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Economic and statistical analysis of the dairy industry
development in the Republic of Kazakhstan

Abstract

Object: The article examines the main factors affecting milk production and dairy products in Kazakhstan in the
current competitive environment.

Methods: The article uses quantitative data, mathematic-statistical methods of studying connections (correlation-
regression analysis).

Findings: This study focuses on the dairy industry of Kazakhstan and its specificities. We have calculated the fac-
tors affecting the production of milk and dairy products using regression analysis using the example of the dairy indus-
try of the Republic of Kazakhstan. The regression analysis showed that investment in fixed assets has a positive impact
on the performance of this industry and is statistically significant. The results obtained can be used to study the influ-
ence of factors on the dairy enterprise production activities at any level and different ownership forms.

Conclusions: The article examined the key factors affecting the dairy industry in Kazakhstan. It also suggested
priority necessary measures to improve the current development level of the dairy industry.

Keywords: dairy industry; milk and dairy production; trends and prospects for dairy industry.

Introduction

The economic potential of the country is the aggregate ability of the region's economy, its branches, en-
terprises, farms to carry out production and economic activities, produce high-quality products, goods, ser-
vices that meet social needs, ensure the development of production and consumption. Based on this defini-
tion, the economic potential of a region depends on the availability of its natural resources, means of produc-
tion, labor resources, scientific and technical potential, accumulated national wealth, the level of develop-
ment of international relations. The economic potential can also be determined by the aggregate of the re-
gion's economic sectors, enterprises, institutions producing industrial, agricultural, construction products and
providing various services for industrial and non-productive purposes. This principle is the basis for classify-
ing the country's economic potential by area of activity. National food security depends on the accumulated
economic potential of the aggregate of sectors and economic entities of the agro-industrial complex. One of
the main branches of the agro-industrial complex is the dairy subcomplex, whose enterprises produce a wide
range of products to meet the needs of the population.

The global dairy market is expected to grow significantly during the forecast period. Growing global
population, rising per capita incomes, increased consumer awareness of the nutritional value of dairy prod-
ucts and changing consumer dietary patterns are key drivers of market growth. Besides, technological
advances and innovations to obtain more milk from dairy animals are also estimated to contribute to market
growth. Moreover, the dairy sector in most countries is complex, so clearcut strategies and interventions
cannot be easily identified. No single strategy framework can be designed that fits the dairy sector in every
country. Dairy production provides many non-marketed economic benefits, including manure for use on-
farm as fuel or organic fertilizer (in several farming systems manure is the sole source of nutrients for crop
production). Dairy animals are considered a means of safeguarding savings for sale in times of need (e.g.,
injury or disease of a household member), and a form of capital investment. However, there is the risk that
dairy animals are stolen or die.

Increased adoption of sedentary lifestyles, unhealthy eating habits, and increased food awareness are al-
so expected to increase market demand. Major milk and dairy producers have introduced new products with
improved quality and nutritional value to meet growing market demand. These products include skimmed
milk, low-fat energy drinks, and seasonal fruit yogurts (David et al., 2013).

6 BecTHuk KaparaHavHckoro yHuBepcuteTa
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Literature Review

The food industry has been changing and evolving over the decades to meet customer needs and con-
sumer behavior. This industry is characterized by a complex system of activities related to the supply, con-
sumption, and delivery of food products around the globe. The global dairy industry, as its component, in
turn, consists of many countries with unique production practices and consumer markets. Milk production is
unique as an agricultural product because milk is produced daily and all year round. Dairy production is im-
portant to the economic development and sustainable development of communities in rural areas and the
country as a whole. However, the necessary investment and the availability of local markets and labor is a
constant challenge.

In the case of milk, we can identify four main causes of milk consumption. The first motive is its nutri-
tional composition. In the population, milk is considered one of the most nutritious and balanced foods,
«containing a wide range of essential nutrients needed for growth, development, and overall health and well-
being throughout the life cycle» (The National Dairy Council, 2008, 65; The Dairy Council, 2014, 2015).
The second one is a positive effect on health and the prevention of various diseases, such as the pleasant ef-
fects of milk consumption on the prevention of osteoporosis, lowering blood pressure and reducing the inci-
dence of breast cancer, improving skin quality and texture (Dallmeier, 2012). The last two possible motives
that may attract our local consumers to purchase dairy products such as milk are interrelated - tradition and
breadth of use.

To date, the most popular type of milk is cow's milk, which accounts for 98% of Kazakhstan's milk
consumption. This long-standing tradition has left its mark on our culture and especially in Kazakh national
gastronomy. Several research and development activities have been carried out in the area of research and
studies on the motivations for buying and consuming milk. They showed that the main reasons consumers
bought milk tasted, healthy lifestyle, habit, availability of the product, and its use in the household (Saktaeva,
2010). A group of researchers (Alwis et al., 2009) analyzed factors affecting fresh milk consumption among
consumers in Sri Lanka in 2009 and found that taste and nutritional value have a positive (stimulating) effect
and vice versa, health problems, price levels, and product availability have a negative (scattering) effect on
consumer decisions to buy fresh milk. Similar motives to those already mentioned came from other authors
who identified taste, health, and price as the most important motives for choosing dairy drinks (Kresiii et al.,
2010). However, there are also some discouraging factors that, conversely, create barriers to milk consump-
tion and purchase. Consumers may be affected by some notes and articles in the media that present negative
effects of milk consumption: excessive sputum formation, acne formation, digestive problems, lactose intol-
erance, allergies, or various other health problems caused by milk (Furindova, 2010). Nevertheless, all these
negative views are now increasingly refuted by official statements of domestic and foreign doctors, nutrition-
ists, and other experts in this field (Dairy Council of California, 2015).

Methods

The following scientific methods were used in the study: the deduction method used to perceive the
problems of the economic potential and determine the methods for assessing its level; analysis method for
assessing the production of dairy products in Kazakhstan and identifying factors and reasons for changing its
level; the synthesis method used to obtain generalized research results, to formulate conclusions and general
conclusions on the diagnosis of the current state of the economic potential of the dairy industry; comparison
method used to justify the main direction of growth and effective use of the economic potential of the dairy
subcomplex of the agricultural sector.

Results

The dairy industry is also considered one of the main industries providing a huge number of jobs around
the world. According to FAOSTAT, the Food and Agriculture Organization Corporate Statistical Database,
about 150 million households worldwide are involved in the production of milk and dairy products. Over the
past three decades, total milk production has increased by more than 50%, from 482 million tonnes to 754
million tonnes.

World milk production (81% of cow's milk, 15% of buffalo milk and 4% of other milk) increased by
1.6% in 2018 to 838 million tonnes. India has the largest milk producer in the world, with production in-
creasing by 3.0% to 174 million tonnes, although this was a minor impact on the global dairy market as India
trades only small quantities of milk and dairy products (OECD/FAO, 2019).

The three main dairy exporters achieved increased production in 2018, the European Union (0.8 per-
cent), New Zealand (3.2 percent) and the United States (1.1 percent), which were almost entirely driven by
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higher yields per cow; in New Zealand, the favorable grass environment also played a role. As a result, the
availability of fresh dairy products and processed products for export has increased. In the People's Republic
of China, the world's largest importer of dairy products, milk production increased for the first time in four
years by 1.1% in 2018. Official data on milk production in China were revised downward at the end of 2018
to 15% over the last ten years.

According to statistics from the UN Food and Agriculture Organization (FAO), India and Pakistan, im-
portant milk producers, are expected to contribute more than half the growth in world milk production over
the next ten years, as well as more than 30% of world production in 2028. Production in the second largest
milk producer, the European Union, is projected to grow more slowly than the world average as only a small
proportion of production is exported and domestic demand grows slightly.

180
160
140
120
100
g0
60
40
20

5 9L 3453 & -
43543,844.3 44,5 o 3m 40 81 2 a0,z 2R 4o a7

FL India LISA Furasian Pakistan China
Economic Union

w2012 m2014 2015 2016 m2017

Figure 1. Dynamics of milk production in the world, million tons

Note — OECD/FAO (2019), “OECD-FAO Agricultural Outlook”, OECD Agriculture statistics (database)
http://dx.doi.org/10.1787/agr-outl-data-en.

Asia and the Pacific are expected to be one of the fastest-growing regions for the forecast period. India
accounts for about 20 percent of world dairy production. Population growth, high consumption of dairy
products and accelerated economic growth in the region are factors contributing to significant growth (Ngu-
yen, Hien, 2016).

In modern conditions, the production of dairy products takes a leading place in the agricultural sector of
Kazakhstan. Today, the most popular type of milk is cow's milk (which accounts for 95-98% of Kazakhstan's
milk consumption). Such a long tradition has left consequences in our culture and especially in Kazakh na-
tional gastronomy. This can be proved by the fact that one of the main ingredients from which most Kazakh
national dishes are made is milk and its products. Several research and development activities have been car-
ried out in the area of studying and studying the motives for buying and consuming milk. Many authors have
shown that the main reasons of purchase of milk by our consumers were taste, healthy way of life, habit,
availability of the product and its use in the household (Khassenova et al, 2020; Taipov, 2018).

For Kazakhstan's dairy producers, operating in a market environment has been fraught with serious
problems and significant risks. Even though agrarian sector traditionally played a significant role in the de-
velopment of national economy, and thus, the development of dairy products industry, at first glance, should
be brought at least a decent raw material base, the producers and analysts themselves state the slowdown in
the growth of the industry and anxiously talk about the onset of imports. At the same time, the prices of
dairy products can hardly be called democratic, and some consumers, who are not in the category of the af-
fluent, today not every day can pamper themselves with buying curd or cheese, for example. Meanwhile,
dairy consumption has a direct impact on the health of the nation and reflects the welfare of society. While in
the first half of the prosperous 1980s, Kazakhstan's citizens consumed up to 600 tonnes of dairy products
daily, during the crisis of the 1990s this figure dropped to 125 tonnes per day. The current world crisis has
naturally affected the dairy products market, but analysts believe that in the coming years their consumption
will not decline, but will increase. As for today, the production of milk and dairy products in the country is

8 BecTHuk KaparaHguHckoro yHuBepcuteTa
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one of the most promising areas of development in the agricultural sector. The dairy industry, which includes
cheese and dairy subbranches, as well as the production of whole milk products, at the present stage is one of
the leading in the structure of the food industry of Kazakhstan.

Despite in-depth research, today many problems in the production of milk and dairy products in Ka-
zakhstan remain unresolved and require in-depth study. The purpose of the article is to study the current state
of the milk and dairy products market in Kazakhstan, identify the main problems and trends in its develop-
ment.

Today, milk production has become an integral part of national food security and support for socially
vulnerable groups, as well as a major source of welfare and employment for rural residents.

At present, there are 148 milk processing enterprises in Kazakhstan, whose production capacity allows
processing about 1.9 million tons of milk per year (34 enterprises produce cheese). The leader in dairy pro-
duction in the Kazakhstan market is FoodMaster Company JSC. Since 2004, FoodMaster has been part of
the international group Lactalis (France). It has two own dairy farms and 16 trading branches. All
FoodMaster enterprises are high-tech dairy plants producing products that meet the general quality standards
of the company.

The current state of milk production in Kazakhstan is accompanied by negative trends in comparison
with other agrarian developed countries. The development of the milk processing industry is significantly
affected by the situation in dairy cattle breeding. Gasoline and diesel fuel prices rise, underdeveloped har-
vesting networks in rural areas, the remoteness of raw material zones from processing centers. As a result,
the processors found themselves in a difficult financial situation. Although, according to the Committee on
Statistics of Kazakhstan, all key industry indicators, such as cattle numbers, milk production and consump-
tion per capita on average, have been growing up since 2014 (Figure 2).
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Figure 2. Key Dairy Industry Indicators of the Republic of Kazakhstan, 2014-2018
Note — compiled by the authors based on the data of the Committee on Statistics of the Republic of Kazakhstan.

Milk production is seasonal, but there is a demand for milk throughout the year, which causes fluctua-
tions in procurement prices. The price of milk remains almost the only lever to influence the development, or
vice versa, the curtailment of this type of business. However, while large enterprises can compete even with
low purchase prices due to the scale of production and diversified nature of the economic activity, small
peasant farms of the population suffer most from its fluctuations. In Kazakhstan, in 2018 the region produced
5,686.2 thousand tonnes of milk. At the same time, the bulk of raw milk was produced in private subsidiary
farms of the population and by individual entrepreneurs and peasant (farm) farms. This fact testifies to the
small commodity of dairy cattle breeding of the republic. The majority of experts and market analysts
believe that one of the reasons for the persistence of negative trends in the milk market is a significant price
fluctuation and their inconsistency with the costs that the producer spends on the maintenance of dairy herd.
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Figure 3. Gross output of livestock production by categories of farms, min. KZT

Note — compiled by the authors based on the data of the Committee on Statistics of the Republic of Kazakhstan.

The main reasons for the high purchase prices of milk in Kazakhstan are its high cost and low produc-
tivity in the industry. Besides, the unfavorable situation is exacerbated by trade and intermediary structures,

through which up to 30% of the dairy market goes.

In the current conditions of Kazakhstan's gradual progress towards achieving its main strategic goal -
the integration of the national economy into the system of world foreign economic relations - the problem of
effective development of individual industries and regions of the country, as well as ensuring the competi-
tiveness of domestic products in both domestic and foreign markets is extremely urgent. It is known that the
quality of milk also determines the quality of processed products. Poor quality of dairy raw materials in the
country and, as a result, dairy products significantly narrows down its markets, especially concerning ex-
ports. Given the current quality of domestic raw materials, the main consumer of domestic dairy products is

the country's population.
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Figure 4. Volume of export and import of animal and plant products, mln. USD

Note — compiled by the authors based on the data of the Committee on Statistics of the Republic of Kazakhstan.
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Economic and statistical analysis...

Thus, the sales volumes of domestic producers of dairy raw materials of own production in all direc-
tions and its import provided a solvent market of dairy products for the country's population and the corre-
sponding export potential.

A method of regression analysis was used to determine factors affecting the production of milk and
dairy products. Regression analysis shows relationships between variables that could be defined as causation.
A variable whose variations need to be explained or predicted is referred to as dependent variables. The pur-
pose of regression analysis is to determine how and to what extent dependent variables change or change as a
result of a change in a fixed variable (MacDonald et al., 2007; Ackerberg et al., 2015). Correlation analysis
tests the interdependency and regression analysis of causal effects among more than two variables. More
than one variable can be assumed to be independent and assess their effect on only one dependent variable.
The nature of statistical information allowed using a linear model of multiple regression. Data for 2004-2018
were taken for analysis from the official website of the Committee on Statistics of the Republic of Kazakh-
stan. As an independent variable, we will consider the volume of milk and dairy products and the factors af-
fecting milk and dairy products that were originally selected: raw milk price index for the previous year;
share of rural population ; investment in agricultural fixed capital; milk production per capita; gross agricul-
tural output (services); food retail volume; cattle stock; milk yield per cow. But, at the construction of the
multiple regression equation the problem of multicollinearity of factors has arisen (André et al, 2007). After
exclusion of the multicollinearity between the selected factors, the method of stepwise regression analysis
remains as follows:

— capital investments (foxassinvest);

— food retailing volume (retailvol);

— share of rural population (agrshare).

A description of the factors under consideration is provided in table 1.

Table 1. Descriptive Statistics

Variable Obs Mean Std.Dev. Min Max
year 15 2011 4.472 2004 2018
milkprod 15 5132.281 298.133 4556.8 5686.211
foxassinvest 15 5450000 2550000 1700000 1.12e+07
retailvol 15 1210000 706000 370000 2690000
agrshare 15 44,142 1.491 42.118 46.916
rawmikpric~d 15 109.193 7.698 97.8 127.7

Note — calculated by the authors on the basis of data from the Committee on Statistics of the Republic of Kazakhstan.

The following statistical parameters were calculated for each variable: mean value, median, dispersion,
standard deviation, minimum and maximum values according to the formulas. As a result, we can say that
the average milk production volume is 5132.8 thousand tons. The rural population of 44.1 is the share of the
rural population in the total number of the country's population, with an average of 44.1%.

To quantitatively estimate the relationship between the variables and to construct a model of the rela-
tionship between the factors, we will construct a regression model based on the following formula:

Milkprod,; = By + B,foxassinvest 4+ f,retailvol 4+ fzagrshare + &, )

Where:

— Milkprod - the production of milk and dairy products;

—t - years from 2004 to 2018

— B0 — i-factor assessment;

— & — other factors not taken into account.

The method of least squares is used to construct the multiple regression equation. As a result of the least
squares method estimation, the data presented in Table 2 are obtained.
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Table 2. Results of regression to all variables

Linear Regression

milkprod Coef. St.Err.  t-value p-value [95% Conf Interval] Sig
foxassinvest 0.002 0.000 3.33 0.008 0.000 0.001 ok
retailvol -0.001 0.000 -2.56 0.029 -0.002 0.000 wox
agrshare -19.205 32.288 -0.59 0.565 -91.147 52.736
rawmikpriceind 4.920 6.146 0.80 0.442 -8.774 18.615
Constant 4609.404 1444.955 3.19 0.010 1389.844 7828.965 **
Mean dependent var 5132.281 SD dependent var 298.133
R-squared 0.808 Number of obs 15.000
F-test 10.548 Prob>F 0.001
Akaike crit. (AIC) 197.675 Bayesian crit. (BIC) 201.215

% p<(.01, ** p<0.05, * p<0.1
Note — complied by the author in the statistical batch program STATA on the basis of data from the Committee on Statistics of the
Republic of Kazakhstan
Regression coefficient R2- 0,808; P-value = 0,000; F-criterion Fisher-10,548. According to the obtained
results, with 80.8% probability, it can be stated that the model is reliable, the connection is statistically con-
firmed.

Discussion

We have calculated the factors affecting milk and dairy production using regression analysis using the
example of the dairy industry of the Republic of Kazakhstan. The conducted regression analysis showed that
investment in fixed assets has a positive impact on the performance of this industry and is statistically signif-
icant. The availability of sufficient investments is a necessary condition for the effective and sustainable de-
velopment of any sector of the national economy Agriculture, including the dairy sector of the country is no
exception, although the sector remains a little attractive to the majority of investors. Therefore, the research
on the improvement of mechanisms of attraction of investments into the agrarian sector of economy and
methods of increase of investment attractiveness of agriculture for maintenance of its sustainable economic
development and improvement of industrial activity of enterprises becomes especially urgent. The volume of
retail trade in food products hurts milk and dairy production. In our case, we have taken the data for the
whole retail trade and the share of milk and dairy products in this turnover is very small. The results obtained
can be used to study the influence of factors on the dairy enterprise production activities at any level and dif-
ferent ownership forms.

Conclusion

Studies have shown that the functioning of the milk and milk products market depends on market infra-
structure, quality raw material base, production status and the solvency of consumers. The problems of the
pricing of agricultural producers of milk have become much more complicated in recent years.

Milk production in Kazakhstan can become a profitable, competitive kind of agribusiness, but this pro-
cess is long and requires significant investments in equipment for optimized feeding of animals, moderniza-
tion and renewal of milking systems, reconstruction of farm premises, purchase of breed composition of a
dairy herd. According to calculations, the profitability of dairy production is 7-9%, this indicator is low
among the total mass of agricultural enterprises. In this situation, the government's assistance is extremely
necessary. Firstly, it concerns ensuring an acceptable tax regime for livestock development. Secondly, the
support of subsidies to the feed base, which will have a positive impact on the dairy sector in the future. We
believe that these ways will allow us to accumulate money for the development of the technical base of dairy
processing enterprises and improve the quality of products. All this is relevant, because, as noted earlier, the
dairy industry is a strategically important sector of the country.
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AJK. Baiiry:xxunosa, JI. Teuui

Kazakcran Pecny0ukacel 00ibIHIIA CYT OHAIPICIHIH JaMYbIH
3KOHOMMKAJBIK K9HE CTATHCTHKAJIBIK TaJIAay

Anoamna

Maxcamur: Kazipri 0acekenecTik xarmaigarsl KazakcTaHgarbl CYT JKOHE CYT OHIMIEPIH OHAIpYre ocep eTeTiH
HETi3ri GakToprapasl 3epTTey.

Odici: Makanaia CaHJBIK MOJIMETTEp KOHE OaillaHBICTapAbI 3ePTTEy YUIIH MaTeMaTHKA-CTATHCTUKANBIK dJicTep
KOJIJAaHBUTFaH (KOPPEISIHUsI-PErPECCUsIIBIK TaIay).

Kopwvimeinow: 3eprrey KazakcTaHmarel CYT eHJIpICI OHE OHBIH epeKIIelikTepiHe apHanrad. bi3 Kazakcran
Pecry0nmKkachIHBIH CYT cajlachl MAJIIMETTEp] HETi3iHAE, CYT KHE CYT OHIMIEPIH OHAIpYIe acep eTETiH (aKTopiIapIsl
PEeTpEeCCHsUIBIK TaJayabl KOJJaHa OTBHIPBIT CCENTENiK. PerpeccHsuIblK Tangay KepCEeTKEHACW, HETI3ri KamuTalFa
CANIBIHFAH WHBECTUIUIAD OCHI CAJaHBIH JKYMBICBIHA OH OCep CTEIi JXKOHE CTATUCTHKAIBIK MAaHBI3IBI. AJBIHFAH
HOTWOKEIIEp Ke3-KeNTeH EHreiIeri sKoHe dpTYPIIi MEHIIIK HbICAHIAPBIHAAFBI CYT KOCITOPHBIHBIH OHIIPICTIK KI3METIHE
(hakTopIapIbIH 9CEPiH 3ePTTEY YIIiH KOJTAHbLIA aTajIbl.

Tyorcvippimoama: KazakcTaHHBIH CYT OHAIpICIHE ocep eTeTiH Heri3ri ¢gakropiap 3eprrenred. CyT eHepkaciOiHiH
JlaMy JIEHTeiH apTThIPY YIIiH OipiHII Ke3eKTeri KaXeTTi Iapanap YChIHBIUIFaH.

Kinm co30ep: cyT eHepkaciOi, CYT %oHE CYT OHIMIEPI, CYT CaNaChIHBIH AaMy KapKbIHBI MEH OOJIaliarsl.

AJK. Baiiry:xxunosa, JI. Teuui

IKOHOMHMKO-CTATUCTHYECKUH aHAIN3 PAa3BUTHUS
MOJIOYHO# oTpacau Pecnmyosuku Kazaxcran

Annomauusn

Ienv: W3yueHne OCHOBHBIX (DAaKTOPOB, BIUSIIONIMX Ha IPOU3BOJACTBO MOJIOKA M MOJIOYHBIX MPOIYKTOB
Ka3axcTaHa B HEIHEIIHHUX YCIOBHUAX KOHKYPEHIIHH.

Memooui: B craTbe MCHONB3YIOTCS KOJIMYECTBEHHBIE JaHHBIC, MATEMATHKO-CTATUCTUYECKUE METOJIBI U3YUCHHS
cBsA3el (KOppeNALUOHHO-PErPECCHOHHBIN aHaNN3).

Pesynvmamei: JlaHHOE MCCIENOBaHME TOCBSIICHO MOJIOYHOHW oTpaciu Kasaxcrana m ee ocobeHHocTsM. Hamu
ObUTH paccUHTaHbl (PAKTOPBI, BIMSAIOINE HA TPOU3BOACTBO MOJIOKA M MOJIOYHOH MPOYKINH, C TOMOIIBIO PETPECCHOH-
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HOTO aHaliu3a Ha MpUMepe MOJIoUHOU oTpaciu Pecnyonuku Kasaxcran. [IpoBefeHHBIN perpecCHOHHBIN aHAN3 TIOKa-
3aJl, 4YTO UHBECTHLIMKA B OCHOBHOM KamWTal MOJOXKHUTEIbHO BIHUAIOT HAa PE3YJIbTAThl NEATEIbHOCTH JAaHHOM OTpaciu U
CTaTUCTHYECKH 3HAYMMEI. [loTydeHHBIe pe3ynbTaThl MOTYT OBITh MCIIOJIB30BAHbI I M3yUeHHS BIUSHUSA (PaKTOpOB Ha
MIPOU3BOJICTBEHHYIO JIEATEIHLHOCTh MOJIOUHBIX MIPEIIPUSATHH JTI000TO YPOBHA U pa3HOU (POPMBI COOCTBEHHOCTH.

Buvi6o0bi: I3ydeHpl OCHOBHBIE (DaKTOPHI, BIHUSAIONIAE HAa MOJIOYHYIO oTpacib Kazaxcrana. [IpeanosxkeHsl mpruopu-
TETHBIE MEPHI 110 TIOBBIIICHUIO YPOBHS PA3BUTHS MOJIOYHOH IIPOMBIIIICHHOCTH.

Kniouegvie crosa: Mono4Hasi OTPACIb, MOJIOKO M MOJIOYHASI TPOAYKIINS, TCHACHIIMU U MEPCHEKTUBBI MOJIOYHOM
oTpaciu.
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The study on employers' satisfaction with economics graduates in Karaganda region

Abstract

Object: In modern social and economic conditions, to solve the problem of employment of graduates of higher
education institutions it is necessary to develop approaches, organizational and methodical principles of creation and
functioning of the system of assistance in the employment of graduates. This system of employment assistance should
be integrated into the system of education of the university and should match modern social conditions. It is important
to develop new mechanisms for interaction between the higher education system and the labor market.

Methods: To determine the set of competencies that a graduate should possess to be competitive in the labor mar-
ket, the authors conducted a marketing study on employers' satisfaction with economics graduates and identified the
competencies required by the labor market. The survey was conducted among managers of state enterprises and busi-
ness organizations in Karaganda city. Intending to improve its representativity, the survey concerned the economics
graduates, as the leading universities of Karaganda are generally focused on providing educational services in economic
specialties.

Results: In the article, the authors show the regional specifics of the employment of graduates-economists of high-
er educational institutions. At the same time, the acquired competencies in the process of purchasing educational ser-
vices should satisfy the needs of the labor market.

Conclusions: Based on the results of the study, the authors gave practical recommendations on the development of
new organizational and economic mechanisms for integrating the labor market and educational services market.

Keywords: labor market, higher education services market, graduate's competencies, labor market need, labor
market demand, higher education services market supply, employment.

Introduction

When training future specialists, the entities of the educational services market should take into account
the prospects for their further employment based on the real needs of the national economy. Besides, a future
graduate of a higher education institution should also be aware of employment opportunities after receiving
an educational service. The share of graduates of higher education institutions employed and working in their
specialty within the first year after graduation is an indicator of the national ranking of higher education in-
stitutions. Therefore, the increase of employment guarantee after graduation is an important competitive ad-
vantage of the higher education institution on the market of educational services, which attracts more appli-
cants. The labor market and educational services market are the subject of serious scientific research in the
modern economy; the search for ways to ensure their mutually beneficial functioning has been unsuccessful
so far. In international practice, a sufficient number of modern scientific works are devoted to the interaction
of the educational services market and the labor market, but the lack of effective modern interaction is
recognized by all authors without exception.

Literature Review

The labor market and the educational services market are the subject of serious scientific research in the
modern economy. The search for ways to ensure their mutually profitable functioning has collapsed. In in-
ternational practice, a sufficient number of modern scientific works is devoted to interaction of the educa-
tional services market and the labor market. All authors without any exception recognize the absence of an
effective modern interaction.

Study interaction of the labor market and the higher education market using automated data collecting
systems related to the labor market and its saturation with certain specialists at the regional level determining
a regional feature of the investigated markets interaction (Avdeyenko, Bakayev, 2014).

Ye.Yu. Kostina, N.A. Orlova do research based on an expert opinion analysis, career expectations and
college students’ intentions according to which the authors link further development prospects of labor mar-
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kets and educational services with the fact that employers and other consumers of college services will par-
ticipate in development of requirements for a future graduate that, in general, will have a qualitative impact
on both markets (Kostina, Orlova, 2016).

Ye. Gushchina considers current problems of the higher education system highlighting the problems in
absence of connection between the labor market and the educational services market, in decrease of
intellectual potential of young people and commercialization of higher education (Gushchina, 2017).

The work of M.V. Borisenko is of particular interest where he holds the view and we support concern-
ing this view, that, unfortunately, most often when providing a student with a full educational services pack-
age the educational services market completes his mission. And, with the acquired competencies, such a stu-
dent moves to the labor market and there occurs interaction of the educational services market product with a
subject of the labor market. At the same time, the assessment of student’s competencies received shall be
carried out by an educational institution, which, according to the university, provided one a high level. Such
a situation excludes an objective assessment of acquired competencies quality of an applicant. In the result,
the labor market receives a specialist who does not meet the requirements and expectations of an employer
(Borisenko, 2017).

N.A. Perevozchikova, T.D. Vasilenko define in their work the conceptual foundations of the labor mar-
ket and the higher education services market at the current stage of their interaction (Perevozchikova,
Vasilenko, 2018).

Given that there is considerable competition in the educational services market, so, unfortunately, it
leads not to an increase in the educational service quality, but to overproduction of specialists in certain are-
as. The problem is that such data should be provided by macroeconomic forecasts of the country’s economic
development. Partly, they have to be corrected by employers’ applications on short and long term period, for
this purpose the company shall have a developed planning system which is not entirely possible in economic
realities, which generally indicates the need in development of certain mechanisms for integrating the labor
markets and educational services. Thus, increasing of an employment guarantee after obtaining an educa-
tional service is an important competitive advantage of a university in the higher education services market
which problems we have considered in previous studies (Sedlarski, Bezler, 2017; Borbasova, Bezler, 2018;
Borbasova, Sedlarski, Bezler, 2019).

Interaction processes have become a special form of society formation. In the scientific community,
there is no clear understanding of interaction which generally complicates perception of the investigated sub-
ject. This concept interpretation is extremely broad and is considered depending on the field of its applica-
tion, at the same time, having a close interdisciplinary connection (Bosovskaya, 2013).

Digital technologies are intensively fallen within the scope of human economic activity, under their in-
fluence employment is transformed, workforce mobility and innovation increase which, in general, leads to
change of an employer’s requirements to specialist competencies. It poses new challenges for universities to
meet the urgent needs of business — specialist training whose competences are characterized by the digital
literacy, the ability to learn independently, the virtual interaction, and the ability to produce innovations.

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 (Tapenova, Bugubayeva,
Kupalova, 2020).

The works devoted to the labor content changes, its organization, and personnel skills under the influ-
ence of informatics and computer technologies are made by Handel M. J. (Handel, 2008), Green F. (Green,
2012), Seo H. J., Lee Y. S., Hur J.J., Kim J.K. belong to (Seo, Lee, Hur, Kim, 2012), Frey C. B., Osborne M.
A. (Frey, Osborne, 2013), Bulasheva A.A., Kusayinov T.A. (Bulasheva, Kusayinov, 2019).

Changes occurring in the labor market are closely interrelated and determine transformation of the
higher education system were studied in the works of such scientists as Youssef A. B, Dahmani M. (Youssef,
Dahmani, 2008), Sampath Kumar B.T. and Manjunath G. (Sampath Kumar, Manjunath, 2013), Castillo-
Merino D., Serradell- Lopez E. (Castillo-Merino, Serradell-Lopez, 2014). However, relationship between
the digital segments of labor markets and higher education, as well as their mutual influence, is poorly stud-
ied and requires a profound research — Spencer-Oatey H., Dauber D., Jing J. (Spencer-Oatey, Dauber, Jing,
2017). Professional competency issues are widely discussed by the international scientific community (Ve-
lasco, 2014).
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Having studied a certain vast literature in science we can conclude. The interaction is a form of sub-
jects’ association; mechanisms and methods of combination; coordinated development; deepening of interac-
tion, cooperation, and partnership. Therefore, “interaction of the labor market and the higher education ser-
vices market” is such an interaction of the organizational and economic mechanisms of the studied markets
when the supply of vocational and qualification structure of personnel coincides with the demand thereof,
despite the multifactorial impact.

Method

To determine the set of competencies that a graduate should possess to be competitive in the labor mar-
ket, the authors conducted a marketing study on employers' satisfaction with economics graduates and identi-
fied competencies required by the labor market. The survey was conducted among managers of state enter-
prises and business organizations in Karaganda city. Intending to improve its representativity, the survey
concerned the economics graduates, as the leading universities of Karaganda are generally focused on
providing educational services in economic specialties. At the time of the study, 7 higher education institu-
tions of Karaganda city and Karaganda region train specialists in the economic and business fields, including
Karaganda State University named after Academician Ye.A. Buketov, Karaganda State Technical Universi-
ty, Karaganda State Industrial University (in Temirtau town), Karaganda Economic University of
Kazpotrebsoyuz, Bolashak Academy, Central Kazakhstan Academy, Zhezkazgan University named after
A.O. Baykonurov.

The survey was conducted using a pre-designed questionnaire. To calculate the number of respondents
of the representative sample, the authors used an online calculator, which showed that the sample volume of
the whole population of 23.7 thousand enterprises (the average number of enterprises in Karaganda region
for 2013-2017) should include 96 enterprises (online sample calculator http://socioline.ru/rv.php). The whole
population is 23,700 enterprises. Confidence probability (confidence, reliability) is 95%. Confidence interval
of error - £ 10%. Thus, the management of 96 enterprises (among them: directors, heads of departments,
heads of state institutions, law enforcement agencies, banking and financial organizations, private enterpris-
es, service sectors, as well as individual entrepreneurs, managers, leading experts, etc.), where graduates
work, took part in the survey. The number of employees in these organizations varies from 3 to 1200 people.

Results

The results of the employers' survey showed the following.

The need of the labor market for economics specialists is a certain element of its integration mechanism
with the educational services market. Based on the expert evaluation, the need of the labor market is distrib-
uted as follows: 25% of employers ticked the response "finance", 19% of employers ticked the response
"economy", 15% of employers ticked the response "accounting and audit" (Figure 1). The need for financial
experts on the labor market is superior due to the high density of financial enterprises in the region under
study.

The involvement of graduates of higher education institutions of the region in the activity of the state
enterprises and small and medium-sized businesses is an important indicator. In the next question, respond-
ents were asked to indicate whether economics graduates who had graduated in recent years worked in their
enterprise (Figure 2). Employers who indicated the largest number of graduates working in their enterprises
(61%) mentioned that the graduates mainly worked in the following departments: financial and economic
departments, legal departments, departments of small and medium-sized businesses, departments of organi-
zational and personnel service, information department, etc.

Such an indicator as "time spent on finding a job" is a rating and significant indicator of interaction be-
tween the market of educational services and the labor market. The authors were interested in the answer to
the following question: "How many graduates (those who graduated within the last 1-2 years) do you employ
per year? Based on the analysis of the experts' answers, Figure 3 shows that per year the largest number of
enterprises employ only 1-2 graduates per without work experience.

However, the number of employed graduates depends not only on work experience but also on the
number of employees in the organization.
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86% of surveyed employers are satisfied with the level of training of economics graduates (for example,
professional training, ability to build relationships in a team, analytical skills, independence, initiative, etc.).
Employers pointed out the following strong aspects of graduates' training:

— good adaptability to new conditions;

— initiative;

— good professional training;

— the organization, communication skills;

— independence;

— ability to build relationships in a team.

14% of employers consider that they are not satisfied with the level of training of graduates, as the
graduates lack practical knowledge.

The level of professional competencies that a graduate received during his/her studies at the higher edu-
cation institution and self-education is the most important indicator of his/her competitiveness in the labor
market. The employers answered positively to the question: "In your opinion, does the level of graduates'
knowledge meet the needs of your company (organization)?" (Figure 4). The absolute majority (91%) of em-
ployers answered that the level of knowledge of graduates fully meets the needs of their organization or
company. Only 2% of respondents consider that the level of knowledge of graduates does not meet the needs
of their organization, and 7% of respondents were unable to answer. These answers allow concluding that
employers are generally satisfied with the level of training of economics graduates in Karaganda region.

