIIUCH K MOICIIMPOBAHHIO Pa3BUTHS MOJIOICIKHOTO PEANPHHIMATEIILCTRA.

Bui600vbi: hopcaiiT-aHaTN3 MOJIOACKHOTO IPEANPHHIMATEIILCTBA HE HOCHT CAaMOCTOSTEIILHOTO XapaKkTepa, a sBJIsi-
eTcst (paKTOPHBIM 3JIECMEHTOM TEXHOJIOTHUECKOTO (popcaiiTa, KiacTepHoro (opcaiita, connonormueckoro gopcaiita. Jan-
HBIA TIOJIXOJI SBJSICTCS TAKKE MPOJIYKTHBHBIM, MOCKOIBKY OH IMO3BOJSCT MCIONB30BaTh JOTOJHUTEIBHBIC MaTCPHAIBI
[ITyOMHHOTO aHAJIN3a M CIOCOOCTBOBATH (POPMHUPOBAHHIO JOMOTHHUTEIBHBIX CIICHAPHBIX BO3MOXKHOCTEH. [ToToMy coemu-
HEHHE OTJCIHFHOI0 MOJIOJICKHOTO (hopcaiita M MOJIOIC)KHOTO MPEIIPUHIMATEIECTBA B paMKaX APYTUX (HOpCalT-mpoeK-
TOB mo3BoJsieT auddepeHnupoBaTh GakTOPHBIN aHANHU3 U OOJice PE3yIBTATHBHO HCIIOIB30BATh BCE METOIBI (POpCalT-
HCCIICIOBAHU.

Knrwouesvie cnosa: hopcaiit, Mooexs, On3Hec, MOJIOICKHOE IPEATIPUHIMATEIBCTBO, (POpPCaiT-METOI0IOTHSL, UC-
ClIeIOBaHUE, TIOTEHIMAIBHBIN POCT.
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Internal audit of banks: methodological model for reducing credit risk (Logit model)

Abstract

Object: The purpose of the research work is to justify the application of a model that allows assessing the probability
of a borrower's default and to propose including in the work plan and internal audit program an assessment of the proba-
bility of a borrower's default to reduce credit risk.

Methods: The article uses quantitative data, statistical model (Logit model).

Findings: As aresult, during the audit of the banks' debt portfolio, the Logit model was used to assess the probability
of a borrower's default. The ROC curve of this Logit model allows you to predict the default situation of the borrower for
risk management purposes. Therefore, it is proposed to include an assessment of the probability of default of the borrower
based on the model in the work plan and internal audit program. In conclusion, a risk-based internal audit system will
help ensure the financial stability.

Conclusions: In conclusion, a risk-based internal audit system will help ensure the financial stability. Since we
evaluated the debt portfolio and found that the Logit model, which was used to predict the probability of default of bor-
rowers, can prevent risks. This is evidenced by the ROC curve of the Logit model for predicting the probability of default.

Keywords: internal audit, default, projection (prognosis), credit risk, financial instruments, Logit model, ROC-
curve.

Introduction

Currently, measures that can alleviate the consequences of external impact on the country’s economy are
being actively searched. Monetary policy plays a big role here. It is significant to keep in mind that debt allows
supporting continuity of industrial processes in the conditions of sharp fluctuations in cash flows, a decline in
productivity of organizations at certain stages of the economic cycle. Phantom debts are debts that cannot be
recovered by the Bank due to the poor financial condition of the borrowers. Further reduction in the volume
of credit investments in the economy can cause irreparable harm to economic entities.

Restricting credit support for organizations with large and predictable sustainable credit loans can lead to
disruption and aggravate the situation in the economy. In our opinion, one of the solutions to credit issues in
the context of increasing credit risks is to improve the quality of credit risk management in banks. First of all,
it is necessary to take into account the financial condition of the borrower, its creditworthiness, and the specif-
ics of the financial sector (Lambekova, Syzdykova, Kuzgibekova, Kalymbetov, Amirbekuly, 2018). It also
referred to the need to improve the evaluation system, including the development of a mechanism for assessing
the probability of default To ensure the implementation of the new credit policy related to the adoption of IFRS
9 “Financial instruments”, it is necessary to strengthen the role of internal audit. In addition, it is necessary to
increase its importance as an element of the corporate governance and risk management system. The Bank
expects the formation of a new methodology for assessing credit risks, so the internal audit service is assigned
certain tasks. Let's look at how to include these services in the credit risk audit program. Decisions of manage-
ment bodies within the framework of lending in the Bank can be reflected in the Bank's internal regulatory
documents. In particular, credit policies, restrictive policies, and risk management policies (Yang 2018).

Hypothesis. Using the Logit model for assessing the probability of default of the borrower, aimed at
identifying credit risk, their reduction will allow you to assess the probability of default.

Literature Review

During the audit, the internal auditor should pay attention to the Bank's approved system of credit risk
indicators and the relevance and regularity of reviewing the target values of indicators (Canakoglu, Muter I,
Adanur O, 2018).
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The function of every single aspect adds up to make effective corporate management of the Bank. The
document “Basic effective principles of Bank supervision” issued by the Basel Committee assumes that this
management is based on risk (Basel Committee on Banking Supervision, 2019).

The study aims not only to assess losses that can be investigated by determining credit risk factors in the
research process, but also to prevent negative impacts, both external and internal aspects, and to develop an
action plan to preserve the financial stability of the banking sector.

The study is not required only for assessing losses that can be investigated by determining credit risk
factors in the research process. It is also necessary to prevent negative impacts, both external and internal, and
to develop an action plan to preserve the financial stability of the banking sector. As a comprehensive indicator
covering credit losses due to market and credit risks, many kinds of literature have the VaR-Value-at-Risk
indicator, which was discovered in the work of M. Sorzha.

In addition, M. Sorzha noted the feasibility of using an integrated approach with financial systems that
have active trade-in credit assets (for example, corporate bonds).

Moreover, the “mark-to-market” principle is applied, which provides for the revaluation of assets follow-
ing current market prices. However, the financial systems of many transition economies are characterized by
insufficient development of the financial asset market and absence of price fluctuations. A selective approach
with the choice of a specific credit risk indicator is acceptable for assessing the stability of banks with a low
level of correlation between market and credit risks. Additionally, due to the ease of implementation, the low
level of need for statistical data and computational loads, the partial approach is widely considered by research-
ers.

The partial analysis is conducted under econometric models to assess the relationship between financial
stability indicators, macro indicators, and specific indicators of financial institutions. Besides, the estimation
is performed using models for time series and panel data. Banks are given the right to form stricter criteria for
determining default and the significance of credit obligations. This allows the Bank to treat certain categories
of borrowers more differentially. In recent crisis years, research has focused on ways, methods, and models
for assessing credit risks. M. Sorzha noted that the advantage of panel data is the ability to study the impact of
the qualitative characteristics of countries or individual banks on the quality of loans (Vaquero, Diaz,
Ramirez,2019).

One of the works using panel data is the work of j. Pasolini. The author studies the impact of macroeco-
nomic indicators on problem loans in Scandinavian and other European countries using data from 1980 to
2002 (Pesola, 2011).

As a result, the main source of credit losses for banks in these countries was high customer debt income
volatility, and the real interest rate, which is measured as the ratio of debts to GDP.

S. Pestova and T. Solntseva conducted a study of problem debts using annual data from 1997-2009 for
38 countries (Yavuz, 2002). In this regard, the authors identified the factors of formation of non-refundable
problem debt. This has a negative impact on the same direction of the business and credit cycles, the weakening
of the nominal exchange rate and the reduction of the real interest rate on credit risks.

In General, the internal audit service is the main risk management tool in all operating organizations
[Sourour, 2019]. In addition to assessing credit risks, the panel data method is used in commercial Bank re-
search.

Methods

Banks are given the right to form stricter criteria for determining default and the significance of credit
obligations. This will allow the Bank to treat certain categories of borrowers more differentially. During the
last 2008 crisis, research focused on methods, approaches, and models for assessing credit risks. At the same
time, schemes based on probability estimation were used only in a limited way, since the regulator did not
perceive such models (Ozten S., Kargin S., 2012).

Currently, it is necessary to improve the accuracy, efficiency and reliability of credit risk assessment in
relation to various groups of borrowers and credit requirements. This requires further processing of the models.
To explore the possibility of assessing the probability of a borrower's default based on the published financial
statements of organizations we have created an appropriate model that has acceptable estimated capabilities.
Indicators for assessing the financial condition of the borrower based on their understanding of their signifi-
cance were selected (Lambekova, Nurgalieva, 2017).
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The organization information for the two groups is chosen randomly according to publicly available in-
formation. Data on the financial position were obtained from the financial statements of organizations in the
KASE database (KASE, 2018).

Information is received for the period from 2016 to 2018. This forecast allows predicting the probability
of default of the borrower for one or two years. The regression analysis was performed in the statistical econ-
ometric package R.

Data based on the model formed in accordance with Basel recommendations must be reliable. In this
case, the reliability is confirmed, first of all, by the mandatory audit report and audit of the tax authorities. The
majority of organizations in industrial spheres have service of life is more than ten years.

The next stage of the study is data analysis. To study the relationship between indicators, a correlation
matrix was created.

According to the hypothesis of the research work, financial stability affects the assessment of the proba-
bility of default of borrowers of the estimated coefficients.

The objective of the research work is to determine the impact of financial stability assessment coefficients
on the assessment of the probability of default.

According to the relevance of the study, banks are not based on the fact that the expected credit costs
were not incurred, but on its prevention.

Now let's move on to the research methodology. Procedures that ensure that research goals are considered.
In particular:

— study design;

— data collection tools;

— data analysis and data collection procedures.

Study design. The model for estimating the probability of a borrower's default should be based on statis-
tical data collected by the bank over a number of years or over several economic cycles. In most cases, this
information is unavailable to external users during the course of the study. Therefore, the data was obtained
from the Kazakhstan stock exchange (Naceur,2018).

Data collection. In the course of the study, data was collected from calculating coefficients of the financial
statements of the list of companies in Kazakhstan stock exchange.

Data analysis, results, and discussion. To confirm hypothesis above, a Logit model was created in the
Logit model R statistical package program.

Thus, the Logit model is an econometric model that is not used in simple regression analysis methods.
Unlike the other models, it can only accept a limited number of dependent variable values, such as 0 or 1.

To put it another way, the most common model for assessing the probability of bankruptcy can be over-
viewed. These models allow you to determine an accurate assessment of possible bankruptcy risks. The model
for estimating the probability of bankruptcy is the logistic inverse equation. This is why it is called the logistic
backflow model (L-M) L-M (Logit model).

According to A. Gruzdev, the statistical package program R is widely used as statistical software for data
analysis and is practically a standard for statistical programs (Gruzdev, 2018).

The binary variable probability of default of the borrower's PD is obtained, which takes one of two pos-
sible values for building the model as a dependent variable:

—PD = 0 if any borrower organization has a good financial position at a certain stage;

—PD =1 if any borrower organization is in default at a certain stage.

To build a model of the probability of a creditor's default, 33 debt recipients in various industries were
selected and divided into two groups. Of these, 25 are good and 8 are in case of default. Enterprise data for the
two groups is selected randomly according to publicly available information. Data on the financial position is
obtained from the financial statements from the KASE database. Information obtained in the period from 2016
to 2018. This forecast allows you to predict the probability of default of the borrower for one or two years.

The regression analysis was carried out in the statistical econometric package R. We selected a number
of parameters that determine the level of financial stability of borrowers.

Financial stability is evaluated by indicators of liquidity, profitability, business activity presented in Ta-
ble 1.
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Table 1. Indicators selected for building a default assessment model

Indicator Name Economic content
K pokr Current ratio ability to repay short term liabilities at the expense of current assets
K avt Autonomy coefficient/Equity ratio |independence from external sources of funding
K ob cc Equity to non-current assets ratio | availability of the company's own working capital
K d to e |Debt-to-equity ratio describes the ratio of borrowed funds to equity
K ap oc Equity capitalization describes the share of fixed assets financed from equity sources
K obor ta |Current asset turnover ratio reflects the amount of turnover of the company's current assets for
the current period
K ct plat o |The degree of solvency characterizes the overall solvency of the enterprise
Note — compiled by the author based on the literature (Aleskerov F.T., Andrievskaja LK., Penikas G.I., Solodkov V.M.)

Today, mathematical assessment of Bank risks is widely used in foreign countries. Such assessments not
only contribute to the prevention of risks at the time of their occurrence, but also make predictions. For exam-
ple, F.T. Aleskerov presented mathematical models of Basel II risk assessment in Russian banks (Krylov,
2016).

The next stage of the study is data analysis. At the same time, organizations belong to industrial sectors,
the service life of the majority is more than ten years. All necessary data is provided in Appendix D. to create
a model, a set of codes is specified in Appendix E. To study the relationship between indicators, a correlation

matrix was created (Figure 1).
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Figure 1. correlation between the factors

Note — complied by the author in the statistical batch program R on the basis of warning-calculated data

As can be seen from the correlation picture, factors X4 and X5 are multicollinear. So we remove these
factors from the model. The concept of multicollinearity is fulfilled under the condition that a linear relation-
ship between the explained variable leads to a non-confidence regression. Correlation between multicollinear
factors leads to unreliable, unstable, and meaningless price dependence of multicollinear parameters. It cannot
make a correct decision about parameters.

Data obtained in accordance with Basel recommendations must be reliable. In this case, the reliability is
confirmed, first of all, by a mandatory audit report and an audit of the tax authorities. If all the conditions are
fulfilled, the sample variances of variables with control digits are large, and the variances of random variables
are small, then a good estimate can be obtained as a result.

Consideration of this issue affects the effective evaluation of regression. If the obvious indicator of two
or more independent variables is a time trend, then they are in close contact and this leads to multicollinearity.

To understand the effect of the mechanism on parameters, consider the following statement. There is a
linear dependence between the first and second factors (Rahmetova, 2016).

There are several ways to prevent multicollinearity:

— Removal method.

— Regression step.

In our case, we use the first method. Correlation connection without multicollinear factors is shown below

(Figure 2)
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Figure 2. Correlation between the factors
Note — complied by the author in the statistical batch program R on the basis of warning-calculated data
As can be seen from the figure, for risk management purposes, we observe that the coefficient of auton-
omy in case of default of the borrower organization is high. Other factors also have an impact, but they are
weak.

Results
As aresult of the above-mentioned analyses, during the audit of the banks’ loan portfolio, the Logit model

was used to assess the probability of a borrower's default. Now let's build a Logit model based on this correla-
tion (Table 2)

Table 2. Criteria for evaluating the significance of the model

Deviance Residuals:
Min 1Q Median 3Q Max
—1.76205 —0.52145 —0.23519 —0.02412 2.38113
Coefficients:
Estimate Std Error z value Pr(>|z|)
(Intercept) 1.12290 1.06782 1.052 0.2930
X1 K pokr —0.47052 0.47701 —0.986 0.3239
X2 K avt 4.40686 1.41149 3.122 0.0018 **

X5 K ap oca 0.60240 0.34719 1.735 0.0827.

X6 K obor ta -0.56717 0.31491 —1.801 0.0717.

X7 K ct plat o —0.09600 0.05556 —1.728 0.0840.

Signif. codes: 0 “***° (0.001 “**’ (0.01 ‘** 0.05 ‘. 0.1.,1. °~

Note — complied by the author in the statistical batch program R on the basis of warning-calculated data

As it is illustrated in the table, variables of X2 K avt show the most statistical significance at defining
default of organization. Statistical significance of variables X5 Kap oc, X6 K obor ta,and X7 K ct plat o
has a probability of 10 % which is explained by possibility of randomness of data. Understanding the causes
of default is important, but it is also important to anticipate it based on available data.

In other words, to what extent can the Logit model assume a default situation for the borrower? To answer
this question, we assume the probability of default of debt-receiving organizations based on data that we have
not previously seen in the model (based on 4 organizations).

Then the forecast results will be compared with the results of the test model. However, the Logit model
does not give a solution as 0 (no default) or 1 (default); it gives probability of organization to be in default

We must decide the type of probability limit to be used as a boundary between 0 and 1. Selecting an upper
limit reduces the number of false positives (the model assumes that the organization is defaulting, and the
organization is not defaulting). It also reduces the number of real positive results (the model assumes the case
of default for organizations that have been defaulted).

In each logit model, the probability of default is calculated using the General formula of the logistics

function:
P=1/(1+¢7), nH

where
P — probability of default occurrence (takes the values of 0 or 1);
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e — the base of logarithm (Euler constant is equal to 2,70828);
y — integral indicator depending on the created model

Lowering the limit works in the opposite direction, increasing the number of false starts as well as the
real positive number. To determine the accuracy of the forecast, it is important to set an average limit value. It
is defined by the ROC curve. In other words, through a curve. In social science, the ROC curve is used to
express an opinion about the quality of probability models.

We will test based on the other four companies as a test to determine the accuracy of the model. The
indicators of the coefficients calculated for testing are shown in Appendix J. In Addition, the curves were used
in product quality management and credit scoring. This is shown in the curve line on the figure (Figure 3).
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Figure 3. ROC curve in determining forecast accuracy
Note — complied by the author in the statistical batch program R on the basis of warning-calculated data

The Logit model curve above shows that the borrower is well qualified to determine the default status for
risk management purposes. It is in the range of 0.3, it has reached almost 70 % of the real positive indicators.
In the table below, we present a matching matrix that allows calculating the accuracy of the model (table 3)

Table 3. A matching matrix that allows you to calculate the accuracy of the model

Indicators Forecast =0 Forecast =1
Fact=0 3 3
Fact=1 3 2
Note — complied by the author based on calculated data

As can be seen from the results in the table, this fact coincides with the forecast that the financial condition
of the borrower company is satisfactory. The case of default of the borrower does not correspond with unit of
fact 1. This means that the specific financial position of the borrower company, expected in case of default, is
stable. Overall, the forecast accuracy is 83 %. This means that the results of calculating the probability of
default show that the proposed model can be used in practice.

Discussions

In our opinion, today the application of IFRS 9 “Financial instruments” in banks has set new challenges
for internal auditors. For example, according to the implemented standard, lending or effective and high-qual-
ity methodological advice to risk management departments on risk prevention, etc.

It is very important to consider the credit risks of borrowers based on the Bank's internal ratings in ac-
cordance with the model of assessing the probability of bankruptcy. This, of course, raises the internal auditor
to a new, high-quality level of credit risk management in banks.

Using models to assess the probability of a borrower's default and the amount of costs associated with a
default allows banks to lend only to trusted clients, take acceptable risks, and create sufficient reserves to
compensate for potential losses.
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Conclusions

The role of internal audit was defined to verify the correctness of credit policy implementation in con-
nection with the implementation of IFRS 9 “Financial instruments”. At the same time, corporate governance
has grown in importance as a key tool of the risk management system. Currently, it is expected that banks will
be given effective advice on developing acceptable and effective methods for assessing this credit risk with
the internal audit system. The Bank may provide various procedures for assessing the credit risk of the appli-
cation and analyzing the creditworthiness of the borrower. Assessment of the probability of a creditor's default
in banks is not yet sufficiently conducted. In this regard, we used the Logit model, aimed at preventing the
expected damage in order to reduce or prevent credit risk on the debt portfolio of banks. The model is based
on the financial indicators of 33 borrower organizations. And the ROC curve of the Logit model allowed us to
determine the default state of the borrower company. The model has been tested, so it can be offered in banks
in order to reduce credit risk.

In conclusion, a risk-based internal audit system will help ensure the financial stability of the second-tier
banks, because the debt portfolio was evaluated and found that the Logit model, which was used to predict the
probability of default of borrowers, is able to prevent risks. This is evidenced by the ROC curve of the Logit
model for predicting the probability of default. This model, developed by internal auditors to prevent risks, is
taken into account in the internal audit process.

Summing up, internal auditors contribute to the formation of a highly effective internal audit system to
ensure the bank's financial stability and the way of meeting modern requirements.
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A.H. JlambekoBa, JI.A. Temup6exona, 3.7K. CbI3abIKOBa

BankTepaeri imki aynuT: HecHesik ToyeKeJAi a3alTyAbIH dIiCHAMAJIBIK MoJeJi (JIOTUT-MO/1eJIb)

Anoamna

Maxcamoi: HeCHe ayIIBIHBIH 10T BIKTUMAIIABIFBIH OaFamayFa MyMKIHJIK OepeTiH MOJENbIi KOJIJaHy bl HET13-
Jiey JKOHE IMIKI ayHMTTIH XKYMBIC )KOCTIapbhl MEH ayJIuT OarmapiamMachlHa HECHEIK TOyeKelIi TOMEHIETY YIIiH Kaphi3
ayIIBIHBIH Me(OJIT BIKTUMAIIBIFBIH OaFanay bl €HT13yli YChIHY.

9oici: MaKanaza CaHAbIK AepEKTep, CTATUCTUKAIBIK MOIeTh (JIOrUT-MOeh) KOJIJaHbIIFaH.

Kopvimuvinovl: HOTIOKECIHIE OAHKTEPIiH HECHETIK MOpTdeIiHe ayauT KYPri3y YaKbITBIHAA HECHE aTyIIBIHBIH JIe-
(oNT KaFMalbIHBIH BIKTHMAJIBIFBIH Oaranay yrriH Jlorut-monens Konnaneurad. by Jlorut-monenbaig ROC KUCHIFBI
ToyeKkenaepi Oackapy MakcaThIH/Ia HecHe Ty IIbIHBIH 1e(OJIT jKaraaifbiH Ooinkayra MyMKiHIIK Oepeni. COHIBIKTaH MO-
JIeNTb HEeT131H/Ie HECHe ayIIBIHBIH Ae(ONT BIKTHMAIIBIFBIH OaFanay bl ilTKi ayTUTTiH )KYMBIC JKOCIaphl MEH Oarmapia-
MAachIHA €HT'13y YCHIHBLIFaH.

Tyorcoipvimoama: KOPHITBIHABUIAN Kelle, TOYSKeNIepre HeTi3IeNTeH IIKi ayIUT XKYiHeci KapKbUIBIK TYPAKThLUTBIKTEI
KaMTaMachI3 eTyre bIKnaln erefi. bi3 Hecue mopTdernin OaranaraHIbIKTaH )KOHE Kaphl3 AMyIIbUIaApABIH JS(OIT BIKTUMAII-
IIBIFBIH O0JDKay YIIiH maiinananeurrad JIoruT-Momens ToyekenaepAi OomapIpMaiTRIHBIH aHBIKTaABIK. Byt Typaisr nedont
BIKTUMAJIIBIFBIH Ooikay yiriH Jlorut-monenbaiH ROC-KUCHIFBI KopceTei.

Kinm ce30ep: imiki aynut, nedont, 60IpKay, HECHENIK ToyeKen, KapKbl Kypanaapsl, Jlorut-moens, ROC-KUCHIK.

A.H. Jlam0exoBa, JI.A. Temunp0ekona, J.7K. CpI31bIKOBa

BHYTpeHHI/lﬁ ayauT 0aHKOB: MeTOa0JIOrH4ecKast MoJaelb
CHUKCHUSA KPEAUTHOI0 pUCKa (JIOFHT-MO).IGJ'II))

Annomauusn

L]ens: 000CHOBATH MPUMEHEHUE MOJICITH, TIO3BOJISIONICH OIIEHUTH BEPOSITHOCTD Ie(OITa 3aEMILUKA, U IPEIIOKUTH
BKITIOUYHTH B TUIAH pa0OTHI IPOTPaMMBI BHYTPEHHETO ayIHUTa U OICHKY BEPOATHOCTH Je(oIiTa 3aeMINUKa A CHIKCHUS
KPEIUTHOTO PUCKA.

MemooOuvl: B CTaThe UCIIONB3YIOTCS KOJIMYCCTBEHHBIC TAHHBIC, CTATUCTHYCCKAsI MOJIENb (JIOTUT-MOJIEIE ).

Pesynomamei: B pe3yabTaTe Ipy MPOBEICHUH ayIUTa JOJITOBOTO MOpT(es OaHKOB TS OICHKH BEPOSTHOCTH Je-
(ota 3aemMIIMKa ObIIa HCITOJIb30BaHa JIOTUT-MO1eb. KpuBas ROC 3ToM JIOTHT-MOIEITH TTO3BOJISIET TIPOTHO3UPOBAThH CH-
Tyanuio nedora 3aeMIIrKa B LENAX YIpaBiIeHHs pHckaMd. 11o3ToMy mpemmaraercsi BKIIOYUTH OLEHKY BEPOSTHOCTH
nedonra 3aeMIINKa Ha OCHOBE MOJICITH B IUIaH pabOTHI M IPOTPaMMy BHYTPEHHETO ayauTa.

Bv16000b1: B 3aKITIOUEHNE CIIEAYET OTMETHTD, YTO CHCTEMa BHYTPEHHETO ay/InTa, OCHOBaHHAs Ha PUCKax, Oy/AeT CIo-
coOcTBOBaTH OOeCTIeueHN0 (PMHAHCOBOM CTAOMIILHOCTH. Tak Kak MBI OIEHWIH JOJITOBON MOPTQENb U BBIICHHIHN, YTO
JIOTHT-MOJIEIb, KOTOpasi HCIIOB30BAIach IS IPOTHO3UPOBAHUS BEPOSTHOCTH AedoiTa 3aeMIINKOB, MOKET IPEeI0TBpa-
TUTh puUcku. O06 3TOM cBuneTenbcTBYeT ROC-KpHBast JOTUT-MOJICITH IS IPOTHO3UPOBAHUS BEPOSTHOCTH JehoTa.

Kniwouegvie cnosa: BHyTpeHHUH ayuT, 1e(oIIT, IPOrHO3UPOBAHHE, KPEIUTHBIN PHUCK, (PMHAHCOBBIC HHCTPYMEHTHI,
snorut-mojenb, ROC-kpuBasi.
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The system of stimulation of work in modern conditions

Abstract

Object: is to develop scientifically based recommendations for improving the system of labor incentives in modern
conditions based on a comprehensive analysis and evaluation of the system.

Methods: When writing the article, the following methods were used: methods of scientific analysis, synthesis, and
structural analysis.

Findings: 1t is revealed that in modern conditions, the human resources potential of the modern economy is the most
important strategic factor affecting the country's competitive advantages in the world. In the course of the study, the
factors that influence the formation of the labor incentive system were classified. the main principles of building an
effective motivation system in modern conditions are revealed, its types are considered, and modern theories of motivation
are analyzed.

Conclusions: In the course of the study, the authors concluded that it is necessary to apply more flexible approaches
to determining the level of the basic salary and the variable part of the salary, the need to link the salary with the final
performance indicators of both the individual employee and the entire structural unit, as well as the enterprise as a whole.

A classification of factors that influence the formation of the labor incentive system is proposed, including two
groups: external (objectively existing and independent of the company's management) and internal (formed and dependent
on the company's management).

Keywords: management, stimulation, motivation, economy, management, activity, system, enterprise, personnel,
process, remuneration.

Introduction

Any stimulation of labor implies exchange. The employer hires employees in order to use their
knowledge, skills, and experience in the production process of making material and spiritual goods. Employees
are hired to the employer to obtain from him certain socially significant benefits. The exchange must be fair,
equivalent. The stimulation of labor will be effective only with an equivalent exchange.

Higher needs have receded far into the background, and the behavior of most workers is controlled by
lower needs (according to Maslow's hierarchy), which is both a consequence and a reason for the formation of
a specific mentality of the modern worker. Stimulation of work of the domestic enterprises is directed on
formation of such behavior of the worker, which allows the organization to achieve the purposes. The process
of stimulation is to create a certain work situation that would affect the needs of the individual.

The purpose of the study is to develop scientifically based recommendations for improving the system of
labor incentives in modern conditions based on a comprehensive analysis and evaluation of the system. The
main methods used in this study are methods of scientific analysis and synthesis, structural and factor analysis.

For effective use of available methods of influence on employees, we classify incentives according to
different criteria. Classification allows you to identify the mechanism of action of each stimulus.

According to what needs are met by incentives, they can be divided into tangible and intangible. Material
incentives always contain elements of commodity-money relations and are monetary and non-monetary. Mon-
etary incentives include salary, various bonuses, additional payments, allowances. Cash payments are made in
accordance with the quantity and quality of labor invested by the employee in the organization. Non-monetary
payments may be made in the form of in-kind remuneration, issuance of permits, official cars, provision of
official housing, in other forms.

Cepusi «9koHomuka». Ne 1(97)/2020 75



A.A. Legostayeva, Ye.D. Orynbassarova, Zh. Vladimirov

Once you have defined the objects of impact, proceed to the elucidation of the psychological aspects of
motivation. At this stage, character traits, properties of individuals, their value orientations, attitudes, ideals,
personality type are investigated When developing a labor-intensive system at the enterprise, the author con-
siders the following requirements:

1. Complexity — when developing incentive systems, various types of incentives (tangible and intangi-
ble, group and individual, positive and negative) should be used, in view of the existing approaches at the
enterprise and personnel management experience.

2. Differentiation is an individual approach to stimulating different groups of workers. As we have al-
ready noted, different incentives should be used towards qualified and unqualified, young and old, male and
female employees, etc.

3. Flexibility is the need for continuous monitoring and adjustment of the incentive system depending on
changes in employees’ motivation affected by the value changes of the society as a whole and within the
working team.

4. Promptness implies a quick response of management to reducing employees’ motivation, and reducing
the effectiveness of incentives. The main signals of inefficiency of the incentive system include: fatigability
and irritability of employees; tardiness and absenteeism; overt or covert sabotage; conflicts with management
and the team; reduced interest in work; reduced loyalty to the company; violation of performance discipline;
low performance results; propensity to change jobs.

Hypotheses. Research on labor incentives in recent years has shown that it has undergone negative struc-
tural changes as a system.

In modern conditions, the personnel potential of the modern economy is the most important strategic
factor affecting the competitive advantages of the country in the world.

Stimulation of labor activity involves the use of all various forms and methods of regulation of labor
behavior.

The human resources potential of the modern economy is the most important strategic factor affecting
the country's competitive advantages in the world.

Literature Review

Based on the goal-setting theory of E. Locke, the incentive system at the enterprise should include the
goals of both the company’s management and the individual employee (Bazarov, 2010)

Therefore, during its development, it is necessary to carefully study what motives determine the behavior
of personnel, and what incentives the enterprise can provide to employees so that they can fulfill their needs
and receive material or moral benefits.

Thus, the incentive system should:

—make the employees to feel confident and secure, serve the goals of employee’s satisfaction and im-
prove the quality of work;

— orient the employee to achieve the corporate objectives and the desired result;

— combine the rigidity of the remuneration determination rules and flexibility in responding to changes
in the external and internal situation in the organization;

— serve not only as the motive of work, but as a control mean (lever) for managers. Within the incentive
system, the manager should be able to both encourage and punish the employee.

The management of the enterprise should to carefully study the individual needs of the employee, there-
fore, his motives for labor activity. With the same individual approach, it is necessary to develop an incentive
system. For one category of employees, a large salary can be a good incentive, for another category, it is an
opportunity to distribute their working time on their own, for the third one — the prospect for advancement in
this enterprise.

Most researchers — A.Ya.Kibanov, [.A. Batkayeva, Ye.A. Mitrofanova, M.V. Lovcheva, [.A. Essau-
lova, A.P. Grachev, S.A. Shapiro — two types of incentives are usually distinguished: material and non-ma-
terial.

In the works of the researchers listed, material incentives are considered as a set of material benefits
provided to staff for the labor contribution made to the enterprise performance, and non-material incentives
imply obtaining a set of benefits provided to the employee and not related to payments and substantial mone-
tary costs of the enterprise. At the same time, material incentives are divided into monetary and non-monetary,
and non-material incentives into moral, social and organizational.

76 BecTHuk KaparaHauHckoro yHusepcuTeTa



The system of stimulation of work in modern conditions

D.A. Ashirov in his work “Labor: incentives — motives — motivation” (Ashirov, 2018) proposes the fol-
lowing classification of incentives:
1. By incentive direction:
a) positive incentive;
b) negative incentive.

2. By incentive resource base:
a) economic incentives;
b) administrative incentives;
¢) social incentives.

3. By types of incentives:

a) material incentives;
b) material and social;
¢) moral and psychological.
4. By way of providing a stimulating effect:
a) direct incentives;
b) mediate incentives;
¢) leading incentives;
d) postponed incentives.

Let us consider this classification in more detail.

The first feature (incentive’s orientation) is reflected in the content of the managerial impact, which can
be either encouraging or blaming; i.e. cause a positive and negative reaction among the staff to whom the
managerial impact is addressed.

The second feature (resource bases of incentives) is associated with the essence of the subject, through
which it turns out to be a stimulating effect. In this regard, various kinds of resources involved in production
and management serve as a source of incentive. They include:

— economical;

— administrative;

— public.

It is obvious that the construction of the motivation and incentive system will be largely determined by
the economic situation of the organization, the latter, in particular, will critical for the ratio of various resources
involved in the incentive schemes used.

When it is impossible to use large-scale economic resources, you need to address to a greater degree to
administrative resources, based on the rationing of employment behavior and, mainly, punishment for non-
compliance with the established norms.

Community resources are expressed in various kinds of effects associated with joint activities, as well as
in the mentality, manifested in labor and organizational behavior of staff.

The third feature (variety of incentives) reflects the specific representation of the incentive in management
practice. Material, material and social, and moral and psychological incentives are widely used here. If with
respect to the first and third types there are well-established ideas, then the second type — material and social
incentives — needs to be clarified.

Material and social incentives are connected to currently received loans, insurance, participation in man-
agement and profits (entrepreneurship, pensions, etc.). It is easy to see that these incentives are associated with
a certain material (financial) support, but at the same time they cannot be attributed to exclusively material
incentives in the classical meaning of this concept, since they are not directly included in the salary and are
not directly related to individual labor’s performance.

Such incentives can be classified as social, because they are aimed directly at improving the quality of
life and improving the working conditions of staff through participation in enterprises’ activities. It can be
carried out in special programs or in the creation of its own social funds.

Due to the fact that, on the one hand, this kind of incentives is based on the material (financial) base, and
on the other hand it has a social orientation, it is proposed to distinguish them in a special type — material and
social incentives. The analysis shows that at present this type is becoming more widespread and seems very
promising.

The fourth feature (the way of providing a stimulating effect) is also insufficiently analyzed in special
works. Basically it is not specially distinguished, although it takes on greater and greater importance in
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management practice. This feature is based on temporary differences and the nature of connections in the
incentives. The authors of the article propose to classify incentives by their temporal characteristics:

— direct;

— mediate;

— leading;

— postponed.

Direct incentives are expressed in wages and all other forms of payment for individual labor, as well as
in administrative and public incentives (e.g., gratitude, reprimand, etc.). In this case, labor performance or
employee’s action and the incentive should be connected. In other words, cause and effect are based on a direct
sequence and direct relationship.

Mediate incentives are intended to change certain conditions and circumstances associated with labor or
directly related to it, in order to influence individual and collective performance of labor. Such incentives
include professional development, delegation of authority, improvement of the organizational structure, im-
provement of working conditions, improvement of the quality of work and rest schedules, etc. It is obvious
that all these features do not directly affect the increase in individual productivity and therefore they can be
called indirect incentives. In other words, it is impossible to estimate exactly to what extent they will affect
the employee’s motivation, but it is assumed that their humanitarian focus, as well as the improvement of
personnel management, will lead to positive effects.

Leading and postponed incentives differ in their purely temporal characteristics. Leading incentives in-
clude various types of advances, credits, loans, etc. material incentives.

From administrative incentives — various kinds of career advancement, empowerment, granting of offi-
cial privileges, from public incentives — approval and support received. All this anticipates the subsequent,
individual labor performance. The value of leading incentives is recognized to be quite effective, although
there are cases of the opposite order. The latter is most often associated with advances through salary.

Postponed incentives are most often represented in the material and social form of incentives. Especially
in the pension systems. These incentives are widely spread due to the social orientation of the state, the in-
volvement of companies in the implementation of social programs, and also as a result of an increase in social
wealth and recognition of human resources as the main ones.

Methods

New approaches to incentives involve the abandonment of traditional time-based systems or payment by
complexity coefficient, etc., as well as their replacement with remuneration consisting of two components: the
base rate and additional incentive payments, depending on individual results and/or the performance of the
unit/company.

Therefore, in this paper, we will look at these two most important components in more detail.

Results

Base wages is a monetary remuneration to an employee for his/her work in an organization or for per-
forming duties at a given position (workplace) in accordance with the measure and quality of the labor invested.
It consists of the official salary (usually monthly). At some enterprises, in addition to the official salary, the
basic wages include a qualification allowance.

Official salary is a guaranteed monetary remuneration paid to an employee in accordance with an em-
ployment contract (or any internal regulatory document of the organization, which increases the remuneration
specified in the employment contract) regardless of labor performance. It should be noted that in connection
with this “regardless of labor performance,” in practice, the official salary in itself has not the highest incentive
effect for the employee.

The employee’s official salary is determined depending on a number of factors (Kibanov et al., 2013)

— skill level,

— complexity of work performed;

— degree of independence of work performance;

— degrees of responsibility for managing the work of other employees;

— intensity, harmful exposure (including hazards) of labor;

— cost of living in the region (city, settlement);

—natural and climatic characteristics;

— industry specifics.
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In modern management there are the following approaches to determining the level of the base salary
(Shapiro et al., 2012)

1. Ranking method. It assumes the division of all types of work usually based on the complexity of the
work performed. There are the following methods for determining the complexity of work:

a) Ranking is a non-analytical method, since the work is assessed as a whole, based on the impression it
makes.

b) Classification by complexity is a semi-analytical method, in which an impartial, but not exhaustive
analysis of qualification requirements is carried out.

¢) Itemized ranking is an analytical method that requires a very detailed study of qualification require-
ments. The definition of the salary level is basically preceded by an assessment of labor (work complexity).

The advantage of this salary adjustment method is simplicity and accessibility for any organization. The
disadvantage is that this method can be used only in relatively small organizations with a narrow list of em-
ployees’ positions. Besides, with this method, the subjectivity of assessing the complexity of the work is great.