As for the analysis of changes in the dynamics of the qualitative level of graduates' training, according
to the answers, most employers note a noticeable increase in the level of graduates' training, especially in
specialties: "finance", "economy" and "state and local government". Thus, 83% of employers note that the
level of graduates' training is "very good", 13% — "good", 3% — "average" and 1% — "low". Employers also
note that every year the level of graduates' training increases and meets the standards and requirements of
their organization (Figure 5).

According to the respondents' answers, the most widely used system for selection of candidates for a
job is as follows: sending a CV — an interview (or testing) — internship — probation period — recruitment. In
most cases, during the selection of candidates for a job, not only knowledge of specialty but also the personal
qualities and skills of graduates are taken into account (Figure 6).

According to respondents, the main general professional skills that a graduate should possess are "good
knowledge of Kazakh, Russian languages", "understanding of business processes and their interrelations in
the organization" and "ability to correctly conduct business negotiations and keep business correspondence".
When choosing the "other" option, employers note professional competence, ability to improvise, desire to
work and study, knowledge of professional disciplines, knowledge of English, analytical skills, and stress
resistance. Employers also note that in many cases, good knowledge of languages enhances prospects for
career and personal growth.

Employers were asked to give the main reasons for employment and employment rejection. Reasons for
employment and employment rejection are presented in Table 1.

Table 1.Employer’s main criteria for employment graduates of higher education institutions

Reasons for employment Reasons for employment rejection
focus on professional and career development; noncompliance with qualification requirements;
stable company in the labor market; failure to pass exams, tests prescribed by law;
compliance with qualification requirements; lack of work experience;
stable salary; lack of vacancies;
interesting work; lack of a diploma;
the successful professional practice of a graduate. slow learning;

insufficient level of professional competencies.
Note — prepared by authors based on the study

Readiness and mechanisms for integrating the labor market with the educational services market are
quite primitive at the moment (Figure 7). The chart shows that the main form of cooperation between organi-
zations and higher education institutions is "professional practice" (73%), while other mechanisms of coop-
eration between higher education institutions and enterprises are underdeveloped.

Afterward, employers were asked the following question: "Are you interested in developing educational
programs and in planning vocational training for young people in professions which are important for your
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enterprise (institution), if yes, in what form?". 87% of respondents answered positively, and 13% of respond-
ents answered "no", noting the lack of free time for developing educational programs and lack of interest in
the development.

To the question "Are you interested in accepting students for professional and pre-graduation practice in
the specialties of your enterprise, institution? Specify the conditions under which (without paying a salary to
students, with partial or full payment, for how long)" respondents unanimously answered positively. They
note that they are ready to accept graduates for training (professional practice and pre-graduation practice)
without pay. Employers noted that the period of practice should last from 20 days to 6 months.

The social partnership between labor market enterprises and higher education institutions is a very effi-
cient organizational and economic mechanism for integrating the labor market with the educational services
market. Respondents gave quite different answers to the question: "In what form of the social partnership are
you ready to cooperate with higher education institutions?". It generally indicates that respondents are al-
ready working in this direction or have thought about it (Figure 8). The distribution of respondents' answers
shows that the main form of social partnership with higher education institutions remains "provision of jobs
for professional and pre-graduation practices" and "information cooperation", which involves placing infor-
mation on their resources (in the organization and at the university), banner exchange, etc.

In conclusion, employers were asked to give in a free form any additional wishes and remarks regarding
the quality of personnel training at higher education institutions. The majority of respondents (98%) an-
swered that they did not have any remarks and wished success in personnel training, further development,
and prosperity of higher education institutions. 2% of employers noted that graduates lacked practical expe-
rience.

Discussion

As the analysis of respondents' answers showed, in the region, there is a need for specialists in econom-
ics who are trained at the universities of the region. All respondents are unanimously satisfied with the level
of training of university graduates. This is confirmed by their positive answers. This fact indicates that uni-
versity graduates are in demand in the labor market and show the necessary knowledge.

According to respondents, graduates are selected for employment mostly through interviews or testing.
Competitive interviewing remains one of the most important elements in the selection process. When em-
ploying a graduate, the employer wants to know as much information about the applicant as possible and the
more detailed information its, the easier and faster this graduate can be employed. Different employers are
interested in different professional competencies. Such requirements of employers result in a large number of
different parameters necessary for the description of applicants and their requirements.

Representatives of the enterprises and organizations of different branches — state organizations, manu-
facture, services sectors, wholesale and retail trade, tourism, agriculture took part in the study, but despite the
difference of types of the enterprises, their spheres of activity and corporate cultures, the requirements to
employees are surprisingly similar.

According to the respondents, the fundamental competencies that a graduate should have are:

— general professional competencies: understanding of business processes of enterprises and their inter-
relations; ability to correctly keep business correspondence, prepare reports, presentations, and other docu-
ments;

— communication competencies: the ability to present a produced product or service; the ability to ex-
press the ideas clearly; the ability to conduct negotiations;

— analytical competencies: systematic thinking, analytical thinking, ability to learn quickly;

— innovative competencies: the vision of new opportunities; ability to generate new ideas, initiative, in-
dependence;

— behavioral characteristics: responsibility, discipline; ability to use time effectively, ability to work in a
team and achieve collective goals.

As determining reasons for rejecting the employment of graduates, the respondents also mentioned high
salary expectations and the lack of professional experience. Respondents noted that the following forms of
university interaction with organizations, institutions, enterprises were the most preferable: organization and
implementation of all types of practices; they showed little willingness to participate in the joint development
of educational programs and low interest of employees of the organization in the educational process (as
teachers).
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Conclusions

Thus, based on the results of the study, it is possible to give the following recommendations:

— for analyzing the labor market for its development trends, it is necessary to track changes in employ-
ers' requirements to candidates. This will make it possible to identify permanent requirements that change
over time and orient training towards meeting these requirements, first and foremost;

— to design educational programs taking into account practice-oriented parameters;

— to improve the organization of students' professional practice following the new recommendations of
the Ministry of Education and Science of the Republic of Kazakhstan;

— to carry out a systematic analysis of the results of all types of professional practice, to improve its ef-
fectiveness;

— to strengthen links with the business community, to develop social partnership;

— to increase the interest of employers in creating various mechanisms of cooperation between the high-
er education institution and enterprises. As foreign practice shows, one of the effective tools is tax benefits or
financial assistance to employers who employ graduates. Such a measure is widely used in France, Poland,
the Czech Republic, and Singapore;

— to step-by-step create new organizational structures aimed at developing general and professional
competencies of graduates.
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Kaparanasl aiiMaFbIHIAFbI 9KOHOMHKAJIBIK MAMAHABIKTAD
TYJIEKTepiHe )KyMbIC OepyuIiiepaiH KAHAFATTAHYBIH 3epTTey

Anoamna

Maxcamui: Kazipri oleyMeTTiK-9KOHOMUKAIBIK JKaFAaiiapja YHUBEPCUTET TYJIEKTEPIH JKYMBICKA OPHAJIACTBIPY
MIHIETTEpIH IIENTy >KOFapbl OKY OPHBIHBIH OiiM Oepy KyheciHe HWHTerpalusiiaHFaH, KOFaMHBIH Ka3ipri 3aMaHFbI
JKaFqaiapelHa caii KeJICTIH TYJIEKTEepAi JKYMBICKA OpHANACTHIPYFa KOpIeMIECY KYHECiH KYpy >KOHE KYMBIC icTey
ToCUIIepiH, YHBIMIACTHIPYIIBUIBIK JKOHE SICTEMEIIK KaFuaanapbld a3ipyeyai tanan ereai. JKorapsr 6inim Oepy xyieci
MEH eHOEK HaphIFbl ©3apa iC-KMMBIIBIHBIH )KaHa TETIKTEPIiH a3ipiiey KaxerT.

Ooici: EnOex HapbIFbIHIa Oocekere KaOUIETTINKTI KaMTaMachl3 eTy yIniH OiTipymn wne Oonysl THIC
KY3BIPETTUTIKTEP/l aHBIKTAy MaKcaThIHJIA MaKalala aBToOpJap >KYMBIC OepylIiyiepAiH SKOHOMHKAJBIK MaMaHIBIKTap
TYJICKTEPiHIH KaHaraTTaHyblHA MapKETHHITIK 3€PTTEy >KOHE CHOCK HapbIFbIHA Ka)KETTI KY3BIPETTUIKTEpre aHbIKTay
xyprisred. Cayannama KaparaHab! KanacblHia MEMIJICKETTIK KSCIITOPBIHAAP MEH OM3HEC KYPBUIBIMAAP/BIH OacIiblLiapbl
apachlHIa OTKI3iNTeH. Penpe3eHTaTUBTINIK MakcaThIHIA cayalHaMa SKOHOMWKAIBIK MaMaHIBIKTapIbIH TYJIEKTEpiHe
KaTbICTBI OO0JIIbI, cebebi >KEeTeKIi KOFapbl OKYy OpHBIHAApHIHIA OiliM Oepy KbI3METiHIH JKaumbl OaFbITBHl - Oy
9KOHOMHMKAJTBIK OCHiHIEeT1 MaMaHIBIKTap.

Kopuimeinoei:  Makanaga aBTOpyiap JKOFaphl OKY OpBIHAAPBIHBIH  SKOHOMHUCT-TYJIEKTEPIH  >KYMBICKA
OpHAJNACTBIPYIBIH aNMaKTBIK epeKIIeNnikTepiH kepceTkeH. CoHbpIMeH Oipre, OumiM Oepy KbI3BMETTEpiH caThIll aly
NIPOLIECIH/IEC AJIBIHFAH KY3bIpETTEep eHOCK HAPBIFBIHBIH KQXKETTUTIKTEPiH KaHaFaTTaHABIPYHI KEpeK.

Tyorcoipimoama: 3epTTey HOTWKenepi OOWbIHIIA eHOEK HapblFbl MeH OuriM Oepy KbI3MeTTepi HapbIFbIH
MHTETpalsUIayAbIH KaHa YHBIMABIK-)KOHOMHUKAJIBIK TETIKTEPIH a3ipiey OoMbIHIIA ToXIpUOEIiK YChIHBICTAp OepiireH.

Kinm ces0ep: eHOEK HapBIFbL, )KOFaphl OITIM Oepy KbI3METTepi HapbIFbl, TYJCKTIH KY3bIPETi, CHOEK HapbIFbIHBIH
KaXKETTUIri, eHOEeK HapBIFBIHBIH CYPAaHBICHI, JKOFapbl OLTIM Oepy KbI3METTEpi HapBIFBIHBIH YCBIHBICHI, TYJEKTEp.i
KYMBICKA OPHANACTHIPY.
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HccaenoBanme YA0BJECTBOPECHHOCTH paﬁOTOILaTeJ’leﬁ Kaparanzumcxoro
peruoHa BbINIYyCKHUKAMH 3KOHOMMYE€CKHUX CHenUaJIbHOCTEH

Annomauyusn

I]ens: B cOBpeMEHHBIX COIMAIbHO-3KOHOMHUYECKUX YCIOBUAX PEHICHHUE 33/1a4H TPYIOYCTPOMCTBA BBHIITYCKHUKOB
YHHUBEpCHTETa TPpeOyeT BEIPAOOTKH MOIXO0I0B, OPTaHU3AIMOHHBIX M METOAMYECKIX NMPHHINIIOB CO3MaHUA M (YHKIIHO-
HUPOBAHHS CHCTEMBI COIACHCTBUS TPYAOYCTPOICTBY BBITYCKHHKOB, HHTETPUPOBAHHON B CHCTEMY OOpa3oBaHUS BY3a,
aZIeKBaTHOW COBPEMEHHBIM YCIOBHUAM oOmecTBa. HeoOxonnma pa3paboTka HOBBIX MEXaHH3MOB B3aMMOJEHCTBHS CHC-
TEMBI BBICIIIETO 00pa30BaHMs U PhIHKA TPYAA.

Memoowi: C nienpio onpeaencHuss Habopa KOMIIETSHITHA, KOTOPBIMH JTOJKEH 00JaaTh BBHITYCKHUK I obecrie-
YEeHUsI KOHKYPEHTOCIIOCOOHOCTH Ha PBIHKE TPYAA, B CTaThe aBTOPAMHU OBUIO MPOBEACHO MAPKETHHIOBOE HCCIICIOBAHUE
YAOBJIETBOPECHHOCTH paboToOmaTeNeii BHIMTYCKHUKAMH 3KOHOMUYECKHUX CIICIIUAFHOCTCH W BBISBICHHE KOMIICTCHIIHIA,
HEOOXOIUMBIX PHIHKY Tpyaa. Ompoc OBLT MPOBEICH CPelu PYKOBOIUTEICH rOCy1apCTBEHHBIX IPEANIPUITHI U OM3HEC-
cTpykTyp B T. Kaparanme. B mensx penpe3eHTaTUBHOCTH OMPOC KAacalCs BBIMTYCKHHKOB YKOHOMHYECKUX CIEIUATBHO-
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CTCH, MIOCKOJBKY B BEIyIIUX By3ax I. Kaparanasl o0mas HanpaBICHHOCTh 00Pa30BaTENBHBIX YCIYT — 3TO CHCIHANb-
HOCTHU SKOHOMHUYECKOTO MPODUIIS.

Pezynomamei: B craThe aBTOpaMM IOKa3aHa peTHOHANbHAs CIeNU(pUKa TPYIOYCTPOHCTBAa BBITYCKHHKOB-
SKOHOMICTOB BBICHINX Y4eOHBIX 3aBemeHuil. Ilpn 3ToM momydaemple KOMIETEHIIMH B IPOIECCE MOKYIKH 00pa3oBa-
TENBHOM YCIYTH JOJKHBI yIOBICTBOPSITE NOTPEOHOCTH PBHIHKA TPYIA.

Buigoowi: Tlo pesynbraTaM MCCIETOBaHHUS JaHBI MIPAKTHYCCKIE PEKOMEHIAIMH MO Pa3paboTKe HOBBIX OpraHH3a-
IIHOHHO-?)KOHOMHYECKIX MEXaHH3MOB HHTETPAIMY PhIHKA TPYAa U PEIHKAa 00pa30BaTEIbHBIX YCIIYT.

Kniouegvie cnosa: peIHOK TPYZa, PHIHOK YCIYT BBICHIETO 0Opa30BaHUs, KOMIIETCHIINH BBITYCKHHUKA, TOTPEOHOCTD
PBIHKaA TpY[a, CIIPOC PBIHKA TPY/a, MPEIOKEHNE PHIHKA YCIIYT BBICIIETO 00pa3oBaHus, TPYA0YCTPOICTRO.
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Abstract

Object: The aim of the article is to develop theoretical principles that reveal the content , functions and role of
sovereign credit ratings in the financial market, justify the transformation of methodological approaches to determining
sovereign ratings in times of crisis, and develop recommendations regarding the regulation of rating agencies in
Ukraine.

Methods: The methodological basis of the article was the provisions of general economic theory, a systematic
approach, a trend-based forecasting method, analytical alignment methods, and a statistical method.

Findings: As a result of the study , it was found that if a country is assigned a speculative level rating, most of the
capital flows into short-term speculative operations. High riskiness, micro and macroeconomic uncertainty, and limited
opportunities for the state to influence the economic environment and processes in the country and market participants
create an ideal environment for speculative capital movement.

Conclusions: A certain flow of fuse I capi t ala of the real sector in spe kulyativny sector - due to growing risks
and the cost of capital is the use of modern tools of business and making financial and economic decisions. Reduce the
risks of investors and improve the investment attractiveness are designed such innovative systems and those hnologii as
the financial cont ling , value-orientations annoe management, financial co m munikatsii, modern methods of
assessment ki credit risks , and the like. Them practical advice in complex e with makroe to nomic reforms in the
country will help to improve the ratings of our state as a whole and individual economic entities, create favorable
conditions for the inflow of capital into the real economy.

Keywords: sovereign ratings, corporate sector of the economy, credit and investment ratings, speculative ratings,
capital.

Introduction

Credit rating industry formation is caused by informational asymmetry on the financial market and the
general interest in financial information converting into a simple and clear debtors creditworthiness assess-
ment — a credit rating. For example, in the USA the practice of assigning credit ratings to issuers of debt ob-
ligations has been going on for more than a hundred years, while the Ukrainian market of credit rating ser-
vices has been developing only for the last two decades.

The main reasons for the rapid development of the global rating market are: acceleration of economic
and financial globalization, which led to the standardization of risk factors and the need to create an adequate
tool for managing the investment portfolio; capital market regulation, including financial crises; development
of information and communication technologies that facilitate the rating process.

The purpose of the article is to develop theoretical provisions that reveal the content, functions and role
of sovereign credit ratings on the financial market, justify methodological approaches transformation to de-
termining sovereign ratings in times of crisis and make recommendations regarding the regulation of rating
agencies in Ukraine.

Literature Review

The theoretical and methodological basis of the article are publications of foreign and Ukrainian au-
thors, the provisions of general economic theory, a systematic approach to studying the functioning of the
market for credit rating services. The crises of the 90s led to significant transformation in the methodology
for determining sovereign ratings: conditional debts (for example, government guarantees) and international
liquidity were central to the sovereign default risk assessment; the concept of “selective default” was formu-
lated, approaches to determining the non-payment probability of domestic debt in local currency to foreign
public debt in foreign currency were revised. Key parameters of the rating methodology, those are rating
horizon (short-term, long-term); definition of an event; rating structure (determination of key factors, its de-
termining and quantitative risk assessments); practice of rating revision (credit warnings and forecasts);

Cepusi «9koHomuka». Ne 2(98)/2020 25



E.A. Borzenko

standardized assessment using a rating scale; creation of a formalized model of the object of assessment are
revealed. Requirements for the rating methodology (transparency, accessibility), the same approach to issu-
ers of the same category are a constant adjustment caused by new economic realities.

A review of sovereign (credit) ratings dynamics of Ukraine indicates that the country is often in a pre-
default state. The investment environment is characterized by a maximum level of risk. A “Ca” rating
(Moody's) means not just speculative, but an ultrahigh speculative level with a high probability of default.
The end of I quarter 2015 was characterized by the lowest rating among nearly 140 countries. The specified
rating class signals that due to a set of adverse factors, investors who invest in Ukraine run the risk of incur-
ring losses. Among the reasons for the high investments risks, Moody's analysts highlight serious geopoliti-
cal risks, as well as the likelihood of large losses by external private lenders due to government plans to re-
structure eurobonds. The negative outlook reflects Moody's expectations that external and public debt levels
will remain very high, despite debt restructuring and reform envisaged.

High risk, micro- and macroeconomic uncertainty, limited opportunities for the state to influence the
economic environment, the processes in the country and market participants these all create an ideal envi-
ronment for speculative capital movement. The nature of speculative transactions is explained by the orienta-
tion toward situational benefit from price fluctuations in the value of assets, combined with excessive dis-
proportionality of volumes and velocity of circulation of financial and real capital (Korneev, 2008). The ef-
fect of crowding out capital from the real sector to the area of speculative operations can be logically ex-
plained over high risks in coordination with the local market. In such a situation, investors will make deci-
sions on investing only on condition of obtaining super-profits. So, we have a circle: high risks and instabil-
ity stimulate the crowding out of capital into speculative operations, and, in turn, the growth of the specula-
tive sector puts additional pressure on the economy, which leads to deepening crisis processes.

To the functions of credit ratings on the financial market belong:

— overcoming the information asymmetry of the financial market to make investment decisions and en-
suring the investor's right to receive reasonable independent information about the creditworthiness of the
borrower;

— resolution of principal-agent problems and credit risks monitoring in the term of managing investment
portfolios and risk level regulation of capital investment and bank reserves regulation to cover loan losses;

—access to the stock, credit and deposit markets by setting the cut-off level in the form of a minimum
rating, capital requirements for credit institutions;

— ensuring information security in order to achieve transparency and validity of decision-making mech-
anisms at all levels of the banking system, including the development of internal banking risk control and
management systems;

— conditions optimization for attracting global capital to national financial markets.

The principles of rating agencies activity are:

— independence of ratings;

— publicity (availability) of analytical evaluation criteria;

— collegial decision-making procedures;

— interactivity;

— confidentiality;

— use of rating scales;

— continuous monitoring of issuer default probability;

— development of methodology.

Undoubtedly, the expected rate of return on capital invested in a risky environment should compensate
risks. At the same time, in the case of a pre-default sovereign rating, quantitative risk assessments require a risk
premium, the size of which will be much larger than the real sector of the economy can provide. So, a dilemma
arises for investors: withdraw capital from a sector that does not provide a rate of return corresponding to a risk
premium, or suffer economic losses in the form of the difference between the expected risk premium and actual
financial results. We study the causal relationship of the risks of sovereign ratings, interest rates and capital mi-
gration from the real sector to the speculative. According to the traditional approach, the expected rate of return
on capital invested in an enterprise depends on the risk-free (base) interest rate, the market average risk premi-
um and the systematic risk of investing in a particular asset (beta factor). Since enterprises use both their own
and borrowed capital to finance their activities, the weighted average rate of return on capital (WACC) is calcu-
lated to determine the total price of capital. The indicated interest rates serve as the basis for calculating the dis-
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count rate, which is an important calculation parameter for evaluating the effectiveness of investments, deter-
mining the fair value of assets and evaluating the value of a business. The country's sovereign ratings directly
affect both the local risk-free interest rate and the average rate of return on the local market. Moreover, in dif-
ferent countries, the financial crisis may vary in their effect on interest rates. According to the results of KPMG
research (KPMG - an international consulting company) in developed countries there is a tendency to increase
market risk premium during the financial crisis (MRP). At the same time, the risk-free (basic) rate of return is
somewhat reduced (KPMG, 2013). And states with low ratings are characterized by a significant increase in the
latter. Risk-free financial instruments are characterized by the absence of default risks, currency risks and any
other threats of losses by the investor. Since such instruments do not exist in nature, in practice they use returns
on “quasi-risk-free” investments, which mainly include investments in government debt obligations. It should
be understood that a risk-free rate of return does not mean a simple fixation of the current rate of return on gov-
ernment bonds. For this, a complex set of calculations is used, which provides for smoothing rates and analyz-
ing the curve of the structure of interest rates for a certain period. One of the ways to determine the risk-free
rate of return in countries with developed stock markets is using the Svenson method, which takes into account
the complex relationships between the spot rate and the period of circulation of financial instruments
(Svensson, 1995). This method is widely used by central banks of many countries to establish the base interest
rate, however, due to the lack of reliable information to determine the local risk-free rate for Ukraine, this
method is unacceptable today.

Methods

The influence of a country's sovereign ratings on a risk-free interest rate is carried out through the so-
called country risk premium (CRP). Thus, the yield on government obligations within emerging markets is
consisted of two components: the global risk-free rate and the country's risk premium. In the case of pre-
default ratings, the risk-free financial instruments issued by it are practically absent, since the country's risk
premium is extremely high. So, the base interest rate can grow to a level that exceeds the yield on some cor-
porate securities. This thesis can be confirmed by the dynamics of the discount rate of the National Bank of
Ukraine, which during 2014 - 2015 was revised five times and grew more than 4.6 times. As in April 2015,
the discount rate, which is the base interest rate for other NBU interest rates and refered to the currency
price, and in some cases for a risk-free rate, has been increased to 30% (NBU, 2016). For comparison: in the
euro area, the base interest rate during the 2009—2011 debt crisis reached its historical minimum at that time -
0.12%. At the same time, from January 1, 2013 the ECB introduced the establishment of a negative account-
ing interest rate, which since 2015 has been 0.83%. In the USA, the interest rate since the end of 2008 is also
at a historic low (0.25%) level (Trading economics, 2019). The catastrophic situation with sovereign ratings
and interest rates in Ukraine is caused by the presence of a complete set of risks on emerging markets de-
scribed by T. Copeland and J. Murrin. These are high inflation, macroeconomic instability, increased state
control over capital, political risks, the threat of military conflicts and civil unrest, changes in government
regulation, a low culture of contractual relations, poor investor protection, and corruption (Copeland, Koller,
Murrin, 2007). It is clear that under such circumstances, the calculation of the objective local risk-free rate
loses its sence. As A. Tereshchenko points out, one of the points to solve this problem is to use the so-called
global risk-free rate in the calculation of capital costs (Tereshchenko, Babiak, 2013). According to various
estimates, its value ranges from 3 to 4%. The application of this rate avoids the drawback that is widespread
in theory and practice - double risk accounting when assessing the cost of capital invested in the local market
(the market risk premium includes the global risk premium for developed countries and the country's addi-
tional risk premium) (Tereshchenko, 2010). At the same time, the global risk-free rate solves the information
lack problem and the problem of interest rates base calculating for emerging market countries that are in the
acute phase of the financial crisis.

Another important parameter for determining capital costs, which substantially depends on the country's
sovereign rating, is the market average rate of return. It is clear that high risks directly affect the risk premi-
um expected by investors. The average risk premium consists of a risk premium on developed markets
(global risk premium) and a risk premium for investments in a certain country. As already noted, the second
component is most sensitive to the level of sovereign ratings.

At the beginning of 2015, Ukraine's ratings fell to historic low level, respectively, the risk premium
reached a maximum of 15%. Taking into account the risk premium for countries with a developed stock
market and minimal default risk (AAA rating), the market premium for investment risk in Ukraine has be-
come 20.75%. It is worth noting that the given values of the risk premium are estimated in US dollars. If they
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are broadcast in hryvnia equivalent (adjusted for inflation in Ukraine and the USA), we will get even higher
risk premium values.

In addition, rational investing calculation takes into account the risk-free interest rate and the risks of
investing in a particular asset (enterprise). For example, if the global risk-free rate is 3.5%, and the systemat-
ic risk of investments (beta factor) into the enterprise (or an asset) is 1.5, then, if you use the CAPM model,
the rate of return, which will compensate overall risks of the investor, will be 34, 6% in US dollars. It is clear
that the yield in hryvnia equivalent depends on the inflation rate in Ukraine, therefore, significantly exceeds
its normalized rate. So, if in March 2015, compared to the same period of 2014, inflation in Ukraine amount-
ed to 45.8%, and in the United States - about 1.5%, then as a result of the transformation of interest rates tak-
ing into account the level of inflation, we obtain the required rate of return at the level of 64 % in hryvnias.

With high risks and, accordingly, a high discount rate, most investment projects in the real sector of the
economy become unprofitable. Another negative consequence of high risks and low sovereign ratings is a
decrease in the value of assets located in the country. In addition, the value of corporate enterprises as a
business asset is significantly reduced. So, low sovereign ratings indicate the inexpediency of investing in
industrial investments, fixed assets and enterprises on the local market.

Large financing risks can be justified only if it is possible to obtain super-profits. In the case of Ukraine
(subject to systematic risks at the level of 1.5), the required return should exceed 34.6% in US dollars or 64%
in hryvnias. For comparison: in developed countries it averages 8-12%. Taking into account the level of
risks, investments into the manufacturing sector are not able to ensure the economic return on investment.
Therefore, capital investments are frozen, and investments are made only in the most speculative operations
with signs of a shadow economy.

Results

In the case of limited opportunities, government policy should be aimed at localizing the reasons for the
declining sovereign ratings, so that it will be possible to reduce the largest component of high interest rates -
a premium for country risk. We emphasize that a sovereign rating is derived from the level of risks, budget
revenues and expenses, monetary policy, the state debt burden, the geopolitical situation, other factors of the
state financial stability and the ability of the government and business entities to fulfill their obligations. In
other words, it is not the credit rating that affects macroeconomic indicators and the level of risks, but vice
versa. While working on raising the country's sovereign ratings, the main efforts should be directed on such
risk generators as corruption, macroeconomic instability, low level of investors rights protection, frequent
changes in the government regulation. The introduction of anti-crisis management elements is an adequate
response of the corporate sector to modern challenges, in particular, risk management systems and anti-crisis
financial controlling tools (Tereshchenko, 2004). We are talking about the need to introduce effective risk
neutralization systems at enterprises, including those that have macroeconomic roots, which will reduce the
risks of investing in the corporate sector compared to government financial instruments.

Another way to mitigate the factors of rapid growth in interest rates is to reduce the information asym-
metry at both the macro and microeconomic levels. This refers primarily to the reduction of information risks
of investors. This is a complex issue, that include ensuring transparency in the economic government activi-
ties, predictability of changes in regulatory legal acts, regulating business activities, implementing corporate
governance principles (the key of which is openness of management to investors) at the level of business
entities.

From a theoretical point of view, the reduction of the risks of investing capital in enterprises, and, con-
sequently, the provision of investments in the real sector of the Ukrainian economy will be achieved if cor-
porate finance carries out pricing and information functions. As A. Krysovaty, V. Fedosov, and N.
Ryazanova prove, these functions are closely related: there are many examples when a company ended in
capital losses, bankruptcy, and losses, the main reason for which was the distortion of primary data on corpo-
rate finances. The availability of proper financial and economic information and its effective exchange is a
condition for the sustainable development of the corporation. Only if the uncertainty of economic relations is
reduced, the latter can minimize or even completely eliminate the risks in its activities (Krysovaty, Fedosov,
Ryazanov, 2013). Given the above, we believe that in the conditions of low sovereign ratings of Ukraine, the
implementation of the latest technologies, financial decision-making and risk management can contribute to
the solution of the task of raising capital by domestic enterprises. These technologies should be aimed at re-
ducing the information asymmetry between investors and enterprises, as well as at ensuring the pricing inter-
ests of investors. One of the innovative tools to ensure the implementation of the pricing function of corpo-
rate finance is a value-oriented management system (VBM). The application of this approach to the imple-
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mentation of the financial policies of enterprises can somewhat mitigate the effects of information asymme-
tries between participants of financial relations and neutralize the conflict associated with it (Uhodnikov,
2014). The introduction of this system provides a fundamentally new philosophy of enterprise management,
which includes establishing mutually beneficial relations with all interest groups, social responsibility to so-
ciety and staff, value-oriented responsibility to investors, and the development of a culture of contractual
relations. In combination with other measures, this will help to reduce the risks of investing into corporate
sector and capital costs. On the one hand, the use of innovative methods of financial communication will
contribute to the reduction of informational risks of creditors, and on the other hand, the assessment of cre-
ditworthiness and investment attractiveness of enterprises. The definition of credit risks should be based on
empirical data on borrowers default statistics and on internal rating principles (Damodaran, 2010). The tran-
sition to a rating system for assessing credit risks will make it possible to harmonize technologies aimed at
information asymmetry reducing and, therefore, reduce risks and interest rates. Another area of
implementation of the corporate finance information function is the introduction of financial communication
tools for enterprises to find potential investors. We are talking about a system for positioning an enterprise
on the capital market as an attractive object for investment.

Conclusion

During the financial and economic crisis, the main parameters used in capital cost calculating are dis-
torted anomalously. Low sovereign ratings and, accordingly, a high risk of default significantly affect the
size and procedure for establishing a risk premium for investments in a certain state. Risk premium largely
determines the level of local interest rates and, consequently, the cost of capital for the corporate sector. The
risk premium directly affects the size of the risk-free (base) interest rate, as well as the average profitability
in a particular local market. Thus, by changing the parameters that form the state’s rating, it is possible to
achieve a reduction in the risk premium for a particular country and at the same time interest rates in it. Giv-
en the interdependence of macro- and microeconomics, influence on the parameters that determine the rat-
ings should be applied by both government bodies and corporate enterprises. In the context of capital costs,
the difference between financial crises in countries with developed stock markets and in countries with de-
veloping markets lies in the nature of changes in interest rates, in particular, the base interest rate: in the first
— it decreases, and in others — it increases on the contrary. High risks and the rate of return on invested capi-
tal determine the displacement of financial resources from the real sector of the economy into speculative
operations. The growth in volumes of the latter turns into a factor of the financial crisis.

Sovereign ratings of a country are formed on the base of factors not controlled by the sovereign gov-
ernment (significant level of debt burden, external military dangers, closure of markets by individual states, a
number of macroeconomic indicators), as well as controlled ones (level of corruption, protection of investor
rights, inflation, most macroeconomic indicators, the quality of state regulation of economic processes). The-
se factors should be focused on reforms that will ultimately contribute to improving the country's sovereign
ratings. The usage of modern tools for doing business and making financial decisions is a definite safeguard
for capital flow from the real sector to the speculative sector due to rising risks and the cost of capital. Such
systems and technologies as financial controlling, value-oriented management, financial communications,
modern methods of assessing credit risks are made to reduce investors' risks and increase investment attrac-
tiveness. Their practical recommendations, combined with macroeconomic reforms in the country, will help
to improve the ratings of our state as a whole and individual business entities, and create favorable condi-
tions for capital inflows into the real sector of the economy.
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E.A. Bop3enko
YxpanHaHBIH ereMeH/li peHTHHITEpi: (paKTOPJIap MeH Kayinrep

Anoamna

Makcamor: MaxamaHbslH MaKcaThl KapKbl HApBIFBIHAAFBl €TEMCHII HECHENIK PEHTHHITEpAiH Ma3MYHBIH,
(GYHKIUSAIApBl MEH DPONIH amaThlH TEOPHSUIBIK epexeNepi NaMbITy, Naraapbic Ke3eHiHIE ereMeHJi peHTHHTTep.i
aHBIKTAYJBIH OICTEMENIIK TICUIIEPIH O3repTyli HETi3/ley JKoHe YKpawmHalarbl PEHTHHITIK areHTTIKTEPIiH KbI3METIH
peTTey OeiriHae YChIHBIMIAP 93ipIiey O0JIbIT TaObLUIa b

O0ici: MaxanaHblH o/liCHAMAJIBIK HETi31 JKaJIlbl SKOHOMHKAJIBIK TEOPHUSHBIH epexerepi, yHemiK Tocii, TpeH.
HeETi31H/e 00JDKay 9JIiCi, aHATUTHKAIIBIK TCHECTIPY 9JIICTepPi, CTATUCTHKAIIBIK diC OOJBIT TaObLIAIEL.

Kopvimeinodei:  3epTTey HOTWKECIHIE €Nre aibllcaTtapiblK JEHreijeri peWTuHrTep OepinreH karpaiina
KalUTaIAbIH Kol Oeiiri KpICKa MEp3iMIl CHUIATTaFbl ANbIICATAPIBIK OINCpallsiiapFa aybICATBIHBI AHBIKTAJIFaH.
ToyekenIUTKTIH KOFaphl OOIYBI, MUKPO JKOHE MaKPO3KOHOMUKAIBIK OCNTICi3/IiK, MEMJICKETTIH SKOHOMHUKAIIBIK OpTara
JKOHE eJJICTi MPOIECTEpre JKOHE HAPBIKKA KATBICYIIBUIAPABIH BIKIAIBIHBIH MICKTEYJ MYMKIHIIKTEPI allbIIICATAPIIBIK
KaIMTaJIbIH KO3FAJIBICHI YIITiH MIiHCi3 OpTa >Kacaiibl.

Tyorcvipvimoama: KanmuTanaslH HAKThI CEKTOPIaH aJbITICATaPIIBbIK CEKTOPFa aFyBIHBIH OSNTifi Oip caKTaHIBIPFBIIIBI
— TOyeKeJNIEepIiH oCyi MEH KamuTal KYHBIHBIH CaJgapblHaH OW3HECTI JKYPTi3yIiH >KOHE Kap>KbI-DKOHOMHKAIIBIK
menriMaepai  KaObUIAayaslH Ka3ipri 3aMaHfbl KypalJapblH TaiganaHy OoJelll  TaOblIaabl. MHBeCTOpIapabIH
TOyeKeNAepiH a3aiiTyra >KOHE HHBECTHIWSIIBIK TAPTHIMABUIBIKTBI apTTHIPyFa Kap)KbUIBIK Oaxpliay, KYHABUIBIKTHI-
OarapyianraH 6ackapy, KapKbUIBIK KOMMYHUKaLUsUIap, KPeIUTTIK TayeKeaepai OaratayIslH Ka3ipri 3aMaHFbI 9/1icTepi
OHE T.0. CHSKTHI MHHOBAIMSIIBIK XKYHEJep MCH TEXHOJIOTHsIIap OarbiTTaiFad. OnapAbly ejaeri MaKpOIKOHOMUKAIBIK
pedopmaapMeH KeIIeHII NPaKTUKAIBIK YCBHIHBICTAphl Oi3/1iH MEMIICKETIMI3IIH J>KOHE MIapyallbUIBIK IKYPTi3yIiH
KCKEIIeTeH CYOBEKTINCpiHIH PEeHTHHITEPIH KaKcapTyFa KOMEKTECE i, IKOHOMUKAHBIH HAKTHl CCKTOPBIHA KAITHTAJIBIH
KeJyl YIIIH KOJaWIbI KaFaai xacanapl.

Kinm ce30ep: ereMeHIl pEUTHHITEp, IKOHOMHKAHBIH KOPIIOPATHBTIK CEKTOPHI, KPEAMTTIK-MHBECTHUIIHSIIBIK
PEUTHHITED, aJbITICATAPIIBIK PEUTHHTTED, KalUTAal.
E.A. bop3enko
CyBepeHHbIe PeTHHTH YKPauHbI: GaKTOPbl U PUCKH

Annomauusn
I]env: 1enblo CTaThU SBIACTCS PA3BUTHUE TCOPSTUICCKUX IMOJIOKEHHM, PACKPHIBAIOIIUX COJCPKAHUC, (DYHKIUU H
POJIb CYBEPCHHBIX KPEAUTHBIX PEUTHHIOB Ha ()MHAHCOBOM PBIHKE, 000CHOBaHUE TpaHC(HOPMAIIMHA METOUYCCKUX TIOA-
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XOJIOB K OTNPEICICHUI0 CYBEPCHHBIX PCUTUHIOB B TICPUOJ KPU3UCA U BHIPAOOTKA PEKOMEHAALUI B YACTH PEryIHPOBa-
HUS AESITETbHOCTH PEUTUHIOBBIX areHTCTB B Y KpauHe.

Memoovi: MeTonoJIOTHIecKOi OCHOBOM CTaThU MOCITY KHIIN MOJIOKEHUS 001el YKOHOMHYECKON TEOPHH, CHCTEM-
HBIA TIOAXOJI, METOJ] TIPOTHO3UPOBAHMUS Ha OCHOBE TPEHIA, METOABI aHAIUTHYECKOTO BBHIPAaBHUBAHUS, CTATHCTUICCKUN
METOS.

Peszyromamei: B pe3ynpraTe McciaeI0BaHNSA YCTaHOBICHO, YTO B CIIydae MPUCBOSHUS CTpaHE PEHTHHTOB CIEKYJI-
TUBHOTO ypPOBHS OOJIBIIAsl 9acTh KalWTalla MIePEeTEeKaeT B CHEKYJIATHBHBIC OMEPAlldi KPATKOCPOYHOTO XapakTrepa. BrI-
COKasi pUCKOBAaHHOCTh, MHUKPO- M MaKpOSKOHOMHYECKas HEONPEICICHHOCTh, OTPaHNYEHHBIE BO3MOXKHOCTH BIHSHUS
rocy/apcTBa Ha IKOHOMUYECKYIO CpeJly U Ha MPOLECCH B CTPAHE U YYACTHUKOB PHIHKA CO3JAI0T UACaIbHYIO Cpeny I
JIBIKEHUS! CIIEKYJIITUBHOTO KamuTala.

Buigoowvr: OnpeneneHHBIM TPEIOXPAHUTENIEM MEPETCKaHUS KaluTalla W3 PEaJbHOTO CEKTOpa B CHCKYJISTHBHBIN
CEKTOp, BCJEJICTBUE POCTa PUCKOB U CTOMMOCTH KamuTaja, SBJSIOTCS UCIHOJIb30BAaHUE COBPEMEHHBIX MHCTPYMEHTOB
BeJICHUS OW3HECa U MPHUHATHE (PUHAHCOBO-3KOHOMUYCCKUX PEIICHUI. Y MEHBIIUTh PUCKH WHBECTOPOB U MTOBBICUTH HH-
BECTHIIMOHHYIO TIPUBJICKATEIIEHOCTh MIPU3BAHBI TAKHE WHHOBAIIMOHHBIC CHCTEMBI U TEXHOJIOTHH, KaK ()MHAHCOBBIH KOH-
TPOJUTHHT, [IEHHOCTHO-OPUEHTHPOBAHHOE YIIpaBleHHE, (PMHAHCOBBIE KOMMYHHKAIIHH, COBPEMEHHBIE METOABI OIICHKH
KPEIUTHBIX PHUCKOB M T.I. X mpakTH4eckne peKOMEHIAIlMd B KOMIUIEKCE C MaKpOIKOHOMHUYECKHMH pedopMaMu B
CTpaHe MMOMOTY YIyUIIUTh PEHTHHTH HAIIETo TOCYIapCTBa B IIEJIOM M OTHACIBHBIX CyOBEKTOB XO3SMCTBOBAHMS, CO3/a-
JIyT OJArOTIPHSITHRIC YCIOBUS IS IPUTOKA KAIIMTANIA B PEaIbHBINH CEKTOP YKOHOMHUKH.

Knouesvie crnosa: cyBepeHHbIE PEHTHHTH, KOPIIOPATUBHBIN CEKTOP YKOHOMHKH, KPeIUTHO-HHBECTHIIMOHHEIE peii-
TUHTH, CTIEKYJIATUBHBIC PEHTHHTHY, KallUTAal.
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The effectiveness analysis of the university-business interaction institutional
mechanism and recommendations for its improvement

Abstract

Object: The purpose of this study is to provide justification of Business Interaction Centers on the basis of organi-
sational models, determine its functions, tasks and indicators for evaluating its work for different types of universities,
taking into account business interests ensuring direct and most active participation of the business community in per-
formance of educational, scientific and entrepreneurial functions of the university.

Methods: The methods are content, comparative, retrospective types of analysis.

Findings: The article includes the results of analysis of the effectiveness of university-business interaction in Ka-
zakhstan, based on the Matrix of characteristics of the UBI institutional mechanism and the profile of an entrepreneurial
university, which has found that formally all universities have required departments for interacting with business for
entrepreneurial, educational and scientific activities, but the majority of the universities studied do not have a integrated
center for interaction with business.

Conclusions: Increasing the effectiveness of interaction with business, universities are required to make changes
to their organizational structure and create the integrated unit for interaction — the Business Interaction Centre.

Keywords: institutional mechanism, Business Interaction Centre, university-business interaction, entrepreneurial
university, functions of Business Interaction Centre, forms of interaction, organizational model, organizational struc-
ture.

Introduction

Kazakhstan is on the verge of fundamental changes in the higher education system related to the adop-
tion of the Law of the Republic of Kazakhstan “About amendments and additions to some legislative acts of
the Republic of Kazakhstan on the expansion of academic and administrative autonomy of Higher Education
Institutions”. These changes ensure to move to a new level of reforming the higher education system making
it more open for interaction and adaptive to challenges, respond to rapidly changing demands of the business
and economy, give new opportunities for development of a strategic partnership between business and uni-
versities. Also it has launched processes reducing the state’s role and strengthening the market mechanisms,
when universities work in the labor market, the educational services market, the scientific and technical
products and services market (Belash et al., 2012) and the innovative products and services market. The uni-
versities have to meet demand generated by the economy and business with quality supply of graduates,
basic and supplementary educational programs, research and innovative products and services. The universi-
ties face the most important challenge - their inability to meet demand fully arising in these types of markets.
The negative consequence of this unsatisfied demand is development of infrastructure for transfer of
knowledge and technology outside the higher education system. The development of the markets of supple-
mentary and business education, and consulting is due to the growing demand for human resources training
with additional skills, for new management technologies and applied research in the competitive environ-
ment. These services are provided by native and international training and consulting companies, research
agencies, training centers and corporate universities. One of the reasons such educational and research struc-
tures existence is universities’ misperception of real business needs. That is why business does not choose
traditional educational institutions expediting the process of transferring competencies at the lowest cost.
Thus, universities have many potential competitors, which take on main universities’ activities forming its
own system of interaction with a business community, promote online and e-learning offering not only spe-
cialized training for their companies, but undergraduate and Master's programs; provide consulting services
and conduct applied research. Taking into account this negative and threatening factor for the system of
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higher professional education the so-called "entrepreneurial universities" (Clark, 1998) become effective in
terms of interaction with the business community. According to B. Clark, the characteristic “entrepreneurial”
includes conscious efforts for “institutional construction,” which provides transformations ensuring the uni-
versity’s competitive advantage in the future. Moreover, these transformations require significant changes in
the organizational structure of the university.

The authors' personal contribution is UBI effectiveness assessment based on analysis of organizational
structures of universities of various types in terms of carrying out entrepreneurial functions in four types of
markets, as well as availability of an integrated unit for managing interaction with different partners such as
business, government agencies and NGOs, on the basis of one of the internal organizational models. Also the
authors justify the necessity of such a unit, determine its functions, a mechanism of its arrangement and spe-
cifics of its work. It may be called Business Interaction Center (hereinafter the Center). The term “interac-
tion” includes all its types from transactional to long-term: participation, contacts, cooperation, collaboration,
relationship. This Center is an integrator for all departments separately interacting with business, creating
conditions to form a n integrated comprehensive programme of university-business interaction (hereinafter
UBI), accumulating all the information to assess the effectiveness of interaction and making decisions about
future directions of this interaction.

The preliminary prerequisite is such a situation that each university has embarked on a transformation
path from traditional to entrepreneurial in conditions of academic capitalism developing, budget financing
reducing, academic and administrative autonomy expansion. The difference is in the stage of the university’s
life cycle and in the archetype of the entrepreneurial university (Bronstein et al., 2014). That is why the de-
sign and construction of organizational structures and departments of the university interacting with busi-
ness, the choice of various forms of interaction, indicators for evaluating the effectiveness of this interaction
will depend on the above-mentioned difference.

The main hypothesis is that provided a university has an integrated unit as a touch point for interacting
with business based on one of the organizational models. It will allow any university to arrange systemic and
long-term relationship with its business community. First of all, a university should become an open system,
and this is the first step to transformation of traditional universities into entrepreneurial-type ones.

Literature Review

The universities, business community and government agencies are interested in aspects of UBIL. The
authors have been interested in researchers’ works reflecting the current situation of UBI institutional mech-
anism. The level of development and forming infrastructure for UBI and forms of interactions are presented
in the works of G. Dutrenit, V. Arza (2010), A.A. Tashkinov (2011), S.V. Shabayeva, A.L. Kekkonen
(2017), D.A. Sitenko (2018), S.K. Kunyazova, A.A. Titkov, S.Zh. Ibraimova (2016). Classifications of inter-
nal organizational models of UBI (centralized/unitary, chaotic/multi-divisional, project/matrix, feder-
al/holding) and their functions are described in works of S.V. Grinenko (2009), T. Vihervaara (2018), F.
Brescia G. Colombo, P. Landoni (2016). The functions of universities traditional (employment, education,
science) and entrepreneurial (entrepreneurship, entrepreneurship-education, entreprencurship-science) are
determined in works of A.O. Grudzinsky, A.B. Bednyi (2004), I.A. Pavlova (2016), G.A. Reznik, M.A.
Kurdova (2017). The extensive literature analysis has shown that main attention is paid to the problems of
transactional relations between universities and businesses in the transfer of technology and commercializa-
tion, the bias towards an accelerated transition to research universities with their low level of socio-economic
results and lower demand for R&D in the industry sector due to its decrease.

Methods

The content, comparative, retrospective types of analysis as study methods have been used for effec-
tiveness of UBI institutional mechanism as an object of the study and availability of the units in the organiza-
tional structure of the universities for UBI in four types of markets via one intermediary-unit as a subject of
the study.

Results

The effectiveness analysis of the UBI institutional mechanism has been conducted with the authors’
matrix of criterions of the UBI institutional mechanism (see Table 1). This matrix reveals the criterions of
channels and forms of UBI via university internal departments interacting with business in different types of
markets and taking part in performance of their traditional and entrepreneurial functions. The matrix has
been made using: 1) Model of the matrix of institutional functions and university’s roles (Pavlova, 2016),
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demonstrating the exceptionality of the entrepreneurial function; 2) classification of higher educational insti-
tutions’ functions during evolvement of innovation-based economy (Reznik and Kurdova, 2017); 3) general
classification of the channels and forms of interaction (Dutrenit et al., 2010), with a focus on bi-directional
channels and long-term interaction intensity, and 4) analysis of publications on the UBI, the most of which
devoted to such topics as creation of spin off (Felili and Rodriguez, 2017), academic entrepreneurship and

joint research (Dima et al., 2017).

Table 1. The matrix of criterions of the UBI institutional mechanism for Kazakhstan universities

Type of | University Possible divisions Channels of . . Interaction
. . . . . Forms of interaction . .
the market function for interaction interaction intensity
Labour Employa- Career and Job Placement Traditional | Job placement Short-term
bility Centre
Education | Education | Chairs, Educational De- Bi- Basis curriculum design Short-term
services partment directional | Basis curriculum delivery Long-term
Chairs, Educational De- Bi- Participation of business in Short-term
partment directional | monitoring the effectiveness
of study (exams, defense) and
education quality assessing
Vocational Education Insti- | Bi- Development and implemen- | Long-term
tute, Worker Profession directional | tation of effective teaching
Training Centre methods (i.e. dual education
programs)
Internships and Mobility Bi- Mobility. Students internships | Medium-
Department directional term
Education- | Supplementary Education Service Personal training, Lifelong Short-term
entrepre- and Advance Training In- learning for businesspeople
neurship stitute/Centre
High School, Chairs, Train- | Bi- Optional curriculum design Short-term
ing Centre directional | and delivery
Resource Centre Bi- Temporary exchange of staff | Short-term
directional | (i.e. mobility of academics to
business and vice versa)
Chairs Commercia | Target training by business Long-term
1 orders
E-Learning and Open Bi- Education environment and Long-term
Online Courses Center directional | Knowledge network
Scientific | Science Research Institute/Centre, Bi- Collaborative or joint R&D Long-term
and tech- Laboratory directional
nical Science- Bi- Contract research Long-term
products/ | entrepre- directional
services neurship Service Consulting to business Short-term
Service Exchange of professional in- Short-term
formation
Innovative | Entrepr- Incubator, Start-up Centre, Commercia | Setting up start-ups and spin- Medium-
products eneurship Accelerator 1 off companies term
and Commercialization and Commercia | Commercialization of R&D Medium-
services Technology Transfer Office | 1 results, Patents and Licensing | term
Scientific-technological Bi- Organizing pilot-industrial Long-term
park directional | and small-scale production
Scientific Science- Science Department Traditional | Conferences, Short-term
publications| education Joint publications
Note - Compiled on the basis of the sources (Pavlova, 2016), (Reznik and Kurdova, 2017), (Dutrenit et al., 2010)

According to the matrix in Table 1, the greatest interest by long-term relationships criterion is interac-
tion via bi-directional channels. These channels provide exchange of knowledge (Dutrenit et al., 2010) and
they prove the education entrepreneurial function comes the first. This is confirmed by fulfillment of the pri-
ority role of universities in stimulating innovation (Christopherson et al., 2014) and accomplishment by uni-
versities of their third mission (Kitagawa et al., 2016). If the choice of the university’s priority functions de-
pends on the economic effect they have impacted, then the university’s activity in commercialization of
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knowledge or multifaceted extra budgetary educational activity gives the greatest economic effect in terms of
the university’s development. The income structure analysis of Western universities has confirmed this fact.
Therefore, when compiling a profile of an entrepreneurial university by its functions, provided that tradition-
al functions are already being implemented as historically established, it is necessary to follow the priority
functions for UBI of Kazakhstan universities: the first priority is educational-entrepreneurial, the second pri-
ority is entrepreneurial and the third priority is scientific-entrepreneurial.

The choice of Kazakhstan’s universities (see Table 2) highlighted in the article for the analysis has been
based on the National ranking of universities 2019. The situation with chosen universities has shown an iden-
tical picture in terms of the formation of organizational structures and units for interacting with business de-
pending on the university’s profile — multidisciplinary, technical, humanitarian-economic.

Table 2. The effectiveness analysis of the UBI institutional mechanism of some Kazakhstan universities

Divisions for interaction in the markets:
. . — Integrated
University . Scientific and . .
Educational ) Innovative products | Interaction
name Labour . technical products .
services . and services Centre
and services
1 2 3 4 5 6
Multidisciplinary
Al-Farabi Ka- | Career and Career and Profession- | Research Institutes | Engineering and Contact
zakh National | Professional al Development Cen- and Centres High Technology centre
University Development | tre, New Educational Cluster, Science and
Centre Technologies Institute Technology Park,
Commercialization
Department
L.N. Gumilyov| Career and Digitalization Compe- | Research Institutes | Commercialization Career and
Eurasian Na- | Business tence Centre, Experi- and Centres Department, Innova- | Business
tional Univer- | Partnership mental Educational tion and Patent Ser- Partnership
sity Department, Programmes Depart- vice Department, Department
Employer ment, Career Guidance Innovation Park,
Council, and Testing Centre, Business Incubator,
Alumni Of- Advance Training and Eurasian Technology
fice Supplementary Educa- Centre
tion Institute
E.A. Buketov | Career and No unit Institutes, Labora- Science and Produc- | Contact
Karaganda Employment tories, Research tion Integration Re- centre
State Universi-| Centre Laboratory gional Centre, Student
ty Design Bureau
M. Auezov Career and High Schools, Research Institutes, | Technology Transfer | Entrepre-
South Kazakh-| Employment | Faculty of E-Learning | Scientific Centres, | Office, neurship
stan State Uni- | Support Cen- Laboratories Student Business and Partner-
versity tre Incubator ship Centre
S.Amanzholov| Centre for Professional and Ad- Economic Re- Technology No unit
East Kazakh- | Marketing, vanced Training Re- search Centre, Na- | Commercialization
stan State Uni-| Career and source Centre, tional Collective Office
versity Employment | Supplementary Voca- Use Laboratory,
tional Education Insti- | Research Centre
tute
Technical
K. Satpayev No infor- Scientific and Educa- Institutes, Commercialization No unit
Kazakh Na- mation tional Centres, Research Institutes, | Department, Con-
tional Tech- Scientific and tract Research Of-
nical Technical Labora- | fice, Techno park,
University tories Joint Ventures, Pro-
duction Laboratory
Almaty Career Centre | Advance Training and | Science Depart- Technology No unit
Technological Retraining, Education- | ment, Research Commercialization
University al and Scientific Cen- Institutes Office, Technoparks
tres
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Continuation of Table 2

1 2 3 4 5 6
Karaganda Career Centre | Career Guidance Cen- | Research Institutes, | Innovation and Entre- | Strategic
State Technicall tre, Laboratories preneurship Depart- | Develop-
University Corporate University, ment, Technology ment and

Training Centre, Commercialization Partnership
Workers Professions Office, Patent and Department
Centre Licensing Department
Humanitarian and economic
Karaganda Strategic De- | Project Resource Cen- | Research Institutes | Commercialization Resource
Economic velopment tre, E-Learning Faculty | and Laboratory, and Technology Center,
University of | Department, Monitoring and Sci- | Transfer Office, Call-centre
Kazpotreb- Resource ence Development | Coworking Centre
soyuz Centre Centre
Almaty Man- | No infor- Higher Schools: Laboratories: Territory Contact
agement Uni- | mation Public Policy and Law, | Neuro marketing, Development Centre | person
versity Business, Management, | Design, Kaizen,
Hospitality Centre Bilim, Fintech
M. Narikbayev| Professional Corporate Develop- No unit Endowment fund Call-centre
KAZGUU Uni-| Practice, Ca- | ment and Career Cen-
versity reer and Em- | tre,
ployment High Schools, Busi-
Office ness School, Hub of
Executive Knowledge,
Legal and Economic
Studies Academy
Note — Compiled by the authors

Table 2 presents the results of websites content analysis of the three profiles of universities in order to
study information about their organizational structures construction for the following: 1) the availability of
units that interact with business in different types of markets via the implementation of their traditional and
entrepreneurial functions, 2) the availability of an integrated unit liable for interaction with business.

In general, the analysis of the universities organizational structures and their divisions interacting with
business has found true of the above mentioned hypothesis that all civilian universities, which work for the
needs of business are entrepreneurial and they have all the necessary infrastructure for implementation of
their entrepreneurial functions.

Traditionally in Kazakhstan, the main form of interaction with business is job placement of graduates
(Borbasova et al., 2019). The employment indicator plays an important and dominate role when checking the
quality of universities and one of the indicators of their activity effectiveness. The focus of these units is
mainly aimed at development, first of all, of technical and professional competencies contributing to the
most effective employment of students, graduates and young professionals.

With regard to educational services, their significance and first priority begun in the world in the nine-
ties of the twentieth century, when problems of organizing mass higher education had manifested in a global
competitive market environment. This trend has led to the understanding that not only science, but also the
educational activities of the university should be transferred. The UBI is on extremely low level in the mar-
ket of complementary education in Kazakhstan. Moreover, this market is highly competitive and it is repre-
sented by training companies and corporate centers offering applied training demanded by business. Instead
of it the universities more focus on the educational needs of students, teachers and applicants.

The interaction of business and universities in the market of scientific and technical products and ser-
vices is mainly carried out through consulting services and contract research. The main indicator is amount
of financing for consulting and contractual work and the information on fulfilling these directions is classi-
fied. In the National Report, the main units which interact with business on research activities are represent-
ed by 130 laboratories (Natsionalnyi doklad, 2019).

The entrepreneurial function of universities in the market of innovative products and services is imple-
mented mainly by commercialization offices, business incubators and technology parks, which are represent-
ed in numbers of 24, 24 and 9, respectively, at the end of 2019 (Natsionalnyi doklad, 2019). Currently, the
universities pay serious attention to development of infrastructure for entrepreneurial activity, especially
youth entrepreneurship through start-up centers (Kunjazova et al., 2016) and the startup community (Sitenko
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et al., 2018) in Kazakhstan. In this regard the organizational structure of Karaganda State Technical Univer-
sity deserves special attention, in which there is a Department of Innovation and Entreprencurship imple-
menting time entrepreneurial activity of the university and interacting with business.

Particular attention in the analysis of organizational structures was given to availability of a unit as an
integrated center for interaction with business. The analysis found the following situations:

1) there is no unit or responsible person for contacts with business;

2) there is a call-center or a contact-center;

3) there is a unit or responsible person for contact with business;

4) there are several units for contact with business in difference directions, but without coordinating
with each other.

The first situation when entrepreneurs simply don’t know who to contact for interaction is typical for
universities which are only embarking on the path of transformation, regardless of their forms of ownership
and legal status. It involves traditional forms such as job fairs, career days, presentations of employing com-
panies and active including business in educational and research processes.

The availability of a call/contact-centre is typical for humanitarian and economic universities. It greatly
facilitates communication processes with the external environment, if an operator prompt responses to re-
quests and he/she has a high level of competence identifying appliers’ needs and making decisions to whom
to redirect their requests.

The most important analysis of the situation with availability of the unit for interaction with business
and their functions. The analysis has found only three universities having such divisions. The first is Career
and Business Partnership Department with traditional forms of interaction such as job placement and student
internships; the second is Entrepreneurship and Partnership Centre with student start-ups; the third is Strate-
gic Development and Partnership Department for strategic partnership with national and international organ-
isations, universities and enterprises. Although the key word in the name of these divisions is “partnership”,
every university has a completely different meaning the main functions of such a division. Additionally, due
to established practices and experience of a particular university none of the existing organizational models
of these units do not reflect in their pure form.

The fourth situation is more typical for the polytechnic and research universities, which are represented
by decentralized structures, where there is no integrated center in the organizational structure, except for Ka-
raganda State Technical University. Interaction with business is carried out both by units responsible for in-
teraction and the teaching staff of departments. This leads to duplication of functions between different de-
partments and struggle for resources. In this case, business representatives are forced to simultaneously
maintain contact with several representatives located in different departments on various issues and at differ-
ent levels, which does not allow to make up an integrated comprehensive UBI programme.

Discussions

Based on the results, the article proposes to highlight a position for an employee responsible for UBI in
one of the existing units, or to create a completely new unit, as an intermediary to coordinate UBI and to plan
an integrated program for this interaction at a higher management level of a faculty or university, taking into
account the existing organizational structure of management, financial capabilities, models of corporate gov-
ernance practice (Brescia et al., 2016). When choosing the organizational model and functions for the Centre,
the following parameters should be taken into account: 1) the archetype of an entrepreneurial university (re-
search-entrepreneurial, technical-entreprencurial, innovative-entrepreneurial, commercial-entrepreneurial)
(Bronstein et al., 2014); 2) the units interacting with business, their functions and placement in the organiza-
tional structure; 3) the stage of the life cycle of an entrepreneurial university; 4) types of business by the
classifications such as small-medium sized and large organisations, sectors focuses, local/ regional/ national/
international geography (Kitagawa et al., 2016); 5) location of the university. The main functions of the Cen-
tre, regardless of the chosen organisational model, are presented in Table 3.

The expert-analytical function is obligatory for the Centre. It consists of analysis and then continuously
monitoring the university’s internal and external environment (Belash et al., 2012), taking into account the
peculiarities of its location and the region needs for which it works, studying the needs in training and scien-
tific and technical services and products of the business community, students and staffs.

The analysis of the internal environment for supporting of universities is carried out for indicators for
three areas: infrastructure, management and employees. The implementation of the expert-analytical function
in the external environment analysis of the university requires close cooperation with their Marketing depart-
ment and it includes a list of market research providing the values of indicators of the markets.
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Table 3. The main functions of the Business Interaction Centre

Tasks | Indicators
Expert-analytical function
University environment monitoring Development of the infrastructure for supporting joint activities,
the quality of material and technical support and the level of de-
velopment of communications; the level of methodological sup-
port and qualifications of employees accompanying activities
Monitoring and analysis of demand for personnel | Needs for specialists, demand for university graduates, satisfac-

and skills, employment of graduates tion with university graduates, vacancies

Monitoring and analysis of products and services | Needs for supplementary training for employees, demand for
education and consulting markets supplementary training and targeted training.

Monitoring and analysis of scientific and tech- Demand for scientific and technical research and development,
nical products and services market satisfaction with scientific and technical services

Organizational function
Creation and maintenance of bases of enterprises | Availability of up-to-date databases
and associations, graduates

Creation of Corporate training centres for train- Number of students enrolled in continuing education programs at
ing of employees in the university the expense of business; number of centers
Direct support of physical facilities Number of practice places and laboratories

Financial-economic function
Conclusion of contracts for targeted training of Proportion of students enrolled based on the results of targeted

specialists admission to study, income

Conclusion of contracts for the organization of Volume and sum of contractual work in the budget of the univer-
supplementary training sity

Commercialization of R&D results Number of patents and licenses, income

Start-ups, spin-offs Number of projects, their financial results

Conclusion of contracts with enterprises for Volume and sum of contractual work in the budget of the univer-
R&D and rendering of consulting services sity

Note — Compiled on the basis of the sources (Belash et al., 2012), (Grinenko, 2009).

The second important function of the Centre is organizational, which is performed in order to expand the
scope of interaction and develop relations with potential partners of the Centre. This involves to organize a
system for registering business contacts and Customer Relationship Management, coordinate the work on ful-
filling orders to provide complete and consistent responses to customer requests for maintaining a positive
image of the university as a reliable and responsible partner for business.

The financial-economic function of the Centre is directly related to the educational-entreprenecurial func-
tion, entrepreneurial function and scientific-entrepreneurial functions of the university attracting extra-
budgetary funding.

Special attention is paid to description of the functions which become key depending on a choice of the
organizational model. If the university chooses the unitary model, the key functions are decision-making and
coordinating the activities of the university in the search, attraction and involvement of business partners. The
main goals of this unit are: continuous collection, systematization and updating of information on key scien-
tific and educational areas of the university and the relevant competencies of its employees, the search for po-
tential partners, conducting preliminary negotiations with companies as potential partners.

When choosing the multi-divisional model, the Centre should perform the functions of strategic planning
and control of many distributed units, play the role of organizer, providing methodological support and deter-
mining the working order of university departments with business partners. The Centre should have infor-
mation about the main directions of the university’s activities and act as a “single window”, which is able to
formulate a request from business for a specialized unit and organize interdisciplinary project implementation,
but rarely participating in negotiations with business. At the same time, university departments carrying out
work for the enterprises’ orders have significant autonomy.

The key function of the Center using the matrix model, is to implement project management and pro-
vide service support for projects in joint activities. The main organizational substructure implementing a spe-
cific project is a group of university employees, which is called a project group, which is established to im-
plement a new university product. This group operates within the mission, strategic plan and charter of the
university, while it has a high degree of independence in the choice of methods for solving the problems set
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in the project tasks. The control of its activities is carried out according to the results of work, the distribution
of earned money is carried out according to the agreements with the university on funds sharing.

Without doubts, many issues of both internal and external nature will occur when organizing such Cen-
tres, but for establishing viable Business Interaction Centres, it is necessary to take into account mutually
beneficial interests of all the actors (Rybnicek and Koénigsgruber, 2019) which will be a driver for successful
interaction.

Conclusions

The positive changes occurred in Kazakhstan’s education law have expanded the possibilities of aca-
demic and administrative autonomy for implementation of academic freedom and mobility, the business’s
participation in activities of universities and formation of positions of universities as open systems with en-
trepreneurial culture. At the same time, the universities continue to be closed organizations with complex
internal structures and business often does not imagine where the unit they need is located, which is respon-
sible for a specific area or implementation of specific projects. The center-intermediary for interaction with
business — Business Interaction Centre as an integrator for all departments separately interacting with busi-
ness solves these tasks successfully taking into account mutual interests. The scientific novelty and practical
value of the results are in: the created profile for an entrepreneurial university by its functions with priority
educational and educational-entrepreneurial functions; substantiation of creation Business Interaction Cen-
tres with the basic unified functions such as expert-analytical, organizational and financial-economic, these
Centres’ tasks of and indicators for efficiency evaluation of UBI; additional functions depending on the cho-
sen organizational model; the parameters for choosing a suitable organizational model for the Business Inter-
action Center.
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T.IL. JIpax, 3.A. CaabxaHoBa, A. BuTpeHko

7Korapsl 0Ky opbIHAAPBI MeH OM3HECTIH 63apa dpeKeTTecy TeTiriH YilbIMIACThIPYAbIH
THIMIAUTITIH Tanaay sk9He OHBI KeTIIIipy 00fbIHIIA YCHIHBICTAP

Anoamna

Maxcamupi: 3epTTeymiH MakcaTbl — OPTYPHi KOFapbl OKY OpPBIHAAPHI YIIiH Oackapy MOJAENbAEpi HeTi3iHae
OW3HECTICH ©3apa OpPEKETTeCY OPTAIBIFBIHBIH KAXKCTTUIITIH Heri3zey, Oy Ou3HeC KaybIMAACTHIKTBIH OuriM Oepy,
FBUIBIMH JKOHE KOFaphl OKY OPBIHAAPBIHBIH KOCIMKEPIK (YHKIHMSIAPBIH KY3€re achlpyFa, TiKelleH >koHe OeiceHIi
KaTBICYBIH KAMTaMachl3 €Ty, SIFHU OM3HEC, 63apa KbI3bIFYIIBUIBIKTAPbIH €CKePE OTHIPHII, OHBIH JKYMBICHIH Oaranay YIIiH
(YHKIMSIAPBIH, MIHAETTEP1 MECH KOPCETKIIITEPIH aHBIKTAY.

O0ici: 3epTTey KYPTri3yliH HETri3ri aficTepi peTPOCIIEKTHBTI, CANBICTHIPMAIIBI )KOHE Ma3MYHIIBIK Tajjgay TypJiepi
0O0JIBII TaOBLIAIbL.

Kopuimeindei: Makanafa OuzHec NMEH KOFapbl OKY OPBIHIAPBIHBIH JKOHE KOCINKEpJiK YHHUBEPCHTET OeHiHiHIH
e3apa OpEKETTeCYiHIH YHUBIMAACTHIPYIIBUIBIK TETITIHIH CHIIATTaMachIHBIH MaTpunackl Herizinme KaszakcraHmarbl
JKOFaphl OKY OpPBIHIAphl MEH OM3HECTIH 63apa opeKeTTeCYiHIH THIMAUIITIH Tajanay HOTHKeNlepi kenrtipinreH, ox KOO-
Jla peCMH TYpJ€ YHUBEPCHTETTEPIIH KOCIMKEpIiK, OijgiM Oepy >koHE FBUIBIMH KbI3METI OOHWBIHINA OW3HECTICH e3apa
OpeKeT JkacayFa KaKeTTi OapiblK OesimMiienep Oap eKeHIH KOpceTTi, Oipak 3epTTENTeH OFapbl OKY OpBIHIAPBIHBIH
KOIIIUIITHE 63apa 9peKeTTeCy YIIiH OipbIHFall OPTANIBIK KOK.

Tyorcoipvimoama. JKorapel OKy OpBIHIapblHaH OHW3HECIEH e3apa SPEeKeTTeCY/AiH THIMIUIIIH apTThIpy YIUiH
oJIap/AbIH YHBIMABIK KYPBUIBIMBIHA ©3TEpICTEp EHTi3y JKoHE e3apa 9peKeT jkacay YIIiH OipblHFail OesiMine Kypy.bl
Tajan ery.

Kinm ce30ep: OW3HeCHEeH o3apa OpEKETTEeCY OpTAJBIFBI, ©3apa OpEeKeTTeCy, OM3HECIeH ©3apa JpEeKeTTecy
OPTAaJIBIFBIHBIH (DYHKUIMSIIAPHI, ©3apa 9peKeTTecy (hopManapbl, YHBIMAACTHIPY YIITiCI.

T.IL. Ipax, 3.A. CanbxaHoBa, A. Burpenko

AHaan3 3(pPpeKTHBHOCTH OPraHU3AIMOHHOI0 MEeXaHU3MAa B3aMMO/1eiiCTBUS BY30B
U OM3HeCa U PEKOMEHIALUM 10 er0 COBEPUIEHCTBOBAHUIO

Annomauyusn

Lens: llens uccnenoBanus — 000CHOBATh HeoOXoauMocTh L{eHTpa B3auMoeiicTBrs ¢ OM3HECOM Ha OCHOBE MO-
Jierieit yrpaBiIeHHs VI Pa3HbIX THIIOB BY30B; ONPEIEINUTE €T0 (QYHKITUH, 3aJa91 M MIOKa3aTeNH ISl OLICHKH €ro PadoTHI
C y4eTOM B3aWIMHBIX HWHTEPECOB C OM3HECOM, OOCCIIEUMBAIONIUM TPSMOE M HaumOojee aKTHBHOE y4dacTHe OW3Hec-
coo011ecTBa B peasin3anuy 00pa3oBaTeIbHOM, HAYIHOH U MPEANPHHIMATEILCKON QYHKITHHA By3a.