2. Factor comparison method. More formalized quantitative method of labor assessment. It includes the
definition of several compensable factors (for example, responsibility, independence, mental burden), each of
which may have several degrees, as well as the degree to which each factor is present in a particular type of
work. For example, types of work may have 5 degrees of responsibility. In addition, each degree of each factor
is assigned a certain number of scores. After that, we determine the extent to which each of the compensated
factors (for example, responsibility) is present in the work, summarize the corresponding scores for all factors
and obtain the overall scoring of the work.

3. Job classification (or grading) method. Types of labor are divided into groups. These groups are called
categories (classes) if they include only similar types of labor, or ranks, if they include types of labor that are
similar in complexity but differ in other characteristics. This method also includes the most popular salary
adjustment method using the rate ranking system. Development of a multi-rank rate scale is the most common
form of remuneration in most countries of the world.

4. Grading method is grouping of positions for certain reasons (definition of “weight”, classification, etc.)
in order to standardize remuneration in an organization. A way to determine the value (weight) of a particular
position for the organization. Essentially, grading is a way of rating.

Grading objectives:

a) Comparison of positions by specified parameters and ranking of works by significance for the enter-
prise. In this case, the task of raising the prestige of a certain employee in an organization or horizontal pro-
motion within a grade, that is, salary increase, can be solved. Besides, just the intersecting boundaries of the
grades make it possible to make a so-called horizontal career: an employee can be moved to another grade
(increased) without salary increase.

b) Rating (salary adjustment) based on the significance of work or a position for the enterprise. It allows
you to pay not only the market value of the employee, but also the value of his/her work for the company. In
addition, since grades combine positions of similar content and different hierarchical levels, this makes it pos-
sible to “tie” to different grades different levels of additional monetary and natural incentives: the difference
in the volume and content of social packages, benefits for different categories of employees, etc.

¢) Motivation is career motivation for employees, engagement motivation for candidates.

Basically, as sated above, grading is a type of work rating, but it also has fundamental differences, which
are reflected in table 1 (Kibanova et.al., 2013).

Table 1. Difference between the grading system and the rating system

Rating system Grading system
1 2

The system is based on the assessment of professional | A wider number of indicators included in the assessment of the
competencies (knowledge and skills), as well as work | position: in addition to knowledge and skills, such characteris-
experience. tics as freedom of thinking and complexity of the issues being
addressed, level of position’s responsibility (freedom of action,
field of activity, type of influence of the position on the perfor-
mance) are assessed.

The basis of the structure is the minimum wage, which | The basis of the structure is the weight of the position, esti-
is multiplied by the corresponding rate factor mated in scores
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Continuation of Table 1

1 2
Position building hierarchy Possible intersection of two nearby grades, i.e. an employee of
a lower grade may receive a higher wage than an employee of
a higher grade through professionalism
There is a clear position building hierarchy vertically | The position structure is formed according to the emphasis
from worker to director In the structure principle of this position for the company
Note — drafted by the author based on the source: 5,7

The grading method involves the following steps (see Figure 1).

.. Position .. . ..
Goal definition / T / Position evaluation / Grade definition /

Development of salary Analysis and correction of

Labor market analysis . . ;
y / “brackets” inconsistencies

Figure 1. Grading stages
Note — drafted by the author based on the source:8,9,10

The specific sizes (levels) of official salaries are determined individually by each organization, and de-
pend primarily on the market value of the job (position) and internal assessment of the work importance for
the business, on the content, complexity and skill level required to perform a particular work.

Positions are evaluated by the evaluation committee using substitution profile tables, based on three
groups of factors that are considered the most important.

The first group of factors include knowledge and skills required for work. There are three main elements:
technical knowledge and skills, managerial and interpersonal qualities.

The second group of factors is issue resolution. It includes two main elements — the freedom of thinking
and the complexity of the issues to be solved.

The third group is the level of responsibility. Includes: freedom of action, field of activity, the type of
position’s influence on the performance, as any system, the grade system has its advantages and disadvantages,
by analyzing the sources (Malova, 2016)

The main types of premiums are:

1. Premium for individual employee performance. It reflects the possibility of direct individual influence
of the employee on his/her performance. If this is not the case, then one of the incentive principles “Pay for
real work, not for participation in the process” is violated. It is accrued by pre-determined bonus indicators,
which are determined individually for each employee (position).

2. Premium for contribution to the work of the structural division. It is used to stimulate better interaction
and mutual assistance between employees of the structural division to increase his/her performance as a whole.
A bonus fund is calculated for each structural division of the organization. The bonus fund is distributed among
employees of the structural division using the labor participation coefficient (LPC).

LPC determination procedure:

LPC is tied to the official position or qualifications of the employee;

b) scoring method (performance by predetermined indicators are taken into account (including their scor-
ing) every day basically by the head of the structural division; the scores are summed up at the end of the
month);

c¢) combination of the first two methods.

3. Premium for the overall performance of the organization. The main purpose is to motivate employees
to increase the overall performance of the organization. It can be paid at different intervals (for example, quar-
terly, semi-annually, annually) and apply to various categories of personnel (for example, only to the owners
of the organization and top managers; only to top- and middle-ranking managers; to top- and middle-ranking
managers and employees of structural divisions, “bringing money” to the organization; for all permanent (full-
time) employees of the organization).
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4. Target bonuses. It is used to stimulate effective work and activity of employees when performing in-
dividual targets. For example, for innovation, initiative shown, raw material and material saving, improving
the quality of products (works, services), work experience in the organization, etc.

The bonus system organization procedure for personnel is regulated by a special “Provision on bonuses”.
In addition, the provision on bonuses can be developed for a certain category (group) of personnel or extend
to a specific structural division (group of divisions) of an organization.

The provisions on bonuses should include:

— indicators and specific conditions of bonuses;

— amount, scale and terms of bonuses;

— circle of awarded employees;

— source of bonuses.

Bonuses can be made by one or a group of agreed indicators. Experts identify four main groups of indi-
cators of bonuses, stimulating employees for individual performance. They include:

1. Quantitative indicators: fulfillment and over-fulfillment of production targets for output and nomen-
clature, percentage of performance standards, ensuring uninterrupted and smooth operation of equipment,
compliance with or shortening the planned repair time, performance of a smaller number compared to the
standard, reduction in labor intensity of products, etc.

2. Quality indicators: improving the quality of products, the percentage of delivery of products from the
first presentation, reducing the defect rate, increasing the grade of products.

3. Saving of resources used: economical consumption of raw materials and materials, fuel and electricity
saving, reducing the cost of maintenance and repair of equipment.

4. Rational use of technology: compliance with the terms of development of new equipment and advanced
technology, adherence to technological discipline, increasing equipment load factor.

For managers, professionals and employees, bonuses are primarily related to profit. There are proposals
on the need to include in the bonus system for heads of organizations such indicators as the fulfillment of
contractual obligations, the growth in production, and the provision of output of modern technological level
and quality.

The condition for bonuses is usually the work during the accounting period and the fulfillment of the
established indicators. One of the most important conditions for the bonuses is the compliance with labor
discipline. Employees who have fulfilled bonus indicators, but have committed absenteeism or have appeared
at work under the influence of intoxicants, have committed a different disciplinary offense (for example, vio-
lating the process rules for manufacturing products), do not accrue a right for the bonus in full. As a rule, they
are either not rewarded (in the event of a serious misconduct), or they are paid a premium in a smaller amount
than employees who have fulfilled both the indicators and the conditions for bonuses. An employee who has
not fulfilled the bonus conditions does not acquire the right to a bonus or does not acquire the right to a bonus
in the established (basic) amount.

Speaking about the bonus system, we should not forget about such an important point as bonus reduction.
Bonus reduction is a procedure for reducing the amount of an already earned premium.

The purpose of bonus reduction is to increase the labor, production and process discipline of employees.
Sanctions for violation of labor discipline can be contained either in the Regulation on bonuses, in the form of
an independent section “Bonus Reduction Procedure”, or regulated by an independent document (for example,
the “Regulation on the defect-free labor system”). Depending on the severity of the violation, the amount of
bonus reduction can be set from 15 % to 100 %.

Traditionally, within the economic sciences, which mainly develop this problem, incentives are divided
into material and moral ones. Such a separation of incentives, in our opinion, does not look quite correct. More
precisely, the whole set of applied incentives could be divided into economic associated with material incen-
tives for labor and non-economic associated with organizational, status and moral incentives (Oganesyanet al.,
2012). A non-economic labor incentive system is shown in Figure 2. Let us consider each element of the
proposed scheme in more detail.
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Non-economic work incentives

Organizational Status Moral
Y4 h .
flexible participation in recognition of
corporate | working overatin management possibility of career merits and
culture | conditions Ir)no desg of the selfrealization | development authority of the
organization worker
£ J\ b

Figure 2. Non-economic labor incentives
Note — drafted by the author based on the source: 10, 11

Organizational incentives of labor activity is a tool of organizational management that includes a system
of interrelated incentives that regulate employee behavior by increasing his/her job satisfaction in the organi-
zation and encouraging employees to creatively perform their functions aimed at implementation of the organ-
ization’s strategic goals (Artyuhova et al., 2015). We allocate four elements to organizational incentives meth-
ods:

1. Corporate culture is a corporate-wide value system that allows an employee to feel involved in an
important (reference) group of people, to receive recognition of his/her own professionalism from it. According
to Maslow — these tools help to fulfill the needs for acceptance and respect.

The tools of corporate culture include the following:

— organizational management structure;

— leadership style;

— clarity of function allocation;

— decision making mechanism;

— work standards;

— performance evaluation;

— internal and external communications;

— corporate style;

— corporate traditions and holidays;

— scientifically based selection, training and periodic certification of executives;

— recruitment of primary divisions, taking into account the psychological compatibility factor;

— applying social and psychological methods that contribute team members to develop the skills of effec-
tive mutual understanding and interaction;

— ways to resolve conflicts, etc.

2. Labor conditions are a complex objective social phenomenon that is formed in the labor process under
the influence of interrelated factors of a social and economic, technical, organizational and natural occurrence
and affecting human health, performance, his attitude to work and the degree of job satisfaction, and labor
productivity and other economic performance, on living standards and the all-round personal development as
the main production forces of society (Buhalkov, 2016).

According to Maslow’s theory of motivation (Agafonova et al., 2017), the tools of this group primarily
satisfy physiological needs.

This group of tools includes everything that anyhow provides employees with comfortable work:

— work place;

— sanitary and hygienic conditions (temperature, light, the content of harmful substances in the air, wind
speed, dust, humidity, etc;

— workplace equipment;

— provision of workwear and safety footwear;

— transportation services;

— provision of mobile communications;

— catering;

— medical service;
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— sports, etc.

3. Flexible modes of operation. The necessary elements of the flexible working hours basically are
(Lobanova, 2015) variable (flexible) hours at the beginning and end of the working day (shift), within which
the employee has the right to start and finish work at his discretion; fixed hours — the hours required to stay
at work for all employees in accordance with the flexible working hours. Thus, the working day in the appli-
cation of flexible working hours is conditionally divided into 3 parts: two flexible time intervals — at the
beginning and end of the working day and a fixed interval between them, divided, in turn, also into two parts
by a lunch break.

The authors of the article identified two main options for a flexible working time system:

— with the obligatory observance by employees of the fixed working hours. With this option, employees
who come to work later must work out the due time on the same day;

— with the obligatory observance of the weekly or monthly fund of working hours. In this case, employees
can transfer the difference between the hours worked and the hours required from one day to another or from
one week to another during the same month.

With help of the working schedule, some social problems can be solved, in particular:

— reduced labor market strains (for example, the spread of flexible working hours for working women by
organizations will allow them to successfully combine motherhood and career, thereby stimulating birthrate);

— chronic fatigue, lack of sleep and stressful situations were eliminated (for example, when developing
and implementing advanced labor management techniques ensuring adequate rest for workers and employees
who perform work duties in shift working hours, as well as in irregular working hours), etc.

The disadvantages of using this working hours are:

— not suitable for all employees, because it requires a great concentration, responsibility and self-control
for an employee;

— such work creates some isolation of people, since working relationships play an important role in the
social relations of society;

— with the mixed working hours (some employees work according to a flexible schedule, and the rest —
according to standard conditions), envy and ill will to each other may arise;

— additional costs from employers for the introduction of additional control and accounting of working
time and labor remuneration to such employees;

— a negative impact on the career growth of employees performing their duties in the flexible working
hours.

4. Participation in organization management. Knowing the labor motivation structure of employees, it is
possible to more accurately predict which forms of incentives will be most effective for one or another category
of staff of the organization. One of the most promising forms of employees’ group behavior, leading to an
increase in the performance of the collective work and the achievement of its goals, is participative manage-
ment, which is also one of the employee incentives methods

The International Institute for Labor Studies describes participative management as a process in which
employees and other categories of personnel have the right to make management decisions within an enter-
prise, with the elements of participative management being considered as a condition for a full implementation
of employees’ labor potential within the concept of quality of working life (Potudanskaya et al., 2016)

Participative management can also be viewed as remuneration programs seeking to increase internal mo-
tivation and interest of employees in the labor process by expanding their authority in the activities of the
company. Unlike most remuneration systems based on the individual contribution of employees, the partici-
pative management is based on the recognition of the mutual interests of all members of the firm, which helps
to integrate these interests and increase the interest of employees in performance.

Thus, the participative management structure provides for more active participation of employees in de-
cision making, primarily within their area of responsibility, increases employee motivation, increasing respon-
sibility for their performance, reduces the possibility of labor conflicts, eliminating many organizational and
managerial reasons (Surkova, 2017).

Status labor incentives is focused on professional growth, increasing the authority in the team. These are
promises to the employee of more interesting (profitable) work, increasing his/her social value in his/her own
eyes or the eyes of those around him/her, which actually influence the change of status, and hence, the receipt
of additional material benefits. The influence of these incentives is most noticeable not at the time of presen-
tation of another job, position, but at the stage of waiting, when a person mobilizes his/her internal reserves in
order to get what he/she wants, to move to these new positions (jobs, posts). This group includes everything
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that gives company employees the opportunity for career growth, develop, achieve significant goals for them-
selves. According to Maslow — these tools contribute to the fulfillment of the need for self-fulfillment:

— professional development;

— career development;

— possibility to make decisions;

— internship and training;

— innovation incentives.

Moral stimulation of labor activity is aimed at regulating the employee’s behavior on the basis of objects
and phenomena reflecting public recognition, increasing the employee’s prestige.

Incentives of this kind triggers motivation, based on the fulfillment of the need to express appreciation
and be recognized. The essence of regulation is the transfer and dissemination of information about the labor
performance, achievements in it and the merits of the employee to the team or organization as a whole.

Instruments of moral incentives for staff (Pritvorova et al., 2018).

— systematical informing the staff about the state of affairs in the organization (extended meetings, meet-
ings of the work team, presentations of successful projects, organized internal PR, targeted ideological work,
local corporate media, corporate identity, etc.;

— organization of corporate events (professional competitions, master classes, labor competitions, corpo-
rate events, newsworthy events, team building events, etc.);

— official recognition of merit (presentation to state, professional and public awards, awarding honored
employees with certificates, diplomas, corporate awards, valuable gifts, vouchers, sums of money (status pre-
miums), mentioning at meetings, public events, honor roll), etc.).

Discussions

Thus, it should be noted that the path to effective personnel management lies through an understanding
of its motivation. Only by knowing what drives a person, what motivates him to act, what motives lie at the
basis of his behavior, an effective system of forms and methods for work collective management can be de-
veloped. To do this, you need to know how certain motives arise, how and by what kind of incentives, these
motives can be brought into action. In organizations where people closely interact with each other, the use of
incentives should take into account the needs and their satisfaction, the entrepreneurial spirit and interests of
the individual, and even the character and way of life. Then the incentives will be truly effective and personally
meaningful. This article highlights the principles of labor motivation, as well as the conditions under which
the labor motivation is formed or not formed. It was noted that changes in the socio-economic conditions of
the economy have a multi-sided, often contradictory effect not only on the nature and performance of work,
but also on its motivation. On the basis of the works of P. Drucker and A.N. Vashchenko, global modern trends
of changing labor motives and their transformation in the conditions of our country are revealed.

Conclusions

— In this article, a classification of factors influencing the formation of the labor incentive system was
proposed, which includes two groups: external (objectively existing and independent of the company’s man-
agement) and internal (formed and dependent on the enterprise management); and the influence of these factors
in the conditions of the Republic of Kazakhstan was considered.

— The main building principles of effective incentive system were also revealed in this studyits types were
also considered — economic and non-economic. The conclusion is made about the need to apply more flexible
approaches to determining the level of base wages, and the variable part of wages, the need to link wages with
the ultimate performance of both an individual employee and the entire structural division, and the enterprise
as a whole.

— Modern motivation theories were analyzed from the point of view of their impact on the efficiency of
the use of labor resources, as well as from the point of view of their use as a basis for the analysis of foreign
incentive systems for employees.

— It follows from the literature analysis that non-economic incentives play an increasing role in labor
incentives for employees, as it allows to satisfy not only their basic needs, but also the needs of higher levels
and create a favorable atmosphere in the workforce. This is achieved by expanding the participation of em-
ployees in enterprise management, using flexible working hours, creating a corporate-wide value system that
allows an employee to feel involved in an important group of people, to receive from recognition of his/her
own professionalism from it.
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Kaszipri sxarnaiina eH0eKTi bIHTAJAHABIPY Kyiieci

Annomauusn

Maxkcamer: xylieH] KelIeHAl Tannay >koHe Oarajiay HETi3iHZe Kasipri jkaraaiia eHOCKTI BIHTAIaHABIPY JKYHEeciH
KETUIIIpy OOMBIHIIA FRUTBIMU HET13/I€JITeH YCHIHBIMIAap bl 93ipJey.

O0ici: MaKasa ’kKa3FaHaa MbIHA 9JIiCTEp KOJIAHBUIFaH: FRUIBIMU Taj/ay, CHHTE3 JKOHE KYPBUIBIMJIBIK TaJay 9Jlic-
Tepi.

Kopvimuinovl: Ka3ipri ke3eHIe Kasipri 3aMaHFbl SKOHOMHKAHBIH KaJpJIbIK QJICYETi dJIeMIETi enaiH 0oceKenecTiK
apTHIKIIBIIBIKTAPbIHA OCEP €TETIH MaHBI3Bl CTPATETHSUIBIK (aKTOp OOJBIT TaOBUIATHIHBI AHBIKTAJIBL. 3epTTey
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OapbIChIHAA €HOEKTI BIHTAAHIBIPY JKYHECIH KaIBINTaCTRIpyFa acep eTeTiH dakropnap xikrendi. Kasipri skarmaiina mMo-
TUBAIMSIHBIH THIMJTI )KYHECIH KYPYAbIH HETI3r1 MPUHIUITEP] aHBIKTAIABI, OHBIH TYpJepi KapacThIPbLUIFaH, MOTHBAIIHSI-
HBIH Ka3ipri 3aMaHFbI TCOPUsIAPHI TAIAHFAH.

Tyorcoipvimoama: 3epTTey OapBICHIHIA aBTOPIAP Oa3albIK JKaTaKbl NCHTCHiH JKOHE KaJIaKbIHBIH ayBICIIalbl OOIIriH
aHBIKTayFa HEFYPJIBIM HKEM/II TOCUIACP Il KOJITaHy KaXKETTLIIT, )KaTaKbIHBI )KEeKeJIeTeH KbI3METKEP/IiH Je, COHai-ak oap-
JIBIK KYPBUTBIMJIBIK OOTIMINCHIH JIe, COHali-aK TyTacTail alFaHIa KOCIIOPBIHHBIH KBI3METIHIH TYIMKUTIKTI KOPCETKIIITe-
piMeH OaiaHBICTBIPY KQXKETTIrl Typajibl KOPBITBIH/ABI )KacalFaH.

EHOeKTi BIHTATAHIBIPY XKYHECIH KAIBIITACTHIPYFa 9Cep €TeTiH (aKTOpiap/Ibl KIKT€y YCHIHBUIIBI, OJT €Ki TONTaH
TYpPaIbl: CBIPTKBI (OOBEKTHBTI XKoHE KOCITOPHIH OACIIBUIBIFEIHAH TOYEJCi3) KoHE iMmIKi (KOCIMOphIH OacIIbUIBIFEIHAH Ka-
JIBITITACATBIH XKOHE TOYEITi ).

Kinm co30ep: 6ackapy, bIHTATIAHIBIPY, MOTHUBALINS, IKOHOMHKA, MEHEKMEHT, KbI3MET, JKYHe, KCIOPBIH, KbI3MET-
Kep, MpolLecc, eHOCKAKbI TOJIEY.

A.A. JleroctaeBa, E.JI. OpbinoacapoBa, 7K. Bnagumuposn

Cucrema CTUMYJIUPOBAHUA TPyAa B COBPEMEHHBIX YC/JI0BUAX

Annomauyus

I]env: pa3paboTka HaydHO OOOCHOBAHHBIX PEKOMEHIANUH IO COBEPIICHCTBOBAHUIO CUCTEMBI CTUMYJIHUPOBAHUS
TpyZla B COBPEMEHHBIX YCIOBHSIX HAa OCHOBE KOMIUIEKCHOTO aHaJIN3a U OIIEHKH CHCTEMBI.

MemoObvi: Ipy HANTUCAHUH CTATbHU MPUMEHSUIHCH CIEAYIONHNE METOJBI: METOBl HAYYHOTO aHaIW3a, CHHTE3a U
CTPYKTYPHOTO aHAJIHA3A.

Pesynvmamot: BBIABICHO, YTO B COBPEMEHHBIX YCIOBHAX KaJIpOBBIN MOTEHIIHAT COBPEMEHHOW SKOHOMUKH SIBIISI-
€TCSl BAOKHEUIIINM CTPATETHIECKUM (PaKTOPOM, BIUSIONIUM HAa KOHKYPEHTHBIC IPEUMYIIECTBA CTpaHbl B MUpe. B mpo-
Iecce UCCle0BaHus ObLTH KiIacCHPUIMPOBaHbl (DaKTOPHI, OKa3bIBAIOIINE BIUSHUE Ha ((OPMHUPOBAHUE CHCTEMBI CTUMY-
JUPOBAHUS TPYJA; BBIIBICHBI OCHOBHBIC MPHUHIIUIIBI MTOCTPOCHUS () (HEKTUBHOW CHCTEMBI MOTHBAIIMU B COBPEMCHHBIX
YCJOBHUSAX; pACCMOTPEHBI €€ BUbL; IPOAHATH3UPOBAHBI COBPEMEHHbIE TEOPUH MOTHBAIIUH.

Buigoowl: B mporiecce UccIeIOBaHUS aBTOPAMH 3aKJIIOYCH BBIBOJ O HCOOXOIUMOCTH TIPUMEHEHUS 0oiee THOKUX
MOJTXO/I0B K OIPEIICIICHUIO YPOBHS 0a30BOM 3apabOTHOMW IUIATHI U IEPEMEHHON YaCcTH 3apab0THOM IIIaThl, HEOOXOIUMO-
CTH YBSI3KH 3apabOTHOW TUIATHI C KOHCYHBIMHU TTOKA3aTEISIMU JIEATCIBHOCTH, KaK OTJCIFHOTO PaOOTHHKA, TAK M BCETO
CTPYKTYPHOTO MTOJIPa3ICICHUs, a TAKKE MPEIIPUATHS B 1ienoM. [Ipeanoxkena kiaccupukams (akTopoB, BIASIONINX Ha
(hopMHUpOBaHHE CHCTEMBI CTUMYJIMPOBAHUS TPY/Aa, BKIFOYAOIAs 1B TPYIIILI: BHEITHHE (0OBEKTUBHO CYIIECTBYIOIIHE
1 HE3aBHCHUMBIE OT PYKOBOJICTBA MPEANIPHUATHS) U BHyTpeHHHUE (POPMUpPYEMBIEC U 3aBUCUMBIE OT PYKOBOCTBA MPEATPH-
SITHSA).

Kniouegvie cnosa: ynpapieHue, CTUMYJIMPOBAHNE, MOTUBALIUS, YKOHOMHUKA, MEHEIKMEHT, JeITeIbHOCTh, CUC-
TeMa, MPENPHUITHE, TIEPCOHA, IPOIIECC, OIIaTa TPY/Ia.
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Implementation of a compatibility assessment of the engagement system
and the employee motivational profile in company human resources management

Abstract

Object: The object of this study is to develop and test a method for assessing the conformity of a system of an
employee’s engagement in a company and his motivation profile.

Methods: We have applied methods of sociological survey of company staff and subsequently, performed graphical
and statistical analysis of the achieved results (an index method). We also used the matrix method for assessing the
identified risks of employee dissatisfaction.

Findings: The results of the study confirm the effectiveness of the index method we propose. It allows conducting
regular screening among company staff to identify risk factors for the formation of the employee’s “dissatisfaction,”
which in the future may get him fired or burn out. This shall allow diagnosing the issue of discrepancies between moti-
vation of the subject and measures for engagement used by the employer. In addition to the index, the authors have
developed a risk assessment matrix based on a combination of significance of the factor (and its sub-factors) for the
employee and probability (possibility) of the employee's influence on this sub-factor.

Conclusions: The application of the proposed two-stage assessment method shall allow the personnel department to
timely diagnose the issue of inconsistencies in the motivational profile and the applied engagement measures for each
employee and develop proposals for improving it.

Keywords: staff engagement system, assessment method, employee motivation profile, analysis of motivational
factors, compliance index, risk matrix.

Introduction

Both in theory and in practice, the transition from the personnel management to the human resource
management paradigm was associated with the transformation of the attitude towards this resource on the part
of managers at all levels (Armstrong, 2006; Lopez-Cotarelo 2018).

At present, specific features of the strategic management of human resources are as follows:

— Its functional dependence on the corporate strategy adopted for the medium or long-term period;

— Its coordination with general organizational strategies, such as cultural change, organization develop-
ment, development of labor relations;

— Its multi-layer HRM structure that fulfills important functions of providing resources, managing labor
performance, managing knowledge, and engaging workers (Delery, Roumpi, 2017).

The “Engagement of human resources” subsystem stands out as one of the most important ones since the
activities implemented within its framework have a multi-vector impact on other functional strategies.

By engagement, we understand the process of influencing an employee’s motivation to work with a set
of tools and mechanisms stimulating the compliance of employee behavior and the results of his activities with
corporate strategy (Pritvorova, Tasbulatova, 2018). The tools are as follows: ability diagnosis methods, train-
ing technologies, assessment and certification, career plan, horizontal and vertical rotation, etc. The mecha-
nisms are as follows: a reward system, a mechanism for participation in management, an adaptation mecha-
nism, etc. All of these are intended to create effective incentives for the employee to show his best results, i.e.
provide a match with his intrinsic motivation to work.

A regular feedback is necessary for this complex system to work effectively, that is, information on how
the employee evaluates measures taken against him.
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Organization of feedback is possible by various methods, many of which are rather laborious and costly
as they require involvement of highly paid professional experts or advice agencies, which is especially difficult
for medium and small entities.

We have proposed a method for diagnosing issues in the main engagement areas. If used regularly, this
method helps to reveal timely the dissonance between the employee’s motivational profile and this system.
The advantages of the method in question are ease of implementation, cost-effectiveness and methodological
compliance with the principles of risk management (ISO-31000).

The method has been tested and recognized as effective in seven companies in Kazakhstan (including 3
national ones).

Literature Review

The founding classics of the theory of strategic human resource management are M. Armstrong (Arm-
strong, 2006), A. Thompson and A. Strickland (Thompson, Strickland, 2003). K. Gilbert (Gilbert, 2015),
N. Kinnie and Swart D. (Kinnie and Swart, 2020) and others continue developing this concept. The key idea
of'this concept is a long-term cooperation between a productive employee and a company based on the constant
engagement of his abilities, efforts, and competencies to achieve his goals.

Researchers Ogbonnaya and Messersmith (Ogbonnaya, Messersmith, 2019) believe that the staff engage-
ment system includes three components: skill, motivation and opportunity enhancement.

Recent studies consider the problem of creating a complex of the best motivation for an employee through
the prism of his continuous training (Ozkeser, 2019).

The authors recognize the relevance of the analysis of motivational profiles, the formation of clusters
with similar profiles and the development of motivational programs (Zamecnik, 2014).

Our study is based on methodological individualism in HR policy, which is gaining increasing recognition
and application as we speak; particularly, in the works of S. Chacko S. and N. Conway (Chacko, Conway,
2019).

The research of the last decade is characterized by the use of the term “burnout” of employees. One of
the factors affecting it may be a model of human resource management in a company (Shamis, 2016).

The dominant idea of all research in human resources management is its purpose to link the interests of
both employee and employer so that the employee’s decent work is aimed at implementing the company's
strategy and obtaining maximum results (Chulanova, 2020; Abilshaikov, Sartova, Titkov, 2015; Kurmanku-
lova, Z. Karbetova, Sh.Karbetova, 2018; Bakirbekova, Kulimanova, 2018).

The main subsystem of the firm, which is directly responsible for the implementation of this idea, is a
staff engagement system.

The purpose of the article. To develop a method for assessing the conformity of the engagement system
and the motivational profile of an employee to implement it into the firm’s human resources management.

Methods

We have applied sociological survey of company staff and subsequently performed a graphical and sta-
tistical analysis of the obtained results (an index method), and the matrix method of assessing the identified
risks of employee dissatisfaction.

We propose the following sequence of evaluations:

Stage 1. Complete annual examination of all company staff.

Six aggregated factors of staff engagement (disclosed below) are evaluated by two characteristics:

1) The significance (importance) of the factor for the employee on a scale from 0 to 100 % (a motivation
scale);

2) Employee’s own estimate of the factor in reality on a scale from 0 to 100 %.

Stage 2. Calculation of the compliance index for each employee according to formula 1.

1L,={X(v,-&,) o ()
where

1 is the compliance index of the engagement system and the motivational profile of employee #;

V is the significance (importance) of the j factor for employee # on a scale from 0 to 100 %;

R is the employee estimate of the j factor in reality on a scale from 0 to 100 %;

j is the number of aggregated factors from 1 to 6.

For each factor and index value, a deviation level is set that each company can preset independently.
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If a deviation level of 20 % is considered normal, then negative deviations by a factor on a larger value
shall be assessed as uncomfortable and forming dissatisfaction by this factor.

The discrepancy between the values is felt as uncomfortable and a discrepancy with the employee’s mo-
tivational profile, which creates dissatisfaction in him, but can also contribute to the genesis of the risk of
emotional burnout or dismissal.

Index values of 20 or more also indicate an employee’s general dissatisfaction with the system.

The index can be calculated by unit and company as a whole, which again shall be the basis for further
analysis by now specific factors.

Stage 3. If the employee’s responses reveal factors he is not satisfied with, then we propose compilation
of a risk matrix on a factor that creates dissatisfaction. When the risk is identified as “significant” or “unac-
ceptable”, measures are to be developed to reduce or neutralize it. We propose the following form of the matrix
(see Table 1).

Table 1. The matrix for assessing the risk of employee dissatisfaction genesis by a specific sub-factor of the engagement
system

Possibility ofu?pac{)oglt'}ie sub-factor High degree Medium degree | Low degree of impact or impact
Sub-fac tor(\e:;lleu I; gro t}?e lerln};))loyee of impact of impact possibility is non-existent
Significant 0 — No risk* 1 — Minor risk 3 — Unacceptable risk
Moderately significant 0 — No risk 0 — No risk 2 — Major risk
Insignificant 0 — No risk 0 — No risk 0 — No risk
*Risk is a combination of the value (importance for the employee) of the factor and the ability to influence it
Note: Made up by authors

Based on the results of the assessment, a list of measures should be determined for the employee in ques-
tion on the possible prevention, neutralization or compensation of risks.

We have conducted the study in seven Kazakhstani companies, including three bearing the national status.
For the national companies, we have conducted a survey in one of the units (cluster sampling) and a continuous
survey in small companies.

Results

We believe the human resources engagement system to consist of three main blocks:

— motivation and reward systems;

— human resource development;

— relationship system in the firm.

Each block includes several factors. Factors are aggregated, i.e. there is a whole group of sub-factors
inside each of them. In practice, each of these sub-factors can be considered separately.

Indeed, relationship system in the firm presumes taking into account five or more factors, each of which
may include one or more sub-factors. For example, participation in management presumes allocation of at least
three levels: at own workplace, at the unit level, and at the company level. Each of them is presented as a sub-
factor.

Similar to the previous example, the factor “opportunities for developing skills and competencies” may
include such sub-factors as availability of further qualification courses, availability of workshops for mastering
new technologies at the workplace, possibility of abroad internship, availability of educational programs for
self-study, etc.

We propose a method for assessing the conformity of the applied engagement model and employee’s
motivational profile in the form of an index calculated using a fairly simple formula 1.

This method can be applied both by the company itself and by independent appraisers during an audit
(Litvinjuk, 2018).

The advantages of the method are as follows:

A small number of assessed factors that form employee’s positive attitude towards high results of his
work;

Obtaining individual conformity assessments that allow to see engagement problems associated with the
psychological mismatch of the employee’s activity stimulation system and his personal motivational profile;

Calculation of group assessments, which allow to identify and characterize the engagement system at the
unit level and highlight the problems typical for all the unit staff.
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Relative simplicity of the scales used for the employee and the simplicity of index calculation.

According to the modern methodology of human resource management and taking into account the results
of our empirical research among the aggregated factors included in those engaging, we have identified the
following ones:

1) fair assessment of labor contribution / adequate remuneration;

2) career opportunities;

3) opportunities for the development of skills and competencies, i.e. professional growth;

4) stable employment or safety motive as minimization of the risk of job loss;

5) participation in the management of the process and results at the workplace (degree of freedom in
resolving issues of own workplace), in a unit, in a company;

6) relationship system in the firm.

In fact, the heads of human resources management departments can take even larger number of factors to
assess compliance, but each of them must be clearly positioned so that the employee could distinguish them.
Excessive detail at this stage is ineffective, because the task of this stage is to identify major issues, and if
necessary, further clarify the picture by sub-factors.

Engaging factors are recognized by the employee as they affect his behavior at the workplace. A number
of factors are of great importance to him, and he may not notice a number of factors at all. In any case, subjec-
tively, the employee can determine the result of each of the six factors listed above both as psychologically
comfortable or uncomfortable.

If we use a relative scale in points or other units to measure the importance (or significance) of each of
the six aggregated factors for an employee, he is able to determine the real deviation from the “importance” of
the factor in one direction or another easily enough.

This means that if the importance (significance) of the remuneration system for the employee is 100 %,
and the real assessment of the current system is estimated as fair by 80 %, then the deviation is 20 % percentage
points.

We propose using the principle applied in statistical calculations of standard deviation for the assessment
of the conformity of the employee’s engagement system and his motivation.

As is commonly known, the standard deviation is defined as the square root of the variance of a random
variable. At the same time, the deviation of the true value of a random variable and its estimation using a
certain estimation method is also referred to as the standard deviation 18 (Ivchenko, Medvedev, 2010). In a
general sense, standard deviation allows to characterize the deviation of the indicators in the sample from the
average value. In our case, it is the average deviation of the ideal and actual values for this particular individual.
A similar conclusion can be made for the unit or the firm as a whole.

We shall use the deviation of the employee’s actual estimates of the factors included in the engagement
system from their optimal values determined subjectively by each employee. The ideal system of engaging
workers gives a value of zero in calculations, but it is obvious that in practice this hardly ever happens.

The results of the study are presented on the materials of two cases: JSC “National Company Kazakh-
stanTemirZholy” (hereinafter referred to as JSC “NC KTZ”) and in SF “Zamandas 21”.

The results for the first object of study (a subdivision of JSC “NC KTZ”) are shown in tables 2 (stage 1:
initial data collection) and 3 (stage 2: estimated data on the compliance index).

We have adopted a scale of percent so that the index values are convenient for use, i.e. obtained by
integers in the range from 0 to 40.

We take the minimum value of the index equal to 0, but if there is a deviation in at least one of the factors
by 10 %, then the index value shall be 4.

In the range from O to 20, index values shall be considered normal, and the engagement system effective.

A value of 20 is obtained when, for all factors, the deviation is 20 percentage points. In fact, the maximum
value can be set expertly, and if the system is to improved further, the value can be set at a different level.

For the majority of the company unit staff, the engagement system is psychologically comfortable, i.e.
they perceive deviations for individual factors as permissible.

An index value of more than 20 has been recorded for four subjects in the sample.

In subject No. 4, deviations significant for him can be seen in the factors “Fair remuneration” and “Safety
from dismissal.” Based on these factors, it is possible to carry out in-depth clarification of the sub-factor con-
tent of each of the factors. For example, the remuneration factor implies at least financial and non-financial
remuneration, and each of these sub-factors is decomposed into several more positions.
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Table 2. Initial results of the assessment (audit) of the compliance of the individual motivational profile and the staff
engagement model used in the firm

Significance (importance) of the factor for the subject Subject's assessment of the factor in reality
Subjects Factors Factors
1 2 3 4 5 6 1 2 3 4 5 6
1 100 90 60 80 70 100 90 80 80 70 60 90
2 100 80 70 90 80 90 80 70 60 80 50 80
3 80 70 50 70 90 80 70 60 60 80 70 70
4 100 80 90 90 60 70 60 60 80 60 60 70
5 100 90 70 100 80 60 70 50 90 90 70 60
6 90 60 80 100 30 80 80 100 70 90 30 70
7 100 70 90 80 90 90 90 60 80 80 60 80
8 100 80 100 60 60 80 70 90 100 50 50 80
9 100 90 90 70 70 100 80 80 80 60 60 90
10 100 60 100 90 80 90 90 50 90 80 90 80
11 90 90 60 100 90 80 70 80 50 90 80 80
12 100 80 70 90 60 70 80 60 60 80 50 70
13 100 70 50 100 80 80 80 60 60 90 80 60
14 100 80 90 60 90 60 90 70 80 60 90 50
15 100 90 70 80 80 40 90 80 60 70 80 40
16 90 60 80 60 90 60 70 50 80 60 80 50
17 100 70 90 70 100 80 90 60 70 50 50 70
18 100 80 100 60 100 90 90 70 90 80 60 80
19 100 90 90 80 80 70 80 80 90 70 50 60
20 100 60 100 90 70 90 70 70 100 50 50 90
Total 1950 1540 1600 1620 1550 1560 | 1590 | 1380 | 1530 | 1440 | 1270 | 1420
Average 97.5 77 80 81 77.5 78 79.5 69 76.5 72 63.5 71
Note: Made up by authors based on the results of the study conducted within a JSC “NC KTZ” unit

Table 3. The index of compliance of the employee’s engagement system and his motivation

Deviation of a factor’s real assessment from its . . ,
Subjects level of significance for a subject The index of compliance off[he emp loyee S
engagement system and his motivation
1 2 3 4 5 6

1 -10 -10 20 -10 -10 -10 12

2 -20 -10 -10 -10 -30 -10 17

3 -10 -10 10 10 -20 -10 12

4 -40 -20 -10 -30 0 0 22

5 -30 -40 20 -10 -10 0 23

6 -10 40 -10 -10 0 -10 18

7 -10 -10 -10 0 -30 -10 15

8 -30 10 0 -10 -10 0 14

9 -20 -10 -10 -10 -10 -10 12

10 -10 -10 -10 -10 10 -10 10

11 -20 -10 -10 -10 -10 0 12
12 -20 -20 -10 -10 -10 0 14

13 -20 -10 10 -10 0 -20 14
14 -10 -10 -10 0 0 -10 8

15 -10 -10 -10 -10 0 0 8

16 -20 -10 0 0 -10 -10 11

17 -10 -10 -20 -20 -50 -10 24
18 -10 -10 -10 20 -40 -10 20
19 -20 -10 0 -10 -30 -10 16
20 -30 10 0 -40 -20 0 22
Total -360 | -160 -70 -180 | -280 | -140 -
Average deviation | -18 -8 -3.5 -9 -14 -7 11

Note: Made up by authors based on the calculation results
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For the subject No. 5, the zone of psychological tension is formed by the factors of “fair remuneration”
and “career growth opportunities.” Now, with the second factor discomfort is even more pronounced than with
the first one. Since HR managers often use career opportunities as a non-financial component of fair remuner-
ation, it is probably better to consider the issue more closely on the second factor and, if possible, ease the
tension if the employee has the corresponding potential and value for the company. In addition, the low im-
portance of professional growth and advanced training is noted for the subject.

This, most likely, suggests that at this stage he gained the necessary skill, because he appreciates the real
opportunities to increase it in this firm; they exceed the significance of this factor for him at this stage. The
psychological profile of the subject suggests that, based on the skill he has gained, he expects a career ad-
vancement, but does not see an opportunity for him in this firm. In addition, he is not satisfied with the reward
system. Apparently, the subject's inconsistency between the employee’s engagement system and his motiva-
tional profile is growing, which may lead to his dismissal. We have been identifying such cases in the course
of a case analysis in JSC “NC KTZ,” which currently is restricted on increasing financial remuneration of its
staff. As a result, HR experts are ready to justify the appointment of an employee to the position of manager
for the sake of increasing his salary as a key expert may leave the company. At the same time, the employee
does not always associate career promotion with a managerial position, especially if he does not lean to this
type of activity. In this case, the staff officer should look for non-standard solutions for career growth.

For the subject No. 17, the problem is the factor “participation in the management of processes and results
at own workplace.” This may have something to do with the fact that the employee has hard functionality and,
due to the requirements of technology and the business process, objectively has an insignificant degree of
freedom in matters relating to the selection of actions when making decisions at his workplace. This may be
related to equipment, technology, work and rest schedules and other objective work parameters. But it may
have something to do with excessive control over his activities, which can be weakened to increase employee’s
satisfaction with the results of his work.

There also may happen such a thing as “emotional burnout,” that is when the employee takes this work-
place for a long time and does not see ways to increase satisfaction from his work anymore. In this case, a
personnel department officer may consider a number of options ranging from the rotation of the workplace (a
possible switch to work in another city or district) to the transition of the employee to the role of a mentor for
young or less experienced colleagues. Given that this subject evaluates the importance of participation in the
management of the unit and the organization as a whole lower than what participation in management at his
own workplace means for him, then, apparently, his involvement in management at other levels does not com-
pensate for his lack of degree freedom at his workplace.

For subject No. 20, the problem is the state of anxiety and the fear of losing his job. This requires an
interview on this particular factor and, possibly, as a result of simple management communication, this factor
may be weakened. At the same time, it is possible that this feeling is justified and that the employee himself is
required to take some measures to strengthen his position in the company. This employee also has an opinion
that almost nothing depends on him in the business process that he carries out. The reward system, on which
there is also a deviation at the comfortable/uncomfortable border, may convince the employee that he is threat-
ened with an early dismissal.

A graphical representation of the conformity assessment is presented in Figure 1.

Subject No. 20

==e== |mportance of the factor to the subject
==g==Subject's assessment of the factor in reality

Importance of the factor and
its assessment in reality, %

1 2 3 4 5 6
Factors

Figure 1. Graphical representation of conformity assessment (example)
Note: Made up by the authors
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For subjects whose index values were close to the boundary value, i.e. 20, factors can also be studied for
which a deviation of more than 20 is noted to introduce possible changes to their engagement system.

When developing such changes for each person, his individual psychogram data should be taken into
account, since the problem of a particular person can often be solved by offering him a job in another unit,
considering individual characteristics of internal motivation. Accordingly, for subject No. 18 with a borderline
index value of 20 and tension over a degree of freedom in the workplace, it is probably better to reduce the
degree of control by lengthening the time frame for KPI. That is, to control not by the results of the day or
week, but by the results of the month, quarter or six months.

The value of this approach is that it provides an individual diagnosis quickly enough. It is a kind of
screening of problems and identifying those workers for whom the engagement system is inadequate, meaning
that it does not work as the human resources management service suggests.

Using this method, we can also obtain a general assessment of compliance by department and organiza-
tion as a whole.

As for the generalized or “average” subject; for him the value of the compliance index calculated by
formula 1 is 11, which is a completely correct value. Based on this calculation, we can conclude that the
engagement system is generally adequate for this company unit (see Table 4).

At the same time, this gives reason to single out more and less stressful factors within the system. The
least stressful factor is No. 3, “Opportunities for the development of skills and competencies, i.e. professional
growth”. The average deviation for this factor is -3.5. Apparently, in this firm advanced training is systemati-
cal, and most of the staff are completely satisfied with how their professional training is being improved, and
they can find accessible forms in this system.

Table 4. The index of compliance of the employee’s engagement system and his motivation

Deviation of a factor’s real assessment . . ,
. . . . The index of compliance of the employee’s
Subjects from its level of significance for a subject engagement system and his motivation
1 2 3 4 5 6
1 0 10 -20 0 0 10 10
2 20 0 -20 20 10 20 17
3 10 0 -10 0 -10 20 11
4 10 30 0 -40 10 -10 22
5 -10 30 -20 -10 0 -10 16
6 0 30 -10 -10 20 -10 16
7 10 10 -10 20 10 -20 14
8 20 20 0 -20 -10 -30 19
9 0 10 -10 -20 -10 -20 14
10 20 -10 -30 0 -30 -20 21
11 10 20 0 20 -20 0 15
12 0 40 20 0 10 10 19
13 0 30 0 20 -10 20 17
14 10 20 0 -30 0 20 17
15 10 10 0 10 0 30 14
16 10 10 0 -20 0 30 16
17 -10 20 20 -10 -20 20 20
Total 110 280 -80 -70 -50 60
Average | ¢ 16 | -5 4 3 4 8
deviation
Note: Made up by author based on the results of the study within SF “Zamandas 21"

The tensest one is factor No. 1, “Fair assessment of the labor contribution / adequate remuneration,” the
deviation for which is —18, although it is still within the normal range. But compared to other factors, tension
on this one is the highest. This requires additional consultations on its improvement in contact with company
staff.

The results of the study on PF “Zamandas 21 are presented in table 4.

According to the values in table 4, system does not correspond to the motivational profiles of employees
No. 4 and No. 10. Assessment is also borderline for employee No. 17.
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For employee No. 4, the problem is in his employment instability, which can be both subjective and
objective, and requires at HR expert to continue to participate in solving the issue.

For employee No. 10, the problem is in career growth and participation in management at his workplace.
Addressing such a situation requires either expanding the responsibility area with increasing freedom, or mov-
ing to a higher position in the firm. In this case, it is necessary to seek out a career development option in
which the expansion of the degree of freedom at the workplace will be combined with some changes in the
career that the employee can assess as positive.

The borderline assessment of employee No. 17 requires the expansion of his participation in managing
issues related to freedom at his workplace.

In this organization, the staff engagement system as a whole has a high index value of 8, and the motiva-
tional profile of only two employees does not comply with the management methods applied to them. At the
whole organization level, the most vulnerable factor is professional development and development of profes-
sional skills, but the absolute deviation of this coefficient of by 5 percentage points is very far from the border
of 20 %.

If problematic areas are detected in the engagement system that arise for a particular employee, the 3rd
stage of the assessment begins which should identify the risk factors for the formation of employee’s “dissat-
isfaction.” It is these factors that can subsequently become the cause for his professional burnout or dismissal.

In addition to the method of index estimation already described, we propose a method for assessing prob-
lematic areas that arise for the employee using the example of aggregated factor No. 5, “Participation in the
management of the process and results at own workplace (degree of freedom in solving issues related to the
workplace), in divisions, and in the company.”

As aresult of the employee’s inability to participate in the management of activities at his workplace, i.e.
his lack of opportunities to influence any issues regarding the content, organization and schedule, and other
labor issues, there is a risk of the formation of “dissatisfaction”.

The assessment is proposed on the basis of two tools, one of which is auxiliary, and the other is in fact a
questionnaire that the employee fills in.

The auxiliary tool is a scale for assessing a factor based on its two characteristics: “significance” and
“influence possibility.”

Table 5 shows a method for determining the risks of dissatisfaction formation by the factor “participation
in management or the possibility of influencing own work, work of a unit, or whole company.”

Table 5. Assessment of the factor “The degree of freedom at the workplace or the possibility of influencing the job
description”

The value (importance) of the fac- | Can you influence the performance? |R
Characteristic _ tor for the employee _ (degree of influence) i
Signifi- | Moderately | Insignif- . . Low or does | s
o . High Medium .
cant significant 1cant not exist k
A possibility to diversify work tasks,
. Y Y 1
change the sequence of actions
A possibility to set a work break sched- v T 0
ule
A possibility not to rush and work at
Y Y 3
preferred pace
A possibility to reduce the intensity of
T Y 0
forced contacts
A possibility to think outside the box,
Y Y 1
use non-standard approach to work
A possibility to get full job description
Lo e Y Y 2
and operating situation
A possibility to determine preferred la-
T Y 0
bor methods
A possibility to speak of the acquisition
of new technical devices for own work- T Y 0
place
Other characteristics (respondent is al-
lowed to indicate himself)
Note: Made up by authors

Cepusi «9koHomuka». Ne 1(97)/2020 95



T.P. Pritvorova, B.K. Tasbulatova, O.K. Slinkova

Several combinations of “significance” and “influence possibility” pose zero risk for the formation of
dissatisfaction, because the job description itself is insignificant for the employee, or he is satisfied with how
he can influence this characteristic.

For assessment, we propose the following characteristics of the labor content at the workplace to be as-
sessed by the employee.

Similar tables should be made up for participation in management at the level of a unit, department, or
company as a whole, taking into account the specifics of its activities.

According to the results (see Table 5), the greatest risk (a value of 3) for this employee is associated with
the fact that he is not able to work at his own pace. The rush forms “dissatisfaction” with his labor own activity.

Another risk is associated with a lack of information (a value of 2).

Two risks (a value of 1) are associated with insufficient opportunities to diversify own work, to be crea-
tive.

Based on the results of the assessment, one should determine a list of measures to possibly neutralize or
prevent risks. We propose doing so in the form presented in Table 6.

Table 6. Measures to prevent, neutralize or compensate for risks by the factor “The degree of freedom at the workplace
or the possibility of influencing the job description”

Designated

Characteristic Risk | Measures responsible

individual
1 | A possibility not to rush and work at preferred pace 3
2 | A possibility to get full job description and operating situation 2
3 | A possibility to diversify work tasks, change the sequence of actions 1
4 | A possibility to think outside the box, use non-standard approach to work 1

Note: Made up by author

Measures can be developed as either directly eliminating or reducing the risk, or compensating for it by
providing opportunities at a different level. For example, if an employee’s workplace is strictly regulated and
there are no opportunities for him/her to be creative, then providing him with such an opportunity at the level
of a brigade, workshop, or unit would be ideal.

Discussion

The results of our research in the context of the strategic objectives of the company are in the mainstream
of modern research in staff engagement. They are based on the recognition of the employee’s motivational
profile importance, as it is in the work of R. Zamecnik (Zamecnik, 2014). At the same time, this author pro-
poses a cluster analysis which is methodologically correct, but for medium and small entities with a small
number of staff it is somewhat excessive, and an individual approach to assessing and overcoming risks is
ultimately more effective.

In a certain sense, they are debating the results achieved by B. Ozkeser (Ozkeser, 2019). Our approach to
the motivation issue is multifactorial while confirming the fact that training is not always universal and effec-
tive motivation tool. In case of a specific person, this may not correspond to his current situation, and engaging
this employee may require other tools.

Our results more likely confirm the conclusions of Ogbonnaya and Messersmith (Ogbonnaya, Messer-
smith, 2019) stating that the real consequences of the HR practice for different people may differ. We also
believe that the approach to the selection of HR tools in the context of modern technologies for creating and
managing databases should be personified.

We also agree with the results achieved by S. Chacko and N. Conway (Chacko, Conway, 2019), who
have confirmed that the HR engagement system has daily consequences mediated by individual expectations.

Conclusion

Summarizing the above results of our study, we would like to note the following points we feel the most
significant.

The staff engagement system is quite complex and multi-level. Most often, it is formed from a set of best
practices tested in modern management and recognized as effective in most available sources. Therefore,
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entities are focused primarily on these tools. And therefore, as a rule, the proportion of original solutions de-
veloped by managers in their firms is small.

At the same time, in many of the organizations we have examined, the role of human resources depart-
ments in implementing an individual approach to each employee is insignificant. The center of gravity and
responsibility in decision-making for each employee has been transferred to line managers, e.g. functional
experts. Line managers are required to know their immediate professional duties, but they may not be skilled
in human resources management. They cannot be required high awareness and quality of decisions for each
individual employee. They may find it difficult to assess the suitability of the staff engagement system and
their motivational profile. Often, an independent evaluator view is required to identify system issues.

Therefore, we propose introduction of a regular assessment procedure (possibly in the form of an audit)
for the engagement system and staff motivational profile for psychological comfort/discomfort. Any employee,
even of the lowest qualification, can easily identify the importance of one or another element of the system for
himself or the value of this element for himself on a percentage scale with a maximum of 100 percent. We
propose 6 main factors. And for the same factors, he or she can determine in percentage the level of compliance
of the actual situation in the organization with the desired one. Equality means full compliance with the sig-
nificance and actual situation. A positive deviation means that in reality, there are more opportunities to satisfy
than the real needs in this factor the employee has. For example, in the organization he or she can get any
retraining or advanced training (100 %), but at this stage the employee needs less in this matter (80 %). A
negative rating is of greater interest for diagnosis, because it means that the importance of this factor for the
subject is higher than the actual assessment of the factor by the subject. For example, the importance of con-
tinuing education is 100 %, while the real opportunities are 60 %.

We have tested the assessment methodology based on 6 aggregated factors. Each of these can be consid-
ered in more detail when a problem is detected. The methodology operates on the principle of screening and
identifies employees who are in a state of discomfort by one or more aggregated factors. We use the corre-
spondence index of the engagement system and the employee’s motivational profile, the mathematical basis
of which is the principle of calculating the standard deviation. Workers whose index value is equal to or higher
than a given barrier (in our case, a 20 % deviation for all factors, which gives an index value of 20), require a
deeper analysis of their motivational profile. An analysis of the motivational profile shows by what factor there
is a deviation in excess of the permissible value, therefore, it is necessary to develop and apply corrective
measures for the situation involving the employee.

Further actions to concretize the risks of the forming the employee’s “dissatisfaction” by individual sub-
factors within the aggregated one should reveal the subjective amount of risk by each individual factor or its
sub-factors. The sub-factors are the characteristics of work activities. These are assessed by the risk level (a
combination of the significance of the characteristics and the possibility for the employee to influence it). Sub-
factors shall be sorted by values: unacceptable risk, major risk, minor risk. For each of the risks, measures
should be developed to reduce its value or fully compensate for it.

The proposed methods shall improve the efficiency of human resources management services. They make
it possible to establish a systematic assessment of the compatibility of the engagement system and the motiva-
tional profile of each employee according to the screening principle. This makes it possible, without additional
costs and loss of time, to respond in a timely manner to risk situations when employee dissatisfaction builds

up.
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T.IL. IlpuTrBopoBa, b.K. TacOy1arosa, O.K. CiiunkoBa

KoMnanusiHbIH aqaMu pecypcTapbiH 0acKapyFa KbI3MeTKeP/AiH bIHTAJAHIbIPYIIbLIBLIK Oeiini
MeH OejiceHAipy XKyiieciHiH yiljeciMaiiirin 6aranayabl eHrizy

Anoamna

Maxkcameor: 3epTTeyIiH MaKcaThl KOMITAaHHAAA KbI3METKEPAiH OEJICEeHIUIINH apTThIPY *Kyieci MEH OHBIH bIHTAJIAH-
JIBIPYIIBUTBIK OeHiHIHIH COHKECTIriH Oaranay o/liciH a3ipiey JKoHe arpobanusiay 00JIbI TaObUIa bl

O0ici: KOMIIaHUs KbI3METKEpJIepiHe 9JIeyMEeTTIK cayallHama JKYpridy o/icTepi, 0/1aH KeiliH ajbIHFaH HOTHXKeIepi
CTAaTHCTHKAJIBIK Talllay, COHJai-aK KbI3METKEpJIepACH aHBIKTAIFAaH KaHAaFraTTaHOAYyNIBUIBIK TOYEKeJAepiH OaraayIblH
MaTPHUIAIBIK 9AiCTepi KOIJaHBUIFaH.

Kopvimsinovi: 3epTTey HOTIKENEP] YCHIHBUIFAH HHACKCTIK OMICTiH THIMILTITIH pacTaiIbl, 07 KOMIIaHHUS KbI3MET-
KepJIepiHiH apachIHIa )KYHEeI CKpUHUHT XKYPTi3yTe, 5KYMBICTaH 00CaTHUTyBIHA HEMece KOCiOn OUTIKTINITiHIH TOMEHIeyiHe
ceber 00Tyl MYMKIH KBI3SMETKEP/iH “KaHaFaTTaHOAYIIBUIBIFBIH KAJBIITACTHIPY TOYEKETiHiH (PaKTOPIapbIH aHBIKTayFa
MYMKiHIIK Oepeni. KepceTkimTi ecentey »KyMBICKEp JKOHE JKaJIbl KOMITAHHS YIIiH JIeé MYMKiH, OyJ1 CyOBEKTiHIH BIHTA-
JIaHBIPBUTYBl MEH JKYMBIC OepyIIi KOJJaHATHIH ic IIapajiap apachlHAAFbl COMKECCI3IK MOCEIeCiH aHaKTayFa KOMEKTe-
ceni. Iniekcke KOChIMIIA peTiHae aBTopiaap (GhakTop/IbIH KbI3METKEP MaHbI3IbUIBIFBIHBIH YHIECIMI KoHE KbI3METKEp Ta-
pamblHaH OCbl CyOdakTopra acep eTy BIKTMMaJABIFB (MYMKIHJIKTEpi) HeTi3iHAe Toyekenaepal Oaranay MaTpUIAChIH
azipieren. Marpuna HR KpI3MeTiHIH KbI3METKEpiHE eNeyci3, eleylli )KoHe jK0J1 OepIMEHTIH ToyeKe i aHbIKTayFa XKIHe
TOYEKeJIl a3aiiTy HeMece TOJBIK X010 OOMBIHIIA iC-IIapaapAbl a3ipiaeyre KOMEKTeCe/i.

Tyorcoipvimoama: HR KbI3METTEpiHIH YCHIHBUIFAH €Ki Ke3eH 11 Oaranay ofliCiH KOJIAaHYbl BIHTAIAHIBIPYIIBUIBIK Oc-
HiHHIH colikecci3airi Maceneci MeH opOip KbI3METKepAiH OEJICeHIIIITiH apTTHIPY YIIiH KOJJaHBUIATHIH MapaIapblH yak-
TBUTH AMATHOCTHUKAJIAYFa KOHE OHBI )KaKcapTy OOMBIHIIIA YCHIHBICTAp 93ipeyre MYMKIiHIIK Oepei.
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Kinm ce30ep: anam pecypcTapbii 6ackapy, KOMITAHUSHBI O€JICEeHIETY JKYyHeci, KbI3MeTKepep/Ii bIHTaTaHIbIpy Oe-
HiHi, colikecTUTIKTI Oaranay, ToyeKemaep.

T.IL. IlpuTrBopoBa, b.K. Tacoynarosa, O.K. CiimnkoBa

O1eHKa COBMEeCTHMOCTH CHCTEMbI AKTHBH3AIIHHA M MOTHBAIIMOHHOT O IIpO(l)I/IJIH paﬁoTHmca
B YIIPABJICHUHU YE€JT0BCICCKUMHU peCypcaMi KOMIIAaHUU

Annomauusn

Llenv: pa3paboTka u arpoOarys METo/1a OLIEHKH, KOTOPBIH OIPEIEJIUT COOTBETCTBHE CUCTEMBI aKTHBU3ALMU Pa0OT-
HUKA B KOMIAHUH ¥ €0 MOTHBAIIHOHHOTO MPOQIIISL.

Memoovl: HaMu IPUMEHEHBI METOIBI COI[HOIOTHIECKOTO OIpoca pabOTHUKOB KOMITAHHUH C TIOCIIEAYIOIINM CTaTH-
CTHYECKUM aHAJIU30M IOIYYCHHBIX PE3YJIbTAaTOB, a TAK)KE MAaTPUYHBIM METOJ OICHKH BEIBICHHBIX PUCKOB HEYIOBJIC-
TBOPEHHOCTH y pabOTHHKA.

Pesynsmamei: pe3ynpTaThl HCCIEAOBAaHHS ITOATBEPKAAIOT 3P PEKTHBHOCTH MPEII0KEHHOTO METO/1a, KOTOPBIH 103~
BOJISIET MIPOBOJUTH PETYJISIPHBIA CKPUHUHT Cpely paOOTHHUKOB, BBEIIBUTH (DAaKTOPHI pUCKa ‘‘HEYIOBIETBOPEHHOCTH pa-
0OOTHHKA, KOTOPBIE B TAIbHEHIIIEM MOTYT CTaTh IPHYMNHOHN €ro YBOJIBHEHUS WIIN PO ECCHOHATIBHOTO BEITOpanus. Pacuer
MHJ/IeKCa BO3MOXCH KaK Ui paOOTHHUKA, TaK U JUIsl KOMIAHUU B IEJIOM, YTO ITO3BOJIUT JUATHOCTHPOBATH MPoOIIeMy pac-
XOXJICHUSI MEXITy MOTHBAIUCH CyOBhEKTa M MEpPaMU aKTHBH3AIlUU, MPUMEHSACMBIMHU paboToaarereM. B nomonmHeHHe K
MHJIEKCY aBTOpaMu pa3paboTaHa MAaTPHIIA OIICHKH PHCKOB HA OCHOBE COYCTAHUS 3HAYMMOCTH (paKTopa i paOOTHHUKA U
BO3MOKHOCTH BJIMSTHUS Ha HETO CO CTOPOHBI pabOTHHKA. MaTpuiia NO3BOJIMT COTPYIHUKY ciry’k0b1 HR BBIIBUTH Maio-
3HAYMMBIi, 3HAYUTEIHHBII U HEAOIMYCTHMBII PUCKU U pa3padoTaTh MEPONPHUATHS 10 YMEHBIICHUIO WITU MTOJTHOMY yCTpa-
HEHHIO PHCKOB.

Buigoowi: mpumenenne ciayx0amu HR mpennoxeHHOro IBYyX3TaImHOTO METOJa OICHKH ITO3BOJIUT CBOSBPEMEHHO
JIUarHOCTHPOBATH MPOOJIEMY HECOOTBETCTBHS MOTHBAITMOHHOTO IPO( I ¥ IPUMEHSIEMBIX MEp aKTUBHU3AIHNH Y KOKIOTO
paboTHHKA U pa3paboTaTh MPEIIOKEHHS O e€ YITyUIIeHHUIO.

Knrwueswie cnosa: cucrema AKTUBHU3allNH pa6OTHI/IKOB, METOA OLICHKH, MOTI/IBaIII/IOHHHﬁ HpO(bHHL paGOTHI/IKa, aHa-
JIN3 MOTUBAIlIUOHHBIX (baKTOpOB, HUHACKC COOTBETCTBUA, MaTpHlla PUCKOB.
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Institutional aspects in regulating interaction between financial and innovation sectors

Abstract

Object: The scientific paper focuses on issues of inefficient intersectoral interaction through the prism of an institu-
tional methodological approach. In particular, the authors aim to investigate and identify problems that limit the harmo-
nious and mutually beneficial interaction of subjects of the financial and credit and innovation sectors in the modern
conditions of the Kazakhstani economy.

Methods: Based on the use of comparative, statistical and expert analysis, the authors conclude that it is necessary
to level the existing problem nodes by improving the existing institutional environment in terms of developing financial,
real and regulatory innovations, further developing the institutional infrastructure, and an optimal combination of formal
and informal institutions.

Findings: It is recommended to change the current paradigm of regulatory institutions implementation in the direc-
tion of preventive and stimulating regulation of subjects in both sectors at the same time in order to reduce the existing
asymmetry.

Conclusions: The article considers the sources of financial and credit support for the innovation sector, identifies
problems in financing investment and innovation projects in Kazakhstan based on a comprehensive analysis of the costs
of research and development, bank lending, foreign investment, investment potential of the pension and insurance sectors,
and development institutions.

Keywords: institutions, innovations, financial sector, banks, innovation sector, institutional environment, regulation.

Introduction

In modern conditions of global changes, market fluctuations, influence of integration processes on eco-
nomic development, the relevance of sustainable development of the national economy on the basis of a deeper,
diversified and active use of innovations in real sector of economy is increasing. For Kazakhstan, as a country
with emerging markets, these issues are especially important in frames of consistently low economic growth
rates and excessive dependence of the economy's state on the income of the extractive sector. Thus, in accord-
ance with the priorities of the President's Messages “Kazakhstan—2050” and “the Third modernization of Ka-
zakhstan: global competitiveness”, the goals and objectives in the field of innovative development of Kazakh-
stan, aimed at overcoming existing structural imbalances, are outlined. However, the relevance of this issue is
evidenced by the fact that, against the background of the long-term implementation of the state program of
industrial and innovative development, Kazakhstan's rating position in the global innovation index has de-
creased from 74 to 79 place, and in the composite index of achieved results, Kazakhstan ranks only 92 out of
possible 100.

We believe that state efforts alone are not enough to activate the subjects of the innovation sector, since
best international practice indicates that the greatest success in the field of innovation performance is achieved
by those countries that have managed to combine the efforts of the state and private entities primarily the
financial and credit sector effectively, leaving the state authorities only the right of indirect preventive partic-
ipation in regulation aimed at supporting and stimulating the latter in a market model of the economy
(Rakhmetova et al., 2019, 115).

At the same time, the multidirectional vector of goals and interests that guide the subjects of the financial
and credit and innovation sectors of the economy, entering into the process of interaction, despite the asym-
metric nature, can be adjusted in one direction through the institutions that form the basis of the mechanism of
effective intersectoral interaction.

In this regard, the purpose of this study is, based on an analysis of the theoretical and methodological
foundations of the interaction of entities of the financial and innovation sectors of the economy, to identify
existing restrictive barriers, and to offer appropriate recommendations for their elimination, primarily by im-
proving the institutional infrastructure that ensures efficiency intersectoral interaction at the micro, meso and
macro levels of the economy.
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Institutions, according to the institutional-evolutionary concept, form the basis of any society, contrib-
uting to its sustainable and effective development. In particular, the founder of this scientific theory, D. North
(North, 1997), noted in his works that “the way the economy functions is determined by a set of rules, informal
laws and mechanisms that fix them, while if laws and rules can be changed overnight, then informal norms are
formed and changed over a long time”.

Appealing to the basics of institutional-evolutionary concepts in the context of this study is not accidental,
because the complex of formal and informal institutions, in our opinion, is able not only to maintain the sta-
bility and resilience of complex systemic process of interaction of subjects of the financial and innovative
sectors of the economy, but also allows to adjust the trajectory of its development in the right direction against
the background of influence of many various factors.

The consequences of the so-called great recession (the financial crisis of 2007-2008) revealed the most
pronounced dependence of intersectoral interaction between the financial and real (including innovative) sec-
tors of the economy on the institutional infrastructure. So, the rapid development of the market of fictitious
capital and derivatives market led to the fact that they began to use real assets that eventually led to the estab-
lishment of their reserves gradually began to define the fluctuations and manipulation of prices of these assets
rather than the real needs of actors in real and innovation sector of the economy. In addition, due to increasing
globalization, there was an increase in financial technologies, the development of international financial cen-
ters and offshore companies, whose activities generated super-profits outside the sphere of industrial produc-
tion. The expansion of international financial institutions has led to the dependence of national economic sys-
tems on unified norms that do not always take into account the national true interests of national economies.

In our view, ongoing and periodically exacerbated contradictions in the relations of subjects of financial-
credit and real (including innovative) sectors of the economy taking its roots in the conflict between the exist-
ing formal institutions, regulation and sustainable informal institutions, which are used to guide economic
agents, which significantly reduces the efficiency of their interactions at both the micro and macro economy.

In particular, a preliminary analysis of the problems that limit the high efficiency of interaction between
financial and credit organizations and enterprises of the innovative sector in domestic practice has shown that
they can be grouped into so-called barriers or problem nodes, which are tied to many other smaller problems
related to each other by cause and effect: 1) the first group of problems is associated with high risks (financial
and industry), which do not allow financial and credit organizations to interact more actively with innovative
enterprises; 2) the second group of problems is related to the adequacy of the conditions for providing the
innovation process with financial resources; 3) the third group of problems comes from the imperfection of the
regulatory practice, its single-vector nature and inflexibility.

Literature Review

Understanding that the role of the innovation sector in the development of a high-tech economy is cur-
rently increasing is a key to the stability and well-being of the state. Financial support for the effective func-
tioning of the innovation sector is an object of active research in connection with the need to improve it.
Various aspects of the problem were considered in the works of domestic and foreign scientists, which will be
the scientific and methodological basis for developing the topic and achieving the research goal.

The impact of the degree of development of stock and credit markets on the high-tech sector in advanced
economies is investigated in the work of Brown Jr., Martinsson, G., and Petersen B.C. (Brown et al., 2017). In
turn, the work of Xiao S., Zhao S. (Xiao — Zhao, 2012) analyze how financial development affects the inno-
vative activities of companies, including the functioning of the stock market and the banking sector in countries
with different levels of state ownership of banks. Problems of availability of financial and credit resources for
innovative firms in the conditions of insufficiently developed financial sector of countries with transition econ-
omies are investigated in scientific works of Botric V., Bozic L. (Botric — Bozic, 2017). The scientific paper
of Hudson J., Orviska M. (Hudson — Orviska, 2014) examines the role of the EU financial sector in providing
firms with financial and credit resources to promote potentially successful R&D on the world market. The
study of the effectiveness of EU programs for financial support of innovative small and medium-sized busi-
nesses, availability of financial resources and satisfaction with cooperation with public institutions is presented
in the work of Viskovic J., Udovicic M. (Viskovic — Udovicic, 2017). A detailed study of the possibilities of
providing financial support to the innovative sector through the use of various government tools was conducted
in the works of Kryskova L., Strzelczyk W. (Kryskova — Strzelczyk,2013), Nikolov M. (Nicolov, 2013). Prob-
lems of sustainability management in companies based on the introduction of business innovations are studied
by Fogarassy C., Horvath B., Magda R. (Fogarassy et al., 2017).
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According to L.I. Yuzvovich (Yuzvovich, 2012), the financial and credit mechanism can be considered
from the position of attracting real investments as a “tool for influencing the process of financing real invest-
ments within the framework of a single investment system”. This mechanism makes it possible for financial
and investment institutions to have a targeted impact on investment relations and creates the necessary prereq-
uisites for redistributing financial flows across various segments of the financial market.

In the economic literature, there is a need for a more in-depth study of the problems of evaluating the
effectiveness of the system of financial and credit support for the innovative sector.

Methods

Theoretical and methodological base of research were represented by the works of Kazakhstani and for-
eign scientists-economists in the field of financial-credit support of innovative sector, normative-legal acts of
the Republic of Kazakhstan in the sphere of development of innovation and financial system, the State program
of industrial-innovative development of Kazakhstan for 2015-2019. In the process of research, general scien-
tific methods were used: the method of comparative and dynamic analysis, system-structural and cause-and-
effect analysis, SWOT analysis of the system of state financial and credit support for innovation, as well as
analysis and forecasting based on a multi-factor correlation and regression model.

The study was made with the help of Committee on statistics of Ministry of national economics of the
Republic of Kazakhstan, the National Bank of Kazakhstan for the years 2011-2019, analytical reports and
studies, annual reports of development institutions and second-tier banks in the Republic of Kazakhstan.

A multi-factor correlation and regression model was developed to determine the degree of influence of
various sources of financing for the innovation sector on the volume of production of Kazakhstan's manufac-
turing industry. Program Stata 13 was used as a modeling tool, and a graphical illustration of dependencies
was performed in Excel. In the framework of modeling the selected indicators of dependence (the impact of
financial assets on the growth of the innovation sector), an attempt was made to determine the degree of the
greatest impact of various sources of innovation financing on the growth of the innovation sector. The sources
of statistical data for this group of dependencies were statistical indicators from the database of the World
Bank and the National Bank of the Republic of Kazakhstan for the period from 1995 to 2018.

Results

The risk node barrier in the context of interaction between financial and credit organizations and enter-
prises in the innovation sector is of paramount importance and includes a number of interrelated problems such
as: asymmetry of goals of sector entities, asymmetry of information exchanged between them, regulatory re-
quirements in terms of risk assessment, internal risk management systems, low quality of financial assets, high
cost of financial services, state and potential of subjects and industries, specifics of their activities, etc. The
risk nature of innovation undoubtedly affects not only the entire process of interaction between the financial
and credit and innovation processes, but also the results of such interaction. Today, high financial and industry
risks constrain all independence and initiative of financial and credit organizations in relation to the subjects
of the innovative sector.

The next key barrier that restricts the active interaction of the financial and credit and innovation sectors
of the economy is the resource sector. Total growing volatility in financial and commodity markets and the
instability of the macroeconomic indicators today reduces the confidence of potential investors long-term re-
sources temporarily available to financial institutions in the country, which leads to more hoarding and transfer
of available funds primarily on the real estate market, currency, investments in other real assets and accounts
of foreign banks, whose activities have proved reliable for centuries. Unfortunately, all these trends are due to
the lack of clear, effective and time-tested mechanisms for saving and investing temporarily available re-
sources. The problem is not even that these resources are not available, on the contrary, the country has serious
savings from mining, and there are long-term savings in insurance and pension funds and in the hands of the
population and business entities. All this suggest that this nodal barrier is closely related to the first “risk™,
because even if resources are available (including when the state sends trillions of funds to the banking sector
in order to Finance the needs of the real sector under different programs), these funds are “stuck” in the finan-
cial and credit system due to high risks. The relationship between the first two problem nodes is shown by the
incommensurability of the duration of the innovation process and the terms within which financial and credit
institutions have the right and opportunity to place the attracted resources. As practice shows, the innovative
developed countries that occupy the top 5 in the global innovation index have an average innovation cycle
duration of 7-10 years (Sweden, Denmark, the Netherlands), while the term of placement on Bank deposits of
domestic banks does not exceed 3—5 years. In addition to banks, the financial sector also has insurance and
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pension organizations that have longer-term resources on their accounts, but these organizations, following the
“letter” of the law and regulatory requirements, are also limited in risky investments. The significance of the
resource node barrier is determined by the need to organize an optimal allocation mechanism that can provide
sufficient and uninterrupted inter-subject, inter-territorial and inter-industry capital transfer within the country
and obtain positive effects at all levels of the national economy.

The third key barrier that constrains the harmonious interaction between the subjects of the financial and
credit and innovation sectors of the economy is the costs of the regulatory system. Of course, self-regulation
cannot be a problem or a barrier, but the nature, direction and limits of the current regulatory system in relation
to subjects of intersectoral interaction. In particular, it is a combination of such problems as: low competitive-
ness of domestic enterprises, under development of innovative sector entities, regional and sectoral imbalances
in development, corruption at all levels, disparity of target indicators and vectors of development of the main
directions of the implemented economic policy (monetary, industrial, innovative, antitrust, financial, banking,
etc.)

It should be emphasized that this particular node barrier directly affects the previous two. At the same
time, the cyclical nature of the development of economic systems dictates a periodic change in the regulatory
vector depending on the current economic situation. Depending on the stage of the economic cycle, regulatory
measures can either smooth out or exacerbate contradictions in the interaction of financial and credit organi-
zations and enterprises in the innovation sector. So the significance of regulatory issues for the progress and
results of intersectoral interaction between subjects of two strategically important sectors of Kazakhstan's
economy necessitates adjustments to current regulatory practices from hard-sided restriction measures that
target short-term effect towards a balanced and preventive regulation, which are of a stimulating nature and is
designed, primarily, long-term multiplier effects.

We believe that such a difficult task in the current conditions of development of the Kazakhstani economy
is unsolvable without a proper institutional infrastructure and environment that would support the trajectory of
intersectoral interaction in the right direction, not only inter-subject relations, but also general economic de-
velopment. In other words, the existing institutional infrastructure does not fully cope with its main function,
which allows us to conclude that institutional reforms should not be aimed at maintaining individual sectors
and their subjects, protecting their interests, but at maintaining mutually beneficial intersectoral interaction in
order to achieve cumulative macroeconomic effects.