Memoowr: MeTonaMu IPOBEICHNS UCCIICIOBAHUS ABISIOTCA PETPOCTICKTHBHBIN, CPAaBHUTEBHBIN aHAIN3 1 aHAIH3
COJIePIKAHMS.

Peszynomamei: B cTaThe MpUBOIATCA Pe3yIbTaTHl aHATN3a 3PPEKTHBHOCTH B3aUMOJCHCTBUS BY30B M OM3HEca B
Kazaxcrane Ha ocHOBe MaTpuIlbl XapaKTEPUCTHK OPTaHU3AIMOHHOTO MEXaHHU3Ma B3aHMOJICHCTBHS OM3HECA U BY30B U
MpoUIIs MPEIIPUHUMATEIBCKOTO YHUBEPCUTETA, KOTOPHIHN MOKAa3al, 4To (hopMalbHO B By3aX MPUCYTCTBYIOT BCE MOJ-
pa3aencHus, HEOOXOUMEBIC ISl B3aMMO/ICHCTBHS ¢ OM3HECOM IO MPEIIPUHUMATEIBCKOM, 00pa30BaTeEHON U HAYIHOM
JIESTETFHOCTH YHUBEPCUTETOB, HO Y OOJIBIIMHCTBA UCCIICAOBAHHBIX BY30B HET €IMHOTO LIEHTPA IS B3aUMOICHCTBUS.
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Bui6oowi: [y moBbIieHUs 3 HEKTUBHOCTH B3aMMOCHCTBYSI C OU3HECOM OT BY30B TPeOYyeTCsl BHECCHUE U3MCHE-
HUHU B UX OPTaHU3ALUOHHYIO CTPYKTYPY U CO3AaHHE €AUHOTO MOAPa3esICHuUs AJIsl B3aUMOCHCTBUSL.

Knroueswvie crnosa: oprann3allioOHHBIA MexaHU3M, [[eHTp B3auMOJeHCTBHUSA ¢ OM3HECOM, B3aUMOJIEHCTBUE OM3HECa
1 BY30B, TIpEANPUHAMATENbCKUN BY3, pyHkmmu [lenTpa B3aumoeicTBuUs ¢ Ou3HecoM, GopMbl B3aUMOIECHCTBUS, Opra-
HU3AIOHHAS] MOJIENb, OPTaHU3AIMOHHAS CTPYKTYypa.
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Analysis of criteria for evaluating environmentally responsible hotels:
theoretical aspects and methodology

Abstract

Objective: The objective of this study is to determine the main criteria for evaluating environmentally responsible
hotels based on a detailed analysis of international experience in conducting eco-certification in the tourism and hospi-
tality industry by leading organizations around the world.

Methods: The main methods are theoretical research methods, such as analysis of indicators of eco-certification of
green hotels, analysis of international standards for eco-certification of accommodation services, as well as classifica-
tion of criteria for evaluating environmentally responsible hotels.

Findings: As a result of analysis and research in this direction, two groups of indicators have been identified that
directly and indirectly determine the possibility of establishing a hotel among the categories of environmentally respon-
sible hotels: direct resource-saving criteria and management and information.

Conclusions: Taking into account that Kazakhstan has not yet developed a methodology for eco-certification of
collective and individual accommodation facilities, as well as procedures for assigning an eco-label to green or eco-
hotels, the study is of a recommendatory practical nature for the development of mechanisms for the introduction of
environmentally responsible hotels in the tourist services market.

Keywords: sustainable tourism development, green hotels, environmentally responsible hotels, eco-label, eco-
certification of hotels, eco-certification criteria.

Introduction

According to the analysis of research in the field of sustainable development of tourism enterprises and
the hospitality industry, there is an active growth in demand for environmentally responsible hotels in the
world. Today, there is an increased consumer demand for eco-branded goods in the world. However, we
should note the transformation of the concept of eco-consumption to the market of tourist and hotel services.
The problems of greening hotel and tourist services have increasingly considered by researchers of the tour-
ism industry against the background of the development of eco-tourism.

In Kazakhstan, the development of hotels that provide accommodation and food services in accordance
with the" green concept of production and consumption» is a new direction in the development of the hotel
industry. According to the results of the study, the practice of operating green hotels in the Republic is on the
stage of forthcoming, despite the development of eco-tourism in recreational areas. At the same time, re-
search articles of domestic researchers in the field of determining the development opportunities for priority
types of tourism allow us to conclude that our country has enough regions with high tourist and recreational
potential, which sufficiently possess the main prerequisites for the development of "green tourism"
(Shayekina, Mamrayeva, Tashenova, 2015; Mamrayeva, 2018; Mamrayeva, Tashenova, 2020). The emer-
gence of eco-sites near national tourist parks can also contribute to the development of accommodation facil-
ities focused on environmental responsibility.

In the course of analyzing the possibilities of developing environmentally responsible hotels in our
country, we have identified difficulties in determining and correlating these types of hotels in the tourism
industry due to the impossibility of classifying and certifying green hotels. One of the main reasons for the
passive development of green hotels in Kazakhstan is the lack of mechanisms for the formation and devel-
opment of green hotels, which primarily include the certification procedure, as well as the low involvement
of tourists and the population to the problems of greening in the country. However, recent events in the tour-
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ism industry and in all other sectors of the economy, associated with the emergence and development of the
COVID-19 pandemic in almost all countries of the world, have clearly demonstrated the need for sustainable
economic development throughout the world and in all sectors. Issues of respect for the environment, the
transition from a linear economy to a circular economy, the introduction of sustainable development con-
cepts in all tourism enterprises, the safety of tourist's accommodation, including the long-term and reuse of
resources in hotels, will become more relevant than ever in the coming decades. In our opinion, based on the
study of foreign experience, namely the work of international companies engaged in certification of hotel
services, it is necessary to determine the main requirements and indicators for eco-hotels and try to apply
them in the domestic practice of hotel services.

The fact that over time green or so-called eco-hotels will be in high demand among a certain category
of consumers, there is no doubt, due to the new formation of consumer behavior in the market of innovative
goods and services aimed at a more careful attitude to the environment, and of course first of all to their own
health and lifestyle.

Literature Review

In connection with the development of environmentally responsible enterprises in the hospitality indus-
try, there are many interpretations of the definition of "eco-hotel", "environmentally responsible hotels",
"green hotels". As for researcher Astafyeva, she defines environmentally responsible hotels as eco-hotels and
suggests considering them as the product of a conceptual innovation in the hospitality industry, the main goal
of which is to create new customer-oriented accommodation services that comply with the norms and rules
of preserving the eco-environment of a tourist object (Astafyeva, 2016).

Authors E. V. Galenko and P. O. Krivoruchka note an increase in consumer demand in recent years for
accommodation services in environmentally responsible hotels that use "green technologies" in order to
cause less damage to the environment (Galenko, Krivoruchka, 2018, 110-113).

The high involvement of consumers of hotel services in environmental safety issues once again proves
the relevance of the study. According to some authors, the model of consumer behavior of guests in hotels
with a "green label" is characterized by high satisfaction and loyalty of guests towards hotels whose activities
are aimed at reducing environmental harm, thus noting the positive experience of implementing green prac-
tices in the hotel industry (Merlia et al, 2019).

Some scientists noted that tourists who once lived in green hotels will definitely want to return to green
hotels in their next trips, and also indicated a different degree of desire to return to hotels of tourists with dif-
ferent nationalities on the example of a specific tourist destination (Berezan et al, 2013).

In our opinion, the environmental behavior in tourism will always be under the interests, it is quite natu-
ral that the development of green hotels is a two-way interaction involving on the one hand the formation,
organization and implementation of the concept of green production of hotel product, and the other environ-
mental services consumption of accommodation and catering in hotels by tourists. Okumus, F., Koseoglu,
M.A., Chan, E., Hon, A., Avci, U. paid their special attention to the behavior of staff in green hotels based on
the analysis of such factors as knowledge, awareness and care that characterize the staff of green hotels and
proposed a model of their environmental behavior (Okumus et al, 2019). Perhaps this model will allow hotel
managers to be more attentive to issues of environmental awareness and desire to implement green practices
in hotels, as well as to apply them in eco-strategies of personnel management.

The authors of Bashir and others point out the primary need to take into account the interrelated influ-
ence of conscious environmental consumption of hotel services and personal norms of guest behavior when
forming the concept of eco-hotels development (Bashir et al, 2019). Thus, the concept of "green hotel" is
closely related to such definitions and postulates as respect for the environment during your stay and vaca-
tion, the use of green technologies, awareness of the green label of the hotel, the staff's adherence to eco-
standards of environmentally responsible behavior.

The results of the research in the field of eco-certification in the practice of hotel enterprises allow us to
state the fact that this procedure has a positive impact on the dynamics of sustainable development in the ho-
tel industry, namely, it helps to inform guests about the features of living in environmentally responsible ho-
tels. Thus, Geerts, W. identified three main advantages of implementing eco-certification in the hospitality
industry (Geerts, 2014). Let's list the main advantages of this certification procedure for the hotels, according
to the above-mentioned author:

1) eco-certification means a voluntary examination of the hotel for compliance with environmental re-
quirements;
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2) getting an eco-label by hotels after eco-certification allows to increase the profitability of the hotel
business, in some cases it serves as a good marketing tool for promoting the hotel as a tourist eco-brand;

3) guests who book rooms in hotels with an eco-label can be sure that the hotel complies with the con-
cept of minimizing harm to the environment.

Russian authors Nizhegorodtsev and Ratner expressed their opinion about the development of certified
green hotels in Russia as a nascent direction in the hotel business, and note the low level of environmental
certification of Russian hotels, linking it with inefficient environmental management (Nizhegorodcev, Rat-
ner, 2015).

Methodology

In the world practice of forming and developing the concept of a green economy, including in the field
of sustainable development of tourism and the hospitality industry, there is a need to define criteria and
standards that identify products and services of environmentally responsible enterprises.

A striking example of an international organization that professionally defines environmentally prefera-
ble "green goods and services" is the non-profit Association for voluntary eco-certification of goods and ser-
vices, the global network of eco-labels (GEN). This organization has been operating for over 25 years, in
table 1 below, we have identified a rating of the countries-leaders of the international certification of goods
and services by number of standards and certified products, services in the field of environmental responsi-
bility.

Table 1. Countries participating in the Global Ecolabelling Network
(GEN) international certification of goods and services in 2017

Countries-leaders in the number of standards Count'rles-leaders in the numjber
of certified products and services
Country/ Participant Label Number | Country/ Participant of | Label Certified
region of the pro- of region the program products
gram standards
Korea Korean Eco- 165 EU EU Ecolabel e 70000
Label  Pro- Korea o Y=
Eco-Label
gram Eoolabel
Thailand Green Label: 123 Northern Nordic Swan / 36300
Thailand Europe Ecolabel 4 ///
K. 4
China Green Mark 120 Northern Green Seal o8 BEAL 26000
/N - &
Program America &
(USA)
Germany The  Blue |  cugue 120 Korea Korean Eco- 14091
Angel Eco- | (| ":‘ Label Program Korea
Label R
China China Envi- 99 Germany The Blue An-
(CEC) ronmental gel Eco-Label 12000
Labelling
Note: compiled by the authors based on the resource «The Global Ecolabelling Network 2017» https://view.publitas.com/global-
ecolabelling-network/gen-annual-report-2017/page/1

The processes of greening in the hotel business are directly related to the growing demand for tourist
accommodation in green hotels. Green Key Global Organization (2019) defines that the research of hotel
booking site Booking.com worldwide shows 68% of tourists prefer to stay in eco-oriented hotels.

Hotel companies around the world are increasingly implementing the concept of environmental respon-
sibility in their practice, paying attention to the problems of rational resource consumption, control of solid
and food waste emissions during the production of a hotel product. So, the hotel chain Marriott International
in 2018 announced its plans to reduce water consumption by 15%, the carbon impact on the environment by
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30%, the amount of waste by 45-50%, these goals are united by a program developed by the hotel called
"Serve 360" (Harris, 2018).

The Radisson Hotel Group hotel chain (2020) takes an active position in the field of certification of eco-
hotels, more than 450 hotels of this chain are assigned eco-labels, the network cooperates with leading or-
ganizations specializing in certification in the field of ecologization as Green Key Global, EarthCheck.

It is clear that to get an eco-certificate, the hotel must meet the basic requirements for green hotels by
international organizations that have the right to conduct this procedure. Therefore, attention should be paid
to the analysis of the activities of international organizations that conduct professional certification proce-
dures and develop standards for compliance of accommodation facilities with environmentally responsible
hotels. This will determine the most criteria that must be taken into account to evaluate environmentally re-
sponsible hotels.

According to the analysis, the most significant international organizations in the field of certifica-
tion of the hotel business environment are such leading organizations as Green Key Global, Leed,
Green Seal, HVS, and the Russian eco-quality organization «Leaf of life».

Let's consider the methodology of eco-certification of hotels offered by the international organiza-
tion Green Key Global (Figure 1).

CRITERIA FOR EVALUATING GREEN HOTELS

!

Energy Water Solid waste
conservation conservation management
| |
Hazardous waste Indoor Community
management air quality outreach
| —
Building Land Environmental
infrastructure use management

Figure 1 — Main criteria for evaluating environmentally responsible hotels by Green Key Global

(Note: compiled by the authors based on https://www.greenkey.global/)

Since Green Key Global has awarded the Green Key environmental badge to more than 3,100 ho-
tels and other institutions in 66 countries around the world, this eco-badge allows hotels to achieve the
following results:

1) increase the hotel occupancy rate by applying eco-labeling, strengthen the market position due
to the competitive eco-advantages of the hotel in the market of hotel services;

2) reduce financial costs by conducting an environmental audit, based on the results of which the
hotel offers specific recommendations aimed at reducing costs and increasing the productivity of the
hotel enterprise;

3) certification conducted by Green Key Global is recommended by the Global Council for sus-
tainable tourism (GTC), and also accompanies the necessary information on environmental conserva-
tion.

Green Key Global considers energy conservation, water conservation, solid waste management, and
others as the main areas for analyzing "green practices"

However, it should be noted that the goals of eco-certification of this organization are directly related to
seven categories of the 17 international goals in the field of sustainable development adopted by UN mem-
bers in 2015 (Figure 2).
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Figure 2 — Compliance of eco-certification goals with international UN sustainable development goals
(Note: compiled by the authors based on https://www.un.org/sustainabledevelopment/
The world scale of development of this type of eco-labeling of hotels, restaurants and other tourism fa-
cilities is shown by the following data: the Netherlands-647, France-644, Greece-376, Belgium-257, Portugal

-180, Sweden-165, Turkey-97, Russia-25. In general, according to the analysis, tour companies from more
than 60 countries have passed eco-certification of this organization (Figure 3).
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Figure 3 — Eco-certification by countries in the world according to Green Key Global
(Note: compiled by the authors based on https:// https://www.greenkey.global/green-key-sites)

According to the research, experts highly appreciate the work of the international organization LEED
(Leadership in Energy and Environmental Design) in the field of eco-certification of buildings and struc-
tures, including hotels, the main goal of which is to reduce or eliminate the negative impact on the environ-
ment. This program evaluates the level of environmental construction of buildings and structures. According
to the score, depending on the number of points scored, the hotel is assigned one of four rating levels as a
result of eco - certification: platinum — 80 and higher points, gold — 60-79 points, silver-50-59 points, certi-
fied 40-49 points.

In Russia, eco-certification services for hotels are provided by the organization "Ecological Union",
which is part of the international organization GEN and has the right to conduct certification of goods and
services, assigning the Ecolabel "Leaf of life".

In order to pass the eco-certification and assign the eco-label "Leaf of life", a number of procedures
must be completed in stages, from submitting an application in the prescribed form and sending it for con-
sideration to the eco-certification body to the assessment by auditors of all hotel services and checking the
quality management system, this stage also includes laboratory tests. In general, according to the results
of the environmental audit, the hotel must score at least 25 points, only if the hotel can get an eco-label
"Leaf of life" that meets the requirements for compliance with an environmentally responsible hotel (Fig-
ure 4).
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e SRULERIAFOREVALUATING GREENHOTELS
!

Waste management Energy consumption Water consumption and
and energy saving water conservation
Requirements for Using of dishwashing, Green procurement and
the restaurant cleaning, cleaning and rational consumption
Laundry products
Environmental
management

Figure 4 — Criteria for evaluating environmentally responsible hotels by «Leaf of life»
(Note: compiled by the authors based on https://ecounion.ru/wp-content/uploads/2019/12/sredstva-razmeshenia.pdf)

One of the most popular organizations in the field of certification of products and services is the inde-
pendent organization Green Seal, founded in 1989, which is also a member of the international organization
GEN. When conducting eco-certification procedures, Green Seal is based on the international standard ISO
14020:2000, which contributes to the achievement of the 17 sustainable development goals proposed by the
UNin 2015.

Having studied the criteria for evaluating the environmental compatibility of accommodation facilities
provided by Green Seal, it is necessary to highlight the special requirements in the GS-33 certification con-
cerning indicators related to energy in hotels. For example, after an analysis of compliance with the eco-
criteria of this organization, the hotel can be assigned one of three levels: bronze, silver or gold. As shown
by the analysis of indicators of eco-certification of this organization, as the higher level of the hotel,
the higher a number of requirements. If hotel plans to go to the highest level as "gold", then special atten-
tion should be paid to the problems of energy consumption, namely, it is necessary to monitor the energy
consumption in all rooms of the hotel.

The report of the study conducted by scientists at the University of California indicates the positive
effect of passing the Green Seal certification of hotels. So, for example, the transition of hotels from
the category of bronze certification to silver allowed hotels in Los Angeles to reduce additional emissions by
8.8%. The same hotels that switched from silver to gold were gradually able to reduce emissions by 18.2%.
Extrapolation of these indicators to the urban level allowed researchers to predict higher results of the
Green Seal eco-certification program: if all hotels in the city received a silver level of certification,
the current level of greenhouse gas emissions in the city would decrease by about 0.7%, and if they
passed the "gold" certification, the current air emissions would decrease by another 1.3%, which would lead
to a total reduction of harmful substances in the atmosphere by 2% (McConagha et al, 2017).

This organization has developed 27 standards for more than 500 categories of goods and services,
each of which contributes to the formation and sustainable development of the circular economy.
To pass certification for compliance with environmental standards, accommodation facilities must meet
the category "GS33-Hotels and real estate", the hotel has the opportunity to pass one of three levels
of certification: bronze, silver, gold. The analysis of this standard allows to identify the following indicators
for evaluating environmentally responsible hotels (Figure 5).
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Figure 5 — Criteria for evaluating environmentally responsible hotels by Green Seal

(Note: compiled by the authors based on https://greenseal.org/certification/get-started//)

Results

Thus, the use of eco-labeling allows to strengthen the image of the hotel, use eco-labeling on a legal ba-
sis, expand the customer base and strengthen the loyalty of guests, apply innovative eco-technologies in the
service of guests. An important aspect in the process of assigning eco-labeling to hotel enterprises is the se-
lection of criteria for environmentally responsible hotels. For this purpose, the international organization for
certification of goods and services Green Key Global has developed 13 criteria for 6 categories of institu-
tions, such as hotels, hostels, campsites, recreation parks, restaurants, and conference centers.

The results of the study of the methodology for evaluating foreign professional organizations, such as
Green Key Global, Green Seal, LEAD, allowed us to distinguish the main groups of indicators. Analysis of
the criteria for international standardization of "environmentally responsible hotels" allows identifying two
groups of evaluation indicators, such as "direct resource-saving criteria" and "management and information
criteria".

We have included such indicators as water consumption, energy consumption, cleaning services, laun-
dry and landscaping as direct resource-saving indicators, since these indicators can directly affect the rational
use of resources without harm to the environment. In our opinion, the hotel management staff should pay
special attention to the concept of environmental management, in this regard the management and infor-
mation criteria for evaluating eco-hotels, such as attracting staff, environmental management, informing
guests, corporate social responsibility, internal environment and administration.

The proposed methodology for evaluating the criteria of environmentally responsible hotels most opti-
mally covers all the indicators and requirements imposed in foreign practice.

Table 2 below shows the classification of criteria for evaluating environmentally responsible hotels with
the main requirements for each individual criterion.
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Table 2. Classification of criteria for evaluating environmentally responsible hotels

Criteria | Ecolabel | Evaluation criteria
1. Direct resource-saving criteria
1.1 Water 1) use of water leak sensors, rational use of cold and hot water in the room;
consumption 2) application of water-saving faucets for washbasins;
3) installation of soap and shampoo dispensers in bathrooms and guest rooms;
4) possibility of secondary use of water, including rainwater
1.2 Energy 1) introduction of energy-saving lamps (usually no less than 40-60% of light-
consumption ing equipment), automatic electricity switches in hotels,

2) use of air conditioning in all rooms only in the presence of a guest, remote
control of lighting, 3) use of technologies of the "Smart Hotel"

1.3 Cleaning and
Laundry
Services

1) use of environmentally friendly detergents, eco-marked products in the
process of cleaning rooms, halls, lobbies, production and storage facilities on
the territory of the hotel,

2) use of washing machines completely filled with dishes at a low effective
temperature,

3) provision of eco-marked services: dry cleaning, beauty salon, Laundry,
restaurant

1.4 Landscaping
of the territory

1) landscaping of the surrounding area, landscape,

2) creating a favorable eco-environment for hotel guests,

3) creating a neutral and active system

landscaping in the working and recreational areas

accordingly;

4) work to improve the ecosystem of the surrounding area;

5) use of organic means for garden fertilizers and for insect control

2. Management and information criteria

2.1 Recruitment
of staff

&

o
&
©
&
e

1) conducting training sessions and seminars for hotel employees on the com-
pany's eco-policy,

2) monitoring the compliance of personnel with environmental requirements
for labeling, separate waste collection, dosage of detergents, etc.

3) implementation of the function of responsible manager for compliance with
eco-activities

2.2
Environmental
Management

1) creation of an effective control and management system in the field of min-
imization of environmental damage, control of hydrocarbon emissions into the
atmosphere, and environmental protection

2) rental of eco-friendly vehicles, such as bicycles, electric cars

3) transfer of decommissioned furniture and equipment to charitable organiza-
tions

2.3 Informing
guests

1) familiarizing guests with the hotel's eco-policy;

2) mandatory presence of an eco-label in the hotel;

3) the use of "green cards" in hotel rooms, calling for a responsible attitude of
guests to replace towels and bed linen;

4) the presence of eco-labels in all hotel products

2.4. Corporate

1) forming a moral and ethical code within the hotel's eco-policy;

social 2) maintaining the principles and norms of voluntary eco-certification of the
responsibility * hotel;

3) conducting eco-PR campaigns by the hotel;

4) labor protection of hotel employees and ensuring their safety
2.5. Internal 1) maintaining the eco-concept in all hotel departments: Front Office, room
environment service, engineering, F&B, housekeeping, marketing and booking, etc.,

2) development and implementation of eco-technologies in all phases of

guyest service in the hotel: before arrival, arrival, accommodation, departure
2.6. 1) mandatory development and implementation of the eco-management sys-
Administration tem and its elements;

2) periodic monitoring and measurement of water and energy consumption
indicators, and, if necessary, preventive measures to eliminate violations

Note: compiled by the authors based on the resource based on the analysis of reports and data from international organizations

Green Key Global,

Green Seal,

hitps://www.usgbc.org/leed].

LEAD  [https://www.greenkey.global/,  https://greenseal.org/certification/get-started),
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Discussion and conclusion

The dynamics of increasing demand for environmental goods and services among eco-oriented con-
sumers gave rise to the formation and development of mechanisms for assigning an environmental mark to
goods and services in various industries. This trend has not spared the accommodation sector, which is the
main material and technical base of the tourism and hospitality industry. International practice witnesses an
increase in the number of tourists who prefer to stay in hotels that have passed the eco-certification proce-
dures and have an eco-label sign. This segment of consumers of tourist products has not been ignored by
many hotel chains, which primarily responded to the sustainable consumer behavior of tourists with special
concern for the problems of environmental conservation, as well as life safety.

The certification and standardization processes of environmentally responsible hotels are a necessary
tool for confirming the environmental friendliness of the provided accommodation and catering facilities. As
the results of the research have shown, there is no approved single standard in the form of a standard that
would clearly define the requirements for all areas and criteria of green hotels around the world. Since the
introduction of a single international certification of eco-hotels is impossible due to a number of related fac-
tors, such as geographical location, level of economic development, income level, cultural values, level of
involvement of the population in environmental issues and the circular economy and others.

The analysis of criteria for evaluating environmentally responsible hotels allows identifying the most
effective methods of international organizations whose activities are aimed at sustainable development. As a
result of our analysis, we have identified the most necessary criteria for developing the methodology for
evaluating activities of environmentally responsible hotels.
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A.A. lyiicembaeB, /I.M. YcenoBa, /I:x0a0 CapmeHTO

IKOJOrusIBIK KayanThl KOHAK YiiJepi 6aFajay KpuTepuiiiepin Taaaay:
TEOPHUSJIBIK ACHEKTiJIep KoHe dlicHAMACHI

AHjatna

Maxcamopi: Bykin onemueri )KeTeKili YHUbIMIApIAbIH TYPU3M XKoHE KOHAKKAWIBUIBIK WHIYCTPHUICHIHIA
AKOCEePTU(PHUKATTAYABl KYPTI3YyAiH XalbIKapaldblK TOKIPHOECIH emKeh-Ter kel Tanmmay HeTiiHe
AKOJIOTHSIIBIK JKayalnThl KOHAK YHJIEp i OaramayIbIH HETi3T1 eIIeMIePiH aHbIKTaY.

Ooici: Herisri omicTep peTiHAE «KAachll OTENbACPHI» dKOCepTU(PUKATTAY KOPCETKIIITEpiH Tajjaay,
OpPHAACTBIPY KBI3METTEPIH AKOCEPTU(PUKATTAYABIH XaJbIKapabIK CTAHJAPTTapblH Tajjaay, COHaah-ak
DKOJIOTHSIIBIK JKayanThl KOHAK Yisiepai Oaranmay KpUTEPUHICPIH JKIKTEYy CHAKTBI 3€PTTEYIIH TEOPHSIIBIK
omicTepi KOJMAaHBIIFaH.

Kopvimwinovr: Tanmay MeH 3epTTey HOTHXKECIHAC OKOJOTHSUIBIK KayanThl KOHAaK  Yiep
KaTeropHAChIHAa KOHAK YH/Ii aHBIKTay MYMKIHJITiH TIKEJICH %KoHE )KaHaMa aHBIKTaUThIH KPUTCPUIICPIIH eKi
TOOBI aHBIKTAIFAH: TIKEJIEH pecypc YHEMICHTIH oJmeMaep koHe 0acKapy-aKnapaTThIK.

Tyorcvipvimoama: Kazakctanaa YKBIMIBIK JKOHE JKEKE OPHAJACTBIPY KYPaIJapblH dKOCEPTHPHUKATTAY
ozicTeMeci, COHIail-aKk <oKacbUl» HEMece SKOKOHAK YHiepre skoneiOn Oepy pocimuepi o3ipieHOereHiH
€CKepe OTBIPHIIL, KYPTi3UITreH 3epTTey TYPHUCTIK KBI3MET KOPCETY HapbIFbIH/IA SKOJIOTHUSIIBIK JKayanThl KOHAK
YHJIEepIl eHTI3y TeTIKTEPiH 931pJIey YIIiH YCHIHBIMIBIK MTPAKTHKAIBIK CUTIATKA He.

Kinm coe30ep: TypW3MHIH TYpakThl IaMyBbl, «Kacbl» KOHAK Yiliep, SKOJOTHSUIBIK >KayanThl KOHAK
yitnep, skonei6, KoHaK yiIepAiH 3KOCepTUPHUKALUACH, SKOCEPTU(HUKALIIS KPUTEPUIIEpi.

A.A. JlyiicembaeB, /.M. ¥YcenoBa, /I:koao CapmeHTO

AHanu3 KPUTEPUEB OLECHKH IKOJOITM4Y€CKH OTBETCTBCHHBLIX T'OCTHUHHIIL:
TEOPETUYECCKHE ACIIEKTHI U METO10J10TUsA

AHHOTANUA

L]ens: Onpenenenne OCHOBHBIX KPUTEPHUEB OIEHKH dKOJIOTHIECKHA OTBETCTBEHHBIX TOCTUHHI] HA OCHOBE
MOAPOOHOI0 aHAJIM3a MEXKIYHAPOIHOTO OIBITA IPOBEACHUS YKOCEPTU(PHUKAIIMK B HHAYCTPUU TypH3Ma U roc-
TETPUUMCTBA BEIYIIUMH OpPTraHU3alUsIMU BO BCEM MUpE.

Memoowbi: B kauecTBE OCHOBHBIX METOJIOB HCIIOJIB30BATUCH TEOPETUYCCKHE METOJBI HUCCIICIOBAHUS,
TaKHe KaK aHaJu3 MoKa3aTeliel 9KocepTH(OUKAIIMY «3CJICHBIX» OTEJICH, aHaIi3 MEKIYHAPOIHBIX CTaHAapTOB
AKOCEPTUPHUKAINH YCIYT Pa3MEIICHUS, a TAaKXkKe KIIacCUPUKAITISI KPUTESPUEB OIICHKH YKOJIOTHYECKH OTBETCT-
BEHHBIX TOCTHHHII.

Pesynomamei: B pe3ynbrare aHann3a U UCCICAOBAHNS B TAHHOM HaIIPaBICHUH OMPEICICHBI IBE TPYII-
TIBI TIOKa3aTeseH, MPsSIMO M KOCBEHHO OTPEACIIIONINX BO3MOKHOCTD ONPEICIICHUS OTEIIS B KATETOPUH YKOJIO0-
TUYECKH OTBETCTBCHHBIX TOCTHHUIL: TPSMEIC pecypcocOeperarmmue KpUTepUu U yIPaBICHUYECKO-
nH(OPMAITMOHHEIE.

Buisoowi: YuuteiBas, uro B KazaxcraHe eie He pa3paboTaHa METOIMKA SKOCEPTH(HKAIMH CPEACTB
KOJUICKTUBHBIX M WHIWBUIYaJbHBIX CPEICTB pa3MEIICHUN, a TaKXKe IMPOIEIyphl MPUCBOCHUS dKOjeibda
«3CJICHBIMY», WK SKOOTEJISIM, MIPOBEACHHOE UCCIEIOBAHUE HOCUT PEKOMEHATENbHBIN XapaKTep il pa3pa-
0OOTKM MEXaHU3MOB BHEJIPCHHS YKOJIOTUYECKU OTBETCTBEHHBIX TOCTHHHUIL HA PBIHKE TYPUCTCKHUX YCIYT.

Kntouegvle crosa: ycToiiunBoe pa3BUTHE TypH3Ma, «3EJCHBIE» OTENH, SKOJIOTHYECKH OTBETCTBEHHBIC
TOCTHHUIIBI, DKOJIEHOI, SKocepTH(HUKAIUS TOCTHHUI, KPUTEPUN SKOCEPTHPHUKAITHIH.
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The shadow economy: concept and evaluation

Abstract

Object: The article discusses the concepts, assessment, and reasons that affect the development of the shadow
economy of Kazakhstan. In particular, the authors aim to propose mechanisms for limiting the shadow economy in the
Republic of Kazakhstan based on theoretical justification of the reasons for the existence of the shadow economy.

Methods: Based on the use of comparative and theoretical analysis, it is concluded that it is necessary to limit the
shadow economy by improving the main directions from the point of view of the state legalization policy. The subject
of the research is economic relations arising in the process of formation and development of the shadow sector of the
economy in the Republic of Kazakhstan.

Findings: In the proposed scientific article, the authors pay attention to the essence of the concept of the shadow
economy, analyze the areas of development of shadow economic activity in Kazakhstan, and suggest the main directions
for preventing the laundering of income from uncontrolled economic activities as a reduction of the shadow economy.

Conclusions: Informal processes are clearly expressed in the economy of the Republic of Kazakhstan, especially
in the sphere of construction, agriculture, trade and transport. One of the priorities of the state administration is to re-
duce the share of shadow business in the economy and transfer it to the «legal» mode of operation. The state policy of
legalization is presented as a mechanism for reducing this, since these measures will transfer a significant part of the
rent created in the society to the implementation of economic reforms in the state.

Keywords: shadow economy, shadow economy spheres, shadow turnover, share of the shadow economy in com-
modity production and services, shadow activity level of the industry by GDP.

Introduction

Theoretical aspects of the problems of the shadow economy are currently being actively investigated in
the scientific literature and periodicals, because it is difficult to talk about the essence of this phenomenon
and suggest ways to reduce it without knowing the origins of its formation and without investigating the
causes of this phenomenon.

The Republic of Kazakhstan is going through a difficult period of its history, characterized by an un-
precedented process of radical reform of the political and economic system. Real results of economic reform
have been achieved: the market infrastructure and market mechanisms for stimulating production have been
practically formed, the phenomenon of a commodity deficit has been eliminated from economic life, and a
positive balance of foreign trade is constantly maintained. At the same time, the formation of a market econ-
omy has brought to life a number of negative phenomena and processes. One of them is the development of
shadow economic activity, the impact of which on the country's economy is significant, as well as on the
economic security of the state (Daribekov, 2007)

In his Message to the people of Kazakhstan for 2018, the President of the country N. Nazarbayev
changes the vector of attitude to the shadow economy, presenting it not as a sphere that requires elimination
and punishment, but as a potential resource of the country's economy: "decisive actions are Required to im-
prove the business climate, especially at the regional level. The government should prepare a new package of
systemic measures to support business and bring it out of the shadows" [Nazarbayev, 2018].
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The shadow economy exists in almost all countries, regardless of their socio-economic characteristics
and models of economic mechanism. The current socio-economic situation in Kazakhstan cannot be consid-
ered without taking into account the unobserved (shadow) economy. According to expert data, its share in
economic turnover reaches 30% of GDP. At this stage, the influence of shadow factors on economic life is
quite noticeable.

Literature review

Despite the fact that the "appearance" of the shadow economy in economic studies is a new problem,
foreign and domestic authors study it. The issues of detection and prevention of the shadow economy was
considered in fundamental works of such scientists abroad, such as: Smith, P. K. Hart, Dominik H. Enste,
Williams C. C. and Schneider, F. Hope, K. R.R. Remeikiene, L. Gaspareniene and others. Study materials
and publications on this issue leads to the conclusion that the existing theory is aimed at the identification
and description of the phenomenon of the shadow economy. Widely known work of Kazakh and Russian
scientists on this issue, namely: M.V. Golovko, A.V. Guskova, R.O. Bugubaeva, Ainabek K.S., Vidritskaya
N.L, Seitkhozhina B.U. It should be noted that the majority of scientific and practical research in the field of
studying the shadow economy focused on the economic nature of the shadow economy and on ways of re-
ducing its specific weight.

However, the poorly understood aspects related to the assessment of the share of shadow economy in
the sectors of economy of the Republic of Kazakhstan and formation of the main directions of the limitations
of its size, which determined the need for this study.

Methods

Methods are based on the consolidated achievements of neoclassical, institutional and neo-institutional
theory as well as scientific works of domestic and foreign scientists in the field of shadow economy. We
used the abstract-logical, analytical, economic and statistical methods.

Obtained in the course of the study theoretical principles complement and build on national science in
the sphere of combating the shadow processes in the economy. The proposals developed in the framework
of the present work are applicable for the development on the state level concept to combat the shadow
economy.

Results

Analysis of the shadow economy is a subject of many works, scientific articles proposing different ter-
minology the device is used to refer to the concept of "shadow economy": "casual", "u", "underground",
"hidden", "underground", "informal", etc. The variety of types of the informal economy, as well as the heter-
ogeneity of approaches to it, determine differences in the numerous definitions of the informal economy.