The essence of the institutional framework for interaction between the financial and credit and innovation
sectors can be presented in the form of an institutional matrix, which is understood as a three-unit association
consisting of a set of elements that are interconnected, representing the key areas of development (Figure 1).
For the first time in their works, representatives of the institutional theory of North D. and Polanyi K. men-
tioned institutional matrices as a system of institutions represented as specific ways of development of a par-
ticular society.
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Figurel. Institutional matrix as the basis for interaction between
the financial and credit, and innovation sectors of the economy

Note — compiled by the authors

The matrix is based on institutions that modern science associates with the possibilities of high-quality
sustainable socio-economic growth of the economy. Today, the essence of the definition of “Institute” has not
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only the established rules and regulations, but also the appropriate mechanisms that support their strict imple-
mentation. In other words, modern interpretations of the concept of “Institute” emphasize the relationship
between the effectiveness of institutions and their stability both in the behavior of subjects and in the time
period. In this regard, the effectiveness of the process of interaction between the subjects of the financial and
credit and innovation sectors of the economy, in our opinion, can be ensured by cultivating stable informal
(ethics of behavior of subjects) institutions on the basis of improving and thoughtful use of formal (reflexive —
established by law norms and rules of behavior of subjects) regulatory institutions. The practice of such coun-
tries as England, the USA, Sweden, Denmark, the Netherlands, which tried to solve this problem at different
periods of time, has shown that they succeeded only in combination, enhancing the role and quality of work
of state and public institutions, focused on the diversity of opinions of economic agents and slow, progressive
formation of a complex of informal institutes that has a huge potential to support the process of inter-sectoral
cooperation, which is able to generate positive macroeconomic effects in an unstable economic environment
(Gusmanova et al., 2019).

In the field of improving the use of existing formal institutions, it should be noted about the observed
asymmetry in the current practice of regulating subjects, or rather about the disproportionality of the regulator's
requirements. There are a large number of institutional frameworks for financial and credit sector entities:
laws, regulations, limits, reserve requirements, licensing, availability of infrastructure organizations (rating
agencies, credit bureaus, etc.), and there are no such regulatory requirements for entities in the real and inno-
vative sectors of the economy. This only increases the asymmetric nature of the interaction between the parties
and significantly expands the risk and uncertainty zone of the behavioral strategies of the interacting subjects.
With one-sided use of only formal regulatory institutions, their role in the interaction of the financial and credit
and innovation sectors is quite contradictory and sometimes fruitless. This fact is confirmed by the implemen-
tation of numerous state programs for financing priority sectors of the economy through the involvement of
commercial banks and the use of a wide range of incentive tools (insurance, subsidies, tax breaks, etc.) and the
simultaneous impact of regulatory requirements of the financial regulator aimed at minimizing risks — they
do not allow the subjects of the financial and credit sector to adequately finance the needs of the subjects of
the real (including innovative) sector, distorting the initial behavioral strategies (Rakhmetova et al., 2017).

In this regard, we believe that maintaining stable intersectoral interaction can be achieved by replacing
strict measures with indirect and incentive measures that would give freedom of action to financial and credit
sector entities, but with stricter responsibility for the results of decisions taken. At the same time, the parties
involved in the implementation of an innovative project (financial organizations and innovative enterprises)
must share not only the profit in case of a successful outcome, but also the losses in case of failure (adaptation
and implementation of the principles of Islamic Finance). In this case, the rationality of using the principles of
Islamic Finance, in our opinion, is justified, since formal institutions must necessarily be supported by properly
nurtured informal ones, which contain and operate a more robust mechanism of self-support, including certain
behavior based on high responsibility, morality, honor and conscience. Additional arguments for adapting
certain principles of Islamic banking can be: 1) stability of interaction is ensured due to the fact that monetary
resources are provided with real assets; 2) the principle of partnership prevails, eliminating the dominance of
one of the parties (reducing asymmetry); 3) a mechanism for mandatory mutual fulfillment of obligations by
the parties is built in.

It is important to note that within the framework of improving institutional reforms, models of state reg-
ulation that have long been developed in the world can be used. Judging by the emerging trends of expanding
the state's presence in promoting intersectoral development, Kazakhstan uses the Anglo-Saxon model of reg-
ulation, which is based on the state's influence on the economy through the financial and credit sector, in
particular the banking sector (this model is widely used in Canada and England). The essence of this model is
that the primary assistance and support of the state is provided primarily to financial and credit organizations
in order to direct financial resources to the development of the real economy, including innovation. However,
the choice of this model, in our opinion, exacerbates the asymmetry in the development of sectors and limits
their convergence, since the funds allocated by the state are deposited in the financial and credit sector due to
high risks. The question arises “How to break this vicious circle? “The answer to this question is given by the
second model of state regulation of intersectoral interaction — continental (used in European countries), in
which the state directs its assistance and provides support directly to the real and innovative sectors, or the
state pointwise participates in supporting enterprises of priority industrial sectors in times of crisis, which
raises the level of development of the real (including innovative) sector to an investment attractive in the “eyes”
of financial and credit organizations. We believe that the use of the continental model solves several unsolved
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problems: 1) a decrease in dependency sentiment in the financial and credit sector; 2) increased competition
in both sectors; 3) increased presence in priority industries, which is supported by the state, which reduces
industry risks; 4) opens access to resources for industrial enterprises, which improves their condition, increas-
ing their solvency and creditworthiness.

In addition, the high level of state intervention in the economy in a market economy indicates the asym-
metry of institutional reforms. The weakness of the institutions of an independent assessment, the lack of
specific limits of state participation in economic processes, lack of transparency institutional changes, reforms
“for the sake of reforms™ and not in the name of the specific results — all this, in our view, triggers the growth
of bureaucracy and corruption, limiting the effectiveness of cross-sectoral collaboration, which should ensure
stable and progressive development of the entire Kazakh economy.

Thus, the current system of institutions regulating the subjects of interaction between the financial and
credit and innovation sectors of the economy, against the background of an imperfect institutional environ-
ment, still does not contribute to the activation of a qualitative process of interaction that ensures high and
stable economic growth. The initial, high rate of change of existing and introduction of new formal institutions
is in conflict with established informal institutions, dooming the implemented institutional reforms to failure,
creating an institutional vacuum that exacerbates the asymmetric nature of interaction between the subjects of
the financial and credit and innovation sectors of the Kazakh economy.

The next element of the institutional matrix is the institutional infrastructure, the elements of which to-
gether are designed to maintain the interaction process in an up-to-date state, in a correctly set trajectory and
regardless of cyclical fluctuations, not allowing the subjects of the sectors to move away from each other.

The practice of economically developed countries of the world shows that the solvency of the infrastruc-
ture and all its main elements is ensured: by the state, partly by the state, partly by private business. Despite
the fact that individual elements of the infrastructure have already been developed in Kazakhstan through
analysis and adaptation of international best practices (operation rating, statistical and collection agencies,
credit bureaus, the institutions of guarantees and insurance), however, the problems of interaction of subjects
of financial-credit and innovative sectors a not reduced, because of the weakness of the institutions of an in-
dependent assessment of the risks of real assets; institutions insurance investment risks in the innovation sector;
lack of private development institutions, underdevelopment of the segment of auxiliary information-analytical
and consulting agencies with increased responsibility for the results of their activities, etc.

In terms of ensuring positive effects by means of interaction between the financial and credit sectors, it
is necessary to diversify the levels of the banking sector as a leading segment of the financial and credit system
as a part of the infrastructure. In particular, it is necessary to take into account the significant territorial disper-
sion of the economically and industrially developed zones of Kazakhstan and their distance from the center of
the country through the expansion of financial and credit organizations of a specialized level, the main feature
of which will be represented by regional and sectoral binding. For example, successful implementation of such
example is available in Germany (land banks), Switzerland (office banks), Denmark (infrastructure “green”
banks), the Netherlands (agricultural innovation banks), India (craft banks), and Bangladesh (rural banks). We
believe that the best solution, taking into account the peculiarities of the development of the domestic economy,
will be the revival of branch banks in key sectors of the economy with the function of crediting innovative
projects for each specific industry that has its own specifics. The form of ownership of such banks can be either
private or shared with the state. Deepening regional and industry diversification will ensure, in our view, that
local regional characteristics and industry specifics are taken into account, that individual approach to risk
assessment is taken, that appropriate methods are developed and gradually improved, and that staff competen-
cies are increased. The use of the public-private partnership model in the formation of such financial structures
is a priority for work in the innovation sector, as it will simplify access to an adequate amount of resources
necessary for the implementation of all stages of the innovation process and will make it possible to use state
institutions of insurance, guarantees and subsidies. A supportive set of measures can be the practice of applying
a differentiated approach to the implementation of prudential and tax policies in relation to such elements of
the institutional infrastructure in accordance with the results of their activity and effectiveness in the innovation
sector.

One of the relevant issues of forming the appropriate information infrastructure in Kazakhstan is the
establishment of the Institute of national rating assessments. However, views on the activities of international
agencies (Fitch, Moody's, Standard&Poor's) has changed significantly after the global financial crisis, increas-
ing the degree of distrust towards them, making possible the creation of a network of national rating agencies
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of national and regional importance on the basis of licensing or regional rating agency on the basis of the
National Bank of the Republic of Kazakhstan while pinning responsibility for the results of such activities.

Thus, the modernization and improving the existing infrastructure can significantly reduce the pressure
of key barriers on the process of interaction between the subjects of the financial and credit and innovation
sectors of the economy. The solvency, diversity and availability of fully developed infrastructure elements can
give impetus to the convergence of financial and credit organizations and innovative enterprises. This element
of the institutional matrix is designed to eliminate existing market failures and contribute to the formation of
stable informal institutions that ensure the stability of not only the process of intersectoral interaction, but also
the development of the economy as a whole.

Innovations as an element of the institutional matrix, representing various types of novelty and novation
(Yagudina, 2004), reflect not only significant changes in the structure of the economy, contributing to progres-
sive economic development, but also can form the basis for the development of new forms of interaction be-
tween financial and credit organizations and enterprises of the innovative sector. The presence of signs of
dynamic development in the essence of innovation is noted in his works by J. Schumpeter (Schumpeter, 1982).

Asymmetric processes in the development of the innovation sector and existing regulatory institutions is
confirmed by the fact that in the conditions of realization of the program of industrial — innovative develop-
ment in the Republic of Kazakhstan, the level of innovative activity of enterprises the last few years does not
exceed 7-8 %, while, in developed countries this ratio is much higher: Germany — 70 %, Canada — 65 %,
Belgium — 60 %, in Denmark — 55 %, Europe 20 — 40 %.

Discussions
The results of the analysis of a group of factors showed that there is an inverse relationship between the
export of high-tech goods in Kazakhstan and foreign direct investment (775,, 1, = —0.48) (Figure 2).

Dependence of innovation on foreign direct Dependence of innovations on pension
investment assets

50,0 50,0
10 0O o 0.0 o
40,0 oo J’“ P
30,0 [e)¢) o 30,0 T
20,0 oo o0 20,0 -~ oo
10,0 ® o« ® ' ''''' e. 10,0 .‘

0,0 ® o °* 0,0

0,0 50,0 100,0 150,0 200,0 0 5 10 15 20
Dependence of innovations on internal Dependence of innovations on insurance
loans to the private sector companies ' assets
50,0 50,0
,0 4 0,C »
40, &, 40,0 -,
30,0 ® o ...O 30,0 o o9
o 4ED

20,0 pe i --—8 20,0 Y M

100 [~gw-” o0 ¢ 10,0 ®e 0 ®

A o0 o

(.),(.) 7 B ) ) ) (},()

0 20 40 60 80 0 0,5 1 1,5 2 2,4

Figure 2. Dependence of innovation results on foreign direct investment,
bank lending, pension and insurance assets in Kazakhstan

Note — compiled by the authors

The result confirms the thesis that the quantitative growth of foreign direct investment does not provide
a guaranteed impact on improving the results of the innovation sector in the Republic of Kazakhstan. This
result is not accidental. It confirms the choice of the so-called “catch-up development” model by Kazakh en-
terprises in the industrial sector, according to which the owners of enterprises (both domestic and foreign
investors) do not invest resources in innovative developments, but buy ready-made high-tech equipment. The
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assessment of the impact of bank loans showed the strongest correlation between the indicator of exports of
high-tech products with indicator of domestic lending to the private sector, since the correlation coefficient
has the value. All regression coefficients are statistically significant. At the same time, with an increase in the
share of domestic loans to the private sector in GDP by 1 %, the share of high-tech exports in industrial exports
will grow by 0.49 %. Similarly, an increase in the share of long-term bank loans to legal entities in GDP by
1 % will contribute to an increase in the share of exports by 1.8 % respectively.

As part of the assessment of the impact of pension and insurance sector assets on the indicator of innova-
tion performance (exports of high-tech products in the total volume of industrial exports) in the Republic of
Kazakhstan, it was found that the resulting indicator is influenced mostly by the assets of insurance companies
("inna,= 0.79) and to a lesser extent by pension assets (Tjuna, = 0.56).

If the share of banking assets in GDP increases by 1 %, we can expect an increase in the share of high-
tech exports in industrial exports by 0.33 %. In turn, if the share of pension assets increases by 1 %, the share
of exports of high-tech goods will increase by 1.89 %. The increase in the share of insurance companies' assets
will contribute to the growth of exports of high-tech products by 29.4 % of industrial exports.

Thus, despite the still insufficient role of the banking, pension and insurance segments in financing inno-
vative companies, due to the concentration of long-term resources, they have a great potential to interact with
the subjects of the innovative sector of Kazakhstan.

Conclusions

Thus, the analysis of institutional inconsistencies that exacerbate the asymmetric nature of interaction
between the financial and credit and innovation sectors of the economy allows us to conclude that the main
reasons for the periodic cooling of relations between the subjects of two important sectors for the economy
and their periodic distance from each other are: 1) the dominance and pressure of formal institutions without
a focus on the cultivation of stable informal institutions; 2) the weakness of the institutional infrastructure; 3)
the absence of an integrated approach to the implementation of economic policy, when each of its directions
has a purely individual goal setting and an appropriate vector; 4) in the context of dynamic economic devel-
opment there is a mismatch between time and the stage of initiation and implementation of innovation by
actors, interactions and the regulatory bodies (in terms of the key stages of the economic cycle — in times of
crisis innovation sector needs funding for innovation, in order to overcome the crisis and financial-credit in-
stitutions do not want to risk, and, conversely, in a period of economic growth — financial and credit organi-
zations are willing to risk and finance innovations in order to diversify their investments, but the subjects of
the innovation sector are not ready for this kind of borrowing.
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A.M. PaxmertoBa, I''M. KankabaeBa

Kap:xbl 7k9He HHHOBANMSIBIK CEKTOPJIap cy0ObeKTijIepiHiH e3apa
dpeKeTTeCYiH perTeyleri MHCTUTYHHOHAJIBIK acleKTiiep

Anoamna

Maxkcamor: MaKallaia ”HCTUTYLIMOHAIIBIK 9lICHAMAJIBIK TOCIJI MPU3Machl apKbLIbl CEKTOpapaIblK THIMCI3 e3apa ic-
KHMMBUI MaceJiesiepl KapacThIpbUIFaH. ATtar alTKaH/a, aBTopiaap KasakcTaHIbIk 5KOHOMUKAHbIH Ka31pri 3aMaHFbl JKar1ai-
JapbIHAA Kap>Kbl HECHETIK JKoHE MHHOBAIMSUTBIK CEKTOPIIap CyOBEKTiNepiHiH yiiieciMIi )koHe THIM/II ©3apa ic-KUMBUIBIH
IIEKTEUTIH MpobiieManap sl 3epTTey KoHEe alKbIHIAy MaKCaTHIH KOHBII OTHIP.

O0ici: cambICTPIPMANbl, CTATUCTUKAIBIK JKOHE capanTaMaiblK TalgayAbl MalganaHy HETi3iHAE aBTOpiap KapxKbl-
JBIK, HAKTHl J)KOHE PETTEYIIl MHHOBAUMSIAPIBI JaMbITy, WHCTUTYIHOHAIABIK MHQPAKYPBUIBIMIBI OfaH 9pi JaMBITY,
pecMu JkoHe OefpecMH MHCTUTYTTAP/AbIH OHTAWIIBI YiIeCyl TYPFBICBIHAH Ka3ipri MHCTUTYIMOHAABI OPTaHbI XKaKCcapTy
apKbUIBI Kosga 6ap mpoOiemMansk TopanTapasl HUBECTUINSIAY KQKET JETl TY>KbIPBIMIaH bl

Kopvimuinowi: KonnaHbICTaFbl aCCUMETPUSIHBI TOMEHAETY YIIIH Oip Me3riyiie eKi CeKTOpAbIH cyObeKTinepin Oen-
CEHJIl )KOHE BIHTAJAH/ABIPYIIbI PETTEY OarbITHIHIA PETTEYII WHCTUTYTTapAbl KOJIIAHbLUTY ITapaurMachlH ©3repTy YChI-
HBUIFaH.

Tyoicoippimoama: Makaiaga OaHKTIK HECHeJey liH KOpCeTKIIITepi, 3eHHEeTaKpl XKHE CAKTaH/IBIPY CEKTOPJIAPBIHBIH
WHBECTHLIVSUIBIK QJICYETiH, HHBECTULMSIIAP/Ibl, COHal-aK JaMy WHCTUTYTTapbIHbIH MHBECTUIMSUIAPBIH KEIICH T Tajiay
Heri3inne KasakcTaHHBIH HHHOBAIMSUIBIK CEKTOPBIH Kap)KbIIIAHABIPYIBIH MOCEeIep] aHBIKTAIFaH.

Kinm ce30ep: nHCTUTYTTap, UHHOBALMSIIAP, KAP>Kbl CEKTOPBI, OaHKTEP, MHHOBALUSIIBIK CEKTOpP, HHCTUTYLIHOHAII-
JIBIK OpTa, peTTey.

A.M. PaxmetoBa, I'.M. KaikabaeBa

NHCTHTYHHOHAJNIbHBIE ACTIEKTHI B PeryJMPOBAHIM B3aNMOAeHCTBUSA
cy0ObeKkTOB GUHAHCOBOI0 U HHHOBALIMOHHOI'0 CEKTOPOB

Annomauusn

L]ens: B cTaThe pacCMaTPHUBAIOTCS BOTPOCH HEA(P(HEKTHBHOTO MEKCEKTOPAITEHOTO B3aMMOACHCTBHSI CKBO3b IPHU3MY
WHCTHTYIIMOHAIBHOTO METOI0JIOTHIECKOTO OAX01a. B 4acTHOCTH, aBTOpaMu CTaBUTCA II€TIb — HCCIIE0BATh U BBISIBUTH
MIpoOIeMBI, OTPaHNYNBAIOIINE TAPMOHUIHOE U B3aNMOBBITOTHOE B3aUMOICHCTBHUS CyOBEKTOB (PHHAHCOBO-KPEIUTHOTO 1
WHHOBAI[MOHHOTO CEKTOPOB B COBPEMEHHBIX yCIIOBUAX Ka3aXCTAHCKOW YKOHOMHUKH.
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Memoovi: Ha OCHOBE UCIIONB30BaHIS CPAaBHUTEIBHOTO, CTATHCTUIECKOTO M SKCIIEPTHOTO aHAJIN3a aBTOPHI IIPHUXO-
JUIT K BBIBOJIy O HEOOXOANMOCTH HUBEIMPOBAHMS HUMEIOLIMXCS MPOOIEMHBIX y3JI0B IIOCPEJICTBOM COBEPILEHCTBOBAHMS
JIEWCTBYIOIIEH MHCTUTYIMOHAJILHOM CPe/ibl B 4aCTH Pa3BUTHUS OJHOBPEMEHHO (DMHAHCOBBIX, PEANIbHBIX U PEryJISITUBHBIX
WHHOBAIMH, TAJIbHEHIIEr0 pa3BUTH MHCTUTYLIMOHAIBHON MH(PACTPYKTYypBl M ONTHMAJILHOTO COYETaHUS! HHCTUTYTOB
(opmaipHOro 1 HehopMaIbHOTO XapakTepa.

Pe3zynomamoi: pekOMEHI0BaHO U3MEHUTH ASHCTBYIOLIYIO MapaJurMy NPUMEHEHUS HHCTUTYTOB PEryIUpOBaHUS B
CTOPOHY IPEBEHTHBHOTO M CTUMYJIMPYIOIIETO PEryJIMpPOBaHUs CyOBEKTOB OJJHOBPEMEHHO 000X CEKTOPOB C LIEJIBIO CHH-
KCHUS UMEIOIIEHCS aCHMMETPHH.

Bvi600vi: B cTaThe BEISBIIEHB! TIPOOIEMBI (PHMHAHCHPOBAHNUS MHHOBAIIMOHHOTO cekTopa KazaxcraHa Ha OCHOBE KOM-
IUIEKCHOTO aHAJIM3a MoKa3aTesie 0aHKOBCKOTO KPEIUTOBAHMS, HMHBECTUIIIOHHOTO OTEHIIHAIA IEHCHOHHOTO M CTPaxo-
BOTO CEKTOPOB, MHBECTHUIIH, a TAKXKE BJIOKCHHUN MHCTUTYTOB PAa3BHUTHSI.

Knroueevie cnosa: VHCTUTYTHI, HHHOBAIIUY, (PMHAHCOBBIM CEKTOp, OAHKH, HHHOBAIIMOHHBIA CEKTOP, HHCTUTYIIUO-
HaJbHasl cpesa, peryJiupoBaHue.
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Digitalization of the insurance industry of Kazakhstan:
problems, digital technologies, development paths

Abstract

Object: The purpose of the study is to justify the objective need to transform the insurance industry of Kazakhstan
using new technological digital solutions and to study the problems. According to the results of the study to consider
reforming the insurance using digital technologies.

Methods: During the study, the author used methods: observation, generalization, comparison, analysis, systematic
approach, systematization of the materials, processing.

Results: The article explores current trends in the insurance industry of Kazakhstan, using digital technologies. The
concept of “digital insurance” is substantiated, the main factors of digitalization of the insurance industry are determined.
Business processes of insurance activities of the company, which are subject to the use of digital technology, are specified.
Digitalization implementation issues in the domestic insurance market are analyzed and priorities are identified.

Conclusion: The author argues that the digital economy is a future economic model based on new productive forces.
In this aspect, the issues of integrated digitalization of the financial (insurance) sector of the economy are relevant. The
trends in the modern development of financial digitalization will radically change the regulatory functions of the state in
the financial sector, the relationship between consumers of financial services and suppliers, creating new competitive
opportunities.

Keywords: digitalization, online insurance, internetization, large numbers (BigData), Internet resources, databases,
blockchain technology, information and communication interaction.

Introduction

Digitalization of the economy is an inevitable objective process of development of the national economy
in the conditions of a new technological structure, which is based on new productive forces that realize a higher
level of productivity. In previous technological systems, such forces were the first steam engines, weaving
machines, in the next ones — electricity, computers, and in the last technological mode, they are information
technologies, which in turn cause new production relations related to digital technologies in the socio-
economic life.

The idea of technological transformation has changed not only the approach to carrying out routine house-
hold tasks of a person, but also the economic course of development of entire countries. Digitalization of the
economy is much wider than just the use of electronic services, the concept covers the entire system of eco-
nomic relations, which is based on the use of information and communication technologies. The concept of
the digital economy appeared in the last decade of the 20th century, it is connected with the name Nicholas
Negroponte, who used the hypothesis of the transition from processing physical properties (atoms) to pro-
cessing numbers (unit of information is bits) (Negroponte, 2013). One of the advantages of digital data over
analog is that, signals can be transmitted without distortion, instant global movement (Horowitz and Hill,
1989).

Many experts believe that new information technologies using Internet resources can qualitatively de-
velop the traditional economy, increase labor productivity, achieve competitive advantages, decentralization
and simplify the control of analysis of the main processes.

In accordance with world trends, the objective need for digitalization of the national economy, including
financial industry, is in demand in Kazakhstan. The development level of the digitalization of insurance market
is inextricably linked directly to the state of technologicalization of the digital economy in the country. For a
developing country like Kazakhstan, the digital transformation of the country's financial system using new
digital technologies allows us to raise economic relations in the financial services sector to high standards of
national economic growth, which confirms the relevance of the study of the development of digitalization of
the insurance industry in Kazakhstan.
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The process of digitalization throughout the world actively penetrates into the socio-economic life of
almost all countries in the world that implement national programs of digital development. The digital econ-
omy acts as a new type of management based on information processing for management in all cycles of social
production and consumption.

Radical changes are taking place in the financial (insurance) industry, and, in general, in the economy.
New technological solutions based on digital innovations are being introduced, new terms and concepts, such
as Internetization, the digital economy, digitalization, recyclability, Big Data and others are being introduced
into the practical and scientific environment. As scientists and experts note, “digital transformation (or digi-
talization) is a ubiquitous concept in the modern insurance business ecosystem” (Persson et al., 2018).

Digitalization introduces innovations, improvements in the activities of business, insurance companies
aimed at changes in the insurance ecosystem, industries, management and competitiveness in the markets. All
factors of the insurance environment, both external and internal, are reviewed. As noted in the article named
“Digital insurance — customer expectation in a rapidly changing world” by M. Sebulsky, Jorg Gunther and
others say, that “internal and external factors are the driving force behind changes in the insurance market. The
emphasis in the insurance industry has shifted from managing the insurance sector itself to managing a flexible
cross environment” (Cebulsky et al., 2017).

Digital transformations are being successfully implemented in many developed countries, such as Singa-
pore, the USA, Japan, Germany, Denmark and others, in which almost all government services and industries
have been switched online, smart projects are being implemented, etc. Emerging markets are also starting to
solve digitalization problems in order not to lag behind in national development. The relevance of the study of
insurance markets becomes apparent, as noted in the materials of the Swiss Forum on Risks and Insurance,
which summarizes the main trends in the development of modern insurance and discussion of digitalization
and the insurance sector (Albrecher et al., 2019).

Leading experts, in particular, German Gref (the head of Sberbank), Christine Lagarde (IMF) and others,
are already talking about this trend at all levels. In the context of digitalization, the infrastructure of the finan-
cial systems of countries will change, basic elements will appear on digital platforms, more advanced digital
currencies will be used instead of the national money from a single emission center — they will be replaced
by national cryptocurrencies, also regulated by the state, but used in a decentralized manner. Business pro-
cesses in insurance are also undergoing dramatic changes.

According to Russian scientists (A.A. Tsyganov, D.V. Bryzgalov), it is assumed that “digital insurance”
is a way to satisfy the traditional or specific (generated by digitalization) need for insurance protection through
digital technologies.

In the scientific works of foreign and domestic scientists, experts in the field of insurance, such as A. Kap-
pello, N. Albrecher, A. Bommier, M. Persson, S. Grundstrom, Jorg Gunther, M. Cebulsky, P. Heidkamp,
M. Eling, K. Lehmann, O. Krasilnikov, A. Tsyganov (Tsyganov, Bryzgalov, 2018; Bejsembaj, 2019;
Akhmetova et al., 2019; Zhartaj et al., 2019) and others, it is noted that the principal factors of digitalization
of insurance are: the massive use of digital technologies, such as the Internet (Internetization); processing large
arrays of numerical data; satisfaction of individual requests of the insured (individualization).

The so-called concept of “digital insurance” does not mean that a new type of insurance has appeared,
but emphasizes the prevailing use of digital technologies in the insurance process. In practice, the term
“electronic” insurance is often used. Often, some experts understand “digital insurance” as a narrower concept,
such as the emergence of a set of new risks caused by information, digital, and electronic technologies, such
as cyber risks, electronic commerce risks, cybercrime insurance, etc.

The main tools of digital insurance are: blockchain, processing of large arrays of numerical data
(BigData), artificial intelligence, cloud technology, the Internet of things, with the help of which individual
requests of the insured should be satisfied.

Current experience in the development of the Kazakhstani economy shows a complex backwardness in
digital technologization, the filling of management and technological processes with digital content is
extremely slow, and there is no systematic approach.

It can be assumed that the process of digital technologization was not given due attention by the state due
to insoluble problems of an objective nature, although there are “points” of explosive growth in digital
processes in some sectors of the economy that are predisposed to this. These serious problems are as follows:

1) unpreparedness of the national economy to introduce an integrated digitalization system due to objec-
tive factors of the technological backwardness of the economy;
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2) underdevelopment of legislative support and infrastructure for the universal digitalization of techno-
logical processes;

3) problems of interactions between departmental databases (DB) and their intersectoral interoperability,
lack of effective data storage security and cyber protection.

A new model of financial technologies, based on the transformation of the elements of a traditional eco-
nomic model, is aimed at the formation of digital technological chains in all spheres of human activity and
sectors of the economy. The corresponding specification is of a decentralized network nature, with a targeted
focus on specification and individualization of the digital services provided.

In order to issue a digital policy as a final product, insurance as the most important link in the country's
financial system cannot develop separately without interacting with information elements of the external dig-
italization environment. This requires an appropriate digital infrastructure. Digital (online) insurance is one of
the links in digitalization. Digital (online) insurance is being implemented in Kazakhstan, as in many countries.

The main economic content of insurance remains unchanged, but the formation of new elements in
insurance, the introduction of new innovative technological elements is in progress. Over its history, insurance
has undergone several fundamental technological innovations, in particular, the introduction of actuarial
calculations, which has become the basis of modern insurance business; the use of labor by insurance agents,
which laid the foundation for mass insurance; the use of computers that have simplified the implementation of
many business processes in insurance, etc.

Methods

To study the economic processes of the topic, the following forms and methods of scientific knowledge
were used:

1) observation of the processes taking place in the context of the formation of new economic relations in
insurance, in which there is a replacement of traditional elements with new digital business solutions based on
technological tools;

2) generalization, comparison and systematization of the obtained materials, their processing through
analysis methods and a systematic approach.

3) analysis in parts of the specific processes of the investigated object, to generalize and draw conclusions
on the topic under study. Thus, the authors provided a systematic approach (integrated) to the complex multi-
factorial phenomena of the economic relations of digital insurance. Using a systematic approach, functional
relationships, both direct and inverse, between variable factors were investigated.

4) elaboration of specific patterns of digital insurance new economic relations development, determina-
tion of trends and risks.

5) based on systematization of the data presented, proposals for development of digital insurance in the
country are presented.

Results

At the heart of digitalization of the insurance market of Kazakhstan (early 2017-2018), as in many
countries, business processes of an insurance company use Internet possibilities to the maximum.
Digitalization of the insurance industry is a much broader concept than digital insurance or online insurance.
In legislation practice in Kazakhstan, the term “online insurance” is adopted, which has a narrower meaning
and involves the sale of insurance services via the Internet. Currently, the regulator and the market are
discussing only the issues of creating and implementing an electronic policy of compulsory liability insurance
of car owners (Compulsory insurance of ligal liability of vehicles owners — CILLVO), because of its mass
character, social significance and obligatoriness.

One of the main infrastructural components of digitalization in Kazakhstan insurance is the interaction of
information and communication links of the insurance industry with other information systems, such as
databases of the Ministry of Internal Affairs, the Ministry of Finance, the State Revenue Committee, the
judicial system, the Electronic Government Corporation public services, etc.

In the insurance market, the basis for information interaction is the Unified Database (UIDB — Unified
Insurance Database) of insurance companies in Kazakhstan for collecting insurance information, created in the
mid-2000s, using which bonus-malus discount systems are calculated using correction factors.

In the context of digitalization, the external and internal environment of digital insurance is changing,
new conceptual changes in the management system and other issues are appearing, which is noted by many
scientists (Cebulsky et al., 2017).
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The external environment is a combination of factors and conditions affecting the competitiveness of the
insurer in the market. External factors include the country's economic situation, market conditions, scientific
and technological progress, government regulation (legislative support and the formation of the industry’s
digitalization infrastructure) and competitive insurance companies. To consider the possibilities of positive
implementation of industrial digitalization, the level of state regulation, the state of technical equipment of an
innovative nature, with favorable other environmental factors, are extremely important.

Internal factors affecting the effective operation of a company are administrative management, marketing,
insurance product, profit, financial stability and solvency, pricing. Of the internal factors, decisive are qualified
management personnel and the availability of innovative approaches to work.

Supplementing the contents of traditional insurance with new digital approaches makes it possible to
significantly improve insurance conditions, reduce costs and tariffs, and flexibility in meeting customer
requests.

In our opinion, digitalization of the insurance industry is a new level of economic relations regarding the
purchase and sale of the insurance product (service) between the insurer and the insured using information and
digital technological solutions, while maintaining the economic content of the concept of “insurance”. The
new concept of “digital insurance” emphasizes the predominant use of digital technology in insurance.

In practice, the Internetization of insurance activities is implemented in insurance companies in the
country in the following areas:

— Internet sales of insurance services;

— settlement of insurance claims via the Internet;

— collection of information about policyholders via the Internet.

Using digital solutions in insurance, the increased use of the Internet by households, enterprises and the
state leads to the emergence of new segments of the insurance market, such as cyber risks insurance, insurance
of Internet of things, etc. Moreover, the implementation by insurance companies of only insurance activities
using digital technologies is defined as the digitalization of the insurance market, which, in our opinion, isn’t
completely correct.

In the context of digitalization, the insurance market begins to actively use fundamentally new digital
digitalization tools, such as blockchain technology, large numbers of data (BigData), artificial intelligence,
cloud technology, the Internet of things, by which the satisfaction of individual requests of the insured is
solved. In the world, the scope of digital technology is expanding in every way, e.g.:

1. In world practice, the most relevant 5 business projects using blockchain technology in the insurance
industry are currently known: Etherisc. Medishares PAL Network. Teambrella VouchForMe (Novikova,
2019).

2. The use of Big Data technologies by insurers in the areas of insurance activities, such as risk assess-
ment, prevention and combating insurance fraud, automation of routine operations in insurance, to individual-
ize insurance needs, is based on an analysis of all parameters of human life (big data about client behavior)
Machine Learning Models for insurance risk assessment (Novikova, 2019; Vichugova, 2019; Eling, Leh-
mann,2018). In addition, the experience of Latvian insurers in studying the impact of digitalization on the
development strategy of Latvian insurance companies and the perception of customer values and preferences
in the digital transformation era is also interesting (Voronova et al., 2018).

3. AIG conducted a study on the experience of large companies that implement the “Internet of things”
technology (IoT). Thus, an annual 20 % growth of the Internet of Things market is forecasted, meaning that
by 2020, the contribution of IoT-technologies to the world economy will amount to US $15 trillion. By this
time, 50 billion devices will be connected to the Internet (Sean Dubrawak, 2016).

The study predicts that in the future, risk assessment through the introduction of the Internet of Things
will become better. The introduction of the Internet of Things technology in insurance will contribute to the
development of new innovative insurance products, services and working methods.

4. A leading insurance company American International Group, Inc (AIG), one of the world leaders in
the field of personal and property insurance has the practical use of “cloud” technology. The company imple-
mented virtualization technology using the Global Infrastructure Unity (GIU) project to transfer all applica-
tions and databases of branches, AIG offices, to a corporate “cloud” data center. In Europe alone, over the past
six months, within the framework of the GIU project, more than 800 insurance programs and databases from
the countries where the company operates have been transferred to the field of “cloud” technologies (Laguten-
kov, 2018).
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5. The insurance sector is heavily dependent on large amounts of data processing and diversity, and data
processing underlies intelligent information technology. Many insurance companies channel funds to expand
digital capabilities in the field of artificial intelligence. According to Novarica, approximately 20 % of the IT
budgets of insurers for 2019 are intended to improve analytical tools and accounting systems (Shepelin, 2014).

Insurtech companies, which develop many innovative solutions and insurance services, begin to play an
important role in world insurance practice. Insurtech, in its technological innovations, forms the basis for in-
dividualization and customer focus using data and digital platforms.

The main trends of 2019 in the developed insurance markets of the world, reflecting the general direction
of digitalization of the insurance industry according to the Hannover Re report, are as follows (Allinsurance.kz,
2019):

1) insurtech startups are actively developing and offering their solutions, and the leading insurers in the
world acquire and implement them, competing for customers.

2) InsurTech will build infrastructure for new insurance services in China. According to a joint report by
ZhongAn Research Institute ZhongAn FinTech and professional service firm KPMG China, the significant
growth in Internet technology and the development of InsurTech in China prepared the key infrastructure for
creating a “new insurance” that is driven by emerging technologies such as big data, cloud computing, Al, the
Internet things and blockchain (Allinsurance.kz, 2019).

3) the largest insurance company Manulife (Canada) is collaborating with Insurtech Blink on the devel-
opment of parametric travel insurance against crash during travel to its customers.

4) a Japanese general insurance company has partnered with Singapore's Insurtech Plug and Play program
to enable Tokyo Marine to gain access to the Plug and Play network and work with startups from the Asia-
Pacific region to test and implement products in all of its offices in Southeast Asia..

5) Australia has expanded industry collaboration last year, with a 53 % increase in the number of Insur-
Techs operating between insurance companies and InsurTech companies.

6) Chinese insurer ZhongAn Online P & C Insurance is working with Digital Insurance Agenda (DIA) to
promote the development of InsurTech worldwide, Shanghai Daily reports. Zhong An is the first digital insurer
in China, DIA is a major InsurTech conference headquartered in Barcelona.

7) Insurtech insurance premiums will exceed US$400 billion by 2023, according to a new study from
Juniper Research U.K, compared with about US$187 billion expected in 2018 (Allinsurance.kz, 2019).

Current trends in the implementation of digital technologies in insurance (InsurTech) are considered in
the studies of many foreign scientists and experts. In particular, the analysis of digital technologies on the
competitiveness of insurance markets pays special attention to the competitive opportunities of InsurTech
implementation for existing insurers in the book by A. Cappello (Cappiello, 2018; Albrecher et al., 2019).

Discussion

According to the author, digitalization of the insurance market is a completely new level of industrial
relations in the insurance process, because digitalization of business processes of insurance activity is taking
place. The regulator represented by the National Bank has established a number of requirements for building
and shaping IT systems of insurance organizations. This led to the fact that market participants began to make
decisions on digitalization of business processes, introduced new systems. In modern Kazakhstani reality, the
business processes of insurance activities of an insurance company through Internet technology are as follows:

1. Organization of information and communication interaction with potential clients — insurers
(informing, polls, consultations, etc.).

2. Issuance of electronic policies, related procedures for identification and authentication;

3. Automation of a damage calculation, preliminary risk underwriting, implementation of insurance
claims. Visualization and inspection of an insurance event, assessment and calculation of damage, insurance
event, digitization of the relevant documents of an insurance event;

4. Maintaining a database of insurance statistics. Formation and interaction with the UIDB database;

5. Automation of the calculation of the insurance rate using large numbers of insurance statistics;

6. Organization of methods for protecting the company's Internet resource, information confidentiality;

7. Organization of information exchange with other information databases (Ministry of Internal Affairs,
Ministry of Finance, etc.). Maintaining confidentiality of data exchange rules;

8. Maintaining and updating information on an insurance company website.

To purchase an insurance policy on the website of an insurance company, a policyholder can carry out
the following procedures:
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1. Choose a specific insurance product, familiarize yourself with the terms of the insurance rules;

2. Fill out an application for insurance, fill out a questionnaire and other necessary documents for apply-
ing for an insurance policy (scanned copy of the vehicle data sheet, identity card of the insured and others);

3. Get a calculation of the insurance services cost and pay the insurance premium (or part thereof);

4. Get an insurance policy (insurance contract), through electronic digital printing (EDS) or in a
traditional way;

5. In the course of the contract, make changes through the Internet;

6. Submit claims about the insurance event;

7. Receive the amount of insurance payment.

According to Kazakhstani legislation, the insurance contract is subject to conclusion using the electronic
digital signature (EDS) of the insured, taking into account the requirements established by the Law of the
Republic of Kazakhstan dated January 7, 2003 “On electronic document and electronic digital signature” (Za-
kon Respubliki Kazahstan “Ob jelektronnom dokumente i jelektronnoj cifrovoj podpisi”, 2003). Also, the
relevant notification of the UIDB on the conclusion of the insurance contract to the insured in the form of an
SMS message, an electronic message to the specified email address (if any) upon receipt of information on the
conclusion of the insurance contract in electronic form.

In current conditions of transition to active digitalization of most insurance operations, the positive factors
are:

1) an increase in the number of Internet users in insurance;

2) the formation of legislative acts introduced into the current insurance legislation governing the
interaction of the insurer and the policyholder through the Internet;

3) lower costs for insurance transactions, higher profitability of online sales of insurance services;

4) opportunities to settle insurance claims via Internet;

5) individualization of the needs of the insured to meet them, due to more innovative technologies of
large numbers of data (Big Data);

6) new opportunities for remote settlement of damages and, consequently, losses.

Negative factors hindering the development of digital insurance are:

1) weakness of the current legislative regulation of Internet trade in insurance services in Kazakhstan;

2) lack of infrastructure component for online commerce;

3) a low existing level of insurance culture and a small share of the prevalence of the conclusion of
insurance via the Internet;

4) insurance fraud issues in the country;

5) insufficiency of efforts of insurance companies and the regulator to intensify the Internet sales of mass
types of compulsory insurance, like public liability of vehicle owners;

6) solving problems of high loss ratio on liability insurance, due to elimination of commission fees of
intermediary services in this type of insurance;

7) low level of public confidence in the insurance mechanism.

The issues of introducing a digital insurance policy today encounter a number of serious difficulties that
are being worked on by both the national regulator, insurance companies, and other participants in the national
insurance market:

1. Problems of data security, identification and authentication of the policyholder, confidentiality and
data protection;

2. Ensuring the reliability of the UIDB data, with which all intermediary agents could previously work,
not observing the requirements of reliability;

3. The existing UIDB database must undergo drastic changes in order to meet the requirements of the
digitalization of the insurance industry, as an infrastructure component in the information integration of gov-
ernment agencies, within the framework of Digital Kazakhstan;

4. An important aspect is the creation of a unified database of accounting for insured events to suppress
the facts of insurance fraud;

5. To effectively digitalize the industry, one should start using blockchain technology to record insurance
contracts and insured events;

6. Using BigData to analyze insurance statistics and digitized customer stories will allow insurance or-
ganizations to create personalized offers, thereby increasing loyalty to their insurance brands.
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Such measures as creation of the aforementioned databases with distributed records of blockchain tech-
nology, the use of large numbers of data (BigData) allow to raise the level of national insurance to a qualitative
level, increase competitiveness and confidence in the industry, reduce the number of fraud cases.

Conclusion

As a result of the study, the following conclusions were drawn and proposed for implementation of the
priority tasks of digitalization in the field of insurance and insurance activities of the national insurance market:

1. Automation of routine business processes of insurance companies insurance activities. Insurance
companies are actively starting to use the latest innovative developments using information and digital
technologies. First of all, the most routine insurance processes are automated in the insurance market. The
opportunities of digital technologies are used to implement productive communication with potential
customers. We propose customer communication projects (non-contact cold sales, reminders, polls), including
the implementation of insurance products in popular mobile applications, insurers' websites.

2. Automation of the processes of preliminary underwriting of risks when concluding an insurance
contract, conditions of insurance compensation, organization of insurance document management, assessment
and examination of damages and the process of compensation for losses. Optimization of processes will lead
to a reduction in the cost of insurance services, and, this is a reduction in insurance rates.

In general, focused work is being formed to meet the needs of the client, improving the quality of the
service, i.e. satisfaction of individual customer requests (individualization).

3. In addition to organizing insurance compensation processes, automation of customer service issues
(new types of services of the insurer) is required, including finding convenient car services and car repairs
after an accident, auto-expert services and creating a car service history. The process of damages for motor
insurance, as the most developed and mass, will allow insurers to show the level of competitiveness and
optimize costs.

4. Marketing research of the insurance process in the new conditions of digitalization of the market is
undergoing dramatic changes. New marketing actions arise when the insurance company will need to quickly,
than other competitors, find a client through an online resource.

In particular, as noted in the article “regarding marketing automation for visitors who have not left
personal data on the site; service for psychological segmentation of the client base in order to reduce the loss
of the insurance portfolio and increase the response to the advertising proposal; neuromarketing research;
application for measuring and increasing customer loyalty using artificial intelligence; a system for analyzing
the psychographic portrait of users of social networks for personalized communication, assessing credit and
insurance risks” (Allinsurance.kz, 2019).

The world experience of different countries shows that in the insurance market various directions of in-
surance projects of Insurtech company aimed at improving the efficiency of insurance are beginning to actively
develop. The Kazakhstan insurance market should form a digital infrastructure, attract digital startups, new
technological solutions using digital tools.
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A.K. Cem0exoB

Ka3zakcTaHHBIH CAKTaHABIPY CAJAChIH HU(PIaAHABIPY:
Macesenepi, IUPPIABIK TEXHOJOTUSIAP, 1aAMY HKOJAAPbI

Anoamna

Maxkcamor: 3epTTEYIIH MaKCaThl )KaHa TEXHOJIOTHSIIBIK U(PIIBIK MIeniMAep Il KOJIaHy KaHe Macelesep/i 3epTTei
OThIpbIN, KazakcTaHHBIH CaKTaHBIPY CalachiH TYPJICHIIPYIiH 00BEKTUBTI KaXXETTUIriH Heri3aeyieH TypaJsl. 3epTrey-
JIH HOTHKeNepi OOMbIHIIA I PIIBIK TEXHOJIOTHSIIAPIbIH KOMETIMEH CaKTaHABIPY/bl pedopMaliayabl KapacThIpy.

O0ici: 3epTTey OapbIChIHAA KeJleciiel o/1icTep KOMaHbULABL: 0aKpUIay, XKajlbliay, CalbICThIPY, Tajlnay, KyHemik
TociieMe, aKmnapaTTapasl KyHeney, oHJey.

Kopuvimbindei: Makanana HuQpibK TEXHOIOTHSIAP/Ibl KoJiaHyMeH Ka3akcTaHHBIH CaKTaHIbIPY CalachIHbIH 3aMa-
HayH ypaictepi 3eprrenreH. CakTaHABIPY calachlH HH(PIAHABIPYIBIH HETI3T1 (haKTOpIapsl aHBIKTAJIBI, “IH(PIBIK CaK-
TaHJbIPY” YFBIMBI Heriaenred. CakTaH(pIpy KOMIAHUACHIHAAFbI I PIBIK TEXHOJIOTHSIIAP/IbI KOJIIAHYFa )KATATHIH CaK-
TaH/ABIPY KbI3METIHIH OM3HEC-TponecTepi HaKThIaHFaH. OTaHIBIK CAaKTaAHABIPY HAPBIFBIHA (D PIaHABIPY IBI €HTI3y Mo-
ceJieniepi TauaaHbI, OipiHIII Ke3eKTi MiHACTTEp aHBIKTaJFaH.

Tyorceipoimoama: aBTOpMEH MUPPIBIK SIKOHOMUKA — OYJI )KaHa OHIIPTilI KYIITepre CyleHeTiH Ooamak 5KOHOMHU-
KaJIBIK MOJIEJIb €KEeHI Typajibl fauesaep kenripred. Ochbl acleKTizie SKOHOMUKAHBIH KapiKbl (CAaKTaHIBIPY) CEKTOPBIH Ke-
mreHAi TuGprIanappy cypakTapbl 03eKTi 00Jbn TabblIa bl KapKpliblK nudpiaHaAbpyAbIH 3aMaHayd amy ypaicrepi
JKaHa 09CEKENIECTIK MYMKIHIKTEP/Ii KAJIBIITACTHIPA OTHIPBIIT, MEMJICKETTIH KaPKbI CaJIaChIHIAFbI PETTEYII KBI3METTEPIH,
Kap KbUIBIK KbI3METTEp/Ii TYTHIHYIIBUIAp MEH JKETKI3YIIIep apachlHAarbl KaTbIHACTAPBIH TyOereiii e3repTeTin 0oa sl

Kinm co3dep: nndpnanaslpy, oHIAH-caKTaHIBIPY, HHTEPHETHU3aIN, YIKeH cannap (Big Data), natepHaeT-pecypc-
Tap, NePeKKOp, OJOKUCHH TEXHOIOTHSICHI, aKNapaTThIK-KOMMYHHUKAIMSUIIBIK ©3apa dPEKETTECTIK.
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A.K. Cem0exoB

Mudposusanus crpaxosoii orpaciau Kazaxcrana:
npoodJiemMbl, HUPPOBbIE TEXHOJIOTUH, IYTH PA3ZBUTHUS

Annomauus

L]enw: 11eNb UCCIIEIOBAHMSI COCTOUT B 000CHOBaHUN OOBEKTUBHOM HEOOXOIUMOCTH TpaHC(HOPMAITUU CTPAXOBOU OT-
pacnu Ka3zaxcrana ¢ mprMEHEHHEM HOBBIX TEXHOJIOTHYECKHX HU(DPOBBIX pelleHnuil u nccienoanus mpobdiaem. [o pe-
3yJIbTaTaM HCCIECIOBAHMS PACCMOTPETh pehOPMUPOBAHUE CTPAXOBAHHUS C IIOMOIIBIO ITU(PPOBBIX TEXHOJIOTHHA.

Memoovl: B X07Ie HCCIICIOBAHUS HCIIOB30BaHbI METO/IbI: HaOMI0IcHHEe, 0000IIeHHE, CPAaBHEHUE, aHAIN3, CUCTEM-
HBIN TIOJXO/Jl, CACTEMAaTH3aIlis MaTepUaIOB, 00paboTKa.

Pesynbmamei: B cTaThe UCCIECIYIOTCS COBPEMCHHBIC TCHIICHIIMU CTpaXxoBoi orpaciu KazaxcTaHa, ¢ MpUMEHCHUEM
mudpoBbIX TexHONOrHd. OOOCHOBAHO MOHATHE “TIM(YPOBOE CTpaxoBaHUE”, ONPEACICHB OCHOBHBIC (PaKTOPHI IIH(POBH-
3al[K CTPaxoBoi oTpacin. KoHKpeTH3npoBaHbl OM3HEC-NPOLIECCHI CTPAXOBOM JSATENbHOCTH KOMIIAHUH MTOIKAIINX K
UCIIOJIb30BaHHIO HHU(POBBIX TexHONOrHi. [IpoaHaTu3upoBaHbl MPOOIEMbl BHEAPEHUS HU(PPOBU3AIMN OTEYECTBEHHOTO
PBIHKA CTPaxXOBaHHS M ONPE/ICICHBI IEPBOOYECPETHBIC 3a1aUH.

Bb1600b1: aBTOPOM MPUBEICHBI ApIYMEHTBI O TOM, YTO HU(POBasi IKOHOMUKA — 3TO OyAyIas IKOHOMHIECKasi MO-
JIeJTb, OMMPAIOLIAsCS HA HOBbIE MIPOM3BOANUTENbHBIC CHUIIBL. B 3TOM acriekTe akTyaJbHBIMU SIBIISIOTCS BOMPOCHI KOMILIEKC-
HOH 1tudpoBH3aiy GUHAHCOBOTO (CTPAXOBOTO) CEKTOPA SKOHOMHKH. TEHIEHITUN COBPEMEHHOTO Pa3BUTHS PUHAHCOBOM
IU(pPOBU3AIMH KapIUHAIBHO OyIyT MEHSITh PEryJIsITUBHBIC ()YHKIIUU FOCYIApPCTBA B (DUHAHCOBOM CEKTOPE, OTHOIICHHUS
MEXIy moTpeOuTensiMu (PUHAHCOBBIX YCIYT M MOCTABIIUKAMHU, POPMHUPYS HOBbIC KOHKYPECHTHBIC BO3MOYKHOCTH.

Knrwoueswvie cnosa: mupoBrzanus, OHIAH-CTpaXxoBaHUEe, HHTEpHETH3aNus, Oonbinue yncia (BigData), natepHet-
pecypcbl, 6a3bl JaHHBIX, TEXHOJIOTHsI OJI0KYEHH, HH()OPMALMOHHO-KOMMYHUKAI[MOHHOE B3aHMO/ICHCTBHE.
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Modern aspects of competitiveness in Kazakhstan

Abstract

Object: The purpose of this study is to determine the degree of influence of various economic indicators on the
competitiveness of Kazakhstan’s economy. To identify the challenges of competitiveness’ establishment. At the moment,
there is a need to find ways to increase the competitiveness of domestic economy in the light of Kazakhstan's integration
into the world. The purpose of the study is to identify the features of the competition development in the modern economy
of Kazakhstan. The object of the study are the aspects of competition in the economy of Kazakhstan. The subject of the
study are the peculiarities of competition in Kazakhstan as an integral feature of a market system that can positively affect
the country's economic growth.

Methods: statistical and comparative analysis.

Findings: This article explores aspects that affect competitiveness. Performed was the analysis of indicators on the
global competitiveness rating, foreign direct investment (FDI) for the period of 2009—2019 for such countries as Kazakh-
stan, Russia, Azerbaijan, and Kyrgyzstan. FDI is an indicator of the “confidence” of investment by large companies.
Studied were the indicators of the innovation index and the costs of research and development for the period of 2011-
2019.

Conclusions: Globalization and the post-industrial era require Kazakhstan to increase competitiveness. At this stage
of development, innovative methods of increasing the economy are becoming more and more sought after. The results of
the study allow us to conclude which of the listed aspects affect the competitiveness of the domestic economy. These
results are very important for decision making within the economy.

Keywords: Foreign direct investment, global competitiveness rating, industrial revolution, ICT, innovation index,
diversification.

Introduction

The basis for developing competitive relations in Kazakhstan and increasing the competitiveness of its
economy should not be formed according to foreign standards, but rather on our own experience of evolution-
ary development using incentive mechanisms of the state in expanding competition among domestic producers
and modernizing the national economy.

Literature review

In the process of research, we have analyzed the scientific works of Russian and foreign scientists on the
issues of economic competitiveness: M. Porter, R. Huggins, K. Giovanni, G. Edimon and Kiyoshi Taniguchi,
K.S. Momaya, etc.

At the same time, the study of competitiveness and the development of proposals to regulate this phe-
nomenon in Kazakhstan are characterized by the peculiarities common to most countries at their nascent stage.
Domestic authors studying the country's competitiveness and conducting research are as follows: G.K. Ki-
shibekova, G.A. Abdulina, S.M. Zhanbyrbayeva, G. Aubakirova, I.P. Stetsenko, E. Orynbasarova, etc., and
statistical data published in domestic and foreign periodicals.

Results

In Kazakhstan, the competitive environment has not formed in an evolutionary way as it has in most
developed countries, but by creating institutional conditions for the competitive behavior of economic entities.

During its development, domestic economy was accompanied by crises of economic and political insta-
bility, thereby negatively affecting the conditions and forms of competitive relations.

The modern economic reality, characterized by the transformation of economic relations, the globaliza-
tion of business, the integration of Kazakhstan into the world places an even greater responsibility on the

Cepusi «9koHomuka». Ne 1(97)/2020 121



D.l. Syzdykova, E.Zh. Syzdykova et al.

development of competitive relations for improving economic, innovative indicators, the quality of life and
the well-being of society.

The concern of modern analysts is caused, above all, by the fact that the majority of domestic entities
with their uncompetitive goods cannot withstand competition with import (Huggins, R. 2015).

Therefore, addressing the issues related to the selection of ways of economic development based on in-
novation is becoming particularly relevant. The creation of optimal motivational conditions for both business
and employees for the effective development of competitive relations can contribute to this (Jha, S. K., 2018).

A number of works and studies of various economic schools and directions in foreign economic literature
are devoted to competition issues.

The first most comprehensive theoretical provisions on competition issues were formulated in the XVIII
century by the classics of political economy (A. Smith, D. Ricardo, J.S. Mill). They have developed a model
of perfect competition and characterized the features of a competitive market. Deviation from perfect compe-
tition, as a reference model of the market, was regarded negatively. Neoclassicists A. Marshall, A. Cournot
argued that monopoly, as the antipode of free competition, reduces the efficiency of the economy. (Porter M.,
2016).

The development of competition concepts leads to the realization that competition and monopoly are so
interwoven that it makes it necessary to talk monopolistic competition, such a market structure which combines
features of both competition and monopoly at the same time. (Pragya Bhawsar, 2015).

Later, J. Schumpeter has expressed the essence of competition in the struggle between the new and the
old. Thanks to competition, the economy “cleanses” itself of inefficient firms. The economist called this pro-
cess a “creative destruction” and paid great attention to the relationship between innovation and competition.

Competition is not static. It develops under the influence of various factors; the forms and methods of
competitive relations are being transformed, the criteria for competitive advantages, competitiveness, etc. are
changing. This circumstance determines the importance of further studying the specifics of competitive rela-
tions in the modern economy of Kazakhstan and addressing the issues related to the motivation of competitive
behavior of its economic agents.

The term “competition” comes from the Latin word “concurrentia,” which means, collision. At the same
time, it is legitimate to note that this concept is cognate to the Latin term “concurus,” competition. The funda-
mental similarity of concepts implies a single competitive character of competition. (Aiginger, K. 2015)

With the development of society’s economic system, forms and methods of competitive relations evolve
as well, reflects in theoretical provisions on the competition content. (Aiginger, K. 2015)

Figure 1 shows the mutual relations between the components: The Global Competitiveness Index (GCI).
Also indicated are the sub-indices included in the final index. We emphasize once again that the ratio of esti-
mates of 12 terms is constant, but the proportion of sub-indices in the final indicator varies depending on the
stage of country’s development.

Global Competitiveness Index

iyl
1T

J1 JL

Subindex Subindex Subindex
Main conditions Performance factor Innovation factors
1. Institutes 5. Higher education and training 11. Business maturity
2. Infrastructure 6. Efficiency from product markets 12. Innovations
3. Macroeconomic stability 7. Labor market performance
4. Health and primary edu- 8. Financial market maturity
cation 9. Technological readiness
10. Market size

Figure 1. Global Competitiveness Index structure
Note: Made up on basis of (Countryeconomy.com, 2019)

In the Global Competitiveness Rating as of 2019, Kazakhstan ranks 55th with an index of 62.9 (out of
141 countries). This indicator has decreased by 1.13 index points compared to the maximum for 2016, which
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amounted to 64.07. Observing the competitiveness index in the period of 2013-2019, one can note the stagna-
tion of index fluctuations (Trading economics. 2019).

One of the reasons for the low competitiveness is that domestic companies cannot compete with compa-
nies from Western and Southeast Asian countries on equal termsto therefore, if foreign trade is liberalized, all
domestic production will be supplanted by import (Stetsenko, 1. 2017).

In Table 1, we reflect the Global Competitiveness Index in a comparative analysis for the period of 2009—
2019, for such countries as Kazakhstan, Kyrgyzstan, Russia, and Azerbaijan.

Table 1. Kazakhstan — Global Competitiveness Index

Date Kazakhstan (Competitiveness) Kyrgyzstan Russia Azerbaijan

Ranking Index Ranking Index Ranking | Index | Ranking Index
2019 55 62.94 96 54.00 43 66.74 58 62.72
2018 59 61.80 97 53.02 43 65.62 69 60.04
2017 57 62.14 102 55.71 38 66.29 35 67.00
2016 42 64.07 102 54.78 45 63.42 40 64.35
2015 50 63.09 108 53.22 53 62.43 38 64.72
2014 50 62.95 121 51.01 64 60.66 39 64.48
2013 51 62.52 127 49.09 67 59.96 46 63.01
2012 72 59.78 126 49.25 66 60.21 55 61.63
2011 72 58.85 121 49.79 63 60.54 57 61.26
2010 67 58.22 123 48.00 63 59.33 51 61.43
2009 65 58.66 122 48.60 51 61.63 69 58.60

Note: Countryeconomy.com, 2019: https://countryeconomy.com/government/global-competitiveness-index/kazakhstan

Table 1 clearly shows that Kazakhstan has scored 62.94 points out of 100 in the 2019 Global Competi-
tiveness Report. Competitiveness rating: Russia (43rd), then Kazakhstan (55th), Azerbaijan (58th), and Kyr-
gyzstan (96th). (Countryeconomy.com).

The latest issue of the 2019 Global Competitiveness Report estimates 141 countries. GCI (Global Com-
petitiveness Index) ranges from 1 to 100, a higher average score means a higher degree of competitiveness.

Report consists of 98 variables based on a combination of data from international organizations and on a
survey of the World Economic Forum leaders. These variables are organized into twelve columns with the
most important ones, including the following: institutions, infrastructure, ICT implementation, macroeco-
nomic stability, health, skills, product market, labor market, financial system, market size, business dynamism,
and innovative potential.

In its 2018 edition, the World Economic Forum has introduced a new methodology with a goal to integrate
the concept of the 4th industrial revolution into the definition of competitiveness. It emphasizes the role of
human capital, innovation, sustainability and flexibility as not only the driving forces, but also the defining
characteristics of economic success in the 4th industrial revolution. (Trading economics, 2019).

Next, we consider the indicator of the Innovation Index, which varies from 0-100. For this indicator,
Cornell University, INSEAD, and the WIPO provide data on Kazakhstan for the period of 2011—2019. The
average for Kazakhstan during this period was 31.59 points with a minimum of 30.3 points in 2011 and a
maximum of 32.8 points in 2014. (The WorldBank, 2019).

33.0
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Figure 2. Kazakhstan’s Innovation Index
Note: Made up on basis of (Globaleconomy.com, 2019)
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The next important indicator that affects competitiveness is research and development costs, percentage
of GDP: For this indicator, The United Nations provides data on Kazakhstan for the period of 1997-2017. The
average for Kazakhstan during this period was 0.2 % with a minimum of 0.13 % in 2017 and a maximum of
0.29 % in 1997 (The World Bank, 2019).

0.30
0.25
0.20
0.15
0.10
0.05

0.00
1997 1988 2001 2003 2005 2007 2008 2011 2013 2015 2017

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016
Figure 3. Research and development costs
Note: Made up on basis of (Globaleconomy.com, 2019)

The final result demonstrates Kazakhstan’s low competitiveness, underdeveloped institutions and low
performance of product and financial markets, low competitiveness of companies with a relatively higher de-
velopment of education, scientific and technological infrastructure. This result was obtained thanks to the ag-
gregation of 114 primary indicators, among which on 24 indicators our positions are higher than our final 53rd
place, and on 87 they are lower. Among 114 indicators, about 80 were obtained as a result of a survey of
business representatives, 17 are data from statistics of international organizations and 16 are data from other
indices, in particular, “Doing Business” (Caurkubule et al., 2019)

To protect and increase competitiveness, countries need to develop leading industries through tariffs or
quotas until they become competitive in the global economy, and only then can they open the market.

This argument has the right to exist where it meets two conditions:

— first, in case of protection, the industry should develop at a faster pace than that of foreign competitors’;

— second, the initial drag in competitiveness should be small. Protection of each industry leads to welfare
losses; therefore, protectionism should be extremely selective and limited in time. If you protect all industries,
the real exchange rate of the national currency increases, the benefit of each industry is small, and the welfare
losses are huge.

The same thing happened in most developing countries where industrial policy is based on the restriction
of imports. Each industry would declare itself almost competitive. Naturally, defenses would be sought by
politically strong industries, and not those actually growing.

At the same time, due to the lack of competition, entities would not have incentives to increase efficiency;
therefore, the “almost competitive” industries could not manage to get rid of this “almost” and they would
demand an extension of the protection period. (Esengeldinova et al., 2017)

The next important aspect of competitiveness is foreign direct investment (FDI). It is a form of participa-
tion of foreign capital in the implementation of investment projects in the host state, which is a long-term
investment of a foreign investor in manufacturing, trading and other commercial entities for profit.

The methodology of the International Monetary Fund (IMF), which annually calculates the volume of
foreign direct investment at the international level, states that foreign investment can be considered direct if it
implies the acquisition by a foreign investor of at least 10 % of the commercial organization’s share capital in
the territory of the host state, and allow the investor (or his representative) to exert a strategic influence on the
invested entities, including partial or complete control over them. In practice, however, in some countries, a
10 % stake in the share capital of an invested entity is considered insufficient to establish effective control over
the management or to demonstrate long-term investor interest. (Tlesova et al., 2019)

Thus, foreign direct investment as a whole should be large enough and long-term to allow a foreign in-
vestor to establish effective control over the management of the invested entity and ensure its long-term interest
in the successful operating and development of said entity. At the same time, the long-term investment as part
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of FDI limits the investors’ possibilities to quickly exit the market and thereby increases the interest of FDI
importing countries in them. In many countries, the implementation of investment projects involving foreign
capital is regulated by law, and the structure of the executive branch, as a rule, includes a state body responsible
for the development and implementation of state investment policy.

The main stimulus for the intensive development of the international investment process is the need for
large businesses to increase their competitiveness at the international level by means of expanding their activ-
ities in new markets, production rationalization, reducing costs, diversifying risks and gaining access to re-
sources and strategic assets in the economies of different countries. Currently, the main subject of FDI are
international companies and financial groups.

The basis of FDI data in the economies of different countries is the periodicals of the statistical reports of
the International Monetary Fund’s (IMF) Balance of Payments Statistics series, the World Bank's World De-
velopment Indicators, and the United Nations Conference on Trade and Development’s (UNCTAD) World
Investment Report, as well as annual economic reports of national statistical institutes, the data from which are
accumulated by the indicated international organizations (Koksharov et al., 2019).

Presented is the table of FDI over the past 10 years for four countries: Kyrgyzstan, Azerbaijan, Russia,
and Kazakhstan.

Table 2. FDI for the period of 2009-2019 (million USD)

FDI amount Kazakhstan Azerbaijan Russia Kyrgyzstan
2019 208,064,585 1,402,998,000 8,784,850,000 46,599,800
Rating 134 75 31 161
2018 471,263,147 2867487000 28557440000 -107212800
2017 172,209,625 4499666000 32538900000 619220700
2016 657,782,404 4047630000 6852970000 1144054000
2015 730,811,264, 4430466000 22031340000 343010700
2014 1,001,129,328 2619437000 69218890000 612016900
2013 1,364,813,437 5293250000 50587560000 260927500
2012 13760291528,5034 4485120000 55083630000 685760800
2011 7456117901,08145 3352997000 43167780000 472768300
2010 14275888207,0145 2900030000 36583100000 189377400
2009 16818890680 3986807000 74782910000 376992152,1
Note: (The World Bank, 2019).: https.//data.worldbank.org/indicator/BX. KLT.DINV.CD.WD? most recent year desc=false

In 2018, Kyrgyzstan observed negative FDI, which was due primarily to the fact that foreign investors
would withdraw more of their funds than they would invest.

However, an increase in capital investment in the first half of this year would seem like a positive signal.
In the whole country, this grew up to 5.25 trillion tenge (13.82 billion USD) or almost 12 % compared to the
corresponding period of 2018.

A significant increase was enjoyed by investments in such areas as agriculture (by 62.7 % to 191 billion
tenge), construction (by 54.7 % to 52.86 billion tenge), mining (by 31.7 % to 2.67 trillion tenge). However,
we also noted a significant drop in investment indicators in the manufacturing industry for the reporting period
due to the completion of a number of large investment projects, and a number of other reasons: by 37.9 % to
344 billion tenge. This is despite the sharp increase in the indicator for Nur-Sultan, Karaganda and East Ka-
zakhstan regions.

We should note that the fixed rate of growth in capital investment is still lagging behind the annual in-
crease by average of 20 % indicated by the government in order to bring their share to 30 % of GDP by the
middle of the next decade. Last year, this indicator was 17.2 % on an annualized basis (11.13 trillion tenge).
Given the improvement of the general conditions for doing business and the state’s promotion of additional
measures to support foreign investors, Kazakhstan enjoyed an increase in the volume of attracting foreign
direct investment. (Reforms in Kazakhstan: successes, challenges and prospects. OECD. 2018).

In particular, according to the National Bank, the gross inflow of foreign direct investment last year
amounted to 24.28 billion USD. This is the highest ever since 2012. According to the results of the first quarter
of last year, 5.54 billion USD were attracted. At the same time, the net inflow of foreign direct investment
(inflow of FDI to Kazakhstan minus FDI abroad) in the first quarter of 2019 amounted to 2.43 billion USD.
For reference, in the period of January-March of last year, indicator in question amounted to 2.94 billion USD.
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In the first quarter of 2019, more than half of the gross inflow or about 3.3 billion USD accounted for
investments in oil and natural gas production, 15.5 % or 0.9 billion USD in the metallurgical industry, 9.8 %
or 0.6 billion USD in wholesale and retail trade. As a result, additional measures are required for the diversi-
fication of foreign investment by industry. This includes expanding the investment attractiveness of the man-
ufacturing sectors. In general, the accumulated direct investments in Kazakhstan have reached 151.3 billion
USD, while the accumulated direct investments from the republic abroad cap at 18.2 billion USD.

The government focuses on increasing annual foreign direct investment to 34 billion USD, among other
ways through further improvement of the business climate and the development of public-private partnerships
in the country. In this context, noteworthy is the fact that in the World Bank’s Doing Business 2019 ranking,
Kazakhstan took 28th place among 190 countries, ahead of such large economies as Spain, France, Switzerland
and Japan. Over the past 11 years, Kazakhstan has moved up the ranking under review by 36 points, including
6 points compared to Doing Business 2018 (Orynbasarova et al., 2017).

Table 3. FDI in the first quarter of 2019 (million USD)

Gross FDI inflow Net FDI inflow
Total 5964 2428
including
The Netherlands 1798.9 154.5
USA 1450.7 1200.3
Switzerland 647.2 493.0
China 362 158.4
France 255.7 23.0
Russia 229.7 31.0
Belgium 218.2 78.1
Note: Data from NBK

The dependence of Kazakhstan on oil resources holds an important value. Given that the price of oil shall
only increase by 1.6 % per year from the current relatively low level (as per the latest World Bank price fore-
cast) and labor productivity shall increase at the same rate as in the past, a strategy based on the oil and gas
sector will not bring as much economic growth for Kazakhstan as in the recent past, and will not bring the
country closer to achieving its growth potential.

In this case, GDP growth is expected to average only 2.3 % annually from the current moment until the
year 2030. In contrast, reforms in key sectors to improve the business climate, increase competitiveness, and
increase private sector participation, along with other reforms, as outlined in the new medium-term Strategic
Plan (Government of Kazakhstan, 2017), shall improve the country's growth rate by about 1.2 percentage
points per year (Comprehensive country review of Kazakhstan. 2017).

There is a decrease in price dynamics in the oil market. The cost of the Brent mix fell by more than 10 %
compared to local maximums in the middle of last April amounting to more than 74 USD per barrel. At the
same time, in April-May, the average monthly wholesale price would exceed 71 USD per barrel, while in June-
July it was about 64 USD. The International Energy Agency expects this spread to be reduced to 4 USD in the
last quarter of 2019.

Table 4. Dynamics of the wholesale price of Brent oil in Kazakhstan

Month Year USD
July 2019 63.91
June 2019 64.22
May 2019 71.32
April 2019 71.23
March 2019 66.14
February 2019 63.96
January 2019 59.41
December 2018 57.36
November 2018 64.75
October 2018 81.03
September 2018 78.89
August 2018 72.53
Note: Data from the Statistics Committee of the Ministry of National Economy. 2019
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The reason for the trend decline is that the long-term forecast for the global economy remains not entirely
favorable, including from the point of view of the formation of global demand for crude oil and petroleum
products.

Many financial experts predict a high probability of a global recession in the foreseeable future, around
2020-2021. Real demand for raw materials is now weaker than financial markets believe. Market players are
closely monitoring the situation around the trade conflict between China and the USA, to which their growing
political contradictions are added.

In its 2018 review of the global economy, the OECD has lowered its growth forecast compared to the
previous estimate to 3.2 %. Global trade growth has slowed to the lowest levels since the financial crisis.

The consequences for oil demand are obvious: in 2019, its growth won’t exceed 1.2 million barrels per
day. According to International Energy Agency’s estimates, in the first quarter of 2019, growth was only 300
thousand barrels per day compared to the same period last year. This was the lowest value since the last quarter
of 2011. The main reason is the weakness in the OECD economies, where demand fell by a significant value
of 600 thousand barrels per day due to various factors (a warm winter in Japan, a slowdown in the petrochem-
ical industry in European countries, etc.). For comparison, countries outside the OECD have enjoyed an in-
crease in demand of 900 thousand barrels per day, despite the decline in China. (Data from the Statistics Com-
mittee of the Ministry of National Economy, 2019).

Considering the expected oil production volumes and the projected world price of Brent oil of 55.0 USD
per barrel, direct taxes from the oil sector entities into the National Fund are projected to be 1947.9 billion
tenge in 2019, 1952.3 billion tenge in 2020, and 1971.9 billion tenge in 2021.

According to the pessimistic case scenario of a summary forecast for the socio-economic development of
the Republic of Kazakhstan for 2019-2023 (approved at a meeting of RBC on May 15, 2018, minutes No. 9),
the oil price shall drop to the level of 45 USD per barrel in 2019—2023. The average annual GDP growth
amount to 3.9 %. Deteriorating external conditions and declining business activity shall restrain growth in all
sectors of the economy. The average growth shall slow down to 3.7 % in tradable sectors, and to 4.1 % in non-
tradable ones.

In the pessimistic case scenario of the forecasts, revenues will amount to 6,614.1 billion tenge in 2019,
7395.8 billion tenge in 2020 and 7,729.5 billion tenge in 2021. For 2019-2021, the deficit is projected at 1.1 %
of GDP. The non-oil deficit (excluding ETP) is projected at 6.1 % of GDP in 2019, 5.3 % of GDP in 2020,
and 5.0 % of GDP in 2021. (State program of industrial and innovative development of the Republic of Ka-
zakhstan for 2015-2019).

The main objectives for the budget policy for 2019-2021 shall be reducing the dependence of the budget
on oil revenues;

To reduce the budget’s dependence on oil revenues, fiscal policy will be formed on the basis of a gradual
decrease in the non-oil deficit in relation to GDP and an increase in non-oil revenues.

In the medium term, the main focus shall be on reducing the level of non-oil deficit to 7.0 % of GDP in
2020.

At the same time, it is planned to maintain the budget deficit at 1.0 % of GDP from 2019, which shall
allow keeping the Government debt at no more than 25.0 % of GDP. The reduction of the non-oil deficit shall
be ensured by reducing the use of funds of the National Fund, stimulating the growth of revenues from the
non-oil sector, and rationalizing budget expenditures.

To increase the efficiency of budget expenditures, funds shall be redistributed from ineffective programs
to budget programs that ensure the implementation of the priorities of socio-economic development. (State
program of industrial and innovative development of the Republic of Kazakhstan for 2015-2019).

Most crises are associated with insufficient diversification of the economy, budget dependence on reve-
nues of the energy sector. In the presence of oil resources, countries with economies in transition have specific
features of the “Dutch disease”: revenues would grow faster than productivity, and domestic goods, which
were already inferior in competitiveness, became even less demanded on the domestic market. (Momaya, K.S.,
2019).

At the moment, exports should be increased in other sectors of the economy, primarily manufacturing
and agriculture. Given the wider range of diversified sources of growth, the country's current vulnerability to
external shocks shall be reduced (Issabekov O. 2018).

The average growth of 3.5 % projected until 2030 under this scenario is lower than the potential growth
of Kazakhstan at 4 % recently projected by the IMF. This is due to the fact that in the modeling of policies in
chapter 6, more conservative shock effects are used compared to government ones and include only a few
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government initiatives to reform economic policies. With less conservative assumptions about the scope and
number of reforms, a potential growth rate of 4 % proposed by the IMF may be quite achievable, which may
help move towards a more diversified economy over time. (Reforms in Kazakhstan: successes, challenges and
prospects. OECD. 2018).

Discussions

The revealed features of domestic competition and the proposed ways to improve the competitive envi-
ronment and increase the competitiveness of the domestic economy can be taken into account in the formation
of state programs for the development of competition.