According to one commonly used definition, it comprises all currently unregistered economic activities
that contribute to the officially calculated Gross National Product (Smith, P., 1994). The term ‘“shadow
economy” comprises numerous economic activities and it is difficult to provide a formal definition. In
general, the shadow economy can be seen as the decision of in dividuals and firms for economic activity
against official norms, formal institutions and regulations. From the economic policy’s point of view, those
shadow economic activities are particularly relevant, which create addition value and is basically based
on voluntary contracts between two persons (e.g. illicit work) (Dominik H. Enste, 2010). The shadow econ-
omy includes all economic activities, which are hidden from official authorities for monetary, regulatory, and
institutional reasons (Schneider, F., 2016).

Shadow economy comprises of economic activities, enterprises and workers (both pro-fessionals and
non-professionals), when the latter get involved into economic-commercial operations beyond the limits of
legal economics, and such operations are not regulated or protected by a state (Hope, K. R. 2014). Shadow
economy covers all unregistered trade, finance and service provision activities as well as all forms of work
without employment contracts and/or without payment of social insurance contributions and employee taxes
in non-ob-served business (R. Remeikiene, L. Gaspareniene, F. G. Schneider, 2018).

The shadow economy includes all market-based legal production of goods and services that are deliber-
ately concealed from public authorities for the following reasons:

— to avoid payment of social security contributions; to avoid certain legal labor market standards, such
as minimum wages, maximum working hours, safety standards, etc.;

— to avoid complying with certain administrative procedures, such as completing statistical question-
naires or other administrative forms (F. Schneider, A. Buehn, 2018)
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Some authors claim as a set of relations between various entities in public proceedings, formal rules of
management, the results of which for one reason or another, not included or cannot be included in official
statistics.According to another view, under the shadow (uncontrolled) economy (shadow business) under-
stands the totality of the in principle legal but are not detected open the verification methods of financial and
economic operations.

To classify the economy as "shadow", the Russian economist M.V. Golovko uses a stricter criterion-
absence, deliberate refusal of state registration of transactions (Golovko, 2013).

Russian researcher A.V. Guskova suggests that considering economic activities prohibited by law and
not recorded by statistics as one of the components of the shadow economy, as well as speculative transac-
tions, postings, and fraud related to the receipt and transfer of funds (some types of economic crimes)

According to Kazakh scientists R.O. Bugubaeva, Ainabek K.S., Vidritskaya N.I., Seitkhozhina B.U. the
shadow economy is understood as an economic activity that is not registered with official statistics and con-
tradicts generally accepted legal and / or moral standards. The shadow economy is based on the hidden na-
ture of operations (R.O. Bugubaeva et al., 2018).

The impact of shadow processes that occur latently in the economy is so significant that it can pose an
economic threat to the country.

Firstly, shadow processes affect all stages of production and redistribution of resources, violating the in-
tegrity of the country's economy and leading to a shortfall in tax revenues for national and local budgets.

Secondly, operating in the shadow sector of the economy is characterized by partial or complete con-
cealment of income, which leads to distortion of tax, financial, statistical and other types of reporting. As a
result, generalized results for an individual enterprise or group are unreliable.

Thirdly, large resources are concentrated in the shadow sector of the economy, which can become a fac-
tor of economic growth (Ryabushkin B.T., Churilova E., 2003.)

Shadow economy - a complex phenomenon of the socio-economic system of the state, which is repre-
sented which is represented by a totality of uncontrolled and unregulated economic relations between the
economic entities in the direction of obtaining illicit income, which, accordingly, is concealed from the pay-
ment of taxes (O. Kopylenko, I. Gryshova, O.Diachenko, 2018)

Based on these definitions, each of these perspectives reflects prevailing in the economy real processes.
The authors have different approaches to the definition of the shadow economy, emphasizing the features of
this phenomenon. However, it seems logical to consider, as a key sign of inclusion activities of the shadow
economy is the absence of statistical authorities, which is the main criterion in the evaluation of shadow eco-
nomic relations.

The development of the shadow economy is, on the one hand, a reaction to the fact the state rule of reg-
ulation. Regulation is impossible without restrictions, and unreasonable restrictions provoke their violation,
especially if it is profitable. Many types of the shadow economy is largely explained by flaws in the state reg
cancellation — the bureaucratization of management, too high taxes, etc.

However, it should be clearly aware that even the best system of centralized management could reduce
the scale of the shadow economy, but not eliminate it. And the minimum tax some taxpayers will necessarily
evade from their payment.To shadow production are activities that are productive and legal but deliberately
concealed from public authorities in connection with the failure to comply with regulations.

Causes of shadow production are:

— evasion from payment of taxes on income, etc.;

— evasion from payment of contributions for social insurance;

— failure to comply with standards set by legislation (standards of labor protection, safety and sanita-
tion);

— failure to provide departmental reporting.

Based on the methodology of the SNA, all known manifestations of the shadow economy are divided
into two broad groups (figure 1).

Activities in the informal sector includes the manufacture involving non-registered unincorporated en-
terprises in the household sector and relevant thresholds for registration.

Activities carried out by unincorporated household enterprises producing exclusively for own final use.

Illegal activities include activities that produce goods and services forbidden by law or carried out by
manufacturers without obtaining the appropriate permit (crimes against property of all kinds, theft, robbery,
robbery, fraud, etc.; economic crime; the flight of capital abroad, illegal export of goods, influencing the size
and structure of GDP).
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According to the OECD in the first decade of the new century, the size of the shadow economy in the
world reached 10 trillion dollars. USA, it was nearing 2 billion people (accounting for about 50% of the en-
tire workforce of the planet), and it was mainly concentrated in southern Africa (nearly 40% of the region's
GDP) and Latin America (35%).

Countries — leaders in the size of the shadow economy (over 60% of GDP) were Zimbabwe, Bolivia
and Georgia.In 2017 against the shadow economy GDP of Azerbaijan was in the lead (67%), Nigeria (48%),
Ukraine (46%), on the one hand, and Switzerland (6.0 per cent) and the USA (5,4%), on the other hand.
(ACCA Global, 2017)

AREAS OF THE SHADOW ECONOMY
|

Productive areas of activity included in GDP

Crimes against property and persons that are not
included in GDP and are registered in special ac-
counts to reduce statistical error

Informal but legal (informal) Not prohibited activities, but understated [llegal unofficial activities
activities or hidden by manufacturers to evade
their obligations

Activities of Activities of unincorporated Legal activities that are Illegal activities for the pro-
unincorporate enterprises with informal engaged in illegally duction and sale of prohibited
d enterprises employment (without a license, etc.) goods and services (smuggling,

prostitution, etc.)

Figure 1. The scope of the shadow economy according to the methodology of SNA

Note - compiled by the author based on (System of National Accounts, 2008)
According to others, the minimum was observed in the United States (7.8 Percent), Japan (10%), and
China (10.2%). In the opinion of the columnist, Wall Street Journalby 2025 the reduction in size of the shad-

ow economy will continue in the United States (6.9%) and Canada (13.8 percent). Experts ACCA expect by
2025 2% drop from the level of 2017 around the world, amounting to 22.5% of GDP 11 (Fig. 2).
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Figure 2. The scale of shadow economy, % of world GDP
Note - compiled by the author based on (ACCA Global, 2017)
For the Russian Federation forecast ACCA stable: 2011 — by 39.33%, 2025 — 39.3 per cent that as-
pect of the analyzed problem does not seem to be favorable. A high share of shadow economy in GDP shows

the economy of Kazakhstan, where in 2018, according to the statistics Committee under the Ministry of na-
tional economy of the Republic of Kazakhstan amounted to 27.02% (figure 3).
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Figure 3. Share of the shadow economy in the Republic of Kazakhstan

Note - compiled by the author based on (Committee on statistics of the Republic of Kazakhstan, 2019 )

From figure 3 it is seen that the share of shadow economy is reduced. So, if in 2014 the share of non-
observed economy was 28.6% of GDP, in 2018, there was a decline of 1.58 %, which amounted to 27.02%
of GDP. The average specific weight of the non-observed economy for the last six years was 26.5%, the size
is in the range from 19.2 to 27.02% of GDP.

Dynamics of development of non-observed economic activities can be represented in the form of a
branch cut, which is most attractive for "shadow" (figure 4).

Trade
Construction
Providing other services
Transport
Agricultural industry m Official
. .. turnover
Manufacturing activity
Production and distribution..

Extraction of minerals

T T T T T

0 20 40 60 80 100

Figure 4. Relative size of shadow economy in the Republic of Kazakhstan
by types of economic activity on average over the 2015-2018 years in %

Note - compiled by the author based on (Committee on statistics of the Republic of Kazakhstan, 2019 )
From figure 4 it is seen that "shadow" entities choose mostly non-productive sector of the economy ex-

cept agriculture. From 2013 to 2018, the share of the shadow economy in the production of commaodities fell
by almost half, from 9% to the current 6.9 percent (Figure 5).
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Figure 5. Share of the shadow economy in the production of commodities and services (%)

Note - compiled by the author based on (Committee on statistics of the Republic of Kazakhstan, 2019 )
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In a service economy, an increasing volume of services away from an official Declaration, the share of
the shadow economy over the same period rose from 19% to 20.12%. The most actively go into the shadows
of the commercial enterprise.

In the sector of wholesale and retail trade (including car repairs) in 2018 the order of 8.62% of the facil-
ities were without proper official registration. A year earlier this share was estimated lower — at the level of
8.87%. (Figure 6).

manufacturing industry

agricultural industry

m2018
m2017
2016
2015

transport and warehousing

real estate transactions

trade

Figure 6. Industries with the highest share of the shadow economy in Kazakhstan
Note - compiled by the author based on (Committee on statistics of the Republic of Kazakhstan, 2019 )

From figure 6 it can be seen that the reduction of the shadow economy is observed in the transport and
logistics industry, from 4.1 % to 4.0%. Producers of agricultural products, as well, actively legalized. For the
analyzed period the share of underground production in total production decreased from 2.47% to 2.37%. In
the sector of real estate transactions, the share of the unobserved economy has decreased from 1% to 0.86%.

High level of shadow economic activity belongs to the construction industry and the provision of ser-
vices. However, these sectors in the structure of the shadow economy have a low share. A significant share
in the structure of non-observed economy has industries related to agriculture, however, the volumes in this
sector remain at a low level (figure 7).
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Figure 7. The Level of shadow activities by sector to GDP the average for the 2015-2018 godesin %
Note - compiled by the author based on (Committee on statistics of the Republic of Kazakhstan, 2019 )

From figure 7 it is seen that the average level of the shadow by industry to GDP over 2015-2018 is dif-
ferent. The average level of the shadow by industry to the GDP attributed to agriculture, which amounted to
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8.9% of GDP. The main form of manifestation of the shadow economy in agriculture is informal production.
The greatest volume of shadow economy is concentrated on private farms (statistically important: this refers
to farms of values, not a home for personal use), since they recorded a significant turnover of shadow money
and informal employment. Prerequisites for the preservation of the informal sector in the agricultural sector
is small commodity production, the lack of a developed logistics system for procurement, transportation and
storage of raw materials. All these factors lead to the emergence in the sphere of a large number of economic
agents, unreasonably overestimating the cost of production.

The shadow economy in the trade represented a hidden production with the aim of understating the tax
base, spontancous trade and lack of organization outlets, as well as informal employment.

This cross-sector division of underground activities shows perfection of normative-legal laws regulating
various aspects of economic activity. This motivates us to transform an official of economic activity in the
most "convenient" types of shadow activity.

Thus, the shadow processes are clearly expressed in the economy of the Republic of Kazakhstan, espe-
cially in the field of construction, agriculture, trade and transport. One of the priorities of the Government of
the Republic of Kazakhstan is to reduce the share of shadow business in the economy and its translation to
"legal" mode of operation. Therefore, not only for one region but for the state as a whole, the problem of de-
velopment of the shadow economy, regulation of the shadow economy, necessary task. Implemented in the
country measures aimed at democratization of society, business support, combating corruption and the shad-
ow economy contribute to positive change in institutional and economic environment.

The effective combating of the shadow economy is largely dependent on understanding the place and
role of the state in a market economy. For example, all agree that shadow operations have become subjects
of market economy is simply uneconomical.

In recent times stands out approach to solving the problems of the shadow economy.

The first liberal ideas accompanied by full legalization of all of the shadow economy and the associated
high rate of primitive capital accumulation.

The second approach, which arose on the basis of negative outcomes of the liberal and repressive. It is
aimed at the expansion and strengthening of law enforcement authorities, improvement of interaction of spe-
cial services, the increased penalties and stricter laws.

Undoubtedly, the state has direct responsibility in terms of combating corruption of the state apparatus
and its fusion with the powerful business representatives. Necessary as the adoption of legal rules that mini-
mise the possibility of extortion and bribery in relations between officials and business, and a strict adminis-
trative action against their specific manifestations.

The increasing resistance to existing norms and economic regulations that is reflected in the continuing
importance of the shadow economy can be dealt with through a two-pillar strategy of reducing the attractive-
ness of the exit option (the shadow economy) whilestrengthening the voice option (voting and participation).
(Table 1).

Table 1. A two-pillar strategy for reducing the attractiveness of the existing option (shadow economy) and strengthen-
ing the voice option

Exit option Voice option
Reducing financial incentives to escape into the shadow | Strengthening popular participation in government
economy Build trust and invest in social capital (for example,
Improve and simplify the tax system to strengthen ac- | through support ofcorporate social responsibility)
ceptance Reduce centralization

Reform social security systems by strengthening the | Support more direct democratic elements

equivalence principle (more social tax contributions | in some areas

equals higher payments) Encourage popular participation to increase commitment
Boost efficiency in administration and combat corruption | and loyalty and reduce free riding

Focus on higher growth and welfare in the official sector | Avoid attacking the symptoms through stricter controls,

to reduce pressure on government budgets which encourages hiding participation in the shadow
Protect property rights and increase investment economy rather than reducing it
in infrastructure Focus on reforms of institutions and systems

Allow more flexible work arrangements for employees | Explain and communicate broadly the need for reforms
and employers (individual agreements)

Reduce regulation and bureaucracy

Note - compiled by the author based on (Enste, D. H., 2018)

Cepusi «9koHomuka». Ne 2(98)/2020 59



V.l. Glukhova, S.S. Daribekov et al.

Federal elements have to be strengthened, and instruments of direct democracy, such as referen-
dums and legal initiatives, should be introduced to give citizens more opportunities to participate in
rule making and the design of the tax system. Increased participation will diminish the perception of
being subjected to unfair restrictions on personal freedom, thereby boosting tax morale and civic loy-
alty and reducing the attractiveness of the shadow economy. Acting in accordance with the subsidiari-
ty principle (matters should be handled at the lowest competent level of administration) is economi-
cally advisable and more efficient (Enste, D.H., 2018).

To strengthen the material base and improvement of methods of fight against economic crimes
and corruption in the United States, Japan, France, was created in 1989 (FATF) special international
structure to combat money laundering. An account of major financial transactions and entities that
have carried out this operation, financial and credit institutions. Was established financial intelligence
agencies to track suspicious transactions and deposits. Banks are required to inform the security ser-
vices about suspicious transactions and to provide access of these services to the clients ' accounts.
Administrative processes are decentralized. To expand the administrative capacity of local authorities,
they have been given responsibility, the extent of which varied depending on the Ministry and sector.
Employment is determined by educational level. Admission to higher levels of service dependent on
educational attainment and is often associated with exams.

One method of reducing the shadow economy has become a state policy of legalization. The le-
galization of criminal proceeds is a link between an open economy and the criminal sector of the
shadow economy. Figure 8 presents the scheme of interaction of an open economy with the criminal
sector, while the laundering of proceeds allocated conditionally to show its place in the functioning of
the economic system.

Under the legalization of income obtained by criminal means is understood as giving lawful ap-
pearance to possession, use and disposal of monetary funds or other property obtained through the
Commission of crimes.

The basic rules of combating laundering of the proceeds from uncontrolled economic activi-
ties are:

a) the definition of the concept of legalization of income as activities of giving a legitimate ap-
pearance to the proceeds of crime;

b) establishing requirements for the registration of a number of types of financial transactions and
identification of persons who committed them, as well as requirements for storage of these materials;

c) the use of the term "financial transactions" (which covers transactions with money, securities,
property, property rights) and license and registration of such operations;

g) application of the concept of "organizations which perform financial operations." As such,
should be recognized not only credit institutions but also all other business entities, as well as offices,
gaming establishments, etc.;

d) restriction of commercial and banking secrecy in order to obtain information necessary to de-
tect and prevent action on legalization of proceeds from crime;

e) the imposition of restrictions on financial transactions with the cash movement of cash across
the customs border;

g) the introduction of the category of financial transactions subject to special control;

h) obligation of employees of organizations carrying out financial transactions, to inform the
competent authority about the illegal transactions and transactions requiring special control;

I) the immunity of employees of organizations carrying out financial transactions, accountable for
the disclosure of information constituting commercial or Bank secret, if this information to the shad-
ow economy to the authorized body about the illegal transactions and transactions requiring special
control;

k) establishment of responsibility of employees of organizations carrying out financial transac-
tions.

60 BecTHuk KaparaHauHckoro yHvusepcuTeTa



The shadow economy: concept and evaluation

Budget of the
: country > Embezzlement of budget
Return o / funds (VAT fraud, etc.)
currency T
revenue
/ . . .
Open (official, legal) Criminal bankruptcies
Export of goods
- economy
and services
l rY rY Unrecorded and hidden
from taxation profits of
Non-return of enterpnsgs contrQIIed by
currency organized crime
revenue
"Foreign" investments INVESTMENT
/ A
v v A

Setting up businesses

abroad Criminal shadow

capital

T

Legalization of
criminal proceeds

Investments in the foreign

economy Income from criminal busi-
v ness, mercenary crimes (em-
«— bezzlement corruption
Legal export . ), p
crimes, etc.

Acquisition of real
estate abroad

— Illegal expor

Figure 8. Interaction of open economy and the informal sector
Note - compiled by the author based on (Golovanov, 2003)

Thus, such events allow to use a significant portion created in the society rents on the implementation of
socio-economic programs, the development of fundamental scientific research and for the development of
small business. It is fundamentally important to provide control not only of regions but of the state over ac-
tivity of shadow structures operating in the strategically important for the economy enterprises. This is essen-
tial to reduce the effect of shadow structures on the economy as a whole.

Conclusion

Economic theory still has not developed a universal definition of the shadow economy, and the reason
lies in the conceptual disagreement of authors and special approach to it in different countries. This fact re-
flects significant theoretical and methodological problem due to the fact that the term "shadow economy" in
the modern period is widely distributed, including is subject to state control.

Shadow activity in sectors of the Kazakh economy appears uneven. Leaders among the "shadow" sec-
tors of the economy are: agriculture, manufacturing, construction and transportation. The minimum value of
the shadow activities have on mining (7%), production and distribution of oil, gas and water (up to 21%).
This is because these industries are fully controlled by the government.

The decrease in the level of incomes and a sharp differentiation has led to the growth of the shadow ac-
tivities of the population. This is especially clearly seen in agriculture and transport, as tax administration
data sectors of the economy difficult.

Cepusi «9koHomuka». Ne 2(98)/2020 61



V.l. Glukhova, S.S. Daribekov et al.

The legalization of shadow money is a necessary condition for the functioning of organized crime in the
economic sphere. In order that the money or other property derived from criminal business could be put into
further circulation without danger for the criminals to be exposed, legal cover mst be purchased, which is
achieved in various ways. The fight against laundering of criminal money is one of the most effective mech-
anisms for combating criminal economic system, causing significant damage to a healthy economy and un-
dermining the financial stability of any state. After all, shadow capital legalized allows organized crime to
buy all types of property and to establish control over the economic and then the political system of the coun-

try.
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KeJienkeJti 3x0oHOMHKA: TYCiHiKTep MeH Oarajiay

Anoamna
Maxcamuvr: Maxkanana Ka3akcTaHHBIH KoJEHKETl SKOHOMHKACHIHBIH JaMyblHa ocep €TeTiH YFbIMaap, Oaramay
XKOHE ceOenTepi TalKbUIAaHFAaH. ATam aWTKaHAa, aBTOpJiap KeJICHKETI ASKOHOMHKAHBIH TNaiga Oony cebenrepiH
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TEOPUSIIBIK Heri3eyre HerizgenreH KaszakcTan PecmyOnukachlHIAFbl KOJICHKENI SKOHOMHUKAHBI INEKTEY TETIKTEPiH
YCBIHYFa THIPBICKAH.

Ooici: CanpICTBIPMaIIbl, TEOPHSIIBIK TAIAAYbl KOJIIaHy HETi31He MEMIIEKETTIK 3aHIaCThIPYy CascaThl TYPFBICHIHAH
HETi3ri OaFBITTaplIbl KETUIAIPY apKbUIBI KOJICHKEIl SKOHOMHUKAHBI IIEKTEY KEPEK JCTCH TYKBIPBIM JKacallFaH. 3epTTey
moHi - Kazakcran PecryOnmukachiHIAFbl KOJCHKE CEKTOPBIH KAJIBINTACYBl MEH JaMybl MPOIIECiHe Maimaa 00aThiH
9KOHOMUKAIIBIK KAThIHACTAP.

Kopwimbinovr: ¥ CHIHBUIFAH FHUIBIMU MaKaliaJia aBTOpIap KOJICHKET SKOHOMHKA YFRIMBIHBIH MOHIH KapacThIpyFa
keHin OenreH, KasakcraHmarpl KeOJCHKETl SKOHOMHKAIBIK KBI3METTIH JaMy cCajachlHA Tajnay jKacaraH, COHIaW-ak
KOJICHKEJI YIKOHOMHUKAHBI KBICKApPTy peTiHae OaKplIaHOAWTBIH SKOHOMHUKAJIBIK KbI3METTEH KipiCTepIli KBUIBICTATYIBIH
HETi3Ti OaFpITTaphl YCHIHBUIFAH.

Tyorcoipoimoama: Kenenkeni mponecrep Kasakcran PecrmyOnukachbIHBIH 3KOHOMHKACBIHIA, dCipece KYpPBUIBIC,
aypll IMapyaliblIBIFEL, cayla MOHE KOJK callaChlHIa alKbIH KepceTinreH. MemileKeTTik OacKapynblH OackiM
MIHIETTEpiHIH Oipi YKOHOMHUKAIaFbl KOJICHKEN OW3HEC YJIeCiH TOMEHIETY *OHE OHBI «3aHIbI» XYMBIC pPEXHMiHE
aybICTBIPY OOJIBIN TaObUIAABL. A3alTy TETIKTEpl peTiHAE XKapHsl €Ty IIH MEMJICKETTIK casicaThl YChIHBUIA/ABI, OUTKEeHI OyJ1
ic-mmapanap KOFamMJa KYpBUIFAH PCHTAHBIH eJeylli O6JiriH MEMIJICKeTTe 3KOHOMHUKAJIBIK pedopmarnap Kyprizyre
OarbITTalIbL.

Kinm ce30ep: xeneHKen YKOHOMHUKA, KOJICHKEI SKOHOMUKAHBIH cepaiapbl, KOJISHKEN aifHaIbIM, Tayap eHJipici
MEH KbI3MET KOPCETY/IeT1 KOJICHKE YKOHOMHUKAHKIH Yiieci, JKIO-re KaThICThI KeJIeHKe OeNCeHAUTIK JeHT eHi.

B.U. I'nyxoBa, C.C. lapudexos, A.C. lapudexona, C.111. MambeToBa, 3.A. EckepoBa
TeHeBasi IKOHOMHUKA: MOHATHSI U OLIEHKA

Annomauyus

Lenv: B craThe paccMaTpUBAIOTCS MOHSTHSI, OLEHKU U MPUYHHBI, BIMSIONIME HA Pa3BUTHE TEHEBOW SKOHOMHUKH
Kazaxcrana. B 4acTHOCTH, aBTOpPBI CTpEMSITCS MPEIJIOKUTh MECXaHU3MbI OTPAaHHYCHHS TCHEBOM dKOHOMHKH B Peciy0-
mke KazaxcTan Ha OCHOBE TEOPETHYECKOT0 00OCHOBAHUS MPUYNH CYIIECTBOBAHMS TEHEBOW SKOHOMUKH.

Memoowr: Ha 0CHOBE HCIOJB30BAHUS CPABHHUTEIBHOTO, TEOPETUUCCKOr0 aHAN3a CIENIaH BBIBOJ O HEOOXOIMMO-
CTU OTPAaHUYEHHUS TEHEBOW SKOHOMUKH IyTEM COBEPILICHCTBOBAHMSI OCHOBHBIX HAINpPaBICHUM C TOUKH 3PEHUsI Tocyaap-
CTBEHHOH MOMUTHKH Jeranu3anun. [IpeameroM ncciie 1oBaHus ABISIOTCS YKOHOMHYECKHE OTHOIICHHS, BO3HUKAIOIINE B
TIpoIiecce CTAHOBIICHUS M PAa3BUTHS TEHEBOTO CEKTOpa AKOHOMHKH B Pecybnuke Kazaxcram.

Pesynomamei: B npeuioxeHHOM Hay9IHOM CTAThe aBTOPOM YIIEICHO BHUMAHUE PACCMOTPEHHUIO CYIHOCTH IIOHSI-
THS TCHEBON 3KOHOMHUKH, IPOAHATU3UPOBAHEI Cephl Pa3BUTHS TCHEBOW YKOHOMHUUCCKOW JesTenbHOCTH B Ka3zaxcrane,
a TaKkKe MPEeIOKEHB B KAUeCTBE COKpAIEHHS TEHEBOH SKOHOMHUKH OCHOBHBIC HAIIPABIICHHUS IPECCUCHHSI OTMBIBAHUS
JIOXOJIOB OT HEKOHTPOJINPYEMOH 3KOHOMUYECKOH IeSTETHHOCTH.

Buisoowi: TeneBble TpoIIeCcChl PKO BEIpaKeHBI B dKOHOMUKE Pecrybnmkn KazaxcTan, ocoOCHHO B cdepe CTpou-
TEJbCTBA, CETLCKOTO XO34UCTBa, TOPTOBIN U TpaHcnopTa. OAHON U3 NPUOPUTETHBIX 3aJau TOCYIApPCTBEHHOIO YIpaB-
JICHHS SABJSICTCS CHIDKCHHE JOJIM TCHEBOTO OM3HECAa B DKOHOMHKE U TIEPEBOJ] €TO HA «ICTANBHBIN» pexuM paboTel. B
Ka4yecTBE MEXaHW3MOB CHIDKCHHS INPEICTABISACTCS TOCYNAapCTBEHHAS ITOJIMTHKA JIETATH3allH, TaK KaK JaHHBIE Mepo-
MPUATHS TIEpeBEAYT 3HAYUTEIBHYIO YacTh CO3JAaHHON B OOIIECTBE PEHTHl HAa MPOBEACHUE SKOHOMUYECKHX pedopM B
rocyaapcTBe.

Knoueswvie cnosa: TeHeBasi 3KOHOMUKA, chepbl TCHEBOW YKOHOMHUKH, TEHEBOK 000POT, OIS TEHEBOH YKOHOMUKH B
TOBAPHOM IIPOU3BOJICTBE U YCIIyraxX, ypOBeHb TEHEBOM aKTUBHOCTH NpoMblliieHHOCTH 110 BBII.

References

Enste D.H. Regulation and shadow economy: Empirical evidence for 25 OECD-countries / D.H. Enste // Constitutional
Political Economy. — 2010. — Ne 21(3). — P. 231-248

Enste D.H. The shadow economy in industrial countries / D.H. Enste // IZA World of Labor, 2018. — (DOI:
10.15185/izawol.127.v2).

Fisher L. Time to Shrink Shadow Economy / L.Fisher / ACCA Global, 2017. —
(http://www.accaglobal.com/pk/en/member/discover/cpdarticles/business-management/shadoweconomy-cpd.html).

Hope K.R. Informal economic activity in Kenya: benefits and drawbacks / K.R. Hope // African Geographical Review.
—2014. — Ne 33 (1). — P. 67-80.

Kopylenko O. Leading institutional mechanism of the state regulation and the shadow economy /O. Kopylenko,
I. Gryshova, O. Diachenko // Proceedings of the 2nd International Conference on Social, Economic and Academic
Leadership ICSEAL). — 2018. — Advances in Social Science, Education and Humanities Research. — P. 60—68.

Cepusi «9koHomuka». Ne 2(98)/2020 63



V.l. Glukhova, S.S. Daribekov et al.

Remeikiene R. The definition of digital shadow economy / R. Remeikiene, L. Gaspareniene, F.G. Schneider // Techno-
logical and Economic Development of Economy. — 2018. — Ne 24 (2). — P. 696-717.

Schneider F. Estimating the Size of the Shadow Economies of Highly-developed Countries: Selected New Results
/ F. Schneider // CESifo DICE Report. — 2016. — Ne 4. — P. 44-53.

Schneider F. Shadow Economy: Estimation Methods, Problems, Results and Open questions / F. Schneider, A. Buehn //
Open Economics. — 2018. — Ne 1. — P. 1-29.

Smith P. Assessing the Size of the Underground Economy: The Canadian Statistical Pespectives / P. Smith // Canadian
Economic Observer. — 1994. — Ne 11(010). — P. 16-33.

System  of  National Accounts 2008 // The  United Nations Statistics ~ Division.  —
(http://unstats.un.org/unsd/nationalaccount/docs/SNA2008.pdf.)

T'onoBanoB H. TeneBast 5KOHOMUKa ¥ Jieranu3anus npectynubix qoxonos / H. I'omoBanos. — CII6.: TIutep, 2003. —
303 c.

Tl'onoeko M.B. K Bompocy o criocobax OIeHKH JeTepMHUHAHTOB TeHEeBOH akoHOMUKH / M.B. T"osoBko // HanimoHansHbIe
WHTEPECHI: MPUOPHUTETHI U Oe3omnacHocTh. — 2013. — Ne 33, — C. 36-43.

I'ycbkoBa A.B. TlapamienbHas SkoHOMUKA: cepHHT N0 ISATH TeHEBBIM cekTopaM / A.B. I'ycekoBa // Bectn. Hikero-
pox. akaa. MBJ] Poccun «fOpumndeckas Hayka u mpakTukay. — 2017. — Ne 3. — C. 296-299.

Hapubekos C.C. Hekotopeie acnektsl TeHeBoi 3koHOMuKH / C.C. Japubekos // Bectn. Kaparaun. roc. yH-ta. Cep.
OxoHomuka. — 2007. — Ne 2 (46). — C. 4-9.

Psa6ymkua b.T. MeToab! OIICHKH TEHEBOTO W HeopMaIbHOTO cekTopoB dkoHOMUKH / B.T. Pa6ymkun, E.1O. Uypuona.
— M.: ®unanchH u kpeauT, 2003. — 144 c.

Crart. c0. «Ka3zaxcran 3a 2018 r.» // Komuter no cratuctuke Pecriyonmuku Kazaxcran. — (https://stat.gov.kz)

IMocmanue Ilepsoro Ilpesunmenta Pecnybnmkn Kazaxcran H. Hazap6aea Hapomy Kazaxcrana «HoBble BO3MOXKHOCTH
pa3BUTHS B yCIOBUSAX YeTBepToii MPOMBIIIICHHON peBomronnny // Kazaxcranckas mpasmga. — 2018, — 11 sHB.

Byry6aesa P.O. Dxonomuueckas OezomacHOCcTh M mpoOiembl ee obecnieyeHus: B PecnyOnuke Kazaxcran: mMoHorp.
/ P.O. Byrybaesa [u ap.]. — Anmater: CCK, 2018. — 218 c.

64 BecTHuk KaparaHauHckoro yHvusepcuTeTa



DOI 10.31489/2020Ec2/65-78
JELI25, 128
UDC 35,37

A.M. Rakhmetova', Ye.G. Budeshov’, S.A. Shanin®

! 'ZKamganda Economic University of Kazpotrebsoyuz, Kazakhstan
'PLEKHANOYV Russian University of Economics, Russia
aibota@mail.ru’, yeraly _budeshov@mail.rni’, sershanin@rambler.ru’
https://orcid.org/0000-0002-0008-488 71, https://orcid.org/0000-0002-16 76—29022,
https://orcid.org/0000-0003-2403-4005"
Scopus Author ID: 928767', Scopus Author ID: 57199296110, Scopus Author ID: 57189895928’

Development of education in the context of state management
of the quality of life of the population in the Republic of Kazakhstan

Abstract

Object: This paper aims is to identify current trends and challenges to providing quality and affordable education
to the population through the analysis of the process of state management of the quality of life in education, and to pro-
pose recommendations on how to resolve the said challenges and improve the quality of education in the Republic of
Kazakhstan.

Methods: The following methods were used during the research: empirical, analytical, synthetic and comparative-
logical ones.

Results: The article explores the education system of the Republic of Kazakhstan as a key branch of the social sec-
tor and the most important aspect in the state management of the quality of life of the country's population. In particular,
we have seen into the indicators that characterize the following: coverage of children with preschool education, dynam-
ics of secondary, technical and professional, higher and postgraduate education, inclusive education development, all of
which are aimed at comprehensive development, creativity and strategic thinking, the ability to adapt to different per-
sonal conditions and contribute to improving the quality of life of the population, and consequently, sustainable socio-
economic development of the country.

Conclusions: As a result of the research, we have identified issues, the solution of which shall help to improve the
quality of educational services and ensure their accessibility. We have formulated conclusions and proposals to improve
the effectiveness of strategic management of the education system to achieve a decent level of quality of life for the
population in the Republic of Kazakhstan. Recommendations formulated and proposed by the authors can be used by
research centers involved in national research, by public associations and public administrations directly for the elabora-
tion of state programs, strategic plans in education and in the process of improving the quality of education management
system as a component of the quality of life of the Republic of Kazakhstan population as a whole.

Keywords: public administration, quality of life of the population, accessibility and quality of education, human
capital, competitiveness.

Introduction

Economic literature views the quality of life of the population in the context of various aspects and
interprets differently depending on the purpose of the study. Regardless of the conceptual solutions en-
countered, one of the essential and significant components of the quality of life is education; its accessibil-
ity and quality. In turn, the "quality of education" concept reflects the degree of compliance of the educa-
tional process at all levels and is characterized by real educational results that meet the established regula-
tory requirements, social and personal expectations of the population. Accordingly, ensuring access to
quality education for as many people as possible shall also lead to an improvement in the quality of life of
the population.

At the same time, there is a point of view circling in scientific community that says, education is pre-
sented as a secondary element of the "quality of life" category. We do not share this vision since in addition
to its actual cost, education is also a means of achieving various results that have a creative value for the
quality of human life. At the same time, while some of these results have monetary value and create income
for an individual, others, such as self-realization and active cognitive activity, contribute to the expansion of
human freedoms and potential opportunities, regardless of whether it currently has any impact on the indi-
vidual’s personal income and thus benefits both the individual and the entire society in achieving a decent
future.

Certainly, given the significant impact of the availability and quality of education for society, an im-
portant task for public administration represented by government authorities at national and local levels is
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their participation in the formation of an appropriate institutional environment, adequate to the requirements
of higher quality of life in its various aspects. This includes ensuring the elaboration of integrated develop-
ment strategies of both companies and individual sectors associated with education.