Conclusions

1. Kazakhstan’s oil revenues create symptoms of the “Dutch disease” for the economy. The oil industry
attracts foreign investment, financial and human resources, while other sectors producing goods and services,
such as agriculture and production, experience a decrease in competitiveness. Kazakhstan helps accelerate the
development of the Astana financial center, which shall become the region’s financial center. However, both
oil and financial sectors only create limited employment, mainly with high salaries, creating pressure around
inclusive growth. To counter this, the economy needs to be diversified. To create a diversified economy, the
agri-food sector needs to be developed as a key to further economic development. According to projections,
the decline in prices for agricultural products in international markets in the foreseeable future, along with the
growth of demand in a number of developing countries slowing down and the effect of stimulating biofuel
programs smoothing out, shall be less conspicuous than the drop in oil and gas prices. Initially, our country
owns a large agricultural potential of Kazakhstan. The gradual introduction of digital technology shall increase
productivity and reduce costs.

2. The reduction in research and development costs shall negatively affect the projected case scenario for
the development of competitiveness. For effective competition, efforts should be made to interact innovation
and research with business. From a broader macroeconomic point of view, government policy should stimulate
the launch and growth of innovative entities. Since competition plays a key role in innovation, government
needs to encourage market competition and minimize interference that distorts product and factor markets.
Investments in research and development, both from the government and the private sector, are urgently needed
to stimulate innovation while gradually reducing the participation of state-owned entities to expand and de-
velop a more dynamic and innovative private sector.
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Ka3akcTaHHBIH 09cekere KadineTTimiriHin Ka3ipri acnekTinepi

Andamna

Maxcamur: 3epTTeynig MakcaTsl — Ka3zakcTaH YKOHOMHKACHIHBIH 0oceKkere KabieTTITiriHe Tyl SKOHOMHUKAIIBIK
KOPCETKIIITEPIiH acep eTy AOPEKEeCiH aHBIKTay. bocekere KabileTTUNIKTIH KajbIITacy Macenenepin oenriney. Kasipri
yakpITTa KazakcTaHHBIH oJIleMIIK KeHICTIKKE Kipiryi TYpFBICBIHAH OTaHABIK SKOHOMHUKAHBIH Oacekere KaOieTTiIriH apT-
TBIPY YIIIH 5KOJI 137€y KaXETTUIr TybIHAalAbL. 3epTTey1iH MakcaThl KasakcTaHHBIH Ka3ipri 5KOHOMUKAaChIHIAFbl 0ace-
KEJIECTIKTI JAMBITY €PEKILICIIKTePIH aHbIKTayAaH TYpajabl. 3epTTey HbicaHblHA Ka3akcTaH SKOHOMHKACHIHIAFEI Ooceke-
JIECTIK aCMEKTLIep alublHFaH. 3epTTey MoHi Ka3akcTaHHBIH YKOHOMHKAIIBIK ©CIMIHE OH 9CEp €T¢ aaThIH HAPBIKTHIK XKYlie-
HiH aXXbIpaMac Oenrici peTiHzieri 69CeKeNIeCTIKTIH epeKIeNiKTepl OobIN Ta0bUIa/IbL.

O0ici: CTATHCTUKAJBIK JKOHE CABICTHIPMAIIBI TANIAY.

Kopvimsinowi: Mmakanama 6ocekere KaOIIETTUTIKKE dcep eTeTiH acmekTinep 3eprrenre. Kazakcran, Peceit, O3ip0aii-
xaH, KpIprei3cTan cuakrel enaep Ooisramma 2009-2019 sxpummap ke3eHiHge 0ocekere KaOuIeTTUTKTIH kahaHIbIK peii-
THHTI, Tikene# metenaik maBecturmsuiap (TLINW) Ooiibrama kepceTkimrepre Tanaay xyprizinres. TN ipi kommaHus-
JIap B MHBECTUIMSIIAPBIH cairy “‘ceHiM’ kepceTkimnti Oomsim Tadsmansl. 2011-2019 xok. Ke3eHiHIe HHHOBaIMAIAp UH-
JIEKC1 JKOHE 3epTTey MEH aMBITyFa apHaJFaH IIBIFBIHIAP KOPCETKIITepi KapaFaH.

Tyorcoippimoama: sxahasgany MeH IIOCTHHAYCTPHUSUIIBIK 10yip Ka3akcranHnan 6ocekere KaOUIETTUTIKTI apTTHIPY KO-
JApbIH Tajan ereii. JlaMyablH OChl Ke3CHIHC SKOHOMHUKAHBI apTTHIPYIBIH WHHOBAIIUSUIBIK dICTEPi HEFYPIBIM Cypa-
HBICKa ue OOJbIN OTHIP. JKYpri3iireH 3epTTey HOTHXKENEepi aTallFaH acleKTiIepAiH KaHChIChI OTAHIBIK 3KOHOMHUKAHBIH
Oacekere KaOIJIETTUIIK MO3UIMSACHIHA 9CEp €TETiHIHEe KOPBITHIHBI XKacayFa MyMKIHIIK Oepeni. byn HoTmkenep sakoHOMU-
KaJia menrimMaep Kaobuiiay Ke3iHae eTe MaHbI3 bl

Kinm ce30ep: Tixenew meTeniik WHBECTHUITMUIAP, O9ceKkere KaOUIETTUTIKTIH ahaHIBIK PEUTHHTI, OHEPKICINTIK
teHKepic, AKT, HHHOBaINS HHICKCI, SpTapanTaHIbIPy.
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J.A. CeizabikoBa, J.K. Coi3abikoBa, M.K. AcanoBa, A.M. Jlay;eToBa

CoBpeMeHHBIE acNIeKThl KOHKypeHTocnnocoOHocTH Kazaxcrana

Annomauusn

L]ens: TIENTH TAHHOTO WCCIIEOBAHUS — OIPEJICIIEHUE CTEIICHH BIUSHUS Pa3IMIHBIX SKOHOMUYECKUX ITOKa3aTeneit
Ha KOHKYpPEHTOCOCOOHOCTh 3KoHOMUKH KazaxcraHa; 0603HaueHUE TPOOIEMBI CTAHOBIICHHSI KOHKYPEHTOCIIOCOOHOCTH.
B nauHBIIT MOMEHT Ha3peina HeOOXOIMMOCTh ITOMCKA IMyTeH AJIs MOBHIMIEHUS] KOHKYPEHTOCIIOCOOHOCTH OTE€YEeCTBEHHOMN
SKOHOMUKH B CBEeTe MHTEerpanuu Kaszaxcrana B MUpOBOE POCTPaHCTBO. Llenb uccieoBaHusi COCTOUT B BBISIBICHHH OCO-
OCHHOCTEH pa3BHUTHUS KOHKYPEHIIMHM B COBpeMeHHOH 3koHOMuKe KazaxcraHa. OOBEKTOM HCCIICAOBAHUS SIBISIOTCS ac-
MEKTHl KOHKYypeHIH B 3koHOMuKe Kaszaxcrana. [IpenmmeTom mcciiejoBaHUS BBICTYIAlOT OCOOCHHOCTH KOHKYPEHIIUH B
KazaxcraHe kak HEOThEMJIEMBIY TIPU3HAK PHIHOYHOW CUCTEMBI, CIIOCOOHBII MO3UTHBHO BIUSTh HA IKOHOMHUYECKHN POCT
CTpaHBL.

Memoouvl: CTATUCTHYECKUH U CPaBHUTEIHHBIN aHAIIN3.

Pesynsmamei: B cTaThe H3YUCHBI aCIEKTHI, BIUIIOMNE HA KOHKYPEHTOCTIOCOOHOCTh. OCYIIECTBIICH aHAIH3 TIOKa-
3areneif Mo rIo0aIbHOMY PEHTHHTY KOHKYPEHTOCIIOCOOHOCTH, TpsAMble MHOCTpaHHble nHBecTHinu ([TMI) 3a mepuon
2009-2019 rr. mo TakuM ctpanam, kak Kazaxcran, Poccust, AzepOaiimkan, Keipreicran. [TUN aisroTcs moka3aTeneM
“nmoBepus” BIOKEHHS MHBECTUINI KPYITHBIMH KOMIAHUAMHA. PaccCMOTpEHBI TIOKa3aTeN HHACKCa MHHOBAIMA M PaCX OB
Ha UCCJIeIOBaHue U pa3BuTHe 3a eprox 2011-2019 rr.

Bvi600wi: Tnobanu3anys u MOCTUHAYCTPUATbHAS 310oXa TpeOyroT oT Ka3axcTaHa myTell MOBBIIICHHS] KOHKYPEHTO-
cnocoOHOcTH. Ha manHOM 3Tane pa3Butus Bce 0olice BOCTPeOOBAHHBIMU CTAHOBSATCS MHHOBAIMOHHBIC METO/IBI TOBBITIIC-
HUS SKOHOMUKH. Pe3ynbTaThl IPOBEIEHHOTO UCCIICIOBAHMS TTO3BOJISIIOT CIICNIaTh BHIBO, KAKUE U3 IMEPCUUCICHHBIX ac-
MEKTOB BIUSIOT HA MO3UIMH KOHKYPEHTOCIIOCOOHOCTH OTCUSCTBCHHOM YKOHOMUKH. JJaHHBIC pe3yNbTaThl OYCHb BaXKHBI
MIPY NPUHSATHA PEIICHUH B SKOHOMUKE.

Knroueevte cnosa: npssMbie HTHOCTPAaHHBIE WHBECTHITUH, TII00ATBHBIN PEUTHHT KOHKYPEHTOCTIOCOOHOCTH, TTPOMBITII-
nennas pesononusi, UKT, uHaekc nHHOBAIU, AUBEepCcH(pUKALIUS.
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Study into the tourist attractiveness of Lubuskie Province municipalities
using the aggregate measure

Abstract

Object: A special feature of contemporary economy is that processes occurring within it are characterised by grow-
ing dynamics and spatial diversification. One of the important phenomena in the development of each region or munici-
pality is the tourist traffic taking place in their territory. Benefits associated with it include: improvement of living stand-
ards, increase in demand and income, reduced unemployment rate, development of infrastructure, sustenance of local
crafts. Tourism is thus becoming an important way to revive the regional and local economy.

Methods: In this paper, the Lubuskie Province was subjected to statistical research in this respect.

Findings: A general characteristic of tourism development in the region was prepared and an attempt was made to
assess the tourist attractiveness of municipalities using an aggregate measure with the median value.

Conclusions: The ranking of municipalities obtained on the basis of this measure was compared with the rankings
obtained for other commonly used aggregate measures. The study accounts for data obtained from various sources for the
year 2018.

Keywords: tourist attractiveness, aggregate measure with median, Lubuskie Province, local development.

Introduction

From the point of view of a regional economy, region means a set of areas bordering on each other,
distinguished in terms of similar criteria in relation to adjacent areas (Korenik, 2011). Region understood this
way is an important subject of research; in tourism sciences, too. Considering the place that tourism takes in
the region’s economy, it should be considered a specialization, i.e. one of the socio-economic roles fulfilled
there. In line with the definition, it is understood as an activity directed at providing services to tourists that
the region fulfils in the economic system, as well as the effects and consequences of this activity exerted upon
the spatial structure and economic life of the region (Kruczek, Zmys$lony, 2010). Therefore, tourism can be
treated as a socio-economic function of the region. The theory of economic base holds that it is an exogenous
supra-regional function that co-determines the strength of the region and conditions of its development. It also
points out that for many regions tourism has become an important factor that has contributed to their develop-
ment and better economic functioning (Panasiuk, 2007). Benefits resulting from the fall in unemployment,
infrastructure development and income increase mean that more and more regions can see opportunities related
to tourism in their development.

The terms directly related to the development of tourism are tourist traffic and tourist attractiveness.
Tourist traffic is defined as a social phenomenon involving the spatial movement of people into areas and to
tourist destinations (Kornak, 1997). The main factors that caused mass tourism to take shape are the growing
level of income of the population and the increasing amount of leisure time devoted to tourism. The increase
in demand for various types of tourist service is caused by both the growing number of its participants and
structural changes in tourist traffic (forms of tourist consumption, traffic structure and demand, travel range,
spatial range).

On the other hand, tourist attractiveness is understood as the property of an area or town resulting from a
set of natural or non-natural features that arouse interest and attract tourists (Kurek, 2007). In traditional terms,
all objects of interest to tourists are considered to be “tourist attractions”. Currently, due to the popularization
of tourism and the increase in the role of culture in its development, this concept has been expanded to include
cultural and sporting events, entertainment and other. It also takes into account the level of accommodation
prices, food standards, tourist facilities and technical infrastructure (Halemba, Mrozowicz, 2013). Factors such
as: products of local artists, regional cuisine, attitude of local people towards tourists, tourist information and
promotion, favourable communication location also play a role.

The literature points out to the following values that define the tourist attractiveness of a region: natural,
recreational, cultural and specialist (Ibidem). Natural ones come from: national parks, landscape parks, zoos,
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botanical gardens, historic parks, viewpoints, gorges, caves and lakes. Leisure ones that allow for regeneration
and rest are: low urbanization, clean air, leisure and recreation centres, healing properties of waters, availability
of recreation areas and conditions for active leisure. Cultural values include monuments of architecture and
construction created in the process of historical development, artefacts of folk material culture and non-mate-
rial culture works such as folklore, rituals and traditions. Specialist values are, in turn, components and quali-
ties of the natural environment that enable specialized tourism, in particular: sailing, canoeing, riding and
hunting.

The Lubuskie Province Development Strategy 2020 states that in light of the natural and cultural values
existing in the province, tourism can and should become an important pillar of socio-economic development
(Zarzad Wojewodztwa, 2012). Referring to the above statement, the aim of the study was to prepare general
characteristics of its development in the region and to make an attempt to assess the tourist attractiveness of
municipalities using an aggregate measure with the median. The research conducted accounted for statistical
data from resources kept by various institutions. The data refer to the 2018 conditions.

Method

According to the theory of tourism, in order to examine the tourist attractiveness of a given municipality
or district, the value of resources that shape it should be assessed (Halemba, Mrozowicz, 2013). Statistically
speaking, a number of methods can be discerned that allow to assess the tourist potential of the studied area.
These include the following methods: Hellwig's development pattern (Hellwig, 1968), Cieslak (Cieslak, 1974),
rank method (Siedlecka, 1999), zero unitarization (Kukuta, 2000), Walesiak’s (Walesiak, 2006).

An interesting proposition that can also be used to assess the tourist attractiveness of municipalities is the
Strahl method (Strahl, 2001, 2006). The essence of this method is to determine the aggregate measure, which
in its construction uses the median and standard deviation. Aggregate measures built on the principle of aver-
aging variables have a disadvantage, which is the sensitivity of the average to extreme values, and especially
to high values of the variable. The use of median in the construction of aggregate measures means that extreme
values do not affect the average level of the variable. The standard deviation takes into account the effect of
variation in the variable values of a given object on the level of the measure obtained.

The construction of an aggregate measure with a median is as follows:

1. In the set of variables {x,,x,,...,x, } that characterize the examined municipalities { P, P,..., P, }, the

following are distinguished: stimulants, destimulants and nominants. Numerical values are arranged in the
matrix:

xll xlz xlm
X=[xkj]: : : o, )
X1 Xxka2 oo Xkm

where: x; — the value of the j-variable for the k-th municipality.
2. The data are then normalised. The stimulants are normalised by the formula:

Xyi

z, =— 2)
Y max i {xkj}
The destimulants are transferred as:
: 1
min, {xk. i
z; = — 7 3)
X

In the case of the nominants the relations are as follows:

1 forxkj =N,

J

X,

z, =1 ——1forx, <N, , 4)
N- J J

J

N,
— 1 forx, >N,

Xy

where: N, — a nominal value of the j-th nominant.
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The values of the variables after being normalised for the matrix Z = [zk[] .

3. For each municipality a median and standard deviation are calculated. With that in view in each row
of the matrix Z the values of the variables are ordered in a decreasing manner z,,z,,...,z,. The median is

determined as follows:

2

Zk{%] * Zk{%ﬂj ’
2

z for an uneven m
k[WH—lj

me, =

6))

for an even m

m+l m m

where: Ny +1 is the value of the consecutively numbered variable, while m is the number of vari-

ables.
Standard deviation and arithmetical mean are calculated in this manner:

1 & 2 : :m 121»7'
==y = = &=
Sy =.]— (ij_Zk) and Z, =———.

m j=1

(6)

m
4. For each municipality P, (k =1,...,K) the aggregate measure is calculated by the formula:
o, =me, (1-s,), (7
where: ®, is the level of measure for the A-th municipality, me, — median from the value of j-variables for
the k-th municipality, s, — standard deviation from the value of j-variables for the k-th municipality.

The aggregate measure values obtained are normalized and meet the relation ®, <1. Measurement values

closer to one testify to a higher level of development in the P municipality. The measure prefers municipalities
that have higher median values of the features describing them and their smaller diversity, expressed by a
standard deviation.

To compare rankings obtained using different methods, Kendall tau or Spearman’s rank correlation co-
efficients can be used. These measures determine the compatibility of rankings on the ordinal scale (Walesiak,
1993, 2006).

Tourism in Lubuskie Province against the background of other provinces

Situated on the Polish-German border, Lubuskie Province is one of the smaller regions in the country.
The province has the area of 13,988 km?, which constitutes 4.47 % of Poland (US Zielona Goéra, 2019). The
region has a population of 1,014,548 and a population density of 72.5 people per km?. The number of employed
in the province for 2018 is 357,724 people. The sections directly related to tourism, such as accommodation
and catering, with culture, entertainment and leisure accompanying the former, indicate that 2.72 % of the
inhabitants is actively employed. GDP per capita of the province is at the level of PLN 45,317. In this respect,
it ranks 9th among all regions in the country.

The province has its tourist values because it is a valuable natural area. A characteristic feature of the
region is the largest afforestation in Poland. The share of forests is 49.3 % of the total area of the province.
Protected areas in the region include: 2 national parks, 8 landscape parks and 64 nature reserves (Urzad Mar-
szatkowski, 2019). It chiefly is woodland and lakesides and riversides that show a variety in the plant, fowl
and animal composition. The major watercourses are the Odra, Warta, Note¢, Nysa Luzycka, Obra and Bobr
rivers. It has to be stressed out that the region is often called the Five-Hundred-Lakeland. The total area of the
lakes is 13.4 hectare while Lake Stawskie has the area of 828 hectare.

These, however aside, as it is the bed and breakfast facilities and the number of visitors that show that the
region is developing. In the Province of Lubuskie some 300 B&B facilities are available. To be more specific,
these are: 66 hotels, 14 motels, 13 boarding houses, 43 other hotel facilities, 9 hostels, 31 holiday centres and
youth camps, 22 training and leisure centres, 45 offering agritourism lodgings and guest rooms, 21 complexes
of tourist houses, 13 campsites and field camping sites, 23 otherwise not classified. The database has 18,512
beds, of which 11 083 are all-year beds. In total, 687,751 tourists used them in 2018. They were provided with
1,429,521 nights, including 327,190 nights for foreign tourists.

Indicators of tourism development in relative terms compared to other provinces are presented in table 1.
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Table 1. Indicators of tourism development in Lubuskie Province as compared to other provinces for 2018

Lubuskie Province Min Max Rank

Number of tourist facilities per 100 km? 2.14 1.39 9.95 9
Number of beds per 100 inhabitants 1.82 0.95 8.10 6
Tourists using accommodation per 100 inhabitants 67.7 42.4 178.6 7
Number of nights spent per 100 inhabitants 140.8 90.0 889.8 10
Average number of nights per one user 2.08 1.76 4.98 12
Occupancy rate of beds in % 29.8 29.2 51.6 15
Number of nights spent for foreign tourists per 100 inhabitants 32.2 8.48 225.1 6
Source — own work based on (GUS, 2019)

In Lubuskie there are 2.14 accommodation facilities per 100 km?, which gives it 9th place among other
regions in the country. However, the province has some opportunities for tourism development. This is indicated,
for example, by the Baretje tourist function indicator. He informs that due to the number of beds, which is 1.82
per 100 inhabitants, the region occupies even 6th place in the country. The position of the province is also rela-
tively high, taking into account the intensity of Schneider tourism. The number of users of accommodation
reaches 67.7 per 100 inhabitants and in this respect it occupies the 7th position. The province performs worse in
light of the Charvat saturation index. The number of overnight stays is at the level of 140.8 per 100 inhabitants,
which means that it is only in the 10th position. The average number of nights per tourist is also low. It is 2.08 in
the region, while in other provinces it reaches up to 4.98 nights. This results in the fact that the region has a low
level of utilization of bed places. It amounts to 29.8 % and it is last but one level among all provinces.

On the other hand, the border location and natural values are a chance for the development of tourism in
Lubuskie, next to the accommodation base it possesses. This can be demonstrated by the number of overnight
stays provided to foreign tourists. It amounts to 32.2 per 100 inhabitants in the region, being the 6th value of
the indicator in the country. Tourists from Germany (30.6 %) and Ukraine (24.8 %) dominate among them.
While, the virtues of forests and numerous lakes can promote the development of various forms of recreational
and leisure tourism, as well as active tourism: water, cycling, hiking, Nordic walking, riding, hunting, fishing.
Among the most important tourist attractions of the region are: Kayaking Trips of Lubrza, Lubniewickie Zan-
der Festival, Festival Pol’and Rock in Kostrzyn nad Odra, Joanite Fair in Lagdéw, the underground of
Migdzyrzecki Fortified Region, Ark of Muzakow Geopark (LOTUR, 2019).

Tourist Attractiveness of Province Municipalities

The tourist attractiveness of a given area and municipality results from its natural and anthropogenic
values (Goflebski, 1999). Important in this respect are: the existing hotel base, catering facilities, entertainment
offer and existing monuments in a given municipality. The condition of the natural environment and activities
related to its protection play an important role. The image of the tourist product of the municipality and the
role of marketing in its promotion are also significant.

In order to take into account the above-mentioned aspects, when assessing the tourist attractiveness of
municipalities of the Lubuskie Province, an attempt was made to consider the widest possible set of diagnostic
variables. To complete the task data from the Local Data Bank kept by the Chief Statistical Office (GUS,
2019), Chief Land Survey and Cartography Office (GUGIK, 2019) and Lubuskie Province Historic Preserva-
tion Officer (Rejestr zabytkow, 2019) were derived. Initially, 29 variables were selected for which data for the
year 2018 were available. Out of this set, with substantive criteria applied, 11 variables were selected for the
construction of the aggregate measure. This set ultimately consists (cf. Balinska, 2016):

x1 — woodland share in % of the total area of the municipality,

x, — area with special natural values in % of the municipality area,

x3 — number of lakes, ponds, and man-made lakes per each 100 km? of the municipality area,

x4 — number of tourist accommodation establishments per 10,000 inhabitants,

xs — number of beds per 100 inhabitants,

xs — number of foreign tourists per 100 inhabitants,

x7 — number of overnight stays provided to foreign tourists per 100 inhabitants,

xs — number of businesses active in the catering services (Section 56) per 100 inhabitants,

xo — number of historic places per 100 km? of the area of the municipality,

x10 — length of bicycle paths per 100 km? of the area of the municipality,

x11 — expenditure on tourism, culture and protection of the national heritage in % of total expenditure out
of the municipality purse.
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Detailed analysis indicates a high diversity of municipalities due to the considered diagnostic variables.
Coefficients of variation determined for them range from 35.1 % to 399.7 %. They visibly exceed the minimal
level of variability which usually is 10.0 %.

An aggregate measure with the median Strahl was used to assess the synthetic tourist attractiveness of
the region's municipalities. According to the test procedure, the variables were normalized. Since all of the
variables are stimulants, a quotient transformation with a base equal to the maximum value was used for this
purpose. The ranking of tourist attractiveness of municipalities is presented in table 2.

Table 2. Ranking of tourist attractiveness of Lubuskie Province municipalities for the year 2018 obtained using an aggre-
gate measure with a median

No. Municipality w, No. Municipality ®, | No. Municipality w,
1.|Lagoéw 0.453 | 29.|Dabie 0.083 | 57.|Santok 0.026
2. |Lubniewice 0.304 | 30.|Dobiegniew 0.078 | 58.|Deszczno 0.025
3. |Pszczew 0.290 | 31.|Rzepin 0.077 | 59.|Czerwiensk 0.024
4.|Os$no Lubuskie 0.231 Zabor 0.077 Krosno Odrzanskie 0.024
5.|Stawa 0.221 | 33.|Sulecin 0.073 | 61.|Nowogréd Bobrzanski 0.023
6. |Leknica 0.195 | 34.|Miedzyrzecz 0.071 | 62.|Zary rural 0.018
7.|Torzym 0.194 | 35.|Tuplice 0.067 | 63.|Przewoz 0.017
8. | Skape 0.179 | 36.|Gubin 0.064 | 64.|Matomice 0.015
9. | Stubice 0.177 Itowa 0.064 | 65.|Swidnica 0.011
10. | Bobrowice 0.157 | 38.| Witnica 0.056 Stare Kurowo 0.011
11.| Drezdenko 0.143 | 39.|0tyn 0.055 | 67.|Zagan rural 0.010
12. | Przytoczna 0.133 | 40.|Zielona Goéra 0.054 Bojadta 0.010
13.| Trzciel 0.124 | 41.|Kostrzyn nad Odra 0.053 Szlichtyngowa 0.010
14. | Bledzew 0.120 Zary 0.053 | 70.|Bogdaniec 0.009
15.]|Kolsko 0.119 | 43.|Nowe Miasteczko 0.052 | 71.|Zwierzyn 0.006
16. | Nowa Sél 0.114 Krzeszyce 0.052 | 72.|Jasien 0.004
17.| Stonsk 0.110 | 45.|Gorzow Wikp. 0.047 | 73.|Maszewo 0.003
18. | Kargowa 0.109 | 46.|Zagan 0.046 Trzebiechéw 0.003
19. | Bytnica 0.108 | 47.|Skwierzyna 0.045 Siedlisko 0.003

20. | Strzelce Krajenskie 0.099 | 48.|Nowa Sél rural 0.043 | 76.|Niegostawice 0.002

21. | Bytom Odrzanski 0.095 | 49.|Sulechow 0.039 Kozuchow 0.002

22.| Swiebodzin 0.092 Lubsko 0.039 | 78.|Szczaniec 0.000

23.|Brody 0.091 Zbaszynek 0.039 Gozdnica 0.000

Wschowa 0.091 | 52.|Cybinka 0.035 Brzeznica 0.000

25.| Gorzyca 0.090 | 53.|Trzebiel 0.034 Wymiarki 0.000

26.| Lubrza 0.089 | 54.|Szprotawa 0.032 Lipinki Luzyckie 0.000

27.|Klodawa 0.087 | 55.|Lubiszyn 0.030 XX X

28. | Babimost 0.084 Gubin rural 0.030 XX X

Source — own calculations

The ranking prepared on the basis of an aggregate measure with the median was then compared with the
rankings obtained on the basis of other commonly used aggregate measures. Of these, measures built on the
basis of methods: rank (w1), zero unitarisation (w»), Cieslak with normalization against standard deviation (ws),
Hellwig's development pattern with normalization through standardization (w4) were taken into account. To
compare the rankings, the Spearman’s rank correlation coefficient was used, the values of which are summa-
rized in table 3.

Table 3. Spearman’s rank correlation coefficient for the ranking obtained using the aggregate measure with median and
rankings obtained by other methods

wi wa w3 Wy
Aggregate measure with the median 0.851 0.765 0.793 0.837

Source — own calculations

By splitting the range of the values of aggregate measure with the median into equal-span ranges, four
groups of municipalities with a similar level of tourist attractiveness were identified. The first singled out group
within the measure bracket from 0.345 to 0.460 is made of the municipality of Lagéw. The value obtained in
its case is 0.453. Tourst-wise it is the most attractive municipality in the region. The second group includes
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3 municipalities that have values from 0.230 to 0.345. These are the municipalities of Osno Lubuskie, Pszczew
and Lubniewice. As for regional conditions, they are characterized by significant tourist attraction. Eleven
municipalities belong to the third group with measurement values from 0.115 to 0.230. This group is made up
of the following municipalities: Kolsko, Bledzew, Trzciel, Przytoczna, Drezdenko, Bobrowice, Stubice,
Skape, Torzym, Leknica and Stawa. For tourists these are medium-attractive municipalities. The remaining
group of 67 municipalities belongs to the fourth group. The values of measure are in their case from 0.000 to
0.115. These municipalities are not very attractive for tourists. The arithmetic mean of the aggregate measure
determined is 0.074, standard deviation 0.078 and the coefficient of variation 105.8 %.

The relatively high values of Spearman’s rank correlation coefficients indicate that the aggregate measure
with median gives a comparable order of municipalities vis-a-vis those that could be obtained by other methods
considered. The resulting tourist attractiveness ranking is most similar to the ranking obtained by the rank
method (wy), with the value of the coefficient reaching 0.851. It differs most from the ranking obtained by the
method of zeroed unitarisation (w). In this case, the Spearman’s coefficient is 0.765. At the same time, gen-
erally, a significant correspondence holds for municipalities occupying more top-wise positions in the rank-
ings, and any discrepancies will mainly be placed in lower positions, especially those between which there are
small differences in the level of aggregate measure used.

Figure 1 shows the spatial distribution of the aggregate measure with the median.

-0.460
-0.345
-0.230
-0.115

Figure 1. Municipalities as per level of tourist attractiveness determined
using an aggregate measure with the median for 2018

Source — own study.

Generally, municipalities of an average or higher level of tourist attractiveness are located in the centre
and at the eastern border of the region. The first cluster is especially interesting. It comprises the municipalities
of Lubniewice, Bledzew, Os$no Lubuskie, Torzym, Lagow, Skape and Bobrowice. It seems that in the situation
of a short stay of tourists in the region, the creation of a joint complementary offer of these municipalities
could contribute to the tourists’ interest in extending their stay there. This could be facilitated by the construc-
tion of a cycle path network connecting these municipalities. Owing to the proximity of border crossings at
Stubice, Kostrzyn on the Oder and L¢knica the path could be a factor that would additionally stimulate tourism
from Germany. Alternatively, state eastern border adjacent municipalities could also be connected by bicycle
paths: Stawa, Kolsko, Trzciel, Pszczew, Przytoczna and Drezdenko.

Conclusions

In the programme documents of Lubuskie Province, tourism is branded one of the potential pillars of the
socio-economic development of the region. However, the outcome of the study shows that despite the region's
assets (large afforestation, numerous lakes, nature reserves, accommodation facilities) its potential is not fully
utilized. For example, the number of nights spent in the region is quite low compared to other provinces. And
although the sheer number of tourists visiting it is relatively high, this does not translate into the degree of use
of the existing accommodation base.
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The province itself is also diversified to a large extent as regards tourist attractiveness of the municipali-
ties. This is indicated by the value of the coefficient of variation of the aggregate measure determined by the
median. In line with this measure, a relatively high level of tourist attractiveness is shown by the municipalities
located in the centre of the region: Lagow, Lubniewice, O$no Lubuskie, Bledzew, Torzym, Skape and
Bobrowice. Other municipalities include: Pszczew, Stawa, Kolsko, Trzciel, Przytoczna, Drezdenko, Stubice
and Leknica. In the light of the value of the Spearman’s rank correlation coefficient, the aggregate measure
with median orders municipalities with respect to their level of their tourist attractiveness to a large extent
comparable to values that could be obtained by other methods considered in the study.

References

Balinska, A. (2016). Znaczenie turystyki w rozwoju gmin wiejskich na przykladzie obszarow peryferyjnych wschodniego
pogranicza Polski, Wydawnictwo SGGW w Warszawie.

Cieslak, M. (1974). Taksonomiczna procedura programowania rozwoju gospodarczego i okreslania zapotrzebowania na
kadry kwalifikowane, Przeglqd Statystyczny, 4, 21(1), 4-22.

Gtowny Urzad Geodezji i1 Kartografii, Wykaz nazw wodd stojacych, ksng.gugik.gov.pl Retrieved from
http://ksng.gugik.gov.pl/pliki/hydronimy?2.pdf.

Gloéwny Urzad Statystyczny, Bank Danych Lokalnych. bdl.stat.gov.pl Retrieved from https://bdl.stat.gov.pl/BDL/start.

Glowny Urzad Statystyczny (2019). Turystyka w 2018 roku, Warszawa.

Gotebski, G. (ed.) (1999). Regionalne aspekty rozwoju turystyki, PWN, Warszawa-Poznan.

Halemba, P., & Mrozowicz, K. (2013). Zarzqdzanie atrakcjami turystycznymi regionu geograficznego, Wydawnictwo
AWF w Katowicach.

Hellwig, Z. (1968). Zastosowanie metody taksonomicznej do typologicznego podziatlu krajow ze wzgledu na poziom ich
rozwoju i strukture wykwalifikowanych kadr, Przeglgd Statystyczny, 15(4).

Korenik, S. (2011). Region ekonomiczny w nowych realiach spoteczno-gospodarczych, CeDeWu, Warszawa.

Kornak, A.S. (1997). Ekonomika turystyki, Kujawsko-Pomorskie Studium Edukacyjne, Bydgoszcz.

Kruczek, Z., Zmyslony, P. (2010). Regiony turystyczne, Proksenia, Krakow.

Kukuta, K. (2000). Metoda unitaryzacji zerowanej, PWN, Warszawa.

Kurek, W. (ed.) (2007). Turystyka, PWN, Warszawa.

Lubuska Regionalna Organizacja Turystyczna LOTUR, Lubuskie produkty turystyczne, www.lubuskie.travel.pl Re-
trieved from http://www.lubuskie.travel.pl/index.php/wydawnictwa.

Malina, A. (2004). Wielowymiarowa analiza przestrzennego zréznicowania struktury gospodarki polskiej wedlug wo-
Jjewodztw, Wydawnictwo AE w Krakowie.

Panasiuk, A. (ed.) (2007). Jakos¢ ustug turystycznych, Wydawnictwo Uniwersytetu Szczecinskiego.

Rejestr zabytkéw nieruchomych wojewodztwa lubuskiego, www.nid.pl Retrieved from https://www.nid.pl/pl/Infor-
macje_ogolne/Zabytki w_Polsce/rejestr-zabytkow/zestawienia-zabytkow-nieruchomych/31.12.2014/LBS-rej.pdf.

Siedlecka, U. (1999). Uwagi o porzadkowaniu obiektéw metoda rang na przykladzie poréwnan regionalnych [in:]
A. Zelia$ (ed.), Przestrzenno-czasowe modelowanie i prognozowanie zjawisk gospodarczych, Wydawnictwo AE w
Krakowie.

Steczkowski, J., & Zelias, A. (1981). Statystyczne metody analizy cech jakosciowych, PWE, Warszawa.

Strahl, D. (2001). Miara agregatowa z mediana, Ekonometria, 8, Prace Naukowe AE we Wroctawiu, 915.

Strahl, D. (2006). Metody porzadkowania liniowego w ocenie rozwoju regionalnego [in:] D. Strahl (ed.), Metody oceny
rozwoju regionalnego, Wydawnictwo AE we Wroctawiu,.
Walesiak, M. (1993). Zagadnienie oceny zgodno$ci wartosci cech syntetycznych w badaniach poréwnawczych [in:]
J. Hozer (ed.) Teoretyczne i praktyczne problemy mikroekonometrii, Wydawnictwo Uniwersytetu Szczecinskiego.
Walesiak, M. (2006). Uogdlniona miara odleglosci w statystycznej analizie wielowymiarowej, Wydawnictwo AE we
Wroctawiu.

Urzad Marszatkowski Wojewodztwa Lubuskiego, Lubuskie po drodze. Pigckno przyrody i natury, www.lubuskie.travel.pl
Retrieved from http://www.lubuskie.travel.pl/index.php/ wydawnictwa.

Urzad Statystyczny w Zielonej Gorze, Rocznik statystyczny wojewodztwa lubuskiego (2019), Zielona Gora.

Zarzad Wojewddztwa Lubuskiego (2012). Strategia rozwoju wojewodztwa lubuskiego 2020, Zielona Gora.

138 BecTHuk KaparaHguHckoro yHuBepcuTeTa



Study into the tourist attractiveness of Lubuskie Province municipalities ...

I1. Hlyyuncku

JI100y11 00/1bICBIHBIH MYHHITUIIAJIIBIK KYPbLIBIMAAPBIHBIH TYPHCTIK TAPTHIMAbLIBIFbIH
arperanMsUIaHFaH KOPCETKIIITI MaiaaIaHa OTBIPBIN 3epTTey

Anoamna

Maxcamui: Ka3ipri 5JKOHOMUKAHBIH €PEKINIENiri, oHaa OOJIBIN XKaTKaH YPIIiCTEp Ocil Kelie KaTKaH JUHaMUKa MEH
KEHICTIKTIKTI opTapanTaHABIPyMEH CHIIaTTalafbl. Op OHIpAIH HeMece MYHHUIIUITAIIBIK KYPBUTBIMHBIH JAMYyBIHIAFBl Ma-
HBI3JIBI KYOBLUIBICTApBIH Oipi — OJIapIbIH ayMarblHAa OOJIBIN XKAaTKaH TYPHUCTIK aFbiM. OChbIFaH OailIaHBICTBI YTHIMIIBI
TyCTap MBIHANAPIBI KAMTHUJIBL: OMIp CYPY JCHTCHIH )KaKcapTy, CYPaHbIC TICH TaOBICTApbl APTTHIPY, KYMBICCBI3IBIK JICH-
reiliH TOMEH/IeTY, MHPPAKYPBUIBIMABI TaMBITY, XKeprilikTi KojdeHepai Koanay. Ockliaiiina, Typu3M eHipJeTi )KoHe Kep-
TUTIKTI 9KOHOMHKAHBI KaHJAHIBIPY/IBIH MAHBI3JIbI TOCII OOJIBIN TaOBLIA B,

O0ici: Oyn 3eprreyne JIroOyin eHipiHe CTAaTUCTHUKANBIK 3€pPTTEYJIEp JKYPTi3iIreH.

Kopuvimbinowi: eHiperi Typu3MIi JaMbITY/IbIH KaJIIbl CUIIATTAMACHI 331PJICHICH )KOHE MYHHUIIMIAIIBIK KYPbLIbIM-
JApIBIH TYPHUCTIK TapTHIMIBUIBIFEIH MEIUAHAJBIK MOHI Oap arperarpsulaHFaH KOpPCETKIINTI maimanaHa OTBIPHII Oara-
JIayFa 9peKeT yKacalFaH.