The strategic documents developed by the state emphasize the importance of improving the level of ed-
ucation of the population and the effectiveness of the education system management. Thus, according to the
Leader of the Nation N.A. Nazarbayev, the strategy “Kazakhstan-2050” indicates that “In order to become a
developed and competitive nation we must become a highly educated nation. In the modern world simply
embracing literacy is not enough. Our citizens must be ready to permanently gain new working skills using
the most advanced equipment and the most modern production techniques.” (Strategija “Kazahstan-2050”
[Strategy “Kazakhstan-2050’], 2012).

According to the Strategic development plan of the Republic, the perspective positioning in education is
presented as "the development of human capital with high-quality and demanded skills of the XXI century,
which will determine the further growth of the economy of Kazakhstan. The education system should aim at
ensuring accessibility and inclusiveness at all levels and training experts that meet both the labor market’s
current needs and the needs of the economy in the future." (Strategicheskij plan razvitija Respubliki Kazakh-
stan do 2025 goda [The strategic plan for development of the Republic of Kazakhstan until the year 2025],
2018).

Notably, the Global Competitiveness Index (hereinafter referred to as GCI) report of The World Eco-
nomic Forum (hereinafter referred to as WEF) for 2019, puts Kazakhstan's competitiveness in the “Education
and skills” factor on the 57th place, i.e. average level. Despite minor improvements in indicators such as
“quality of vocational education” and “expected duration of education”, the country's position in this rating is
still low, which puts notable emphasis on the relevance of the topic of this research. In addition, the rele-
vance is determined by the need to improve the mechanism of public administration in education. This shall
provide the population with knowledge, skills and abilities that meet the requirements of a rapidly changing
modern market economy and contribute to the successful adaptation of people to the new requirements of the
labor market, their ability to withstand global challenges and shocks.

In this regard, the purpose of this study is to identify current trends and challenges to providing quality
and affordable education to the population via the analysis of the state management of the quality of life in
education, and to propose recommendations on how to resolve the said challenges and improve the quality of
education in the Republic of Kazakhstan.

Literature Review

The following foreign and Russian researchers have studied and presented the issues of the influence of
education on the quality of life of the population in their scientific works: C. E. Ross, M. Van Willigen,
J.D. Edgerton, L.W. Roberts, S. von Below, J. V. Winters, P. Morais, V. L. Miguéis, A. S. Camanho,
N.B. McLaren, M. A. Shorokhova, I. L. Sirotina and many others (C. E. Ross, M. Van Willigen, 1997;
J.D. Edgerton et al., 2012; P. Morais et al., 2013; J. V. Winters, 2011; N. B. McLaren et al., 2015).

The analysis of author opinions given in scientific literature allows to classify them by similarity of
education category definitions as a component of the quality of life of the population. For example, some
authors argue that the demand for knowledge and high quality of education improves the quality of life of
the population as it increases the possibility of access to interesting, permanent and paid work, increases
the possibility of stable social relationships, especially marriage, which increase social support. It also de-
velops analytical skills that people use to determine their behavior, to change personal preferences and
restrictions / opportunities provided to individuals (C. E. Ross, M. Van Willigen, 1997; J. D. Edgerton et
al., 2012).

A group of Russian scientists (N. B. McLaren, M. A. Shorokhova, 1. L. Sirotina) take a different view
and believe that a quality education is a relative concept associated with the socio-economic order of a par-
ticular society considering the stage of development and basic capacity as obtaining a quality education does
not always guarantee the implementation of acquired knowledge in practice and high social status. This leads
to the contradiction between the human desire to implement their knowledge and inability to do so. This can
only be resolved by creating necessary conditions for the development of high-tech industries (N.B. McLar-
en et al., 2015).

In most studies, the quality of education is considered not only as a result of activity, but also as a pro-
cess aimed at achieving the planned results considering the internal potential and external conditions of the
object. At the same time, the assessment of the quality of education is the process of finding the degree of
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compliance of educational results and conditions for ensuring the educational process. In this regard, in addi-
tion to quantitative indicators of educational infrastructure, the assessment of the education quality is based
on the number of the following quality indicators: universities’ rankings in international indices, government
costs on education, innovation development level, academic degree holders rate, competitiveness and profes-
sional mobility of students, relevance and competitiveness of graduates in the labor market, their achieve-
ments, etc.

Meanwhile, the quality of education is directly related to the availability of education, which is under-
stood as the opportunity and equality for each participant in the educational process to get the desired quality
educational resources. Depending on types of access to education, different social groups have different edu-
cational opportunities. In this regard, when solving problems of accessibility of education, the state focuses
on socially vulnerable groups of the population with relatively limited opportunities to participate in the edu-
cational process. Managing access to education also includes creating educational needs, creating financial,
infrastructure, and other opportunities (M. V. Novikov, 2012). The state and society need to focus on these
very aspects in the framework of human development as a condition for achieving success, sustainable eco-
nomic growth, prosperity and social well-being and improving the quality of life of the population
(K. Birchler, K. Michaelowa, 2016; N. Ghaffarzadegan et al., 2017; R. Laurie et al., 2016; J. W. Lee, H. Lee,
2016; A. Nasibulina, 2017; D. M. Salvioni et al., 2017).

The concept that education is considered a factor of competitiveness of cities and the country as a whole
achieved through increasing the number of qualified human resources, also deserves attention. For example,
foreign authors argue that “The competitiveness of cities relies increasingly in their capacity to attract highly
educated workers, as they are important assets for firms when choosing a location, and therefore the local
level of human capital has a positive impact on the quality of life of the population” (Morais P. et al., 2013;
Winters J. V., 2011). Human capital can be increased through education, professional training, gaining work
experience. Time and money required for education and training can be considered an investment in human
capital. This type of investment brings significant long-term and integral socio-economic effect in terms of
volume by its nature. Therefore, it is the most beneficial one for the potential sustainable development of the
modern innovative economy and the level of competitiveness of the country (A.A. Bulasheva,
T.A. Kusainov, 2019; S. M. Dzhumasheva, 2018; G. Konop'janova et al., 2018).

We believe that the analysis and generalization of various points of view of the authors in the scientific
literature in relation to the research topic do not allow us to consider the impact of education on the quality
of life of the population narrowly and one-sidedly. Given that education is a part of quality of life, we must
base the research of the existing problems and governance on an integrated approach that includes a number
of the following criteria: education availability (based on the following indicators: number of public and pri-
vate preschool education institutions, schools, colleges and universities, number of students and teachers in
urban and rural areas, volume of state order for training, etc.), teaching staff structure (hereinafter referred
to as TS) and its training level (based on the following indicators: skilled pedagogical personnel for pre-
school education, position in international rankings by subjects, academic degree holders rate, universities’
positions in QS World University Rankings (foreign teachers’ share, the ratio of teaching staff and the num-
ber of students, citation index, etc.)), the demand for graduates in the labor market (based on the following
indicators: internationalization of the education system, command of English, the share of employed by the
education level), etc.

Methods

In the course of the research, we used the following techniques and methods: empirical (collecting in-
formation), analytical (dividing the problem into homogeneous parts and considering them separately), syn-
thetic (generalizing the conclusions made during the analysis), comparative-logical (comparing homogene-
ous elements in different situations, cross-country comparisons). The information base for the research con-
sists of laws and regulations, research papers, monographs and publications by domestic and foreign scien-
tists in public management of the quality of life of the population, and statistical collections on the education
system of the Republic of Kazakhstan.

Results

We believe that the analysis of trends in education starts with the availability of education by monitor-
ing a number of indicators of pre-school education such as the number of institutions, the number of students
and teachers, capacity supply for students, etc. The State program for the development of education and sci-
ence of the Republic of Kazakhstan for 2016—2019 (hereinafter referred to as the Program) approved by the
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government of the Republic of Kazakhstan dated July 24, 2018 No. 460 provides for and includes individual
indicators of educational accessibility (Gosudarstvennaja programma razvitija obrazovanija 1 nauki
Respubliki Kazakhstan na 2016—2019 gody [The state program of education and science development of
the Republic of Kazakhstan for 2016-2019], 2018).

First of all, let us consider the dynamics of the development of the preschool education system’s key
indicators in the Republic of Kazakhstan over the past 5 years. For example, according to the results for the
period of 2015-2019, there is an annual planned increase by 1480 units of the network of preschool organiza-
tions (see Table 1).

Table 1. Preschool education indicator trends in the Republic of Kazakhstan for the period of 2015-2019units

Indicators 2015 2016 2017 2018 2019
Number of preschool institutions 8 834 9410 9 828 10314 10 583
urban area 2 844 3261 3672 4057 -
rural area 5990 6149 6156 6257 -
state-owned property 7059 7074 6770 6565 6284
private property 1775 2336 3058 3749 4299
Number of students in preschool institutions 758 772 807 170 862 305 880 896 893 461
Capacity 728 551 757 685 896 985 832 113 -
Capacity supply (students per 100) 105,0 106,1 96,1 105,9 -
Number of teaching staff in preschool institutions 80 857 84 796 90 671 94 838 97 197
Note — Compiled by the authors according to the data provided by the Ministry of National Economy of the Republic of Kazakh-
stan Statistics Committee on the basis of source data (Statisticheskie bjulleteni [Statistical Bulletins], 2020).
- reporting data for 2019 for certain indicators have not been published at the time of writing

Despite the fact that preschool education and training holds one of the most successful levels of educa-
tion by the factor of involving the private sector in the network development (more than one third of pre-
school institutions are private (4299 units or 40.6% in 2019, 1775 units or 20% in 2015, increase in pre-
school education coverage by 24.5%: 78.3% in 2019, 77.0% in 2018, 66.1% in 2017, 64.5% in 2016, 53.8%
in 2015), there is still an issue with the lack of qualified teaching staff. This is due to low wages and high
workload, which is reflected in the size of groups, the ratio of students and teachers (it remained unchanged
over the past 5 years: 9 students per 1 employee). This indicates the insufficient effectiveness of the State
Program in relation to quality indicators of the quality of preschool education(Gosudarstvennaja programma
razvitija obrazovanija i nauki Respubliki Kazakhstan na 2016—2019 gody [The state program of education
and science development of the Republic of Kazakhstan for 2016-2019], 2018). However, to improve the
quality of education, regulations of the economic Commission for Europe (hereinafter referred to as the
ECE) consider a smaller ratio of students and teachers to be more effective, because it allows staff to pay
more attention to the needs of students individually and reduces the amount of time required to solve issues.

Now, to the secondary education. The number of secondary schools has decreased to 170 units during
the study period (7563 for academic year 2014/2015, 7393 for academic year 2018/2019), and the number of
private schools has increased by 78 units (189 in 2019; 111 in 2015) (see Table 2).

Table 2. Secondary education indicator trends in the Republic of Kazakhstan for the period of 2015-2019

Indicators 2014/2015 2015/2016** 2016/2017 2017/2018 2018/2019
1 2 3 4 5 6
Number of secondary schools, units
total 7 563 7511 7450 7414 7393
urban area 1932 1 965 1 980 2012 2 055
rural area 5631 5 546 5470 5402 5338
Number of students in general education schools, people
total 2 685 063 2799 585 2930 583 3050 770 3186234
urban area 1 403 895 1481 670 1567612 1 650 672 1757 315
rural area 1281 168 1317915 1362971 1400 098 1428919
Number of those who graduated from the main secondary school (grade 9)
total 221907 224 674 241 188 230 679 235 404
urban area 111 032 110 631 124 244 119 154 126 619
rural area 110 875 114 043 116 944 111525 108 785
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Continuation of Table 2

1 | 2 | 3 | 4 | 5 | 6
Number of those who graduated from the main secondary school (grade 11)

total 133 309 129 406 127 369 127 414 143 089
urban area 61721 61503 62102 63 075 73 061
rural area 71 588 67903 65 267 64 339 70 028
left the country*** - - - 4158 7 606
Incl. thpse \yho §nt§red i i i 3893 7117
educational institutions

Number of teaching staff in general education schools, people

total | 314591 | 325 184 | 319167 | 334205 | 338755
Employed population with secondary vocational (special) education, people
total | 2794817 | 2987880 | 3201192 | 3466417 | 3701939

Note — Compiled by the authors according to the data provided by the Ministry of National Economy of the Republic of Kazakh-
stan Statistics Committee on the basis of source data (Statisticheskie bjulleteni [Statistical Bulletins], 2020).

* since 2014, statistical observation 85-K is excluded from the plan of statistical work for 2014, data is collected by the MES of
the Republic of Kazakhstan.

** number of teaching staff in full-time public general education schools

*** provided in the administrative form starting from 2017.

One of the indicators reflecting the highly educated teachers is the results of PIRLS 2016, where Ka-
zakhstan (by the factor of quality of reading and text comprehension by elementary school students) holds
27th place (536 points) among 50 countries. This is comparable to Germany (537), Canada (543), Austria
(541) and the Slovak Republic (535) and demonstrates the growth of the employed population with sec-
ondary vocational (special) education during the research period. In 2019, 4528 schools (64.9%) were pro-
vided with conditions for inclusive education compared to 2015 (30%), which is 30.4% higher.

However, despite the measures taken in the framework of the Program, the target figure has not yet
been reached in terms of complete elimination of emergency and three-shift schools (0.6% and 1.8%, re-
spectively), and therefore there is an overcrowding of schools and classes in metropolises and large cities.
In particular, in 2019, there were 29 emergency and 122 three-shift schools (Gosudarstvennaja programma
razvitija obrazovanija i nauki Respubliki Kazakhstan na 2016—2019 gody [The state program of educa-
tion and science development of the Republic of Kazakhstan for 2016-2019], 2018).

Now to vocational educational and training (hereinafter referred to as VET). Its quantitative indica-
tors also enjoy a growing trend. For example, during the research period, there was an increase in the
number of colleges with a dual training introduced (518 in 2019, 348 in 2015) with the participation of
more than 4000 companies. In addition, the share of training and production workshops, laboratories and
state college special subject offices equipped with modern training equipment has significantly increased
from 41.2% to 50%, respectively. The project “Free VET for all” has been implemented since 2017. Ac-
cording to it in 2019, reception by state order amounted to 94628 people. Over the past 4 years, the share
of colleges that have created equal conditions and barrier free access for students with special educational
needs (hereinafter referred to as SEN) has increased by 54.5% (69.5% in 2019, 15% in
2015)(Gosudarstvennaja programma razvitija obrazovanija i nauki Respubliki Kazakhstan na 2016—2019
gody [The state program of education and science development of the Republic of Kazakhstan for 2016-
2019], 2018). On the positive side, it should be noted that there is a system of preferential support for SEN
students, which includes the following: free meals provision, dormitories and travel tickets provision, ad-
ditional payments to scholarship allowances. At the same time, there is a shortage of qualified mentors,
training masters. In some cases, there is an underdeveloped methodological and material-technical base,
the backwardness of training systems from innovative technologies currently used in industrial production
using innovative technologies and the latest technology (companies are forced to retrain workers in situ).
As a result, there is a discrepancy in the content and quality of professional education to the employer re-
quirements.

Speaking of higher and postgraduate education, 99% of higher education institutions (hereinafter re-
ferred to as HEIs) have been internationally accredited by agencies that are full members of the interna-
tional European networks for ensuring the quality of education and are included in the register of the au-
thorized education body. In comparison with the academic year 2016-2017, the number of foreign students
in higher education has increased by 3 times by 27206 people (40043 in academic year 2019-2020)
(Statisticheskie bjulleteni [Statistical Bulletins], 2020). Implementation of educational programs in Eng-

Cepusi «9koHomuka». Ne 2(98)/2020 69



A.M. Rakhmetova, Ye.G. Budeshov, S.A. Shanin

lish continues. Over the past two years, 654 educational programs have been implemented. The number of
teaching staff in English is 9270. Every year, the volume of the state order for the training of personnel in
HEISs increases. In the academic year 2019-2020, the state order was 66556 (39700 in academic year 2016-
2017). In particular, in 2019, the state order for the training of PhD and Master's degrees increased by 3.5
and 2 times making 2312 and 13159 (628 and 7429 in 2016), respectively (see Table 3).

Table 3. Higher and postgraduate education indicator trends in the Republic of Kazakhstan for the period of 2015-2019

Indicators | 2015 | 2016 | 2017 | 2018 | 2019
Number of higher education institutions, units
total | 127 | 125 | 122 | 124 | 129
Number of teaching staff of higher educational institutions, people
total | 38 087 | 38 241 | 38212 | 38275 | 38 500
Number of doctoral students, people
total 2219 2710 3603 5609 6363
intake 794 1 086 1671 2 766 1775
output 533 619 721 721 905
Number of master’s students, people
total 29 882 32 893 34 609 38 594 35 690
intake 15261 19 074 18 829 21714 15018
output 15816 16 445 18 268 19 233 20 249
Number of students of higher educational institutions, people
total 459 369 477 074 496 209 542 458 604 300
intake 115195 147 692 138 378 163 336 163 500
output 147 184 138 004 127 084 130 691 142 400
Employed population with higher and incomplete higher and postgraduate education, people
total | 3205 699 | 3212142 | 3 366 990 | 3 489 576 3422471
External outgoing academic mobility, people
total | 2329 | 2473 | 2510 | 2 447 | 2 694
External incoming academic mobility, people
total | 565 | 806 712 | 637 | 681
Number of foreign scientists attracted to higher education institutions of Kazakhstan
at the expense of the state budget and extra-budgetary funds of universities, people
total | 992 | 765 | 688 | 842 | 716
Number and share of foreign students in higher education institutions
_ = _ = _ = _ = _ =
25 | & 25 | & 2z | & 25 | & g | &
2 Q, 4 Q, 4 a, 4 2, 4 2. 4
TS| SE| s | Z2 | vz | S8 sz | SE| v | 22| B¢
= s B o s B o s B 0] s B o s B 0]
=g FRZ 3 FRZ 3 Rz s FRZ 3 FRZ 5
=z =z G =z G
10 829 2.4 12 840 2,7 13 898 2,8 21727 4.0 40 043 6,6
Note — Compiled by the authors according to the data provided by the Ministry of National Economy of the Republic of Kazakhstan
Statistics Committee on the basis of source data (Statisticheskie bjulleteni [Statistical Bulletins], 2020).

One of the important indicators allowing to assess the education system’s quality, the potential for
economic growth and competitiveness and the demand for young experts in the labor market, is the in-
ternationalization of the higher education system in Kazakhstan. It considers the needs of modern socie-
ty, such as the ability to ensure academic mobility of students and teachers, training of staff of a new
generation and qualification able to work in a globalized environment, which is reflected in international
systems for assessing the competitiveness of universities and rating indicators of the quality of higher
education. For example, the internationalization indicator analysis shows that the share of foreign stu-
dents studying at universities in the Republic of Kazakhstan remains low (6.6% in 2019), despite an in-
crease in their number by 2 times during the research period. This indicator averaged 6% for the Organ-
ization for Economic Cooperation and Development (hereinafter referred to as the OECD) countries in
2017, where statistics are not divided into categories of “foreign students” and “international students”
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(2.8% for Kazakhstan), but in about one third of the OECD countries it is equal to or exceeds 10%.
In higher education institutions in countries such as Australia, Austria, Luxembourg, New Zealand,
Switzerland and the United Kingdom, the proportion of foreign students entering was at least 15%,
peaking at 47% for Luxembourg and 21% for Australia(OECD, 2019).

It is also necessary to consider changes in such indicators as the share of employed people by level of
education and the number of employed people with vocational (special), higher and postgraduate educa-
tion. Despite the positive dynamics of these indicators shown in Tables 2 and 3, which in 2019 amounted
to 42.1% and 38.9% of total employment, respectively, the above indicators are 2 times lower than in the
OECD countries, where the average employment rate is 82% for adults with a short-cycle higher educa-
tion, and rising to 84% for those with a Bachelor's degree, 88% for Masters and 92% for Doctors of sci-
ence or equivalent degrees. Young people with the highest qualifications (Master's and Doctorate or
equivalent) usually have the best job prospects. In most countries, adults aged 25-34 with a Master's de-
gree or equivalent qualification have a high employment rate: Denmark — 90%, Iceland — 95%, the Nether-
lands — 91%, Norway — 94%, Poland — 90%. Young doctoral students also have good employment rates:
the employment rate is 90% or higher in 16 of the 26 countries (Denmark — 96%, Finland — 97%, Lithua-
nia — 99%, Hungary — 96%, Sweden — 93%) (OECD, 2019).

We believe that the quality of education has a significant impact when students are forced to learn on
their own. This provides the performance of self-education students, when high-quality teaching staff of
the universities only gives direction and shows the methods that obtain the necessary knowledge. First of
all, this requires having a sufficient number of highly educated quality staff of higher education institu-
tions, so for the academic year 2018-2019 the country had: 2379 PhD Doctors, 3352 Doctors of Sciences,
12414 Candidates of Sciences (Analiticheskij otchet po realizacii principov Bolonskogo processa v
Respublike Kazahstan [Analytical report on the implementation of the principles of the Bologna process in
the Republic of Kazakhstan], 2019). The structure of the quality staff is dominated by the number of can-
didates of science, which is 31% of the total number of full-time teaching staff (table 4).

Table 4. Qualitative composition of university teaching staff and their academic degree holders rate, people/%

Academic year Academic year 2016- Academic year Academic year
2015-2016 2017 2017-2018 2018-2019

No. of share, No. of share, No. of share, No. of share,

people % people % people % people %
Total TS 38 087 100 38241 100 38212 100 40 594 100
Doctorsof Sciences 3568 9.4 3499 9,2 3251 8,5 3352 8,3
Candidatesof Sciences 14239 37,4 14 023 36,7 13 276 34,7 12414 30,6
PhD Doctors 1272 3,4 1737 4,5 2 062 5,5 2379 5,8
ﬁCad"m‘c degree 19 079 50,1 19 259 504 | 18589 | 48,7 | 18145 | 447

olders rate

Note — Compiled by the authors based on the source data (Analiticheskij otchet po realizacii principov Bolonskogo processa v
Respublike Kazahstan [Analytical report on the implementation of the principles of the Bologna process in the Republic of Ka-
zakhstan], 2019)

Despite the recorded growth of the high school teaching staff in the dynamics of recent years, the ac-
ademic degree holders rate decreased by 5.4% in the academic year 2018-2019, and amounted to 44.7%.
This trend shows a decrease in the ability of higher and postgraduate education institutions to meet the
growing needs of the country's population in obtaining quality educational services due to the low motiva-
tion of young scientists to improve their skills (low salary supplement for academic degrees), the outflow
of qualified scientists to the practical sphere or outside the country in pursuit of a higher quality of life; the
low status of a teacher and scientist in society due to negligibly low wages, low quality of life and exces-
sive workload with routine tasks that have nothing to do with the scientific and educational process, which
diverts a significant part of the time that can be used for self-education, publication of scientific articles
and monographs.

We believe that the indicators of Kazakhstan universities in national and world rankings prove to be
one most effective tool for ensuring the quality of training. International rankings become a tool for public
and global assessment of educational institutions considering the quality of training, scientific potential of
the institution, its contribution to the economic development of the country and society. In this regard, we
feel important to note that the QS WUR-2020 rating includes 10 Kazakhstan universities. In comparison
with 2017, the number of Kazakhstan universities presented in the rating has increased. Kazakh National
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Agrarian University (top “601+”) and Buketov Karaganda State University (top “701+”) have entered the
rating for the first time (see Table 5).

Table 5. Positioning of Kazakhstan's universities in the QS World University Rankings for 2015-2019

2015 2016 2017 2018 2019

Top 200+ 1 1 1 1 1
Top 300+ 1 1 1 1 0
Top 400+ 0 1 2 3 2
Top 500+ 1 1 1 0 2
Top 601+ 1 2 2 3 1
Top 701+ 5 2 1 2 4
Total universities 9 8 8 10 10
Note — Compiled by the authors based on the source data (QS World University Rankings 2020 Yearbook, 2020)

Among Kazakhstan's universities, Al-Farabi KNU takes the highest position: in 2015 the institution
took 275th place and during the research period, improved its position in 2019 and took 207th place, effec-
tively rising by 68 positions. However, despite the fact that Gumilyov ENU was in the top “300+” from
2015 to 2017, this university has lost 82 positions over the past two years to 418th place in 2019 (included
in the top “400+”).

Discussion

In the modern world, a necessary condition for the prosperity of a country that is a part of the world
economy is a comprehensive state regulation of a complex multi-stage education system that includes sig-
nificant targeted investments that contribute to the progressive and sustainable development of human po-
tential as the basis of the national economy. At the same time, if the development of human capital is more
of a social issue for the state, then for an individual, such development means, above all, increasing their
competitiveness and efficiency, and, as a result, increasing opportunities to improve the quality of their
life. This increase in the competitiveness of an individual is an important factor in the success of a nation
and creates the most favorable basis for long-term sustainable economic growth (E. B. Ajmagambetov,
2018).

Certainly, within the framework of ensuring access to education in Kazakhstan, certain measures
have been taken in recent years to increase the coverage of preschool education in order to prepare chil-
dren for school and ensure the development of their skills. For example, in 2010, a “Balapan” Program
launched for providing children with preschool education and training. It allowed doubling the coverage of
preschool education. Today, the coverage of children aged 3-6 is 95.2%, and this figure is planned to be
increaseB to 100% by 2020. However, the coverage of children aged 1-3 with early childhood education
remains low and amounted to 31.7% in 2018 as an issue of priority children in preschool of 446.2 thou-
sand (2019) is still not resolved. Moreover, in large cities and growth points, the network of preschool ed-
ucation institutions does not sufficiently cover the existing need (Dobrovol'nyj Nacional'nyj obzor 2019 o
realizacii povestki dnja do 2030 goda v oblasti ustojchivogo razvitija [2019 voluntary national review on
the implementation of the 2030 sustainable development agenda], 2019). In turn, according to some ex-
perts, the shortage of supply in some cases leads to bureaucratic and corrupt cases of violation of official
authority in order to resolve this issue on the principle of priority of the individual.

Despite the implementation of the Program in secondary education, the issue of overcrowding of
classes and schools in large localities has not been resolved yet, and, as a result, the problem of two or
three-shift training of schoolchildren exists. The pace of infrastructure renewal of the school network does
not keep pace with the growth of child birth rates, migration processes, and the life of educational facili-
ties. In the context of improving the quality of school education, worth mentioning is the impact of the
costs of 12-year school education model, which diverts a substantial part of teacher time reducing its direct
awareness and realization of individual approach to each student in accordance with their capacity and
abilities, and implementation of a creative approach to the educational process itself.

The test system for evaluating intermediate and final sections of students' knowledge also raises a lot
of questions from the point of view of the quality of secondary education. The lack of a complete and ac-
curate scientific and empirical substantiation of the effectiveness of the new foreign model of 12-year
schooling in Kazakhstan, which replaced the Soviet model of education formed within centuries and prov-
en in the international community (a powerful brain drain in Soviet times) on the background of a gradual
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and multi-year transition (1980-2012 years, holding numerous interim assessments of the effectiveness of
such transition) of the educational system of Great Britain to the Soviet model of education, raises a lot of
questions as to whether the long-term and expensive reform of borrowing a foreign model is justified in
the first place(Nazadvbudushhee: Anglija perchodit k sovetskoj sisteme obrazovanija [Backtothefuture:
England moves to the Soviet education system], 2019). Do the authorities in this area aim to comply with
the trends of integration and globalization processes in terms of the implementation of inter-country rating
quantitative indicators?

The issue of the ratio of the quality of education in the regional context needs to be emphasized. The
gap in the external evaluation of educational achievement (hereinafter referred to as the EEEA) indicators
between urban and rural 9th grade students increased from 5.3 in 2016 to 8.1 points in 2019. The main
reasons for the gap are the lack of qualified staff who do not want to work in conditions of poor quality of
life in villages, the weak material and technical base of rural schools, poor quality and lack of access to
internet in some cases. In this regard, the outflow of graduates from Kazakhstan schools to universities in
the near and far abroad remains due to the declining quality of education in universities, the corruption
component and weak career guidance of Kazakhstan universities and secondary education institutions, and
most importantly, the lack of prospects for self-employment without protection in prestigious and high-
paying jobs.

Along with the above mentioned bottlenecks of Kazakhstan’s education sphere, we feel important to
highlight VET’s main issues, which include the weak logistical base of the colleges for technical profes-
sions and occupations; insufficient accommodation supply in VET hostels; VET graduates training level
inconsistency with the employer requirements. Digitalization is one of the factors for increasing the avail-
ability of technical, professional and higher education in Kazakhstan. This creates the necessary conditions
for promoting the concept of “lifelong learning” and equalizing the learning environment for students in
remote, rural regions. Given the importance of digitalization of the educational process, 98.3% of the
country's schools have access to the internet and more than 100000 subject teachers have underwent
courses on the use of information and communication technologies. However, the territories of remote ru-
ral schools are still not covered with broadband internet. According to modern teaching methods, teachers
in these schools are required to actively use information technologies.

One of the major issues limiting the increase in the global competitiveness of Kazakhstan's higher
education is the teaching staff’s low level of command of the English language. Only 6.8% of teachers
of Kazakhstan universities can lecture in English(Gosudarstvennaja programma razvitija obrazovanija i
nauki Respubliki Kazakhstan na 2016—2019 gody [The state program of education and science develop-
ment of the Republic of Kazakhstan for 2016-2019], 2018), which reduces the degree of participation of
teaching staff in such events as joint international research, publication of research results in foreign jour-
nals, cross-country cooperation, internships and training, their independent work on the search for foreign
literature.

Thus, as a result of the analysis of modern trends in Kazakhstan’s education sphere, we would like
to note that state control of the quality of education and its impact on quality of life of the population in
general requires a systematic approach, which in addition to the evaluation and monitoring also involves
an assessment of the following qualitative indicators: the quality teacher staff, the demand for teaching
staff and graduates in the labor market, etc. This approach should be based on the principle of receiving
feedback from service recipients (student parents, school students, high school students, teachers, con-
sumers and employers based on questionnaires, surveys, active work of independent public institutions
and non-governmental bodies), which, in our opinion, could be the starting point for qualitative reform
and improvement of not only the mechanism of state management of the education system, but also the
quality of education itself as the basis for the reproduction of human capital, viability and future of the
state.

Conclusion

As a result of the study of the education system of the Republic of Kazakhstan, we feel necessary to
identify its weaknesses and strengths, and existing opportunities and threats using on the SWOT analysis
method (table 6).
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Table 6. SWOT analysis of the education system of the Republic of Kazakhstan

Strengths Weaknesses
— positive student trends based on PIRLS results; — insufficient number of qualified personnel in pre-
— increase in the volume of state orders for training | school education;
future experts; — incomplete coverage of students aged 1-3 in large
— dual training development in VET sphere; cities with early preschool education;
— 99% of Kazakhstan universities have internation- | — low number of international students from the
al accreditation world indicators perspective;
— low level of teaching staff’s command of English
language;

— low pay for teaching staff;

— lack of conditions for scientific activity and sys-
tematic professional development of teaching staff;
— bureaucratic and corrupt component

Opportunities Threats
— increase of Kazakhstan universities participation | — outflow of the population from the country, in-
in international rankings; cluding children and teenagers in the pursuit of bet-
— qualitative expansion of the academic mobility | ter education and subsequent employment without
program, protectorate;
—salary increases and incentive bonuses for the | —education degradation due to the reforms based
teaching staff; on blind copying of foreign systems, without ana-
— expansion of internal and foreign training pro- | lyzing and evaluating their effectiveness and re-
grams for the teaching staff; sults;
— computerization and giving access to the internet, | — competition from foreign universities, where tal-
especially in rural localities; ented Kazakhstan youth stay and work abroad after
— return of the Soviet education system elements to | graduating;
secondary and higher education; — decrease in the academic degree holders rate of
— digitalization development for accessibility of | the qualitative composition of the teaching staff
education; against the background of the lack of material mo-

— construction of a network of comfortable schools | tivation and incentives for the latter
through construction in the framework of public-

private partnership (hereinafter referred to as PPP)
Note — Compiled by the authors based on the study of the education system of the Republic of Kazakhstan

In conclusion, the authors propose a number of measures to solve current issues in the state manage-
ment of the educational quality of life of the population:

— to create real working opportunities and conditions for training and motivational measures including:
a new system of teacher training (professional training to maintain, broaden, deepen and improve previously
acquired knowledge and skills through the use of modern innovative pedagogical technologies providing
improvement of education quality); training using the updated content; an annual increase in the wages of
teachers and educators by 25% (a mechanism for tangible indexation of income in accordance with the real
inflation level); the widespread introduction of a labor rationing system for the teaching staff to improve the
quality of their professional training and the implementation of creative opportunities;

—to reduce the gap in the education quality between urban and rural schools by taking comprehensive
measures to provide with qualified teaching staff, to increase wages, to provide sufficient educational mate-
rials, internet, computer equipment and digital technology to rural schools;

— to build preschool institutions and general education schools at the expense of the state and the private
sector using the PPP mechanism;

—reduce the teachers’ workload by optimizing various forms of reporting and setting restrictions on en-
gaging in non-standard functions and responsibilities not related to the educational process;

— to strengthen the practice orientation of the educational process in VET and higher education institu-
tions by entering into academic calendars the mandatory and repeated practical classes directly at the produc-
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tion (businesses), inviting practitioners of relevant industries to conduct master classes in educational disci-
plines to master necessary practical skills of future young experts;

—to increase the availability of modern training equipment in VET with an annual increase of 25% in
the share of training and production workshops to full complement;

—to consider the mechanism of motivation and material support for researchers (in the complex: pay,
financing of research activities, systematic professional development and expansion of academic mobility
programs for teaching staff);

—to raise the level of digitalization of education through wireless communications, cloud computing,
microservers, computers and peripheral equipment, local networks, broadband internet access and other fea-
tures that shall improve the quality at all levels of education and create conditions for the formation of com-
petitive personality, increase literacy, and contribute to human capital development and access to education;

—to expand the range of educational programs in English, assist students and teaching staff in improv-
ing their language skills, develop appropriate infrastructure and conditions for the admission of foreign stu-
dents to achieve the development of the internationalization level in higher and postgraduate education and
further bringing the national education system closer to international standards.

We believe that implementation of the proposed measures and suggestions to increase the availability
and improve the quality of the education system in the context of the system (complex) approach shall allow
creation of the appropriate institutional environment with a positive influence on expanding the capacity and
possibilities of all subjects of scientific and educational process, their implementation in professional and
personal growth, shall help to establish social trust in society, to develop society with active civil participa-
tion, to strengthen the rule of law, which in turn, shall ensure the progressive and sustainable economic
growth of Kazakhstan.
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A.M. PaxmetoBa, E.I'. Bynemosn, C.A. lllaHuH

Ka3akcTan Pecny0iuKacChIHIAAFBI XAJBIKTHIH TYPMbIC CallaChbIH MeMJIEKETTIK
O0acKapyAbIH MOH MITiHiHIe OLTiM Oepy cajJachbIHBIH JaMybl

Anoamna

Maxcamui: 3epTTeyaiH MakcaThl OuTiM Oepy calachlHIAFbl XaJbIKTBIH TYPMBIC CallachlH MEMJIEKETTIK OacKapy
YAepiciH Tanaay apKbUIbl KQIBINITACKAH YPAICTEP Il aHBIKTAI, XaJIBIKKA carajbl KoHe KOJDKETIMII O11iM Oepy i Texeynti
Macesenep i aliKpIHIay, COHBIMEH Koca oJlapbl mmermryre xone Kazakctan PecrmyOmukachiHaarsl canaibl OimiM Oepyai
apTThIpyFa OarbITTaIFaH YCHIHBICTAPIbI XKacay.

9oici: 3epTTey Kyprizy OapbIChIHAA Keleciiel omicTep KOJNAaHBUIFAH: SMITMPUKAJIBIK, Talaay, CHHTETHKAIIBIK
JKOHE CaJIBICTHIPMAIIBI-TIOTHKAJIBIK.