Tyorcoippimoama: OChl KOPCETKIIITIH HETi3iHIe aJbIHFaH MYyHAIIUIAIABIK KYPBUIBIMIAPABI capanayIslH 0acka KeH
KOJIJIaHBUIATBIH arperalusuiaHFaH KOPCeTKIIITep YIIiH allblHFaH capaiayJapMeH CalbICThIPbUIFaH. 3epTTey OapbIChIH/a
apTypIi aepekkesaepacH 2018 xbpurra apHaIFaH MAJIIMETTEP €CKepiJireH.

Kinm ce30ep: TypuCTiK TapTHIMIBIIBIK, MEIHAHAMEH KUBIHTHIK KOpCceTKim, JIIo0ymr 00IbICH, KeprilikTi AaMy.

I1. Hlyyuncku

Hccaenopanue TypucTHYECKOl NPHBIEKaTeJIbHOCTH MyHHIUNIAIBHBIX 00pa3oBaHUi
JI100ymckoi 00J1aCTH ¢ HCIIOJIb30BaHNEM arPernpoOBAHHOIO MOKa3aTe st

Annomauusn

L]ens: 0COOEHHOCTBIO COBPEMEHHOH IKOHOMHKH SIBIIIETCS TO, YTO MPOUCXOAAIINE B HEW MPOIECCHl XapaKTepHu3y-
IOTCS pacTyIIei AMHAMHIKON U IPOCTPAaHCTBEHHON nuBepcudukarmeir. OHIM 13 BaXKHBIX SIBICHHH B Pa3BUTHU KaKIOTO
PETMOHA WIIM MYHHUITUIAILHOTO 00pa30BaHUs SIBISETCS TYPUCTHICCKHI MOTOK HA X TEPPUTOPHUH. BBITONBI, CBSI3aHHBIC
C 3THM, BKITIOYAIOT B C0s1: MOBBIIICHUE YPOBHS XKHU3HH, YBEIUUYCHUE CIIPOCA U JOXOJ0B, CHIXKCHHC YPOBHS 0e3pabOTHUIIBI,
pa3BuTHE UHPPACTPYKTYPHI, OICPKAaHIE MECTHBIX peMecel. TakuM 00pa3oM, TYPH3M CTAHOBUTCS BaXKHBIM CIIOCOOOM
0’KMBJICHUS] PETUOHATILHOW U MECTHOM IKOHOMUKH.

Memoouvl: B JAaHHOM UCCIICIOBAaHUH OBLIN TIPOBEJICHBI CTATHCTUYECKUE HCciIeoBaHus B JIr0OyIIcKoit o0macTu.

Pesynrsmamei: moaroroBieHa o0IIas XapaKTePHCTUKA Pa3BUTHS TypU3Ma B PETHOHE W IPEANIPHHSATA ITOTIBITKA OTIe-
HUTH TYPUCTHYECKYIO MPUBJICKATEIHPHOCTh MYHHUIIMIIATGHBIX 00pa30BaHUl C MCIOJIH30BAHNEM arpeTHPOBAHHOTO MOKa-
3aTeNs ¢ MeIUAHHBIM 3HAUCHUEM.

Bv16000b1: pamxupoBaHne MyHHINIAIBEHBIX 00pa30BaHNI HA OCHOBE TOTO ITOKAa3aTellsl OBLIO COTIOCTABIICHO C PaH-
KUPOBAHUEM, MTOTYUYSHHBIM TSI IPYTUX IIUPOKO HCIOIB3YEMBIX arpeTHpOBAHHBIX ITOKa3aTeniell. B mcciaenqoBanny y4u-
THIBAIOTCS JAHHBIE U3 PAa3IMIHBIX HCTOYHUKOB 32 2018 ro.

Kniouegvie cnoga: Typuctudeckas IpUBIEKATENbHOCTh, COBOKYIHBIN ITOKa3aTeslb ¢ MeIuaHoH, JIroOymickas 06-
J1acTh, MECTHOE PA3BHUTHE.
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State administration of higher education in the Republic of Kazakhstan:
problem and perspectives

Abstract

Object: identify current problems of higher education in the Republic of Kazakhstan, aimed at improving the com-
petitiveness of education, the development of human capital by ensuring the availability of quality education for sustain-
able economic growth. The article also discusses the current state and development trends of the higher education system
in the Republic of Kazakhstan. Structure of higher and postgraduate education in the Republic of Kazakhstan. Data on
the priority directions of development of the higher education system at the present stage, as well as the implementation
of program goals and objectives defined in international and national strategic and program documents, are analyzed.

Methods: the article uses theoretical and empirical research methods: the works of foreign and Kazakhstani authors
on this topic, legislative and program documents are studied. In order to identify problems, an analysis of official statistics
was conducted.

Findings: the analysis and forecast of the faculty of the higher education system. Analysis of the dynamics of
changes in the number of students in the higher education system of the Republic of Kazakhstan. The analysis of the ratio
of students in the form of ownership of universities, the ratio of students in the form of payment for education, as well as
the dynamics of the contingent of students in the regional context.

Conclusions: as a result of the study, conclusions were drawn and development prospects and methods for improv-
ing the monitoring of higher education in the Republic of Kazakhstan were determinedio

Keywords: public administration, higher education system, implementation of programs, statistical analysis, public
policy.

Introduction

The economic and political achievements of the last decades have made it possible to shift the state pri-
orities to the main value — the quality of human life and life. In the Address to the People of Kazakhstan on
October 5, 2018, the President said that “the growth of the welfare of Kazakhstanis should be a priority”, and
the main priority is the well-being of the people of Kazakhstan, which is directly dependent on increasing the
income and quality of life (Nazarbayev N, 2018). Education plays a key role in human resources development.

According to the Human Development Index, which takes into account the UN's Interstate Indicator of
Quality of Life (Atherton et. al., 2016), in 2018, out of 189 countries with the highest human development
indicators, Kazakhstan ranked 58th in 59 countries. Human Capital Development by the World Bank Accord-
ing to the Index, Kazakhstan ranks 31st out of 157 countries (UNDP, 2018).

According to the index, the child labor productivity of a child born in Kazakhstan today is 75 % of his or
her potential, which is achieved through full education and improved health (TWB, 2018).

Both countries have shown positive dynamics in Kazakhstan's rankings, but the state needs to make some
efforts to improve the welfare of its citizens. By the way, mechanisms are being created, which now create
favorable conditions for professional growth and self-realization, providing quality education for all citizens
of the country. In solving these important tasks, Kazakhstan has high hopes for young people. For the sustain-
able development, the Incheon Declaration adopted has identified 17 youth as a key factor in development.
However, economic growth is possible only if young people have the skills and abilities necessary to unlock
their potential. In 2019 the World Economic Forum focused on the main theme: The role of young people in
shaping global architecture and building a better world in the era of the fourth industrial revolution (WEF,
2019). The head of state has designated 2019 as the Year of Youth, in which the growing generation can
expand his horizons of knowledge and skills focused on the modern labor market in a fast-growing world.
Human capital is one of the key factors in sustainable growth and reducing poverty.
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This article discusses the priorities for the development of higher education at the current stage of data
analysis on implementation of program goals and objectives identified in international and national strategic
and program documents.

Hypothesis: Improving public administration monitoring of the higher education system by means of:

— implementation of the principles of the Bologna Declaration in order to provide students with modern
knowledge and mastery of foreign languages. The activities of the Ministry of education and science of the
Republic of Kazakhstan are aimed at promoting international best practices in the field of managing the process
of providing high-quality educational services;

—due to the fact that higher education institutions have a certain degree of autonomy in operational
management and financial matters, there is a tendency to reduce the scope of application of state standards and
expand the variable component. Based on this, implement a system of University management based on the
principles of autonomy, strategic planning and quality management.

Literature Review

After all, more and more, this will result in a change in the quality of more than one image. Tuck,
G. Shrikanthan et al (UNESCO, Stat., 2013). Undermines the uncontrollability of developing a single-grain
model with a higher image quality. E. Van Kemenade (Srikanthan et. al., 2002) portrays divisive aspects, var-
ying in the quality of image formation. The basis of this technology is the technology of the formation of a
variable, the monitoring of the instrument of the enhancement of the coherence (Van Kemenade et al., 2008;
Kingsbury et al., 1989; Lord, 1980). J. Lyotard & Dr. (Wess et al., 1984) Defined to be institutionalized (for-
mal) process, based on the basic object of the transfer, the degree of change, and the value of the single item,
group, family. It can be said that you are interested in the area of objective institutions, as well as in the criteria
criteria, as well as in the monitoring of the monitoring of the training and analysis of the results of the results.
The value of the value of the information is reflected by the accuracy of objective information, valid infor-
mation about the status and results of the visualization process. By the way, the emphasis on the ability to
work, the process of the formation of the process with the help of the self-organization, with the result of the
results of the correction of the need for the correctness of the work in the day of the day. One-to-one effective-
ness is based on the constant focusing on the current, as long as the method and instrument are used (Lyotard
et al., 1984; Athiyaman, 1997; Ham et. al., 2003; Suhre et al., 2017).

Methods

In its use theoretically-empirical method of study: the study of the written and the Kazakh authors on the
basis of the subject, the program and the document. In the case of problem solving, this is done by analyzing
official statistics and analyzing statistical methods.

Results

The structure of higher and postgraduate education of the Republic of Kazakhstan is regulated by the Law
“On Education” (July 27, 2007). According to the latest changes and additions in the legislation the following
regulations are established:

— Bachelor's degree programs are designed for higher education with the award of a “Bachelor” degree
in the relevant specialty;

— Postgraduate education Master's degree, residency and doctoral degree programs of higher and (or)
postgraduate education, scientific organizations in the basic profile of activities and training, as well as schol-
arship holders of “Bolashak” international scholarship in the manner prescribed by the legislation of the Re-
public of Kazakhstan leading foreign higher and (or) postgraduate education on full-time education according
to the list of approved specialties annually. Send read imdarina;

— Training in a magistracy is carried out on the basis of educational programs of higher education in two
directions: the scientific and pedagogical term of training not less than two years and the period of training not
less than one year;

— Training of doctoral candidates is carried out on the basis of magistracy educational programs in two
directions: educational term not less than three years scientific and pedagogical and profile period not less than
three years.

The increasing share of the middle class and young people encourages the concentration of higher edu-
cation in the world. A few decades ago, higher education was elite. Today, countries recognize the value of
higher education for the well-being of adults and society as a whole. In that sense, it will be accessible to most
middle class individuals. At the same time, the share of young people around the world is growing. At the
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beginning of 2012, the world population was more than (TWB, 2017) billion, and young people under 30 made
up more than half (50.5 %) of this number. These and other reasons have doubled the number of students in
the world over the last two decades: 1998 — 89 million people, 2017 — 200 million people (Salmy, 2018).

Created on November 28, 2018 as World Higher Education Achievement Day — World Access to Higher
Education Day (WAHED). The event was attended by experts from 100 professional associations from
30 countries. This day has been celebrated in 15 countries through 40 different activities on inequality in access
to tertiary education at local, national and global levels. The initiative was presented by a national network of
educational opportunities in England (TNEON).

WAHED prepared and published the International Report “All around the world — Higher education
equity policies across the globe”. The report, written by expert Jamil Salmi, analyzed the politics of state
equality in about 70 countries, including the fragmentary statements about Central Asia. The analytical frame-
work is based on the identification of two types of incentives for access to higher education: non-financial and
financial (Table 1). A more effective policy of inequality in tertiary education is recognized by experts as a
combination of financial and non-financial support measures (VSHE, 2011). The state plays a key role in the
distribution of any mechanism at the national level.

Table 1. Mechanisms to Encourage Access to Higher Education in J. Salmi, 2018

Financial Non-financial Combined
Subsidized education (in Preparatory programs Holistic access strategies up to the
whole or in part) establishment of a special government agency
aimed at:
Poverty scholarships and Establishment of uniform requirements / | — timely implementation of certain
grants / targeted grants Reduction of entry requirements mechanisms;
Educational loans Establishment of branches in remote — ensuring consistency between the various
areas goals of state policy, including equitable

access for different population groups,
allocation of adequate resources and
compliance with quality assurance criteria

Redistribution of state Distance education
finances of higher
education to providing

Fair access Specialized units for underrepresented
groups

Other financial regulatory | Career support (career guidance)

measures

Possibilities of changing the trajectory /
re-reading of the previous training
Retention Programs

Note: Salmi J. (2018), All around the world — Higher education equity policies across the globe,
https://'www.universityworldnews.com/post.php? story=20181203055421486

Non-financial mechanisms to encourage higher education include measures that do not require direct cash
investments. The study by Jamila Salmi, covering 71 countries worldwide, showed that the most common non-
financial measures involved reforming admission criteria, preparation programs (in 28 countries), retention
programs (in 24 countries) and other mechanisms of motivation for universities (38 countries) (Fig. 1.).
According to the study, formerly socialist countries in Eastern Europe and Central Asia misuse non-financial
support for tertiary education, as we are convinced that the key to equality is a meritocratic entrance exam. In
most of these countries, such examinations were introduced as part of the transition from socialism to market
economy.

In the Kazakh context, the UNT is defined as the main intangible measure to ensure equal access to higher
education. In 2018, school leavers passed the UNT 15 times. Over the years of UNT testing more than 1.6
million school graduates. From 2017, they have passed the final attestation in the form of (1) Secondary Edu-
cation Certificate and Altyn belgi and (2) School Graduation Exams with UNT and state scholarships to study
at universities. Applicants have the opportunity to take the UNT again on a paid basis. 5 334 school leavers
took the opportunity to take the UNT. In 2018, the average UNT score was lower than the average score based
on the results of the main tests — 77.96 (-5.12). Only 21 % of the graduates who passed the UNT in August
failed to score the maximum score (1,132 people). Thus, according to the results of additional testing, 4,202
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school leavers got a second chance to enter the university. Entry to the university is possible only on a paid
basis after passing the test, state grants are allocated after passing the main UNT.

POWER MANAGEMENT SOFTWARE ‘

CHANGE OF TRAJECTORIES ‘
SPECIFICATIONS ‘

BRANCH / DISTANCE DIST
THE UNDERTAKING

SUBTLE SOFTWARE

0 5 10 15 20 25 30 35 40

Figure 1. Spread of non-financial support measures in higher education, 2018, Unit
Note: Salmi J. (2018), All around the world — Higher education equity policies across the globe

In 2018, the UNT indicators remained the same. 102 447 graduates applied for participation in the UNT.
This is 71.6 % of the total number of school graduates. 98 698 or 96,3 % of applicants for UNT participated
in testing. The highest proportion of UNT participants from the total number of graduates who applied for the
test: Zhambyl region — 99.4 %, Almaty region — 99.3 % and SKO — 98.9 %. The lowest proportion of UNT
participants was observed in Kostanai region — 87.6 %, NKR — 88.3 % and Almaty — 87.5 %. In 2018, the
number of graduates who passed the threshold score, as well as their average score increased. The average
score across Kazakhstan was 83.1 (+2.6) out of 140 possible points. In creative specialties, on the contrary,
the average score dropped from 0.79 points to 40.3 points out of 40 possible. 84 065 people passed the
threshold, or 85.2 % of the total number of participants (2017 — 81 %).

In 2018, the graduates were given the opportunity to take the test in English for the first time. 28 graduates
from 7 cities of the country took advantage of it (1 — Pavlodar, Ust-Kamenogorsk, 3 — Kostanay, 5 —
Almaty, Nur — Sultan, 6 — Shymkent, 7 — Atyrau). The average score was extremely high and reached
84.89 points. These graduates were allowed to use test tasks in the Kazakh and Russian languages in order to
save the contents of the question and compare it with the original language.

In 2018, the differences between urban and rural school graduates reached the lowest. The average score
of city school leavers made up 86.04 points, and rural — 79.75 points. The gap between city and rural
schoolchildren reduced to 6.29 points (Figure 2).

10

2013 2014 2015 2016 2017 2018

Figure 2. 2013-2018 UNT results in city-village division, points
Note: authored by NCT
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Basic courses or basic programs are designed to prepare the candidate for admission to the university.
Today, the quality of graduate education varies from school to school. The core programs are designed to
bridge the gap in pre-university education and ensure equal access to university. In the world there is a sharp
increase in demand for training programs. Thus, in 2015 alone the stock market's software market volume
reached $825 million and, according to experts, it will continue to grow (Aljamova, 2017).

Experience of preparatory courses in Kazakhstan is at the stage of formation. In accordance with the
Rules for Organizing the Activities of the Preparatory Units of Higher Education Institutions of the Republic
of Kazakhstan, the courses offered at the HEIs are organized to increase the level of general education and
language training for entering citizens of the Republic of Kazakhstan, foreigners, oralmans and stateless
persons residing in Kazakhstan (Order MON RK 554, 2011). In 2018, the state educational grant for training
students of the preparatory departments of universities was 2 650 places, for students of Nazarbayev
University — 700 seats, for oralmans — 1,200 places, for improving the level of language training — 450
places, for foreign citizens — 100 places.

Another non-financial measure to support domestic higher education is the co-operation of universities
with schools and colleges. However, this is traditionally done as part of career guidance work during the
recruitment period before the start of the school year. Today, vocational guidance activities include: Job Fair,
Open Day, preparatory courses at higher education institutions, field lectures with representatives of higher
education institutions with school and college graduates and their parents, presentations and work on future
majors in the form of an interview with suppliers. Finding out the effectiveness of higher education institutions
and colleges in collaboration requires further research.

There will be part-time and distance learning systems equivalent to part-time education. 2018 year was
the last year of traditional part-time education. From January 1, 2019, the ban on extramural education came
into force. Within the framework of expansion of academic autonomy of higher education institutions the
flexible and low focus on terms of studying of educational programs is formed. Further education is focused
on the subjects and their credit volume. Due to this, the need for part-time education is gone. After giving up
part-time education, higher education institutions will switch to full-time distance learning technologies and
use the part-time system, with part of the courses being held in the evenings and weekends. In addition, part-
time students can earn up to a degree. In 2018, part-time enrollment was 39,017, or 24 % of the applicants. In
general, 19 % of the total contingent of higher education institutions is part-time education.
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Figure 3. The number of students in the Republic of Kazakhstan
in the form of education for the 2014-2018 academic year, people

Note: Created by the author according to Statistics Committee of the Ministry of National Economy

In the 2018-2019 academic year, 53 594 educational grants were allocated for the preparation of
bachelors (Table 2). The largest number is provided for the group of specialties of “technical sciences and
technologies” — 19 111 (excluding quotas).
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Table 2. Higher and postgraduate education state order for preparation

Year of study 2018-2019

Level of t0 %

education 2014-2015 20152016 20162017 2017-2018 2018-2019 2014-2015
Total 41 508 39435 39 728 49 221 68 338 164,6
Bachelor 34115 32 168 31700 37932 53594 157
Master 6 737 6 682 7 400 10 004 12 504 185,6
Doctoral 656 585 628 1285 2240 341,4
studies
Note: Created by the author according to Statistics Committee of the Ministry of National Economy

The comparative indicators of the contingent of higher and postgraduate education show that in the 2018—
2019 academic year the number of students on a paid basis prevails. At the same time, the number of students
on a paid basis decreased compared to the previous academic year by 17 113 people (Table 3).

Table 3. The ratio of contingent of higher educational institutions on the form of payment for the 2014-2018 academic
year, people

Year of study 2018-2019
0,
The form ofstudy | 5514 2015 | 2015-2016 | 20162017 | 2017-2018 | 20182019 20;2_?015
Government order 157 301 154 447 156 863 163 159 179 645 114,2
Paid 354 676 337092 355814 371 262 354 149 99,8
Note: Created by the author according to Statistics Committee of the Ministry of National Economy

Opening of the University's branches will help to increase their prestige abroad. Promotion of
Kazakhstani universities, including the opening of student admission committees, is one of the strategic
directions in the development of education and science in the Republic of Kazakhstan for 2016-2019. Higher
education institutions of Kazakhstan work on opening representative offices on the basis of higher educational
institutions of the CIS. For example, in accordance with the Agreement, an office of EKSTU was opened in
the Republic of Mongolia. S. Amanzholov. In Uzbekistan M. Auezov SKSU has opened educational and
consulting center. This was one of the reasons for the increase in the number of applicants from Uzbekistan to
60.6 % of the total enrollment in Kazakhstani universities.

The level of education of the population of Kazakhstan is relatively high and approaches the middle level
of the OECD member states. About 40 % of the adult population aged 25 and over have secondary education,
30 % graduate college and 25 % higher education (ND IAC, 2017).

According to the Ministry of National Economy, in the 2018-2019 academic year the number of
universities in Kazakhstan was 521,571 students, including undergraduate programs — 479,914, graduate
programs — 36,720 (scientific and pedagogical direction — 19,431 people, profile direction — 15,178
people), PhD — 4937 people (Table 4.).

Table 4. Contingent of universities of the Republic of Kazakhstan 2014-2018, people

Year of study
Level of 2017-2018* In 122 2018-2019* The number
education 2014-2015 | 2015-2016 | 20162017 higher education of ESUV in 115
institutions grammatical schools

Bachelor 477 387 459 369 477 074 496 207 479 914
Master 32527 29 882 32 839 34 609 36 720
Doctoral studies 2 063 2 288 2710 3603 4937
Total 511977 491 539 512 677 534 421 521 571
Note: Created by the author according to Statistics Committee of the Ministry of National Economy

As a result of regional comparisons of the contingent of higher education institutions of the Republic of
Kazakhstan for the 2014-2018 academic year, it was found that the largest number of students is concentrated
in Almaty, Shymkent and Astana region, Mangistau and North Kazakhstan oblasts (Table 5). This is due to
the large number of students and the large number of universities in these regions. Against this background,
since 2014, Kazakhstan has been implementing the State Program “Serpin—2050” “Mangilik El zhastary —
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Industry”. The purpose of the program is to train and employ young people in the southern regions of the
country with a high staff deficit in the northern, western and eastern regions of Kazakhstan. The program was
implemented in the first year in the field of pedagogical specialties, which subsequently expanded to include
technical and agricultural specialties.

Table 5. Dynamics of the number of students by region in 2014—2018 academic year, people

The number of Year of study
Region u.nivlersities at the
beginning of the 2018— |2014-2015|2015-2016 | 20162017 | 2017-2018 | 2018-2019
2019 academic year *

Republic of Kazakhstan 124 477 387 459 369 477 074 496 209 542 458
Akmola region 4 10 289 9267 8455 9441 10 166
Aktobe region 6 20 825 20336 21 004 21829 24 459
Almaty region 3 9724 9051 9422 9342 10410
Atyrau region 3 10 552 10014 11012 12 046 13 186
West Kazakhstan region 4 28 369 26 856 29919 31392 30 663
Zhambyl region 3 19 580 18 950 19 662 20 874 22 665
Karaganda region 9 41123 36 976 41 738 42 629 44 549
Kostanay region 7 19 840 19014 20 057 20 534 21169
Kyzylorda region 3 11308 10 055 10 070 9973 10 660
Mangistau region 2 3815 3976 5 081 5167 6215
Pavlodar region 4 13750 12 703 13 566 14 537 15892
North-Kazakhstan region 2 4851 4560 5265 6 027 7530
Turkestan region 2 9 089 8263 8192 8603 9673
East Kazakhstan region 7 26 559 26 842 27 969 29334 32129
Astana city 14 52 945 51235 51 800 52 369 54419
Almaty city 41 133 736 128 707 130 761 131 292 143 860
Shymkent 10 61032 62 564 63 131 70 820 84 813
Note: Created by the author according to Statistics Committee of the Ministry of National Economy

The dynamics of five years has seen an increase in the teaching staff of the university. In the 2018-2019
academic year, 50,735 people will be teaching in the system of higher education, including 40,594 staff. In
structure of quality the number of candidates of science prevails, that makes 31 % from total number of staff
of 115 civilian universities. Teaching activity is carried out by 27 % of masters. The academic performance
rate of the university teaching staff in 2018-2019 academic year was 47.6 %. Table 6 shows the relative
proportion of faculty members over the last 5 years.

Table 6. Rankings of teaching staff of higher educational institutions 2014-2018, person /%

2014-2015 2015-2016 20162017 2017-2018 2018-2019
people | share, % | people | share, % | people | share, % | people | share, % | people | share,%
All teaching staff | 38658 100 38 087 100 38 21 100 | 38212 100 | 38768 100
Including:
Doctors of 3863 | 99 | 3568 | 94 |3499| 92 [3251| 85 |3197| 83
sciences
Candidate 14 49 38,7 14 239 374 114023 | 36,7 |[13276| 34,7 [12896| 333
Doctor of
Philosophy (PhD) 888 2,3 1133 3 1562 4 1 854 5 2175 5,6
Doctors by profile | 102 0,4 139 0.4 175 0,5 208 0,5 222 0,5
Masters 93592 24,8 10 082 26,5 |11135] 29,1 [12098| 31,7 [12337] 31,8
Overall rating 19802| 51,2 | 19079 | 50,1 [19259| 504 | 18589 | 48,7 |18490| 476
(1-4 points)
Other 9264 23,9 8926 23,4 7 847 20,5 7 847 19,6 7941 20,5
Note: Created by the author according to Statistics Committee of the Ministry of National Economy

According to the MNE SC, dynamics of four years shows decrease in the indicators of university
professors (-201 people) and associate professors (—731 people) (Fig. 4).
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m Professor m Associate Professor

Figure 4. University teaching staff, academic titles, person
Note: Created by the author according to Statistics Committee of the Ministry of National Economy

Discussion

As a result of the study, the author identified opportunities and threats to the higher education system in
the Republic of Kazakhstan (Table 7). Based on the analysis of the development trend of the higher education
system in the Republic of Kazakhstan, the following conclusions can be drawn:

1. Over the years of independence, Kazakhstan has carried out a reform of the higher education system,
bringing it in line with the principles of a market economy. The public administration of the higher education
system, based on international experience, is aimed at meeting the needs of the economy and social sphere in
qualified specialists, developing human capital, expanding the access of citizens to higher education based on
personal merit.

Table 7. Opportunities and threats of the public administration system of higher education in the Republic of Kazakhstan

Opportunities Threats
Public awareness of the importance of investing | Inertia of the university management system, imperfection of the
in higher education strategic planning system, lack of an adequate system of measuring

the results of higher education institutions

International organizations support the process|Lack of an effective planning system for training personnel with
of reforming the higher education system higher education in accordance with the needs of the national
economy

Interaction of domestic higher education|A decrease in the general living standard of the population increases
organizations with educational institutions of|the social vulnerability of students from low-income families, as a
developed countries result of which there is a decrease in the number of applicants and
university students

Exchange of students in the framework of the | Lack of business interest in higher education

state policy of cooperation with leading
universities of foreign countries

The development of digitalization of public|The curricula of the retraining and advanced training system for
administration in higher education. employees in higher education do not meet temporary requirements,
and also do not take into account the needs of society

Note — compiled by the author on the basis of the study

2. The republic is carrying out a targeted process of integrating the education system into the world
educational space, implementing the principles of the Bologna Declaration in order to obtain students modern
knowledge, mastery of foreign languages. The activity of the Ministry of Education and Science of the
Republic of Kazakhstan is aimed at promoting advanced international experience in the field of managing the
process of providing and providing high quality educational services.

3. At present, the republic’s higher education system is diversified, higher education institutions offer
various formats of education. The legislative framework of the higher education system is focused on
promoting the introduction of a three-cycle structure, which contributes to the expansion of academic mobility
and the international recognition of Kazakhstani educational documents.
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4. Higher education institutions have a degree of autonomy in operational management and financial
matters. There is a tendency to reduce the scope of state standards, to expand the variable component. A
university management system based on the principles of autonomy, strategic planning and quality
management is being introduced.

Among the problems facing the domestic higher education system are the following:

— centralized control over the content of education (courses and curricula) and the process of its
organization (organization of training and standards of degrees) limit the freedom of higher education
institutions and their ability to respond to the needs of the economy and social sphere, students and employers;

— The system for assessing the quality of higher education is quite complicated: a large number of checks
are carried out and too little attention is paid to self-assessment and improvement of universities.

6. To solve these problems it is necessary:

— make the transition from existing quality management mechanisms to a culture of quality assurance
based on the interests of stakeholders;

— improve relations between higher education institutions and employers, in particular, by strengthening
social partnership as mechanisms:

a) encouraging employers to participate more actively in organizing field trips and employing graduates;

b) the organization of sponsorship in the process of training specialists on the basis of tripartite
agreements between universities, enterprises and students;

¢) the involvement of employers in the processes of evaluating and ensuring the quality of educational
services.

Conclusions

Public administration of the education sector in Kazakhstan is a complex and multifaceted process that is
currently experiencing the challenges of the need to reform the system. On the one hand, the education sector
has always been under strict state control, being a national priority and an important factor in the country's
economic development and its competitiveness. The state regulates the education system through legislative,
fiscal, administrative and other mechanisms. On the other hand, the direction of the transition to a market-
oriented economy, the creation of a market for educational services, and the development of market-based
mechanisms for managing education, led to changes in public administration in this area and a tendency to
reduce public intervention (Sidorova, 2012).

The processes of globalization and technological modernization contribute to the emergence of new areas
of education and the obsolescence or depletion of existing knowledge. This could result in the loss of a part of
the business in the next decade. In this context, universities need to offer new formats of education that are
focused on a qualitatively new level of training of Kazakhstani specialists, which is globally competitive in
the field of education.

The mission and functions of higher education institutions are changing as important subjects of
socioeconomic development. They will be the driving force behind the development of not only the education
system, but also society as a whole.

Modernization of the modern Kazakhstan education system began with the accession of the country to
the Bologna process, which emphasized the establishment of a European Higher Education Area as a key stage
in developing the mobility of citizens, their need and the global development of the continent.

Today, the competition between universities has shifted both domestically and between states, filled with
new content. Academic globalization encourages universities to become more entrepreneurial and to take an
active part in the struggle for more successful students, faculty, and competition for research grants, for which
they must have administrative and academic autonomy in their activities.

Kazakhstan's development as an educational hub in Central Asia encourages foreigners to access higher
education. Kazakhstan's access to higher education abroad is a task of the Strategic Development Plan of the
Republic of Kazakhstan until 2025 and will enhance the competitiveness and need of the national system of
higher education.
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I'.C. TanenoBa, P.O. Byry6aesa, I'. KynajioBa

Ka3akcTan Pecny0ukachIHIAFbI ;KOFAPBI 0i1iMai MeMulekeTTiK 6acKapy:
Maceseliepi MeH Kejemeri

Anoamna

Maxcamul: TypaKThl SJKOHOMHKAJIBIK 6CY YIIIH caraibl OiTiMHIH KOJI )KeTIMITIriH KAMTaMachl3 €Ty apKbUIBI alaMi
KaluTaJAbl TaMBITY, OiTIMHIH Oocekere KaOUTeTTUTIriH apTThIpyFra OarsiTTanFaH Kazakcran PecryOnmkachiHOAFEl KO-
Fapbl OUTIMHIH ©3€KTi MacesenepiH aHpIKTay. Makanana Kasakcran PecryOnmkachiHaaFs! )KOFaphI 0i1iM Oepy KyHeciHiH
Ka3ipri karaaiiel MeH 1aMy TeHAeHIusuapsl, KazakcTan PecryOIMKkachIHBIH JKOFaphI )KOHE )KOFAPBI OKY OpHBIHAH KCHiHT1
OimimM GepyZiH KYpBUIBIMBI KapacThIpbliFad. Kasipri keseHaeri xorapsl Ou1iM Oepy xKylieciH TaMbITyIbIH OachkiM OarbIT-
Tapbl TypaJibl MOIIMETTEp, COHIal-aK XaJbIKapaJblK JKOHE YITTHIK CTPATErHsIIBIK JKoHE OarmapiaMaiblK KyKaTtrapia
AHBIKTAJIFAH OaFIapiiaMalibiK MaKCaTTap MEH MIHJIETTEP IiH OPBIHAATYHI TAIaHFaH.

O0ici: MaKanaja 3epTTEY/IiH TCOPHUSIIBIK JKOHE IMITUPHUKAIIBIK 9JIICTePi KOJIAHBUIFAH: IIETEIIK XKOHE Ka3aKCTaH-
JIBIK aBTOPJIAP/IbIH OChI TAKBIPBIIITAFBI JKYMBICTAPbI, 3aHHAMAIIBIK KOHE OarqapiaMalbiK KyKarTap 3epTrrenreH. Macene-
JIep/ii aHBIKTAY YIIIIH PECMHU CTATUCTHUKAFa TAJJay yKacaJFaH.

Kopvimsinovi: sxxorapel 6iiM Oepy KyHeciHiH pogeccCopIBIK-OKBITYIIBUIAp KypaMblHa Tajiay jkoHe Ooikay ka-
canrral. Kazakcran PeciryOnukachIHBIH jKOFaphl 011iM Oepy JKyieciHAeri CTYICHTTep CAHBIHBIH 63Tepy AMHAMHIKACHI TaJl-
nmarrad. JKOO-HBIH MeHITIK (popMackHAAFB! OLTIM aTyIIBUTapIBIH apaKaThIHACKHL, aKBUIBI TYPETi OLTiM amyIIbuIapIsIH
apaKaThIHACHI, COHNIAl-aK, op aiiMaKTarbl OLTIM aTymbUIap KOHTHHTEHTIHIH JMHAMUKACHIHA Talay jKacasFaH.

Tyorcoippimoama: 3epTTey HOTHXKECI OOWBIHIIA KOPBITHIH/ABI Jkacaibi, Kazakctan PeciyOnuKkachiHIAFbI KOFaphI
011iM MOHUTOPHHTIH JKETUIIPY/AiH KeJleleri MeH o/1icTepl aHbIKTaJFaH.

Kinm ce30ep: memiekeTTik Oackapy, Korapsl OiiM Oepy XKyleci, OarqapiaManapabl )Ky3ere acklpy, CTATUCTHKA-
JIBIK TaJIIay, MEMJICKETTIK casicar.

I'.C. Tanenoga, P.O. Byry6aesa, I'. Kynanosa

TocynapcTBenHoe ynpasiienune Bbiciiero oopasoanns B Pecnyouke Kazaxcran:
NMpo0JIeMbI U MEPCIEKTHBDI

Annomauusn

L]ens: BBIIBUTH aKTyalbHBIC IPOOJIEMBI BeICIIero oOpasoBanus B PecriyOnuke Kasaxcran, HampaBlieHHBIC Ha TO-
BBIIIICHHE KOHKYPEHTOCIOCOOHOCTH 00pa30BaHus, Pa3BUTHE YCIIOBEUSCKOTO KAIKUTANIA MyTeM 00CCIICYCHUS JOCTYITHO-
CTH Ka4eCTBEHHOTO 00pa30BaHUS JIJIsl YCTOMYMBOTO POCTa IKOHOMHKH. TakKe B CTaThe paCCMATPHUBAIOTCS COBPEMEHHOE
COCTOSIHUE W TCHJICHIIMU Pa3BUTHs CUCTEMBI BhICIIET0 0Opa3oBaHus B PecryOimke KazaxcraH, CTpyKTypa BBICIIETO U
MOCJIEBY30BCKOr0 0Opa3oBanus Pecyomuku Kazaxcran. [IpoaHann3upoBaHbl JaHHBIC O TPUOPUTECTHBIX HATIPABICHHUIX
Pa3BUTHS CUCTEMBI BBICIIETO 00pa30BaHMS HA COBPEMEHHOM ATalle, a TAaKXKe pearu3alis MIporpaMMHBIX Hesiel i 3a1ad,
OTIpEe/IeICHHBIX B MEXXTyHAPOAHBIX M HAITHOHAIBHBIX CTPATETHIECKUX W IPOTPAMMHBIX TOKYMEHTaX.

Memoobi: B cTaThe NCTOIB30BaHBI TEOPETHKO-IMIIMPUIECKIE METOABI NCCIICAOBaHMA: U3yUeHBI TPYIBI 3apyOesk-
HBIX U Ka3aXCTaHCKHX aBTOPOB IO JaHHOHW TeMe, 3aKOHOJATEeNbHBIE U MPOrPaMMHEIC JOKYMEHTHI. B IeJsaX BBIIBICHUSA
poOJieM OB POBEICH aHAIHN3 TAHHBIX OPHUIINATEHOW CTATUCTHKH.

Pesynomamer: IpoBenEH aHATU3 U TPOTHO3 MPOPECCOPCKO-TIPEOIABATEIBCKOI0 COCTaBa CHCTEMBI BBICIIETO 00-
pa30BaHuUs, aHATIHM3 AUHAMHUKHI H3MECHEHUs YUCIICHHOCTH CTYJICHTOB B CUCTEME BhICIIEro oOpa3oBanus PecryOnuku Ka-
3aXCTaH, aHaJIM3 COOTHOLICHHS 00y4Jaronuxcs mo opMe COOCTBEHHOCTH BY30B, IO (JOpMe OIIaThl OOYUCHUS, a TAKIKE
JMUHAMUKHA KOHTUHTEHTA 00yJYaIONIMXCsl B PETHOHAILHOM pa3pese.

Bui6oowi: B pe3ynbTaTe UCCICI0BAHUS CACTaHBI BBIBOJBI M OTPE/ICICHBI IEPCIICKTUBBI PA3BUTHS U METOJIbBI COBEP-
IICHCTBOBAHUSI MOHUTOPUHTA BBICIIEr0 00pa3oBaHus B PecyOnuke Kasaxcras.

Knrwueswvie cnoea: rocyJapCTBEHHOC YIPABJICHUC, CUCTEMA BLICIIETO O6paSOBaHI/I$I, peajun3anud nporpamm, cra-
TUCTHYCCKUH aHaJinu3, rocy1apCTBCHHAA MOJIUTHUKA.
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Improving the scientific support for strategic planning
in the Republic of Kazakhstan

Abstract

Object: The article discusses the features of scientific support for strategic planning in the Republic of Kazakhstan,
which are necessary conditions for solving problems in the field of building the digital economy of Kazakhstan. Strategic
planning in all hierarchical structures of government, both at the national and territorial, sectoral levels, in the activities
of absolute common companies and business organizations. In accordance with strategic planning, all the coordinates of
the entire state planning system.

Methods: Authors and analytical materials based on educational, scientific, technical and innovative processes that
lead to Kazakhstan. Based on the construction of regression models, it was found that the number of organizations en-
gaged in research and development, and the volume of government spending on higher and postgraduate education affect
the volume of internal research and development costs.

Findings: It is recommended to improve scientific support for the realization of educational government program.

Conclusions: In the process of the study, conclusions were drawn and recommendations were given, a way to pro-
vide assistance in providing a more advanced system of scientific support for strategic planning, necessary for solving
urgent economic and social problems of the Republic of Kazakhstan.

Keywords: science, scientific support, education, strategic planning, management, globalization, scientific and tech-
nical process, R&D — research and development organizations.

Introduction

Over the past decade, significant changes have taken place in the post-Soviet space in the organization of
management and planning of scientific support: a legal framework has been formed, a departmental approach
to managing educational institutions is being overcome, the interaction of state and public forms of education
management is emerging, and the role of associations of educational institutions is growing. A new approach
to understanding modern education has been formed in society, based on its quality and the introduction of the
latest innovative pedagogical technologies. Education has become one of the main state priorities of many
countries that are striving to create a flexible mobile higher education system that meets new requirements in
the face of global competition.

In accordance with the Message of the President of Kazakhstan N.A. Nazarbayev to the people of Ka-
zakhstan “Strategy 20507, technological discoveries are fundamentally changing the structure and needs of
world markets. Digital and nanotechnology in various industries and fields of activity, robotics, regenerative
medicine and many other achievements of science will become commonplace, transforming not only the en-
vironment, but also the person himself (Strategy 2050, 2012). For Kazakhstan, this becomes especially relevant
when the influence of integration processes and involvement in the global economic system are strengthened.
Public administration in the field of scientific support is faced with certain difficulties and changes caused by
the processes of digitalization and globalization of educational services. The current stage of development of
scientific support is characterized by a particular intensity of transformations, equally affecting the organiza-
tional and managerial structures of education, its purpose and content, teaching methods and technologies,
funding sources and mechanisms, as well as the conditions and forms of educational, scientific and industrial
cooperation. This indicates that the development of human capital is a decisive factor in the implementation
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of tasks on the path to building a digital economy. Despite the significant achievements that the Republic of
Kazakhstan has been able to achieve in the field of science in recent years, global competition poses for the
state in the field of education absolutely specific, and often new tasks, which must be solved so that Kazakhstan
remains a full-fledged, independent and respected member of the world community.

The strategic interests of Kazakhstan require increasing the competitiveness of the domestic economy
and comprehending the fact that at the present stage, the quality of the country's human resources is, along
with innovation and investment activities, the key factors in transforming the domestic economy into the post-
industrial stage (Pupysheva, 2014).

The author of this article has identified a hypothesis about the influence of the volume of internal R&D
expenditures on the number of organizations carrying out R&D and the amount of government spending on
higher and postgraduate education. In this regard, the development of the intellectual potential of youth through
improving the quality of education is one of the main priorities of the state policy of the Republic of Kazakh-
stan, since globalization, radical changes taking place in the world have a great impact not only on the devel-
opment of material, technical and scientific-theoretical foundations of social progress, but also on the socio-
political and ideological processes, the formation of a progressive and free social consciousness.

The need to assess the effectiveness of the implementation of strategic and program documents is asso-
ciated not only with control, but also helps to focus the attention of performers on achieving specific results,
analyze existing trends, ensure timely adjustment, and gain public confidence by publishing the results of
activities (State program, 2016).

Literature Review

The system of state strategic planning and forecasting is a tool for forming long-term priorities of the
state’s activity, implementing global and large-scale tasks, ensuring the coherence of the plans of the central
and regional authorities, local authorities, linking decisions made in the process of state strategic management
with budgetary restrictions for the medium and long term. In the short time after independence, Kazakhstan
achieved effective results in its economic and social development, thanks to the use of strategic planning in
the public administration system (Yuvitsa, 2015, 247).

In the article of Mironov A.V. “Education as a sphere of public policy”, it was noted that state educational
policy is the directing and regulating activity of the state in the field of education, carried out by it to achieve
the corresponding strategic goals and objectives of national and global importance (Mironov, 2012, 29).

The field of science is an essential part of the national heritage, a fundamental resource for the country's
economic and social transformations. The scientific potential largely determines the country's place in the
world community, the prospects for competition in the foreign market, and the possibilities in solving its in-
ternal problems (National Science Report, 2018, 3).

In his publications, Petrenko E.S., Koroleva A.A. give an assessment of education as a factor in the de-
velopment of a creative economy from the point of view of a marketing approach, where the education sector
should be more focused on creating a creative class that can make money on new ideas. The lack of a creative
class is the main cause of the economic crisis (Petrenko et al., 2019, 325).

In the scientific publications of such researchers as Borbasova Z.N., Sedlarsky T., Bezler O.D. an analysis
of the modern interaction of the labor market and vocational education in Kazakhstan is presented, where it is
noted that in providing the country's economy with a key resource, highly qualified personnel, a large role is
given to the effective interaction of the labor market and higher education institutions, the integration of their
main goals and objectives. Errors in the market coordination of these most important subsystems of the market
lead to irreversible economic losses and negative social consequences, since under the market conditions the
development of the economy and the country's competitiveness is largely determined by high-quality human
capital (Borbasova et al., 2019, 105).

Analyzing the general trends in the financing of research and development in foreign countries, we note
that due to the increase in their importance in the socio-economic development of countries, the total aggregate
expenditures on research and development also tend to increase. At the same time, an increase in total spending
on science was observed in some countries even during the crisis period (Maass, 2013).

A distinctive feature of financing research and development in leading foreign countries is that it is im-
plemented to a large extent at the expense of the private sector. In terms of the share of private spending on
research and development, the undisputed leaders are Japan (76.5 %), South Korea (74 %), and China (74 %).
The top ten also includes Taiwan (72.5 %), Switzerland (68 %), Finland (67 %), Germany (66 %), Australia
(62 %), Belgium and Denmark (60 % each), USA (58 %) (Gulbrandsen et al., 2015, 343).
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One of the highest and at the same time steadily growing from year to year are total spending on science
in Switzerland (despite the relatively low level of government spending on research and development) (Locke
et al., 2012, 705).

Scientific and technical policy, being the most important part of state economic policy, is independent
and represents a dynamic tool of state management and entreprencurship (Belyakov et al., 2019, 657).

You can consider the various strategic planning tools necessary for scientific support. If we consider this
from the point of view of providing quality higher education, we can consider the process of implementing an
interactive tool for compiling a digital curriculum, which was developed at the University of Utrecht. The tool
was designed to assist academic developers and supervisors in practical discussions of the aforementioned
issues and to facilitate the processes of improving the coordination of curricula and the visibility of learning
paths for teachers and students. An online mapping tool offers a smart but comprehensive overview of the
learning path in the curriculum (Wijngaards-de Meij et al., 2018, 219-231).

The lack of empirical research in the field of scientific support, as well as the theoretical contribution that
helps us better understand the role and importance of this study by conducting research and sharing not only
success stories, but also failure reports (Bolander et al., 2020, 1-4).

Thus, it can be concluded that the role of higher education and its “contribution” to the country's economy
is the primary lever of economic growth. This is confirmed by the studies of many both domestic and foreign
researchers, as well as programs and development strategies at the legislative level. So, for example, A.A. Bu-
lasheva, T.A. Kusainova, assess the impact of investment in education on the development of human capital
and its impact on economic growth (Bulasheva et al., 2019, 41-48).

The implementation of the “Kazakhstan-2050 Strategy” and the task of joining the “thirty” of the ad-
vanced countries of the world require the mobilization of the scientific and research potential of the country,
the implementation of international research and their wide practical implementation (Strategy, 2012).

In recent years, Kazakhstan has been taking active steps at the state level to solve the tasks to create a
knowledge-based economy of the country. Further implementation of the Law “On Science” is carried out,
which defines a new model of science management, which is maximally adapted to international best practice
(Borbasova et al., 2019).

The Law “On Commercialization of the Results of Scientific and (or) Scientific and Technical Activities”
(October 31, 2015 No. 381V) and the State Program for the Development of Education and Science for 2016—
2019 (March 1, 2016 No. 205), adopted in 2015-2016 They are aimed at developing new mechanisms for the
interaction of science and business, increasing the effectiveness of scientific research, their focus on practical
implementation, ensuring the introduction of high-tech technologies in production and stimulating the entre-
preneurial sector to participate in scientific projects (Maass, 2013; Gulbrandsen et al., 2015).

In the world community, the role and importance of education in recent times are considered as the main
factor in socio-economic progress. As noted by specialists from the Organization for Economic Co-operation
and Development (OECD), “the rate of basic long-term economic growth in OECD countries depends on
maintaining and expanding the knowledge base. The comparative advantages of countries are less and less
determined by the wealth of natural resources or cheap labor and more and more by technical innovations and
the competitive application of knowledge. Economic growth today is as much a process of accumulating
knowledge as a process of accumulating capital” (Locke et al., 2012).

In the Republic of Kazakhstan, 386 organizations were engaged in research and development in 2017 (in
2016 — 383 organizations) (Figure 1) (Belyakov et al., 2019).

e T 386 "384"'}',';'3'5'2)'"3'760_01su
R*=0,2915

2013 2014 2015 2016 2017 2018

Figure 1. The number of organizations p erforming research and development
in the Republic of Kazakhstan for the period from 2013-2018, units

Note — Compiled on the basis of the source: Electronic resource: Data of the Committee on Statistics of the Republic of Kazakhstan
for 2013-2018. //www.stat.gov.kz
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If we consider the number of organizations performing research and development in a regional aspect,
then the situation is as follows (Table 1) (Belyakov et al., 2019).

Table 1. The number of organizations performing research and development in the regional aspect for the period from

2013-2018, units

Region 2013 2014 2015 2016 2017 2018
Akmola 12 11 11 9 11 11
Aktobe 13 1 14 14 16 16
Almaty 10 13 11 10 11 9
Atyrau 8 9 10 11 10 10
East Kazakhstan 29 30 30 35 34 35
Zhambyl 9 11 11 11 11 9
West Kazakhstan 9 9 7 8 8 10
Karaganda 23 31 32 33 29 28
Kostanay 13 13 14 13 14 12
Kyzylorda 6 6 8 10 8 7
Mangistau 7 7 5 7 6 6
Pavlodar 10 11 9 10 11 14
North Kazakhstan 3 3 4 5 5 5
Turkestan 3 5 4 5 6 6
Astana city 52 59 53 55 62 60
Almaty city 122 148 152 133 131 135
Shymkent city 12 12 15 14 13 11
Note — Compiled on the basis of the source: Electronic resource: Data of the Committee on Statistics of the Republic of Kazakhstan
for 2013-2018. //www.stat.gov.kz stat.gov.kz

According to table 1, an increase in organizations occurred in the East Kazakhstan, West Kazakhstan and
Pavlodar regions and the city of Almaty. A decrease in the number of scientific organizations occurred in seven
regions of the country, such as Almaty, Zhambyl, Karaganda, Kostanai, Kyzylorda and the cities of Nur-Sultan
and Shymkent (National Science Report, 2018, 6).

Almaty continues to be the main scientific center of the Republic of Kazakhstan. In 2018, 135 organiza-
tions, or about a third of all scientific organizations in the country, were engaged in scientific research and
development in Almaty.

The public sector, including institutions funded by the state budget, was represented by 103 organizations
in 2018. Over the past four years, this sector has been constantly growing.

The number of organizations in the business sector, including organizations whose main activity is related
to the production of products or services for sale, increased by 3 units compared to 2017, but remained un-
changed compared to 2016 (Table 2) (Belyakov et al., 2019).

Table 2. The number of organizations performing research and development by sector of activity for the period from
2013-2018, units

Region 2013 2014 2015 2016 2017 2018
In total, including: 341 392 390 383 386 384
— government sector 78 101 94 100 101 103
— sector of higher professional education 112 105 103 103 99 95
— business sector 110 149 154 149 146 149
— non-profitsector 41 37 39 31 40 37
Note — Compiled on the basis of the source: Electronic resource: Data of the Committee on Statistics of the Republic of Kazakhstan
for 2013-2018. //www.stat.gov.kz stat.gov.kz

The higher education sector (95 organizations) includes universities, institutes, academies and other in-
stitutions of post-secondary education, regardless of the source of their funding and legal status; research in-
stitutes, experimental laboratories and clinics, which are managed by higher education institutions. The small-
est number of organizations is represented in the non-profit sector of science, which includes legal entities
funded by private non-profit organizations — 37.
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Regarding the types of organizations, a generally stable nature of development can be noted. Only in
comparison with 2016, the number of universities decreased by 4 units, the number of research institutes also
tends to decrease (Figure 2) (Belyakov et al., 2019).

392 390 383 386 384
y=0,7143x2- 6,2857x + 398

245 237 230
225 197

&9 90 93 89 89

2014 2015 2016 2017 2018

mmmmm Universities mmmmm Research institutes
Total e Other organizations
[Monnunomuanshas (Total)

Figure 2. The number of organizations engaged in research and development by type
in the Republic of Kazakhstan for the period from 2013-2018, units

Note — Compiled on the basis of the source: Electronic resource: Data of the Committee on Statistics of the Republic of Kazakhstan
for 2013-2018. //www.stat.gov.kz

For 2017-2019, the decision of VNTK approved new priorities for the development of science in Ka-
zakhstan:

— Scientific foundations of “Mangilik el” (education of the XXI century, fundamental and applied re-
search in the field of humanities);

— Energy and engineering;

— Rational use of natural resources, including water resources, geology, processing, new materials and
technologies, safe products and structures;

— Information, telecommunication and space technologies, scientific research in the field of natural sci-
ences;

— Sustainable development of the agricultural sector and the safety of agricultural products;

— National Security and Defense;

— The science of life and health.

The main criteria for selecting priority areas:

— compliance with the priorities of the country's socio-economic development, the Strategic Plan for the
Development of the Republic of Kazakhstan until 2050, the State Program for Industrial and Innovative De-
velopment of the Republic of Kazakhstan for 2015-2019, the State Program for the Development of Education
and Science for 2016-2019;

— compliance with world trends in the development of science; — the availability of personnel and ma-
terial and technical potential;

— compliance with the interests of national security;

— the possibility of commercializing research results for subsequent use in innovative development.

In accordance with these new priorities, in 2018 a new competition of scientific projects for grant financ-
ing for 2018-2020 was held in the republic (Figure 3) (National Science Report, 2018, 27).

Two priorities dominate in the number of applications submitted for the contest of the Ministry of Edu-
cation and Science of the Republic of Kazakhstan: “Rational use of natural resources, including water re-
sources, geology, processing, new materials and technologies, safe products and designs” — 134 applications
(33 %) and “Scientific basis” Mangilik el” (education of the 21st century, fundamental and applied research
in the field of humanities) — 94 (23.2 %). The following are: “Life and health sciences” — 72 (17.7 %);
“Information, telecommunication and space technologies, scientific research in the field of natural sciences” —
55 (13.5 %); “Energy and engineering” — 38 (9.4 %); “National Security and Defense” (without secrecy
stamp) — 13 applications (3.2 %) (National Science Report, 2018, 27).
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Mangilik el 1299

Rational use of natural resources 1042

Science of life 5]t 569
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Information and 565

telecommunication technologies MSS 170

Energy and engineering; 322

= 34

National security s 111

Number of applications submitted ~ ®Number of approved applications

Figure 3. Distribution of grant funding applications for 2018-2020
in the context of priority areas for the development of science

Note — Compiled on the basis of the source: National report on science — Astana, Almaty, 2018. — 27 p.

According to operational data, in 2017, the share of domestic R&D expenditures in GDP amounted to
0.13 %, which is lower than in 2016 (0.14 %). The ratio of production of goods and production of services to
GDP in 2017 amounted to 36.0 % and 57.9 %, respectively (Wijngaards-de Meij et al., 2018, 53).

Thus, the goals of Kazakhstan regarding the education system are clearly reflected in a number of political
statements that link scientific support, that is, education, with the broader goal of becoming one of the leading
nations of the world. Three of these statements have a direct impact on the provision of quality higher education
by Kazakhstan:

— Strategy — 2050, which highlights the critical role of higher education in the process of preparing a
skilled workforce;

— The State Program for the Development of Education (GPRO) for 2011-2020 (2010) and the State
Program for the Development of Education and Science for 2016-2019. (2016) the Ministry of Education and
Science of the Republic of Kazakhstan, which emphasize (among many other statements) the need to prepare
students and undergraduates to meet the needs of industrial and innovative development, the importance of an
independent assessment of the qualifications of graduates and the importance of integration into the European
higher education space;

— Plan of the nation: 100 specific steps. The main points of this document are the creation of a group of
ten leading higher education institutions that will receive additional resources and autonomy with the aim of
possible transfer of their experience to other higher education institutions, the gradual elimination of central-
ized education management and the introduction of English as a widely used language of instruction.

The goals set out in these documents are ambitious, but often, in the first place, contribute to improving
quality. They include the desire to be included in the “top 30 countries” in the Global Competitiveness Index
(GIC) and the appearance of two of their higher education institutions in the top row of international university
rankings.

According to the UNESCO Institute for Statistics (UIS) database, over the years of independence of Ka-
zakhstan, a consistent development of the country's education system has been observed. Revenues from oil
and gas exports gave a powerful impetus to economic development and made it possible to invest in improving
the education system. But the issue of financing higher education remains critically important (Figure 4) (Bo-
lander et al., 2020).

In addition to state financing and own funds, scientific organizations use such sources as loans and loans
of banks, foreign investments, loans of non-banking legal entities (except for development institutions).

Today, in Kazakhstan, the share of expenditures on science is on average 0.2 % of the country's GDP,
while the UNESCO International Academic Committee recommends that the share of expenditures for devel-
oping countries be at least 1-1.5 % of GDP. For example, in Japan this figure is 3.3 % of national GDP, in the
USA — 2.8 %, in Germany — 2.5 %, in China — 1.4 %, in Russia — 1.3 %. In almost all regions of the
Republic of Kazakhstan, we can observe an increase in domestic R&D expenditures, with the exception of
Zhambyl, Kostanai, Kyzylorda, and Pavlodar regions (Table 3).
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Figure 4. Dynamics of indicators of public spending on education in the Republic of Kazakhstan, million tenge

Note — Compiled from the source: UNESCO Institute for Statistics (UIS) database data, http://data.uis.unesco.org2017

Table 3. Internal R&D expenditures by regions for the period from 2013-2018, units

Indicator 2013 2014 2015 2016 2017 2018
The Republic of Kazakhstan 61672.7 66 347.6 69 302.9 66 600.1 68 884.2 72 224.6
Akmola 742.5 826.7 1113.1 797.3 898.2 16943
Aktobe 559.2 7353 701.6 763.0 839.1 974.6
Almaty 1117.4 804.2 1 053.6 941.7 871.1 1121.1
Atyrau 1 880.0 1 885.7 2415.9 27533 3637.7 4494.5
East Kazakhstan 916.0 672.2 753.2 1789.2 298.5 878.2
Zhambyl 1077.0 13223 689.7 456.3 10243 731.6
West Kazakhstan 3407.7 4 048.9 3597.8 4279.1 3488.1 3508.3
Karaganda 445.3 574.0 599.2 562.1 1176.5 827.4
Kostanay 2133 266.0 235.6 613.6 506.3 301.9
Kyzylorda 50954 6 160.7 7 694.5 7 800.4 8 043.5 9 848.7
Mangistau 3353 3229 320.8 390.4 335.7 290.2
Pavlodar 209.6 236.3 2244 180.2 185.2 226.3
North Kazakhstan 2473 284.1 313.0 173.1 204.9 273.6
Turkestan 37733 3 040.6 3300.0 34754 5000.5 5319.1
Astana city 9741.2 10 187.7 13451.9 13 990.6 16 297.5 14 094.2
Almaty city 30991.0 34 030.3 31791.2 26 596.1 25357.8 26 586.5
Shymkent city 921.2 949.7 1047.4 1038.3 719.3 1 054.0
Note — Compiled on the basis of the source: Electronic resource: Data of the Committee on Statistics of the Republic of Kazakhstan
for 2013-2018. //www.stat.gov.kz stat.gov.kz

Of the total expenditures for scientific research in 2018, more than 47 % (34 billion tenge) falls on the
own funds of organizations, state funding makes up about 45 % of the total costs, of which 73 % is for basic
research. The share of investments from other sources, including foreign, exceeds 8 % (Table 4) (Belyakov et

al., 2019).
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Table 4. Sources of financing of internal costs for research and development for the period from 2013-2018

| 2013 | 2014 | 2015 | 2016 | 2017 | 2018
Domestic costs by main sources of financing, million tenge
The Republic of Kazakhstan 61672.7 | 66347.6 69302.9 66600.1 68884.2 72224.6
Total budget funds, million tenge 39273.3 | 43343.5 40719.1 35440.5 35979.9 32145.7
Own funds, million tenge 17836.2 | 19858.3 25356.6 26388.8 28187.6 34251.0

Other means of financing, million tenge | 4563.2 3145.8 3227.2 4770.8 4717.0 5827.9
The share of financing in total costs, %

The Republic of Kazakhstan 100 100 100 100 100 100
Total budget funds, million tenge 63.7 65.3 58.8 53.2 52.2 44.5
Own funds, million tenge 28.9 29.9 36.6 39.6 40.9 47.4
Other means of financing, million tenge 7.4 4.7 4.7 7.2 6.8 8.1

Note — Compiled on the basis of the source: Electronic resource: Data of the Committee on Statistics of the Republic of Kazakhstan
for 2013-2017. //'www.stat.gov.kz

According to data, in 2018, internal R&D expenses amounted to 72.2 billion tenge. At the same time, the
share of domestic R&D expenditures from GDP fell to 0.12 %, continuously decreasing over the past 5 years.
The current level of costs in this area is an order of magnitude lagging behind developed and even many
developing countries. At the same time, the number of organizations and enterprises engaged in R&D in 2018
decreased to 384 throughout the republic, while 10 years ago there were 438. Over the past five years, the
number of employees performing R&D has decreased by more than 3 thousand people, i.e. by 14 %.

Therefore, in the absence of adequate R&D funding and specialists in this field, one cannot expect the
construction of an innovative economy even with the creation of technology parks, incubators and other ex-
pensive infrastructure.

Among the sources of financing, there are almost no representatives of entrepreneurs representing the
real sector of the economy. At the same time, according to the OECD, at present, for European and American
companies, the share of this sector in total R&D expenditures of 60—65 % is optimal. The importance of the
source of funding was recognized by the Lisbon Strategy, whose goal was to make the EU “the most compet-
itive and dynamic knowledge-based economy”. One of the goals of the Lisbon agenda is to bring the share of
the private sector in total R&D expenditures to 2/3 of all funding. That is why the financing of research and
development in all developed countries today at 60—75 % is carried out precisely by the business sector. And,
as a result, the highest science-intensive GDP is also noted in these countries (National Science Report, 2018,
57).

Methods

Let us analyze the impact on the volume of internal expenditures on R&D of such factors as the number
of organizations engaged in R&D and the volume of government spending on higher and postgraduate educa-
tion.

We construct a regression model by adopting the following notation:

y — the volume of domestic R&D expenditures (million tenge);

x1 — thenumber of organizations engaged in research and development (units);

x> — the volume of government spending on higher and postgraduate education (million tenge).

To evaluate the parameters of the two-factor regression equation, we used the statistical data of these
indicators for the period from 2008 to 2017 (source: Committee on Statistics of the Ministry of National Econ-
omy of the Republic of Kazakhstan). As a result, the following multiple linear regression equation was ob-
tained:

¥ =139166.482 — 64.995x, + 0.299x,, R* = 0.789
(0.805) (-2.590) (4.025)

The multiple correlation coefficient is equal R = 0.889, which indicates a close relationship of the result-
ing trait with two factor traits at the same time. The coefficient of determination is equal R>=0.789, i.e. 78.9 %
of the variation of the dependent variable is explained by the regression obtained.

From the data of the regression analysis execution protocol, we have that the observed value of the Fisher
criterion is equal Fopservable= 13.155. The critical value of the Fisher criterion at the level of significance a = 0.05
and the number of degrees of freedom ki=m =2, ka=n—m — 1 =7 is equal Fersica (0.05; 2; 7) = 4.737. Since
Fobservable > Fleritical (13.155 > 4.737) then, the obtained regression equation is statistically significant and reliable.
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We will check the significance of individual parameters of the obtained regression equation using Stu-
dent's t-test. In the regression model, ¢-statistics for the corresponding coefficients are indicated in parentheses.
Comparing the absolute values of the observed values of #-statistics with a critical value Zitica = 2.365 (at the
significance level a = 0.05 and the number of degrees of freedom k =n —m — 1 =7), we can conclude that the
regression coefficients will be statistically significant, but the free term will not.

Results

The analysis of the obtained regression coefficients shows that:

— with an increase in the number of organizations carrying out R&D by 1 unit, the volume of internal
R&D expenses decreases by 64.995 million tenge;

— an increase in government spending on higher and postgraduate education by 1 million tenge, entails
an increase in domestic spending on R&D by 0.299 million tenge.

As S.V. Anoshin, currently such a task has become the modernization of the higher education system in
order to meet the requirements of the global trend of transition to a knowledge economy, where the conditions
for the necessary modernization are the creation of a real competitive environment in this sector of the national
economy (Bulasheva et al., 2019, 38).

The Government of Kazakhstan plays a very important role in the development of scientific support and
the country's education and training system:

— The executive branch in the person of the government determines the basic educational strategies and
develops key initiatives, such as the network of Nazarbayev Intellectual Schools, which educate gifted stu-
dents. The government also monitors progress towards the goals of the education strategy;

— The Ministry of Education and Science of the Republic of Kazakhstan (MES RK) manages, implements
and supervises work in the field of education, science, protection of children's rights and youth policy;

— The Ministry of Education and Science of the Republic of Kazakhstan has several subordinate organi-
zations that work in specific areas (for example, ensuring quality guarantees, statistics or managing interna-
tional projects). For example, the Information and Analytical Center provides analytical support to the Ministry
of Education and Science of the Republic of Kazakhstan and is responsible for various projects, such as inter-
national projects of the Ministry (including educational system reviews such as this). The National Center for
Continuing Education (Orleu) provides a second example. He is responsible for developing and providing
professional development opportunities for teachers and school leaders.

— The Ministry of Education and Science of the Republic of Kazakhstan reports to the Administration of
the President of the Republic of Kazakhstan, assesses the performance of the Ministry of National Economy
of the Republic of Kazakhstan (MNE of the Republic of Kazakhstan) and monitors budget execution by the
Ministry of Finance.

Discussions

When reviewing the statistical analysis of legislation in the field of education and science, it should be
noted that there is a tendency to increase the intensity of adoption of legal acts that amend and supplement the
Law “On Education”, which is a characteristic feature of the development of the modern educational system
at this stage, as well as scientific support in Kazakhstan.

Scientific publications are a measure of the quality and effectiveness of individual scientists and research
teams, as well as a criterion for comparing the position of countries in global science. This was made possible
largely due to the access of researchers and administrators of science from different countries to the resources
of information market leaders. At present, about 300 Kazakhstani universities and research institutes have the
opportunity to use relevant scientific information concentrated in the foreign resources of the largest companies
Clarivate Analytics, Elsevier, Springer.

The education system is called upon to carry out its transformative functions, where all the links in the
education system are in interaction and interconnected with each other. This objectively contributes to the
integrity of the system, its unity. Therefore, it is necessary to improve the training of highly qualified special-
ists, offering to go beyond formal education, improve management and strengthen the formation of profes-
sional skills, taking into account the development of small and medium-sized businesses.

Conclusions
The tasks of developing scientific support, as in many other industries, are inextricably linked with the
digitalization process. Of course, in order to achieve results, it is necessary to create specialized centers of
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competence. This requires systematic measures to organize training taking into account the new employment
structure and, accordingly, improving the quality of education.

The author of the article revealed how the number of organizations engaged in research and development
and the volume of government spending on higher and postgraduate education affect the volume of internal
research and development costs. Also, in the process of research and analysis, conclusions were drawn and
recommendations were made that could contribute to the improvement of an effective, more advanced system
of scientific support for strategic planning, necessary for solving urgent economic and social problems of the
Republic of Kazakhstan.

The foreign experience of improving the quality of training was studied. So, in higher education, for
example, in the USA, organizational development grew out of the “movement for quality rooted in work to
improve the quality of work, productivity and improve educational processes (Sutherland, 2018, 264).

Thus, improving the quality of training qualified personnel adapted to the digital economy is the basis for
the future well-being of the population and society as a whole, as qualified employees are the intellectual
competence qualifier for the modern economy of the Republic of Kazakhstan.

The results of the analysis indicate that in order to transition to “sustainable innovative development” in
the future, Kazakhstan needs to combine the development of breakthrough technologies with a concentration
of efforts on “industrial and innovative development”. It is breakthrough technologies that will be the main
factor in Kazakhstan joining the group of technological leaders. In this regard, by 2030, Kazakhstan should
expand its niche in the global market for scientific support and bring to the logical conclusion a number of
initiated projects. For this, it is necessary to combine the efforts of participants in educational, scientific, tech-
nical and innovative processes that ensure the further progressive development of domestic science and the
introduction of its results in the real sector of the national economy.
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Kazakcran Pecny0ukacbIHAaFbI CTPAaTerHSJIBIK KOCTIAPJIAYAbI
FBUIBIMH KaMTaMAachl3 eTy/i KeTiJaipy

Anoamna

Maxcamupl: Makanana agaM KalmUTaJIbIH JAMBITYIaFbl 0aCKapyIbIH KaXKETTI Kypabl xkoHe KazakcTaHHBIH ITUQPITBIK
SKOHOMHMKACHIH KYPY JKOJBIHIAFBI MiHACTTEPII iCKe achIpyAbIH mentymri GakTopsl 606 Ta0buaThiH KazakcTan Pec-
My ONUKaCkIHAAFBI CTPATETHSIIBIK KOCTIapIIayAbl FUTBIME KOJIIay epeKIIesikTepi KapacTepuras. JKahannaHy sxoHe en-
IIiH ONEeMAIK PKOHOMHKaFa WHTETpaIlsUIaHy KaFgalbIHIa CTPATETHUSUIBIK KOCHApIay YITTHIK 0acKapyIblH HepapXus-
CBIHJIA YITTHIK KOHE ayMaKThIK, CaJaJIbIK JeHTeiep e, YITTHIK KOMIIaHUIIap MEH OM3HEC YIHBIMIaphIHBIH 0achIM KoTI-
IIUTITiHIH KBI3METiH/IE KOJTaHbUIa sl Makaaga cTpaTeTusIIbIK JKocTapiay ic )y3iHae OyKija MEMIICKETTIK XKocapiiay
JKYHeCiHiH 0acThl yisecTipymrici 6ona 6acTaraHbl Typalibl Al THIIIFaH.

Ooici: KazakcTanna OTaHIBIK FEUIBIMHBIH TaMYBIH )KOHE OHBIH HOTHXKEIICPiH YITTHIK YKOHOMHKAHBIH HAKTHI CEKTO-
pBIHA CHTI3YIi KaMTaMachl3 €TeTiH OuniM Oepy, FRUIBIMH-TCXHUKAIBIK JXOHE WHHOBAIMSIIBIK YPAICTEpre HETi3NEeNTeH
CTPATETUSUIBIK, KOCTAPJIay bl FEUTBIMU TYPFBIIAH KAMTAMACKI3 €Ty TallaHFaH. PerpeccHsIbiK MOAEIbIIH KYPBUTBICHIHA
CYW#eHe OTBIPHII, aBTOPIAP FHUTBIMU-3EPTTEY KYMBICTAPBIMCH aifHAIBICATHIH YHBIMIAP IBIH CAHBI MCH KOFAPHI )KOHE KO-
Fapbl OKy OpHBIHAH KeHiHT1 O17iM Gepyre »yMcanaThlH MEMJICKETTIK IIBIFBIHIAPIBIH KOJIeMi 3epTTeyJiep MEH a3ipieme-
JIEpIiH iITKi IIBIFBIHAAPBIHBIH KOJIEMiHe Kajai ocep eTeTiHi aliblll KOPCETKEH.

Kopvimuinovl: Makanama MeMIIEKeTTiK OimiM Oepy OarmapiaMachlH iCKe achIPBUTYABI FHUIBIMH KaMTaMachl3 €Tyl
KaKcapTy OOMBIHIIIA YCHIHBICTAP KaCaJFaH.

Tyorcoipvimoama: 3epTrey 6apoicbiHna Kazakctan PecmyOmnkachiHBIH 63€KTi 9KOHOMHUKAJBIK XKOHE dJICYMETTIK M-
ceJIeNiepiH MIenTyTre KaXXeTTi CTPATETUSIIBIK JKOCTapiiay IbIH FRUTBIME THIMTI KETUIIPIITeH )KYHEeCiH KaKcapTyFa bIKIaT
€Te aJaThIH TYXKBIPBIM/IAp KacalIFaH KoHE YChIHBICTAp OepiireH.

Kinm ce30ep: ¥ouIbIM, FRUIBIMU KaMTaMachl3 €Ty, OUTIM Oepy, CTpaTermsuIblK Kocmapiay, 6ackapy, kahanmany,
FBUTBIMUA-TEXHUKANBIK Ypaic, F3TKT — FeUTbIME 3epTTey KOHE TOKIpUOETiK KOHCTPYKTOPIBIK TajaaMaap.
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CoBeplIeHCTBOBaHHE HAYYHOT0 00ecniedeHHsI
cTpaTerm4eckoro miaHupoanus B Pecnybsmmke Kazaxcran

Annomauus

I]env: B cTaThe paCCMOTPEHBI OCOOCHHOCTH HAYYHOTO 00ECIICUSHNUS CTPATETHUECKOT0 IIIAHUPOBaHus B PecryOmrke
KazaxcTaH, KOTOpbIE SIBJISIOTCS HEOOXOAMMBIM HHCTPYMEHTOM YIIPABJICHHS B Pa3BUTHU YEIOBEYECKOTO KalKUTala 1 pe-
marmmuM (akTopoM B peaH3alyi MOCTABICHHBIX 3a/a4 Ha IyTH MOCTPOCHHS IUPpoBOi 3koHOMUKH Kazaxcrana. B
YCIIOBHSIX TIOOATH3alMN U MHTETPALMN CTPAHBl B MUPOBYIO 3KOHOMHUKY CTPATETUYECKOC TUIAHMPOBAHUC MPUMEHSCTCS
BO BCCH MepapXuy rocyIapCTBCHHOTO MCHEKMEHTA, KaK Ha HAIIMOHAILHOM, TaK W HA TCPPUTOPUATEHOM, OTPACICBOM
YPOBHSX, B ICATCILHOCTH a0CONTIOTHOTO OOJBITMHCTBA HAIIMOHATIBHBIX KOMITAHUH 1 OM3HEec-opranu3amuii. B cratee oT-
MEUYEHO, YTO CTPATErMYCCKOE IUIAHUPOBAHUC PEabHO CTAHOBHUTCS TJIaBHBIM KOOPIMHATOPOM BCEH CHCTEMBI TOCyIap-
CTBEHHOT'O IUIAHMPOBAHHSI.

Memooul: aBTOpaMu JJaH aHAIN3 HAyYHOTO OOEeCledeHHs CTPATEernuecKoro IIaHUPOBaHHs Ha OCHOBE 0Opa3oBa-
TEJILHOTO, HAYYHO-TEXHUYECKOTO ¥ MHHOBAI[HIOHHOTO MPOLIECCOB, KOTOpBIe oOecneunBatoT B Kazaxcrane pa3Burie orte-
YEeCTBEHHON HAyKH U BHEAPEHHE €€ PE3yJIbTATOB B OTPACIIH PEabHOTO CEKTOpa HAI[MOHAJIbHOW SKOHOMHKH. Ha ocHOBe
MOCTPOCHHS PErPEeCCHOHHON MOJICTIM aBTOpaMH ObLIO BBISBICHO, KaK KOJIMYECTBO OPraHH3alUi, OCYIISCTBISIFOIIIX
Hay4HO-HCCIIEIOBATEIbCKUE OPTaHU3aIMH KOHCTPYKTOpCcKUX pazpadotok (HUOKP) u 06beM Trocy1apcTBEHHBIX pacxo-
JIOB HA BBICIIICE W MOCICBY30BCKOE 00pa3oBaHue, BIUAIOT Ha 00beM BHYTpeHHUX 3aTpaT HMOKP.

Pesynbmamei: aBTOpaMu JaHBI pEKOMECHIAINH IT0 YIYYIICHUIO HAYYHOTO 00CCIICUCHUS peai3auy 00pa3oBaTeib-
HOW TOCYJapCTBEHHOM MPOTPaMMEI.

Buisoowi: B iporiecce ucciiejoBaHus OBUIH CACTAHBI BEIBOIBI U JAHBI PEKOMCH/IAINH, CIIOCOOHBIC COICHCTBOBATh
COBEPIIICHCTBOBAHUIO 3 (EKTUBHOM, O0JIee COBEPIICHHON CHCTEMBI HAYYHOTO 00ECIICUCHUSI CTPATETHUCCKOTO TUIAHUPO-
BaHUs, HCOOXOIUMBIC JIJIS PEIICHISI aKTyalTbHBIX YKOHOMHYCCKIX M CONMANBHBIX 3a1a4 Pecryonuku KazaxcraHn.

Kniwouesvie cnosa: nayka, HayqHoe obecrnedenne, 00pa3zoBaHue, CTpPaTern4ecKoe MNIaHUPOBaHKE, YIPaBICHHE, TII0-
Oanuzanys, HayYHO-TEXHHYECKUH IpoLecc, HayYHO-HCCIIeI0BAaTEIbCKAE OPTaHU3alui KOHCTPYKTOPCKHUX pa3paboToK.
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