Kopuimeindei: Makanana enferi XajablKThIH TYPMBIC CallaChlH MEMJICKETTIK OacKapyZarbl MaHBI3IbI acleKTici
KOHE QJICYMETTIK cajaHbIH KUITTI Tapaybl peringeri Kasakcran PecrmyOnmkachiHbIH OiniM Oepy KyieciHe tangay
KYpPri3iireH. ATanm aWTKaHAa KEUICHII TYpJC >KaH-)KaKThl JaMyFa, IIBIFAPMAIIBUIBIK IE€H CTPATETHSIIBIK OWayFa,
TYJIFAHBIH OPTYPJIi JKarmaiinapra OcediMierne amyblHa OaFbITTANFaH JKOHE XaJNBIKTBHIH TYPMBIC CallachlH KOFaphUIATYFa,
JIEMEK CJJIIH TYPAKThl QJICYMETTiK-5KOHOMHKAIBIK JaMybIHA MYMKIHIIK TYFBI3aThIH: OalanapIbl MEKTENKE JCHiHTi
OiiM OepyMeH KaMTYy[bl, OpTa, TEXHUKAJIBIK KOHE KOCIITIK, XKOFaphl JKOHE JKOFaphl OKY OpHBIHAH KeHiHTi OiniM Oepy,
MHKITIO3UBTI Oi71iM OepyIliH JaMy AMHAMHUKACHIH CUTIATTAUTHIH KOPCETKIIITEP KapacThIPhLIFaH.

Tyorcoipvimoama: 3epTTey HOTHXKECIHIE O1TiM Oepy KbI3METTEPiHIH CallaChlH KaKCapTyFa CEITIriH THUTI3eTiH KoHe
XaJIbIKKA OJIAPIBIH KOJDKETIMIUTINIH KaMTaMachl3 €TETiH HETI3ri Mocelelep aHbIKTaFaH. KOpBITBIHABUIAH Kelle,
Kazakcran PecryOmukachiHIarsl XadbIKTBIH TYPMBIC CAllaChIHBIH JIAWBIKTHI JIEHI€HiHEe KOJI JKETKi3y YIIiH OimiM Oepy
KYWECIH CTpaTerwsuIbIK OacKapyAblH THIMIUNTIH — apTThIpy OOMWBIHINA KOPBITBIHABLIAD MEH  YCHIHBICTAp
TYXBIPBIMIANFaH. ABTOPJIAPMEH TYKBIPBIMAANBII KOPCETUITCH YCBIHBICTAPIBI TIKENCH MEMIICKETTIK 0OacKapy
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OpraHIapbIMEH JKOHE KOFAMIBIK OIpIECTIKTCPMEH, KAlbl MEMICKETTIK 3epTTCYIICPMEH AaiHANBICATHIH FBUIBIMH-
3epTTEy OPTANBIKTApBIMEH OiiM Oepy calachIHIAAaFbl MEMIICKETTIK OarmapiiaManiapibl, CTPATETHSUIBIK JKOCTapIIapIbl
o3ipiey OapbIChIHIA, COHZIal-ak jkammbl Ka3akcrtan PecnyOnMKachl XalKbIHBIH TYPMBIC CamachIHBIH KYPayIIbIChI
peTiHme 6iiM Oepy carmackIiHBIH 0acKapy JKyHeciH KeTimipy yaAepiciHme Koimanyra 00aibl.

Kinm ce30ep: mMemiekeTTiK 0Oackapy, XaJbIKTBIH TYPMBIC camackl, OUTiM Oepy camachl JKOHE KOJDKETIMJILIITI,
aJaMu KanuTall, 0ocekere KaOlIeTTUIK.

A.M. PaxmetoBa, E.I'. Bynemosn, C.A. lllaHuH

Pa3BuTne 00pa3oBaTe/ibHOM cdepbl B KOHTEKCTE roCyIapCTBEHHOI 0
YHpaBJIeHHsS] Ka4eCTBOM KU3HU HaceleHus B PeciyOuke Kazaxcran

Annomauyus

Hejlb.' HQHB}O HaCTOAIIETO0 HMCCICHOBAHUA ABJIAIOTCA IIOCPECACTBOM aHallM3a Ipolecca ToCyaapCTBEHHOTO
YIPaBJICHUST KAYE€CTBOM JKU3HH HaceJeHHs B cepe oOpa3oBaHUs ONpeIeeHIE CIIOKUBIICHCS TCHIESHIIUN U BBISIBIICHUE
HpO6J’IeMLI, OFpaHI/I‘II/IBaIOHleﬁ nNpeaOCTAaBJIICHUEC KAaYCCTBCHHOTIO W JOCTYHHOTO 06paSOBaHI/I${ HaCCJICHUIO, a TaKXKCE
MPEeAJIOKCHUC peKOMeHHaHHﬁ, HallpaBJICHHBIX Ha HX PCIICHUC U IOBLIIICHUC Ka4Y€CTBa 06pa30BaHI/I$I B Pecny6nm<e
Kazaxcran.

Memooul: HpI/I MMPOBCACHUHN UCCIICJOBAHUSA OBLIN MCIIOJIH30BaHbI CJICAYIOmUEe METOADBL: 3MHI/IpI/I‘-IeCKI/II71, aHaJIUTUu-
lI(?CKI/II‘/'I, CUHTETUYCCKHUI 1 CpaBHHTeHLHO—HOFI/I‘IeCKHﬁ.

Pe3y.flbman’lbl.' B cratne IMPOBEACH aHAJINU3 CUCTCMbI 06pa3OBaHI/I$I PeCHy6J'II/IKI/I Kaszaxcran kak KJIroueBou OoTpaciin
COIMATLHON cepbl U BaXXKHEHIIEro acrekTa B TOCYJapCTBEHHOM YIPAaBICHHH KAa4eCTBOM XH3HW HACEJICHUS CTPAaHBI.
B gacTHOCTH, pacCMOTPEHBI IMMOKa3aTeH, XapaKTepPH3YyIOIIHe OXBaT JETeH IONIKOJBHBIM 00pa3oBaHUEM, TUHAMUKY
Pa3BHUTHUS CPEIIHETO, TEXHUIECKOTO M MPOPECCHOHATBHOTO, BBICIIETO U TTOCIEBY30BCKOTO 00pa30BaHMsI, HHKIIO3UBHOTO
00pa3oBanus, KOTOpbIE B KOMIUICKCE HAICJCHBI Ha Pa3HOCTOPOHHEE Pa3BHTHE, HA KPETHBHOCTh M CTPATETHIECKOE
MBIIIUICHUE, HAa YMCHHUC aJallTUPOBATHCA K pasHBIM YCIOBUAM JIMYHOCTH U CHOCOGCTBleT IIOBBINICHHUIO KAa4Y€CTBa
JKU3HHU HACCJICHU, a CICA0BATCIIBHO, 1N yCTOﬁ‘iPIBOMy COMMAJIbHO-D3KOHOMHUYECKOMY pPa3sBUTHUIO CTPaHBI.

Buvigoowi: B PE3YIbTATC UCCICAOBAHUSA BBISABJICHBI HpO6J’IeMLI, PCUICHUC KOTOPLIX MOMOXKET YJIYUIIHUTh Ka4CCTBO
06paSOBaT€J'ILHLIX YCIyr u obecrneuynTs ux JAOCTYIIHOCTL IJId HACCJICHUS. B 3akmroueHun C(l)OpMyJ'IPIpOBaHLI BbIBOJbI U
MPEAJIOKCHUA MO MOBLIIICHUTIO 3(1)(1)€KTI/IBHOCTI/I CTPATCru4eCKOro ynpaBJICHUA CUCTEMOM 06pa3OBaHI/I$I JJIs1 JOCTHUXKE-
HUs ILOCTOf/iHOI‘O YPOBHSA Ka4ye€CTBa JXU3HU HACCIICHUA B PeCHy6J’II/IK€ Kaszaxcran. PeKOMeHI[aHI/II/I, C(l)OpMyJ'II/IPOBaHHLIe u
NpEeAJIOKCHHBIC aBTOpaMH, MOTYT OBLITH HCIIOJIb30BAHBI HAaYy4YHO-UCCJICAOBATCIBCKUMU IEHTpAaMH, 3aHUMAOIIUMUCA
06HI€FOCY,Z[apCTB€HHI)IMI/I HUCCICAOBAHUAMMU, 06HI€CTB€HHLIMI/I 06’I>CILI/IH6HI/IHMI/I, 1, HCIOCPEACTBECHHO, OpraHaMu rocy-
JAapCTBEHHOTO YIIPABJICHHUS NPH pa3paboTKe roCyIapCTBEHHBIX IIPOrPaMM, CTPATETHYECKUX IIAHOB B cepe oOpa3oBa-
HU, 4 TAKXKEC B ITPOIECCE COBCPIICHCTBOBAHNA CUCTEMBI YIIPABJICHUA Ka4uCCTBa 06p8.30BaHI/I}I KakK COCT&BJ’DHOH.[Cﬁ Ka4ye-
CTBa )XM3HU HaceneHus PecyOimkn KazaxcraH B 1iemnom.

Knioueswvie cnosa: rocynapcTBEHHOE yIIpaBleHHE, KAUeCTBO YKU3HH HACEIICHISI, TOCTYITHOCTh U Ka4yecTBO 00pa3o-
BaHUS, YSJIOBEUCCKHUI KallUTall, KOHKYPEHTOCTIOCOOHOCTD.
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Digital economy of Kazakhstan: theoretical aspects, development opportunities

Abstract

Object: The aim of the study is to analyze the state of digital transformation of the national economy, identify
existing contradictions and risks. Conducting a study of digital economy indices of the Republic of Kazakhstan,
building a forecast for the development of digital economy.

Methods: In the course of the study, the following methods were used: observation, generalization, comparison,
analysis, systematic approach, systematization of materials, processing.

Results: As a result of the study, a comparative analysis of the theoretical prerequisites for the definition of the
term “digital economy” was carried out, differences to the definition based on a study of the opinions, opinions of scien-
tists, experts were generalized, patterns of evolutionary development of the digital economy were revealed. The article
substantiates and proposes the author’s definition of the concept of “digital economy”. The analysis of the state of the
digital economy of Kazakhstan is carried out, the main trends, contradictions in the development of the digital econo-
my, other “bottlenecks” that inhibit the development of the digital trend are identified. The forecast assessment of the
development of digital literacy of the population for the near future is presented.

Conclusions: Based on the study of digitalization experience of other countries, the main indicators of the
development of the country's digital economy are considered, their forecast estimates of development are calculated.
On this basis, the author proposed a forecast of the future development of the digital economy. Finally, main
conclusions and recommendations for development of the digital economy of Kazakhstan for the medium term are
made.

Keywords: digitalization, digital economy, trends, indices, information and communication technologies, digital
literacy, forecast.

Introduction

In the world, the digital economy is being actively introduced into the economic life of many
countries, new digital segments of the economy are appearing, elements of digital technologies are being
introduced into the production relations of the traditional economy. In digital production, value added is
obtained by processing information using digital technology. In the context of digitalization, the final
product is the formation of new knowledge based on information processing. The digital economy, as a new
way of economic relations, is becoming the basis for development of modern economy as a whole. Digital
technologies cause changes in economic relations, increase the level of competitive capabilities of sectors
of national economy. Formation of new trends in the transformation of global economy on the way from the
economy of goods to the economy of knowledge is taking place (Doucek P. et al., 2017).

For the Kazakhstani economy, digital changes can lead to a real transformation of the national economy
on the platform of new digital technological solutions and innovations, raise it to a qualitative level of eco-
nomic development, which confirms relevance of the study of the problems of the digital economy in the
country and the ways of its development.

The aim of the research is to study theoretical aspects of digitalization, analyze the digital
transformation of the national economy, identify existing contradictions, development problems, conduct
research on the digital economy indices of Kazakhstan, and make a development forecast.
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Literature Review

The study of digital economy issues is presented in the scientific works of foreign scientists and re-
searchers, such as E. Brynjolfsson, R. Bukht, Zhang L., Chen S., B. Johansson, C. Karlsson, R. Kurzweil,
M. Castells, T. Mesenburg , N. Negroponte, M. Skilton, R. Stow, D. Tapscott, R. Hicks, C. Schwab and oth-
ers. Since the advent of the term “digital economy”, a lot of studies, interpretations and forecasts of the de-
velopment of digital economy have appeared in the scientific community.

The concept of modern digital economy and the study of digital technologies in the world were first set
forth in the scientific works of scientists, such as Lancaster F. W., 1996; Crawford W., 1996; Buchanan M.,
2008 and others.

Many foreign and Russian scientists, international organizations (Schwab K., 2015; Bukht R., Heeks R.,
2019; Bondarenko V.M., 2017; Borisyuk N.K., Smotrina O.S.; Glaz'ev S.Yu.; Golovenchik G.G., 2019; In-
ternational news agency “Russia Today”, 2020) discuss various aspects and features of the concept of “digi-
tal economy”, but, in general, everyone notes the use of digital technologies as an integral part of the digital
economy.

The statement by Schwab K. (WEF, Davos), which considers digital economy through the prism of
changing the nature of production or economic relations, changing their subject-object orientation (Schwab
K., 2015), is noteworthy.

According to Bukht R. and Heeks R., the definition of digital economy is as follows: “part of the total
production volume, which is entirely or mainly produced on the basis of digital technologies by firms whose
business model is based on digital products or services” (Bukht R., Heeks R., 2019).

Attention is drawn to digitalization in economic relations in the scientific work of S.Yu. Glazyev, in
which it was noted that “Using the capabilities of the information-digital revolution in a changing world
economy, the digital revolution complements and significantly expands the possibilities of generating, pro-
cessing, transmitting, accumulating and assimilating information” (Glaz'ev S.Yu., 2017).

Serious attention in studies of the problems of digital economy has been given in the scientific works of
Russian scientists, such as Glazyev S.Yu., Meshcheryakov R., Bondarenko V.M., Borisyuk N.K.,
Starodubtseva E.B., Markova O.M., Boyko L.P. and a number of others who note that the digital economy is
an economic relationship using digital technologies, including the ICT industry, also noting various aspects
of the

According to the definition of prof. Bondarenko V.M., “digital economy” is a holistic, systemic, com-
plex problem of finding such model of relations between people that is compatible with the technologies of
the 4th industrial revolution, i.e. digital technologies and other high technologies of the 21st century, and in
its formation, development and implementation should ensure the achievement of an objectively set goal
(Bondarenko V.M., 2017).

Professor Borisyuk N.K. and others (2018), give the following definition of “the digital economy as a
system of industrial, economic, social and cultural relations based on the use of digital technologies that
shape all processes, turning them into logistic schemes” (Borisyuk N.K., Smotrina O.S.).

Academician of the Russian Academy of Sciences of the Russian Federation, Professor V. Ivanov
(2017) gives the broadest definition: “The digital economy is a virtual sphere that complements our reality.”
At the same time, all mental activity of a person can be attributed to virtual reality, money - the main tool of
the economy - is also a product of virtuality (International news agency “Russia Today”, 2020).

A serious study was conducted by a Belarusian scientist on the issues of the digital economy
(G.G. Golovenchik, 2019), in particular, clarifying the content of the concept of “digital economy”, identify-
ing the benefits and assessing the risks of digitalizing the economy. Under the guidance of L.M. Gokhberg,
G. Abdrakhmanova et al., the report prepared by the staff of the Institute for Statistical Studies and Econom-
ics of Knowledge at the Higher School of Economics has highlighted key aspects of the development of the
digital economy, and developed approaches to measuring the digital economy and assessing the impact of
the digital economy on economic growth (G. Abdrakhmanova et al., 2019).

According to some scientists (Golovenchik G.G., 2019), Chinese researchers (Zhang L., Chen S., 2019)
believe that there are two approaches to the definition of the term “digital economy” - extended and narrow.
A narrow definition of the digital economy applies only to ICT-related sectors: telecommunications, the In-
ternet, IT services, the production of components and software, and the field of electronic goods and ser-
vices. Expanded definition says that “digital economy” is an economic production using digital technologies,
including the ICT industry, and part of the industries of the “traditional” economy in which digital technolo-
gies are introduced.
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Definitions of the term “digital economy” are well-known by leading international organizations
(G.G. Golovenchik, 2019; G.I. Abdrakhmanova et al., 2019; Zhang L., Chen S., 2019), such as the British
Computer Community (2014), the Organization for Economic Cooperation and Development (2016),
UN Conference on Trade and Development, (2017), World Bank (2016), The Group of Twenty Leading
Countries of the World, which note in their definitions that the use of digital technologies and the Internet is
a key factor in the digital economy.

Kazakhstani scientists (Karenov R.S., Baimukhamedova G.S., Espolov T., Zhartay Zh.M., Esengeldin
B.S., Tull L., Qarmys G.S. and others) in their research also pay attention to the study of various aspects of
digital economy. For example, in their research papers they study the methodology issues of digital econo-
my, examine the features of the application of digital technologies in such economic sectors as agribusiness,
mining, industry, banking, trade, labor market, etc. (Espolov T., 2018; Karenov R.S., Baymukhamedova
G.S., 2019; Qarmys G.S., 2019; Zhartaj Zh.M. et al., 2019).

Definitions of the concepts of “digital economy” evolved along with improvements in technological in-
novation. In recent decades, the information and communication technology (ICT) sector has developed rap-
idly and has been marked by the emergence of advanced technological solutions and, accordingly, a new un-
derstanding of emerging trends in the digital development of the economy.

As the analysis of the concept of “digital economy” suggested by various scientists or international re-
search centers shows, first of all, the evolutionary characteristic changes of technological development are
taken into account, starting from the concept of “information economy”, then “Internet economy (Internet
communications)”, “network economy” (network resources and networks) and at the present stage of eco-
nomic development - a more expanded concept of “digital economy” (digital technologies, computer-
software tools, information systems, functional mechanisms, the Internet of things, big data analysis, cloud
computing). The digital segment, for example, includes companies on digital platforms - the so-called plat-
form companies that sell real goods, for example, Amazon, eBay and Alibaba. Also, similar activities are
carried out by companies at the junction of the traditional and digital economies, such as Uber, Airbnb,
whose applications are well-known (Huckle S. et. Al., 2016). Branches of the digital economy are emerging
that are associated with the digitization of the processes of the traditional economy, part of which is based on
the digital format (digitalization economy). The economic dictionary has introduced new terms that charac-
terize the content of the digital economy, such as “digital currency”, “digital finance”, “digital asset”, “digital
integration”, “digital insurance”, “digital bank”, “digital financing” and many others, which indicates the
expansion of the content of the concept of "digital economy". For example, an article (Ozili P. K., 2018)
discusses some issues related to digital finance - an area that has not been critically examined so far in the
literature. Digital financing and financial integration have several advantages for users of financial services,
providers of digital finance. The digital financing issues discussed in this article (Ozili P. K., 2018; Digital
McKinsey, 2017) are relevant for ongoing country-level projects that have greater financial accessibility
through digital financing.

We believe that the concept of “digital economy” is broader than the information economy, Internet
economy, web economy and other names, as it is broader and integrates them together. As the elements of
the digital economy develop, it will be possible to clarify their types and characteristics in the research pro-
cess.

The digital virtuality of the new economy is that many types of digital economic activity do not create a
finished product. Some services of this type may be of an intermediate nature at the “business-to-business”
level or at the consumer level; difficulties may arise in calculating value added.

Consequently, digital services are delivered in the virtual space, and it can be difficult to track them.
Some scholars claim that measuring a digital economy using traditional economic analysis methods is unre-
alistic (Golovenchik G.G., 2019; Gohberg L.M., 2019; Zhang L., Chen S., 2019).

All considered definitions of the digital economy in one interpretation or another indicate that digital
technologies are the main content of the digital economy. Thus, the digital economy is included in the basis
of the new production process (digital technologies, computer-software tools, information systems, function-
al mechanisms like blockchain, Internet of things, cloud computing and others), forms new economic rela-
tions.

Thus, summing up the opinions of many scientists, researchers, we can assume that the most common
basis in the definition of the digital economy is that the digital economy is all kinds of economic relations
using digital technologies in the network space.
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In our opinion, the digital economy is a system of new economic relations through the use of digital
technologies, in which added value is based on the results of processing information in a network format.

Despite the absence of generally accepted criteria for evaluating the digital economy, an analysis of the
available data allows us to determine the characteristic features of the digital economy, such as the uneven
development of the digital economy; the fast pace of the digital economy in developing countries; the emer-
gence of new specialties and the withering away of many specialties of the traditional economy and higher
projected labor productivity.

Methods

To study the problems of the digital economy and assess the impact on economic growth, the following
forms of scientific knowledge are used in the article:

1) review, observation, generalization, comparison and systematization of the materials obtained, their
processing through methods of economic analysis

2) through a systematic approach, the functional relationships between variable factors were investigated

3) forecasting of multifactor indices of the digital economy was carried out using economic and mathe-
matical methods of analysis

4) based on systematization of the results of the forecast assessment of digital development of national
economy, the conclusions and recommendations of development paths in the medium term are presented.

Results

Nowadays, the digitalization of the economy is a strategic development priority in many countries.
According to forecasts of leading world experts, by 2020 a quarter of the global economy will be digital.
The introduction of digital communication technologies in economic and social relations will allow the state
and society to rise to a higher level of national development, the effectiveness of their interaction is becom-
ing an increasingly dynamic process. The leading countries of the world have the necessary scientific, tech-
nical and technological potentials for the development of digital economy, conducting research in creating
new technological solutions, unlike Kazakhstan, as a developing economy with limited financial and scien-
tific and technical capabilities. Leading countries in the field of high technologies, such as Great Britain, the
USA, Singapore, the Republic of Korea, Denmark and others note that the qualitative development of the
digital sector was preceded by the presence of a fundamental basis of technological progress.

According to the World Bank, the share of the digital economy in the world’s total GDP is 5.5%, ana-
lysts predict a significant increase: by 2035, its volume will exceed $16 trillion (Digital McKinsey, 2017).

At the same time, the analysis of national programs of various countries in the field of digitalization
shows a number of serious contradictions of the digital economy:

1) the need to optimize government regulation and the market mechanism of private business, finding
the optimal balance for economic growth.

2) digitalization contributes to the formation of social contradictions, the opposition of manpower to
digital technology, as a potential increase in unemployment, violation of privacy.

3) the problems of introducing a digital economy for a developing country due to the need to ensure
digital security on cybersecurity issues and maintaining the confidentiality of personal data.

4) the raw material orientation of the national economy can distract from the laborious work of attract-
ing digital projects and the need for flexible transformations in the business management system.According
to the results of a study by Boston Consulting Group (BCG), reflected in the article “Kazakhstan on the path
to the digital economy,” Kazakhstan ranked 50th in the ranking of 85 states in 2016 in terms of digitalization
of the economy and is in the group with an emerging digital economy (Kemp, S., 2017; On the approval of
the State Digital Kazakhstan Program). As noted in the e-intensity rating of the international consulting
company The Boston Consulting Group, in terms of the current level of digitalization, Kazakhstan is a catch-
up country. In world practice, the assessment of digitalization is calculated on the basis of 4 indices, which
make it possible to assess the level of use of digital technologies in the activities of consumers, companies
and government agencies, the availability of ICT infrastructure and the development of digital innovations.

Kazakhstan has adopted the state program Digital Kazakhstan, aimed at creating the digital economy of
the future in the long term. As noted in the document, the program is aimed at the digital transformation of
traditional sectors of the economy, the development of human capital, the digitalization of government agen-
cies, the development of digital infrastructure.
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For analysis from the World Economic Forum Global Competitiveness Index report for 2019, of the to-
tal number of 12 factors and (103) indicators, we selected those that characterize the level of the digital com-
ponent of the economy of Kazakhstan (table 1).

Table 1. Global competitiveness index indicators of Kazakhstan

Ne Indicators/parameters Year 2019
1. E-participation 41
2. Adaptability of the legal framework to digital business models 43
4. Internet users 47
5. Digital skills among active population 43
6. Education and skills 57
6. ICT implementation 44
7. Innovative capacity 95
8. R&D expenses 101
0. Research and development 115
10. | Growth of innovative companies 107
11. | Venture Capital availability 89
Note — compiled by the authors based on the WEF GCI report for year 2019 (Center for strategic initiatives, 2019).

The main conclusion is that Kazakhstan, in general, according to the many digital economy indicators,
has ratings in the report of the Global Competitiveness Index according to the WEF report (41-47) out of
141 evaluated countries, but the positions in the “Innovative Capacity” factor are the weakest - 95th place,
low indices, such as R&D expenses - 101st place, Research and Development - 115th place, availability of
Venture Capital - 89th place, Education and Skills - 57th place, Growth of innovative companies - 107th
place. Such an assessment, calculated by the authors on the basis of GCI indicators analysis, in general,
coincides with the e-intensity rating of the international consulting company The Boston Consulting Group.

It is generally accepted in world practice that in order to assess the country's digital competitiveness,
three main factors must be taken into account:

1) knowledge (the country's ability to learn new technologies);

2) technology (the ability to develop digital technology);

3) readiness for the future (ability to technologicalize the economy and society), (IMD World
Competitiveness Center, 2019).

Accordingly, despite the good position of Kazakhstan in some indices, there are serious problems in
the field of ICT security, the growth of digital companies, their innovative capabilities (research funding,
R&D, venture capital).

Discussion

Data should be analyzed based on 4 indices of the digital economy in order to assess the level of digital
potential of Kazakhstan:

1) the level of digital development of the public sector.

2) digital literacy of the population;

3) digital business, digital companies, their services;

4) availability of ICT infrastructure and the development of digital innovation.

1. The level of digital development of the public sector. Kazakhstan ranked 28th in the UN ranking of
e-government development for 2019 (39 last year, 2018). At the same time, Kazakhstan entered the top ten
countries in Asia, taking Sth place, and the leaders are South Korea, Singapore and Japan. The e-government
development index includes access characteristics such as infrastructure level and education level to reflect
how a country uses information technology. The relationship between e-government development and the
digital economy is confirmed empirically in an international study of 67 countries using authoritative
archival data, primarily in the UN e-government survey and the Economic Intelligence rating for the digital
economy (Zhao F. et al., 2015).

2. Digital literacy of the population. Based on the data of the UNESCO Adult Literacy Report, which
are compiled from national estimates and estimates based on the Global Literacy Prediction Model, we have
compiled a user chart on the Kazakhstan age scale (Figure 1).

Of the majority of users in Kazakhstan visiting the e-government website, the most active ICT users
were citizens from 24 to 34 years old (56.6%), 14.6% of the site users are representatives of the age group
from 18 to 24 years old, 11% - from 35 up to 44 years old. Less than all users over 55 turned out to be only
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3.82% of the total number of ICT users. For 2018, the proportion of the population aged 6 to 74 years with
the skills to use a personal computer, smartphone, tablet, laptop; standard programs; receiving services and
services via the Internet, amounted to 79.6% than a year earlier (77.1%).

Figure 1. Age category of active users of digital technologies of the Republic of Kazakhstan
Note - based on the UNESCO Adult Literacy Report (UNESCO, 2019)

Let’s calculate the forecast for the development of digital literacy in the near future according to the
Student’s method. Forecast indicators are compiled for 2020, 2021 and 2022 (Figure 2). As the forecast
model showed, in order to achieve the 80% level of digital literacy in the country, it is necessary to train
about 468 thousand people in digital competencies, which include basic digital skills, information security,
electronic commerce, and the use of electronic and open government. The existing dependence of the
indicators revealed the need to improve skills: 1. Basic digital skills; 2. Skills of using "electronic
government"; 3. Skills of "electronic commerce"; 4. Information security skills.
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Figure 2. Predictive estimation of digital literacy of the population until 2022, in %.

The results of the study show that at present, digital knowledge and skills are becoming an urgent need
and a prerequisite for success for most citizens of the country, they are needed to increase the effectiveness
of employee qualifications. During the study, the results of the relationship of these indicators were obtained.

3. Development and availability of ICT, digital business. The ICT market is a key factor in the success-
ful development of the digital economy in the country. Discussions at the 2017 World Telecommunication
Development Conference in Buenos Aires, Argentina, October 9-20, 2017, on “ICTs for sustainable devel-
opment,” contributed to the formulation of strategic goals aimed at accelerating the pace of achievement of
countriesb (International Telecommunications Union, 2017). According to the current state of the ICT sector
in the country, the ICT market in Kazakhstan is developing one-sidedly and weakly. Hardware prevails in
the ICT market, it accounts for the majority of the market - almost 78.7%. Digital services, production of
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digital products, software are poorly developed. According to the American company, in the global IT mar-
ket, consulting and a variety of services account for 19%, equipment - 23.3%, software - 21% (the rest is tel-
ecommunications services and equipment, etc.) (International Data Corporation, 2019; JSC "National
Infocommunication Holding "Zerde", 2019; Carrie Johnson, 2018).

The main factors, according to many scientists, in ensuring high rates of economic growth is the level
of human capital (in fact, the level of education and skills of the workforce), the level of application of tech-
nological solutions, including digital technology.

Identified existing ICT problems require the search for possible solutions to the development of the ICT
industry and, in general, the digital industry in the Republic of Kazakhstan. Based on the analysis of 4 sub-
indices of the digital sector, a summary table 2 is compiled based on data from the digital industry of Ka-
zakhstan.

Table 2. Indicators of the development of the digital industry in the Republic of Kazakhstan

ICT industry The volume of E-Gov E-Government | The level of computer
Year |production volume, Number O.fIT ICT services, (services Development literacy of the
min KZT cotparies mln KZT provided) Index population, %
2019 2 400 000 16863 1 345 246 23 500 000 28 82,35
2018 2 125 624 13295 1118823 27 500 000 39 79,6
2017 1 866 000 15288 1 034 849 34 000 000 32 78,2
2016 1 652 000 15720 944 398 26 000 000 33 76,2
2015 1 606 000 14849 882915 24 500 000 31 74,2
2014 1 557 000 11668 830 486 34 500 000 28 64,1
Note — compiled by the authors based on the data from "National Infocommunication Holding "Zerde" JSC, 2019; Carrie
Johnson, 2018)

Based on the analysis of the digital economy indices of Kazakhstan (Figures 1, 2) and the data in Tables
1, 2, it became possible to assess the level of development of the digital economy in Kazakhstan and the
prospects for its development in the coming period.

Conclusions

As a result of the study, the following trends were identified and conclusions were drawn on the devel-
opment of the digital economy of Kazakhstan:

1. According to the assessment of the current state of the ICT sector in Kazakhstan, it has been estab-
lished that the ICT market is developing one-sidedly and weakly, sector development is dominant - the ac-
quisition of hardware (78.7%).

2. They have not received proper development in the ICT industry: e-commerce, software development,
digital services, and the digital economy indices such as government services and digital literacy of the popu-
lation have a good pace of development, but, nevertheless, these positions lag behind the level of developed
countries;

3. The level of the “innovative opportunities” indicator remains low compared to many countries; ac-
cordingly, such indices as R&D expenses, research, and the growth of domestic innovative companies are
weak.

4. Tt is necessary to adopt a set of digital legislation in order to remove the stiff administrative, organi-
zational, legal and other obstacles that impede, first of all, the development of ICT technology sectors.

5. It is necessary to step up the creation of a full-fledged digital infrastructure for the effective
development, in general, of digitalization in the country. It is necessary to actualize the solution of issues of
financial support for high-tech digital projects, R&D, the introduction of innovative digital business models
and ICT.

6. The effectiveness of interaction is becoming relevant: 1) the state, 2) enterprises and 3) universities.
Based on the study, the education system in Kazakhstan should take into account modern changes in the
economic trend of national development in order to meet the requirements of digital transformation:

1) to give priority attention to the problems of the development of human capital on a systematic basis.
To take into account the mistakes of state policy in the training of specialists in higher education, to
eliminate business approaches in the educational process.
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2) a financial support model for venture technology solutions should be created, support for start-up
projects of young scientists, investments in educational programs of the digital economy.

3) special attention should be paid to the problems of training and professional development of working
specialists in economic sectors. Particular measures should be taken to prevent "brain drain", attract and
retain talented specialists, as well as return them to the country.
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A.K. CembexoB, E.I'. bynemos, H.M. Ta:xx6aes, H.C. Yaakos, H.H. TionakoBa
Ka3akcTaHHBIH IM(PJIBIK IKOHOMHKACHI: TEOPHSIIBIK ACHIeKTilepi, 1aMmy MyMKIiHIiKTepi

Anoamna

Maxkcamulr:  3epTreyniH MakcaThl YITTHIK SKOHOMHUKAHBIH UHQPIBIK TYPJSHY KarmaiblH Tangay, Oap
KaWIIBUTBIKTap MEH KayinTep/Ii aHbIKTay O00JbIT TabbuTaabl. [{nhpIIbIK SKOHOMHUKAHBIH AaMy OOJDKaMbIH Kypa OTBIPHIT,
Kazakcran PecniyOiaukachlHbIH HU(PIIBIK SKOHOMUKACHIHBIH HHACKCTEPIH 3€PTTEY.

9oici: 3epTTey OapbICBIHIA Keeciiel oicTep KOJMMaHbUFaH: OaKplIay, KalIblIay, CalbICTRIPY, Talaay, SKyHeITiK
TOCUIIEME, aKapaTTapIbl Kyleley, oHIey.

Kopvimbinovr:  3epTrey  HOTHXKECIHIAC «IHMPIBIK SKOHOMHKA» TCPMHUHIH aHBIKTAyJaFbl  TCOPHSUIBIK
aNFBIIAPTTAPFA CANBICTBIPMAIIBL  TANJAy IKYPTI3UIIN, aHBIKTAMara KATBICTHI FalbIMAap MCEH CapallibUIapIbIH
Ke3KapacTapbl MCH HMIKIpIEpiH 3epTTey HeTi3iHAe aNbIPMAIIBUIBIKTAD JKAIMBUIAHBIN, HUAQPIBIK 3KOHOMUKAHBIH
SBOITIOIISIIBIK, TaMy 3aHIBUIBIKTAPEI aHBIKTaIFaH. Makanaga «uugpiblK YJKOHOMHKA TYCIHITIHE aBTOPJIBIK aHBIKTaMa
Herizaenin yeeiHburaH. «L{ndpneik Kazakctan» MeMIIEKeTTiK OaFaapiIaMachiHBIH JKY3€Te achIPhUTY XKarJdaiiblHa Tanuay
JKYPTri3iiin, mudpIbIK dKOHOMUKAHBIH HETI3r ypaicTepi, aMy KaWIIbUIBIKTapbl MeH Ka3akcTaHHBIH MUQPIBIK JamMy
YpAiCTepiHiH epiieyiH TexeyIni 6acka J1a Mocelesep alKbIHIaIFaH.

Tyorcoipimoama: backa enmepmiH TUQPIAHABIPY ToXipHOeNnepiH 3epTTey HeTi3iHAe enneri MUQPIIBIK
9KOHOMHMKAHBIH HETI3Ti JaMy KOPCETKIITepi KapacThIPBUIBII, OJIAPABIH JaMyBIHAAFEl 00KaMIIbl Oaraiap eCenTeTiH]I.
CoHBIH HeTi3iHIe MUQPIBIK YKOHOMHKAHBIH KeJEIIeKTeTi qaMy OoJnKambl YCHIHBUTFaH. KOpBITBIHABUIAH Kelle, opTa
Mep3imai Oomamrakka KaszakcTaH 1uQpibIK 3KOHOMUKACBIHBIH JaMybIHA KATBICTBI HETI3Ti TY)KBIPBIMIAP >KACAJIBIIL,
YCBHIHBICTap KENTipiJreH.

Kinm ce30ep: undpnanaplpy, nuQpiblK SKOHOMUKA, YPAICTEp, YITTHIK Oarnapiamanap, WHISKCTEp, MHQPIBIK
Oacekere KaOIIETTUIIK, aKapaTTHIK-KOMMYHHUKAIUSUIBIK TEXHOJIOTHSIIap, O0IDKay.
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A.K. CembexoB, E.I'. Bynemos, H.M. Ta:xx6aes, H.C. Yaakos, H.H. TionakoBa
Hudporas 3xonomuka KazaxcraHa: TeopeTnyeckue acneKTbl, BO3MOKHOCTH Pa3BUTHSA

Annomauus

Lens: llenplo wuccnemoBaHUS SIBISCTCS aHAU3 COCTOSHHS UUPPOBOW TpaHchopManuu HANKMOHAIBHOMN
9KOHOMUKH, BBISBICHUC CYIICCTBYIONIUX MPOTHBOPEUMA U pUCKOB. [IpoBeficHHEe MCCIeIOBaHUS WHACKCOB ITUPPOBOU
skoHOMUKH Pecryonuku KazaxcraH, moCTpOSHHE IPOTHO3a Pa3BUTHS IIU(PPOBOH SIKOHOMHUKH.

Memoowl: B xonie uccienoBanus OBUIA UCIIONB30BAaHBI METOIBI: HaOIIOIeHHEe, 0000IICHHE, CPABHCHUE, aHAIIU3,
CHUCTEMHBIN TTOAXO]I, CACTEMAaTHU3AIMsI MaTepHAIIOB, 00paboTKa.

Pesynomamei: B pesynpTarte HCCIeNOBaHUS NMPOBEICH CPAaBHUTEIBHBIN aHATN3 TCOPETUYCCKUX MPEATNOCHUIOK K
OTIPEICIICHUIO TepMHUHa «Iu(POBas SKOHOMHKA», 000OIIECHBI PA3IMYUs K ONPEACICHHIO Ha OCHOBE M3Y4YCHUS MHCHHIA,
B3MUISLIOB YUCHBIX, DKCIICPTOB, BBISIBJICHBI 3aKOHOMEPHOCTH 3BOJIIOIIHOHHOTO Pa3BUTHS HH(POBOIl SKOHOMHUKH. B cTaTthe
000CHOBAHO M MPEIJIOKCHO aBTOPCKOE OINPEIeIICHUE MOHATHS «IH(poBas 3KOHOMUKay». [IpoBeIEH aHAIN3 COCTOSIHHUS
upoBoii SKOHOMHUKHU Ka3zaxcraHa, BBISIBICHBI OCHOBHBIC TCHICHIIMH MPOTHBOPEUYUH pa3sBUTHS ITU(PPOBOH SKOHOMHKH,
NPYTHE «y3KHE» MECTa, TOPMO3SAIINE MIPOrpece pa3BUTHs I(poBoii TeHaeHuuK. [IpeacraBieHa MPOrHO3Has OLCHKA
pa3BUTHS TUPPOBOI TPAMOTHOCTH HACEJICHHUS HA OMKAKNIIYIO IEPCIICKTURY.

Bvi6o0owvi: Ha ocHOBE M3y4eHUs ONbITa NUGPOBU3AIMH IPYTUX CTPAH PACCMOTPCHBI OCHOBHBIC ITOKA3aTEIH Pa3BH-
TUS TU(GPOBOH SKOHOMUKH CTPAHBI, PACCUYUTAHBI MX MMPOTHO3HBIC OIICHKH pa3BUTHUs. Ha 3TOl OCHOBE IpEsIOKEH TIPO-
THO3 pa3BUTHA U(POBOI SKOHOMUKHY Ha Oyayliee. B 3akitoueHUN clenaHbl OCHOBHBIC BHIBOJIBI H PEKOMCHIAINH Pas3-
BUTHUS U POBOIA IKOHOMHKH Ka3axcTaHa B cpeTHECPOYHON TEPCIICKTUBE.

Knrouesvie cnosa: III/I(i)pOBI/BaIII/IH, IIPI(l)pOBaﬂ OKOHOMHKaA, TCHACHIMWHU, HNHICKCHI, I/IH(l)OpMaIII/IOHHO-
KOMMYHHUKAalIlMOHHBIC TEXHOJIOT'UH, un(prBas{ T'paMOTHOCTD, IIPOTHO3.
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The tax policy of the Republic of Kazakhstan in the context of modernization

Abstract

Object: The aim of the study is to identify the results of tax reforms, assess the current state of the tax system of
the Republic of Kazakhstan, as well as to identify problems and determine the main directions for improving the tax
system of Kazakhstan.

Methods: The research methods — system analysis, economic and statistical data processing, comparison and gen-
eralization, scientific analysis and synthesis.

Findings: The article analyzes the current tax policy in the Republic of Kazakhstan, namely the impact of tax re-
forms on the economy of Kazakhstan, with an emphasis on recent tax reforms. An analysis of tax revenues and a com-
parative analysis of structural changes in the budget in recent years, with an emphasis on the main production taxes,
such as corporate income tax, value added tax, taxes on international trade and foreign operations.

Conclusions: The study revealed the problems of the effectiveness of tax reforms in Kazakhstan from the stand-
point of their compliance with modern requirements. The article notes that the modern tax policy of Kazakhstan should
be aimed at supporting small and medium-sized businesses, stimulating the non-resource sector of the economy. In
particular, it proposes a policy to stimulate the production of agricultural processing enterprises and the food industry,
justifies the need for tax incentives for food producers in terms of reducing the value added tax. In the context of the
EAEU integration trade, it is necessary to adopt tax incentives to reduce the total tax burden on products of the non-
resource sector of the economy, and to resolve the administrative and customs problems of the union.

Keywords: tax reforms, tax revenues, tax benefits, budget revenues, tax rate, taxes, tax policy, income.

Introduction

Taxation is an important public policy tool. In the state’s financial policy, tax policy is one of the most
important factors in ensuring economic growth, developing entrepreneurial activity, eliminating the shadow
economy, and attracting full-scale foreign investment to the country. In order to overcome the negative con-
sequences of the impact of taxes on economic development, an objective need arose to analyze the structure
and dynamics of tax revenues in the country's budget. In this regard, it is relevant to determine the impact of
tax reforms on state budget revenues, since a properly constructed tax policy has a positive effect on increas-
ing tax revenues to the budget, increasing the welfare of the country as a whole, and improving the living
standards of the population. In this regard, the chosen research topic is relevant.

Literature Review

The research methodology was based on the study of the works of the economic science classics, mod-
ern scientific works of foreign and domestic scientists and economists in the field of analysis of tax reforms
using theoretical generalization, system and comparative analysis, and the method of statistical data pro-
cessing. Among the theoretical researchers who have made a real contribution to the development of the
general theory of taxation, one can distinguish such scientists as: N. Machiavelli, T. Hobbes, F. Bacon,
S. Montesquieu, F-M Voltaire; J. Locke, P.A. Holbach, P. Prudon, B. Franklin, in whose works much atten-
tion is paid to the importance of taxation; U. Petgi, A. Smith, D. Ricardo, J. Ciamond de Sismondi,
N. Canard, D. Mill, whose works contain a deep justification of the economic nature of taxes, principles of
taxation, and the distribution of the tax burden. Among modern foreign researchers working on tax reform
issues, one cannot fail to mention M. Alle, C. Heidi, J. Slemrod, N. Stem, R. Gesneri, H. Aaron.
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Thus, the English economist John Maynard Keynes (1883-1946) made an outstanding contribution to the
development of tax theory. He paid much attention to tax regulation, emphasizing that tax policy can have a
powerful effect on economic growth, increasing employment, stimulating the propensity to consume, etc.
J. Keynes believed that with the help of taxes it is useful to take out the income placed in savings, to finance
current public expenditures from them, and, most importantly, to invest. Considering the role of taxes in regu-
lating the economy, Keynes drew attention to the positive role of relatively high taxes, citing the fact that lower
tax rates are accompanied by lower budget revenues and economic instability of the state (Keynes, 1936)

A vocal supporter of Keynesianism was Nobel laureate Paul Samuelson. P. Samuelson considered taxes
and tax policy as important tools in regulating the economy and believed that with the help of taxes macroe-
conomic growth and stability are stimulated, unemployment and inflation are reduced, and economic growth
is encouraged. Analyzing the role of fiscal policy in regulating the economy, Samuelson pointed out the con-
tradictory processes that must be considered when building the tax system (Samuelson, 1952).

If we consider modern foreign scientists and economists, the greatest interest are caused by the works
related to tax reform in the field of supporting the business sector and stimulating the non-resource sector of
the economy. Thus, such scientists as J. Feehan and M. Matsumoto, who in their works consider tax instru-
ments to support industrial infrastructure, including the processing of raw materials and materials, agriculture
(Feehan, Matsumoto, 2002), should be noted. Jack. Diamond, Fiorella Fiore, Werner Roger also emphasize
the direct impact of fiscal regimes on population growth and employment, and emphasize the stimulating
function of taxes (Fiore, 1999; Diamond, 2003).

In 2000, many foreign economists advocated tax cuts and thus boost the economy and remove entrepre-
neurs from the shadow business. Thus, J. Toy, in his article “The Financial Crisis and Budget Reforms in
Developing Countries”, proposes to optimize the tax policy of the state by cutting individual income taxes
(Toye, 2000).

D.V. Jorgenson is a supporter of social modernization. In his textbook on investments, he talks about
the need for tax reform by reducing the tax burden on industrial infrastructure (Jorgenson, 2001).

Stephen M. Rosenthal, Victor A. Canto, Andy Wiese are not supporters of excessive tax benefits, since
they believe that such a policy is not fair enough and can adversely affect the state budget, but nevertheless,
they are for a reasonable tax policy and moderate tax rates ( Rosenthal, 2017).

Among the scientific works in which, along with the problems of formation and functioning of taxes, as
an area of knowledge of financial science, the economic content and importance of taxation in national eco-
nomic systems are considered, it is worth noting the work of such Russian scientists as N.P. Biryukov,
L.P. Golubeva, L.I. Goncharenko, R.S. Greenberg, Yu.B. Ivanov, M.V. Karaseva, N.L. Lykova,
LLA. Mayburov, L.P. Pavlova, S.G. Pepelyaev, M.V. Romanovsky, B.M. Sabanti, D.G. Chernik, A.S. Sharov,
S.D. Shatalov, E.B. Shuvalova, T.F. Yutkina et al.

Ruta Banelene, Borisas Melnikas, Rolandas Strazdas, Eligius Tolochka in their article “Innovation Ac-
tivities and the Impact of R&D Investments on Economic Growth: Evaluation and Modeling” offer effective
tools to support innovation (Banelene, 2018).

In Kazakhstan, the works of R.A. Alshanov, T.A. Ashimbayev, A.D. Baiduysenova, R.E. Elemesova,
B.Zh. Ermekbaeva, A.B. Zeynelgabdina, E.K. Idrissova, N.I. Inkerbayeva, A.K. Koshanova, V.D. Melnikova,
N.E. Nauryzbayev, A.A. Nurumova, F.S. Seidakhmetova etc. are devoted to the issues of analyzing the re-
form of the tax system.

Methods

The study analyzed the impact of tax reforms on the economy of the Republic of Kazakhstan, conduct-
ed a comparative analysis of tax revenues to the budget and highlighted the main taxes in the state budget.

During the study, the object was the tax system of the Republic of Kazakhstan. The subject of the study
was the tax reforms carried out in the Republic of Kazakhstan and their effectiveness.

The research methodology is based on the principles of systemic structural analysis, based on the appli-
cation of the methods of economic and statistical data processing, comparison and generalization, scientific
analysis and synthesis.

The problems of the tax reforms effectiveness in Kazakhstan are studied from the standpoint of their
compliance with the requirements of modern realities. Quantitative parameters (volume, dynamics and struc-
ture of tax revenues to the budget) led to the conclusion about the structure of tax revenues in the budget, the
completeness of their collection, and the lack of targeted tax benefits. The dynamics of tax revenues over a
number of years has shown an analysis of the effect of tax changes on tax collection.

Cepusi «9koHomuka». Ne 2(98)/2020 91



A.K. Sembekov, Zh.O. Lukpanova et al.

Results

In recent years, significant changes have occurred in the tax legislation of the Republic of Kazakhstan,
which have positively affected both the development of the tax system and the stimulation of the production
infrastructure, including business environment as a whole. Thus, under special tax regimes the burden on
small businesses has been significantly reduced. Such a measure has positively affected the growth of entre-
preneurs in the country and the increase in tax revenues to the budget.

The dramatic changes in tax legislation that have taken place in recent years have affected changes in
tax revenues. This can specifically be seen in the examples of such major budget-forming taxes as CIT,
VAT, taxes on international trade and foreign operations, etc.

Let us analyze the tax revenues for basic taxes over the past 5 years. Thus, in 2014 tax revenues ac-
counted for KZT 5,115,743 million. In 2018 tax revenues increased and reached KZT 7,890,048 million.
Over the past two years, the state budget has increased significantly. Thus, in 2018 the growth rate of tax
revenues compared to 2014 amounted to 154%. In 2018 the annual revenue plan was exceeded at all budget
levels (State Budget, SB - 102.2%, Republican Budget, RB - 101.2% and Local Budget, LB - 104.6%).
The largest increase in state budget revenues is observed in 2017, and the growth is 20% or KZT
1,674 billion.

The share of taxes in budget revenues over the past 5 years averages 66.2% (Table 1). In general, the
created favorable conditions for doing business allowed to involve additional 72 thousand enterprises in the
economic turnover. The number of operating enterprises exceeded 1.5 million (1,448,414 in 2017, 1,520,101
in 2018).

Table 1. The share of tax revenues in state budget revenues in recent years

. Report for Report for Report for Report for Report for

Indicators 2014 2015 2016 2017 2018
Revenues, 7321277 7 634 805 9308 485 11567 691 10 808 573
million KZT
Tax revenues, million KZT 5115743 4 883913 6 023 263 6 810 851 7 890 048
The share (?ftaxes in budget 69.9 64.0 64.7 58.9 73 9%
revenues, %
Note : Compiled by the author according to the Ministry of Finance of the Republic of Kazakhstan

Considering tax revenues over the past few years by type of tax, we get the following picture (Table 2).
The first place in the volume of tax revenues is occupied by CIT — its share is 25%, VAT takes the second
place with 19%, taxes on international trade and foreign operations account for 18% and take the third place,
individual income tax takes the fourth place on receipt with 12% and one more budget-forming tax — social
tax is the fifth, its share is 9.5% in budget tax revenues (Chaplinska, 2016). Only 8.0% falls on social tax,

3.1% on property taxes (including land tax, transport tax, property tax), and 2.2% falls on excise taxes.

Table 2. Analysis of the main taxes in the state budget of the Republic of Kazakhstan in recent years, million KZT

Indicators 2014 2015 2016 2017 2018
Revenues 7,321,277 7,634,805 9,308,485 11,567,691 10,808,573
Tax Revenues 5,115,743 4,883,913 6,023,263 6,810,851 7,890,048
Corporate income tax 1,169,667 1,224,645 1,437,365 1,538,785 1,687,577
Individual income tax 552,280 598,807 691,778 750,212 838,394
Social tax 427 985 464 674 530 440 576 607 618 505
Value added tax 1198 170 944 438 1495 682 1 664 699 2034314
:ﬁé‘?ﬁ)g;f;i‘;‘;‘gi trade 880 063 951 807 1196 919 1422717
Excise taxes 147 057 161 068 205 231 255994 311 856
Note: Compiled by the author according to the Ministry of Finance of the Republic of Kazakhstan

It should be noted that over the past 5 years the budget has been executed, but with a deficit. If we con-

sider the dynamics of tax revenues over the past few years, then overall growth is observed (Figure 1).
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Figure 1. Dynamics and structure of tax revenues of the state
budget of the Republic of Kazakhstan for 2013-2018, billion KZT

Note: Compiled by the author according to the Ministry of Finance of the Republic of Kazakhstan

In general, taxes occupy 64% of budget revenues, 32% account for official transfers. Non-tax revenues
account for only 2.9%, and about 1% account for the proceeds from the sale of fixed capital (Table 3).

Next, we consider the impact of changes in the main types of taxes. The most significant tax is corpo-
rate income tax. The payment of this tax is the highest burden for entrepreneurs. The share of CIT is increas-
ing from year to year. For example, in 2018 the plan for CIT was 1,595 billion KZT, and revenues amounted
to 1,687 billion KZT, so the percentage of completion is 105.7%.

The payment of this tax represents the highest burden for entreprenecurs, therefore, the share of CIT in
the tax revenues of the RB is quite high.

Table 3. Analysis of the actual CIT income and its share in the republican budget in recent years, mln. KZT

. Report for Report for Report for Report for
Indicators 2015 2016 2017 2018
Revenues 6,136,968 7,662,220 9,691,789 8,789,005
Tax revenues, including 3,332,925 4,275,887 4,848,028 5,694,904
Corporate income tax 1,224,645 1,437,365 1,538,785 1,687,577
The CIT share in revenues of the RB 19.9 18.8 15.8 19.2
The CIT share in tax revenues of the RB 36.7 33.6 31.7 29.6
Note: Compiled by the author according to the Ministry of Finance of the Republic of Kazakhstan

Another main production payment is VAT, its share is 23.9%. Since January 1, 2009, there have also
been changes in the mechanism for calculating and collecting VAT. The VAT rate has been reduced from
13% to 12%. (Tax Code of the Republic of Kazakhstan, 2017). This made Kazakhstan's VAT rate one of the
lowest in the world among the standard rates of this tax.

In 2018, the VAT was executed at 103.5% and revenues amounted to 2034.3 billion KZT. The data
show the non-fulfillment of the VAT plan in 2015, this is due to the fact that the amount of VAT refunds
from the budget has increased in recent years, as well as due to the release of VAT on goods transported
within the Eurasian Economic Union (Table 4).

Table 4. Forecast fulfillment of VAT receipts to the state budget for 2015-2018, billion KZT

Year Forecast-plan Actual receipt Execution percentage
2015 945.7 944 .4 99.9
2016 1,445.2 1,495.7 103.5
2017 1,650.5 1,664.7 100.9
2018 1,965.0 2,034.3 103.5
Note: Compiled by the author according to the Ministry of Finance of the Republic of Kazakhstan
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The next largest tax revenues are taxes on international trade and foreign operations, which in 2015
amounted to 880 billion KZT, the share in tax revenues of the Republican Budget amounted to (24.6%),
2016. - 951.8 billion KZT (22.3%), 2017 - 1,196.9 billion KZT (24.7%) (Table 5).

Table 5. Analysis of the actual receipt of taxes on international trade and foreign operations in the republican budget in

recent years, million KZT

. Report for Report for Report for Report for

Indicators 2015 2016 2017 2018
Revenues 6,136,968 7,662,220 9,691,789 10,808,573
Tax revenues, including 3,332,925 4,275,887 4 848 028 7,890,048
Taxes on international trade and foreign 880,063 951,807 1,196,919 1422717
operations
The .share of tgxes on international trade and 143 12.4 123 132
foreign operations in RB revenues
Thelshare of tgxes on international trade and 6.4 273 247 1.0
foreign operations in RB tax revenues
Note: Compiled by the author according to the Ministry of Finance of the Republic of Kazakhstan

Discussion

In general, the analysis of tax revenues indicates the stability of the tax system and the established con-
trol and economic work of the tax authorities. If we analyze the audit work over the past two years, it should
be noted that the emphasis in administration is aimed at the voluntary fulfillment by the taxpayer of his obli-
gations. Thus, in 2018, according to notifications of desk audit without access to facilities, more than 171
billion KZT was accrued, which is 19% more than in the previous year (144 billion KZT). Tax assessment
efficiency has increased. By notifications 123 billion KZT or 34% more than in 2017 has been collected.

In the reporting year, it was finally possible to reverse the trend of a decrease in tax revenues relative to
GDP. If in 2016 this indicator fell to 15.2%, then last year it already significantly exceeded 16%, against the
planned 15.8%. Today, the state revenue authorities have been given the task of increasing the level of con-
solidated budget revenues to GDP to 25% by 2025 (Lukpanova, 2017). In the current 2019, it is planned to
reach 18% of GDP.

Thus, the analysis of budget execution for 2014-2018 showed that revenues are increasing from year to
year. Basically, the budget is executed at the expense of production taxes, such as CIT, VAT, IIT, for which
significant changes have been made in recent years.

Today, tax relations in the republic are regulated by the new Code of the Republic of Kazakhstan “On
taxes and other obligatory payments to the budget” (Tax Code), adopted in 2017 (Tax Code of the Republic
of Kazakhstan, 2017). Thus, in the tax legislation that entered into force on 01.01.2018, a new principle - the
principle of good faith is introduced, which means:

—any inaccuracies or ambiguities, unresolved issues in tax legislation are interpreted in favor of the
taxpayer

— there will be appropriate justifications (arguments and disclosure of circumstances) in the acts of tax
audits

— fines and penalties were canceled if the taxpayer acted in accordance with the explanation of the tax
authority, and subsequently the position of the tax authorities was changed.

In 2019, the marginal income for individual entrepreneurs under a simplified declaration increased to
KZT 298 million. In order to develop the infrastructure for the development of non-cash payments, the law
also provides an increase in the VAT threshold by 114,184 MCI (minimum calculated indicator) for those
working on a simplified declaration, and a marginal income on a simplified declaration by 70,048 MCI.
Starting this year, individual entrepreneurs applying a special tax regime based on a patent and a simplified
declaration have the opportunity to reduce the amount of IIT in the amount of KZT 60 thousand, but not
more than 50% of the calculated tax amount, if they purchase a new online cash register or a three-
component integrated system (online cash register + ERP system + POS terminal) [3].

For those who do not meet the criteria for working on a simplified declaration, a new alternative regime
has been introduced - Special tax regime using a fixed deduction.

This regime provides for a fixed deduction of 30% without the availability of supporting documents. A
deduction is also provided for the payroll. The tax base will be calculated as the difference between income
and expenses, with the obligatory keeping of their records. Moreover, not all expenses and incomes will be
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taken into account, only the most basic ones. Keep in mind that there is a prerequisite - if a fixed deduction is
applied, then the amount of expenses should not exceed 70% of income.

For the application of this regime, higher (compared with the simplified declaration) criteria are estab-
lished:

— marginal income in the amount of 12,260 times the minimum wage (346,761,840 KZT)

— the number of employees in the amount of 50 people.

Tax benefits to subsoil users are provided. With processing ratios of more than 35%, subsoil users are
exempted from corporate income tax (CIT) at the source of dividend payment and value growth. The com-
mercial discovery bonus has been canceled, and now subsoil users have the right to compensate for the costs
of exploration for one field under other contracts where production began. Based on Russia's experience,
Kazakhstan introduced a production tax - mineral extraction tax (MET) (Sembekov, 2016). The introduced
subsoil use tax for offshore and deep oil fields is an alternative tax (instead of tax for reimbursement of his-
torical costs, rental tax and excess profit tax). An alternative subsoil use tax has been introduced for offshore
and deep oil fields (instead of the mineral extraction tax (MET), historical costs, rental tax and excess profit
tax). The excess profit tax has been abolished with the transfer of the burden on coal rental export tax. The
MET rate for tin was revised (from 6% to 3%).

If we consider the experience of Russia, the tax policy in 2010-2013, on the one hand, was aimed at
counteracting the negative effects of the economic crisis, and on the other hand, at creating conditions for
restoring positive rates of economic growth. The main directions of the development of the tax system and
improvement of the tax policy of the Russian Federation during this period were support for investment and
the development of human capital.

Preferential taxation has been introduced for certain categories of taxpayers. Thus, entrepreneurs have
the right to reduce the amount of CIT by 100% if they carry out the following activities:

— electronic trade in goods;

— transportation of cargo by a ship registered in the international ship registry of the Republic of Ka-
zakhstan;

— Activities for the organization and holding of an international specialized exhibition in the Republic
of Kazakhstan.

There are a lot of changes in tax legislation:

— the number of tax audits is reduced;

—new deductions and types of income are added;

— the conditions for the application of benefits have been expanded for FEZ participants;

— part of ineffective VAT benefits are canceled;

— VAT refund procedures are changed;

— Amendments regarding exports to the EAEU countries are made;

— places of sale have been supplemented in order to calculate VAT;

—and many more different amendments. However, there are still many problems left overboard
(Shakirova, 2019).

Let’s consider the most pressing problems to date. One of the problems is that enterprises operating in
the production infrastructure and produce regionally significant products do not have additional tax benefits.
While nowadays this is just necessary, since the most developed activities in our country are trade and inter-
mediary activities, and entities in the manufacturing sector and non-resource sector of the economy are the
least involved (Sembekov, 2016).

Another problem is the lack of tax benefits for domestic entrepreneurs producing import-substituting
products. We have a lot of high-quality domestic products, especially among food products, but, unfortunate-
ly, they do not withstand price and other competition, since there are no special incentives for them from
state support, including tax benefits.

Also, in the tax legislation there are practically no methods and mechanisms for stimulating innovation
(R&D), that is, for organizations engaged in new technologies and creating new scientific and technical de-
velopments there are practically no tax features compared to enterprises in other industries. For example,
many countries have established special taxation regimes for subjects of scientific and innovative activities,
as a result of which these countries have developed the production of new products, the production of new
manufacturing, technological, household, computer and other equipment that meets modern requirements.
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To solve these problems it is necessary to:

— stimulate manufacturers (producing regionally significant or import-substituting products) with addi-
tional tax incentives;

— establish an attractive (simplified) taxation regime for subjects of scientific and innovative activities
in order to stimulate science-intensive and high-tech industries, provide tax incentives to individuals who
invest in domestic production;

— create stimulating tax conditions for taxation of scientific and technological discoveries, as it is done
in many foreign countries.

Conclusion

Thus, the application of tax benefits should not be limited to lowering tax rates. It is necessary to apply
a reduction factor for innovative products and production profitable enterprises. In the world practice, a tax
investment loan is used as a benefit, i.e. deduction from the income tax of a part of the company's investment
expenses (often subject to the use of this loan for subsequent investments). That is, in the context of the
growing dependence of the state budget of the Republic of Kazakhstan on the taxation of the commodity sec-
tor against the background of negative dynamics in prices on world commodity markets, there is a need to
study new trends and problematic issues that may affect the development of the tax system in Kazakhstan in
the future.

There is also a need to pursue a policy to stimulate the production of agricultural processing enterprises
and the food industry, and to understand the specifics of agriculture - the main supplier of raw materials for
these industries. Meanwhile, producers understand that co-production on the local market can come from
many countries. Thus, the need has arisen for changing tax legislation in favor of food producers, in particu-
lar, reducing the tax burden on value added tax.

The application of a similar taxation scheme for this industry will significantly reduce the tax burden on
enterprises processing agricultural raw materials. Accordingly, these funds can be used for investment and
reinvestment of own fixed assets, which will lead to a reduction in the cost of processed products offered to
consumers.

Thus, to summarize it should be noted that in the future it is necessary to direct tax incentives to create a
favorable investment climate in Kazakhstan, reduce the overall tax burden on the non-resource sectors of the
economy, and resolve administrative issues that impede the free development of private enterprise. The im-
plementation of the above tasks to improve tax legislation will contribute to the modernization and diversifi-
cation of the economy, which will increase the competitiveness of the economy of Kazakhstan.
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A.K. CembexoB, 7K.O. Jlyknanosa, 7K. A. Toiizkurutoa, H.-H. Tionakosa
KanrpipTy Karnaiisinaarsl Kazakceran Pecny0iMKachbIHBIH CAJIBIK CasicaThI

Anoamna

Maxcampl: 3epTTeyliH MaKCaThl OTKI3UITCH CaNbIK pedopMallapbHBIH HOTHXKENCpiH aHbIKTayaaH, KazakcraH
PecnyOnukachIHBIH CalbIK KYHECiIHIH Ka3ipri TaHIAFbl JKaFjalblH OarajaymaH, cOHbIMEH Karap KasakcraH caibIk
JKYHECiIHIH MoceNeNepiH alKbIHAAI, KEeTUIAIPYAiH HETi3ri OaFbITTapblH aHBIKTAYAaH TYPabl.

9oici: 3epTTey aaicTepi — Kyhem Tanaay, MOJIIMETTep i IKOHOMUKAJIBIK KOHE CTATUCTUKAIIBIK OHJICY, CABICTHIPY
MeH JKaJITBIIaY, FRUIBIMH Talgay MEH )KHHAKTAY.

Kopvimuinovr: Maxkanmana Kazakcran PecrmyOnmukacklHIa OTKI3UIETIH 3aMaHayd CajiblK CasCaThIHBIH, aTall
alTKaHIa COHFBI CaJBIKTHIK TYpJeHAiIpyJep ekmiHiMeH KazakcTaH 3KOHOMHUKAChIHA CANBIK pe(opMallapbIHBIH dcepiHe
Tanmay Kypriziren. KoprmopaTHBTI TaOBIC CaNBIFBI, KOCBUIFAH KYH CAJIBIFBI, XallBIKAPANbIK CayJara KOHE CBHIPTKBI
ormepanysIapFa CalbIHATBIH CaJbIK CUSKTBI HET13T1 cajbIKTapFa 0aca Ha3ap ayaapa OTBIPHIN, CaJbIK TYCIMICPIHIH KOHE
COHFBI JKBUTAAPAaFEI OF0JKETTET! KYPBUIBIMIIBIK 63T¢PICTeP/IiH CATBICTHIPMAIBI TaJIIayhl )KY3€Te achIPhLUIFaH.

Tyorcoipvimoama: 3epTTey HOTIDKECIHIC 3aMaHAayHW TajanTapFa COWKECTIri TYpFhICHIHAH KazakcTaHmarbl CalibIK
pedopManapbIHBEIH HOTIKEIUTIK MIceNeNiepi aHbIKTamFaH. Makanana KasakcTaHHBIH Ka3ipri TaHAaFbl CANbIK CasCaThl
IIaFBIH KOHE OpTa OM3HEC CYyOBEKTUICpiH KOJIayFa, SKOHOMHKAHBIH MIMKI3aTTHIK €MEC CEKTOPBIH BIHTATAHIBIPYFa
OarpITTalybl THIC €KEHi >Kalabl aWTBIIFaH. Ocipece, KOCBUIFaH KYH CAJBIFBIH TOMEHJAETY OOJIriHae a3bIK-TYJIIiK
OHIMIepIH OHMIPYIIJIEP/Ii CANBIKTBHIK BIHTATAHIBIPYABIH KAKETTUTIrT HETI3NEeNiN, a3blK-TYJIIK eHEpKaciOi MeH aybli
[IapyambUIbIK IMKI3aThIH KalTa eHACY OHEPKOCINTEPiHIH OHIMIEPIH BIHTAJAHABIPY OOWBIHINA CasSCATBIH XKYPTi3y
ycuibUTFaH. EADO WHTErpanvsuIbIK caylachblHBIH JKaFJaidblHAa ONAKTHIH OKIMIIUTIK KOHE KEACHIIK MocelelepiH
TIeTTy, SKOHOMHUKAHBIH ITUKI3aTTHIK €MEC CEKTOPBIHBIH OHIMEPiHE KAIITHI CATBIK )KYKTEMECIH a3aiTy OOMBIHIIIA CaJIbIK
BIHTAJaHABIPMACHIH KaOBIIAAY KajKeT.

Kinm ce30ep.: canblk pedopmanapsl, CaJlBIKTHIK TYCIMAEP, CAJbIK KEHUIMIKTEpi, OIO/KETTIK KipicTep, CalbIK
MeJIIIepIIeMeci, CAIBIKTap, CAIBIKTHIK cascart, Kipic.

A.K. CembexoB, K.O. JlyknanoBa, 7K.A. Toiizkururosa, H.-H. Tionakosa
Hanorosast notutuka Pecny6smmku Kazaxcran B ycJoBUSIX MOAePHH3AIIUH

Annomauyus

Leny: llenp uccienoBaHUsI COCTOUT B BBISIBICHHH PE3YNbTaTOB IIPOBEIEHHBIX HAJOTOBBIX pPe(OpM, OIEHKE CO-
BPEMEHHOI'O COCTOSIHHSI HAJOToBOHM cucteMbl PecrryOnmuku KazaxcraH, a Taxke mpoOJieM M ONpeeseHHH OCHOBHBIX
HaTpaBJIeHUI COBEPIICHCTBOBAHUS HAJIOrOBOI cucTeMsl Ka3axcraHa.

Memoovi: MeTosbl HCCIIeIOBaHus: CUCTEMHBIN aHaIN3, SJKOHOMHUKO-CTaTUCTHYECKass 00paboTka TaHHBIX, CpaB-
HEeHHUs ¥ 0000IIEeHNsI, HAyYHOTO aHalli3a U CHHTE3a.

Pesynomamei: B craThe TpoBeieH aHAJIM3 COBPEMEHHON HAJOTOBOH IMOJIMTHKH, poBoauMoi B Pecybnuke Ka-
3axCcTaH, a IMEHHO BIIMSIHUSI HAJIOTOBBIX peopM Ha 3KOHOMHKY KaszaxcraHa, ¢ akIEHTOM Ha MOCIJIEJHHE HaJIOTOBBIC
npeobpa3oBaHus. [IpoBeseH aHAIN3 HAJOTOBBIX MOCTYIUICHUI M CPaBHHUTEIBHBIM aHAIM3 CTPYKTYPHBIX U3MEHEHHH B
Or0KeTe 3a MOCIEAHUE TOMBI, C aKIIEHTOM Ha OCHOBHBIE ITPOM3BOACTBEHHBIC HAJIOTH, TAKHE KaK KOPIOPATUBHBIHN MO-
JIOXOZHBII HAJIOT, HAJIOT Ha 0OABIEHHYIO CTOMMOCTb, HAJIOTH Ha MEXIYHAPOAHYIO TOPTOBIIIO M BHEITHHE OTICPALIUH.

Bvigoovl: B pe3ynpTare MccnenoBaHus pacKpbITH IPOOJIEMbI PE3yIbTaTHBHOCTH HaJIOToBBIX pehopm B Kazaxcra-
HE C TIO3UINI UX COOTBETCTBHUSI COBPEMEHHBIM TPEOOBaHUAM. B cTaThe OTMEUEHO, YTO COBPEMEHHAsI HAJIOTOBAas MOJIH-
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Ttuka Kazaxcrana nomkHa OBITH HalpaBlicHA Ha TOIIEPIKKY CYOBEKTOB MAlOTO M CPEIHEro OM3HEca, CTUMYJIMPOBAHHE
HECBIPBEBOTO CEKTOPa PKOHOMHKH. B yacTHOCTH, mpeiiaraeTcsi MpOBEICHUE MOTUTUKH 110 CTUMYJIHPOBAHUIO MPOAYK-
LUK TPEIPHUATHH 110 NepepaboTKe CeNbX03ChIPhs U MUILEBON MPOMBIIUICHHOCTH, 000CHOBaHa HEOOXOIUMOCTh HAJIO-
TOBOIO CTUMYJIMPOBAHUSI MPOM3BOAMUTEINCH MHUIEBOI MPOAYKIIMH, B YaCTH CHIDKCHUSI HaJora Ha JOOaBJICHHYIO CTOH-
MOCTb. B ycrnoBusix uHTerpanuonHoi toproeiun EADC HE0OX0AMMO MPHUHSATH HAJIOTOBBIE CTUMYIIBI IT0 CHUYKEHHIO 00-
IIeH HAJIOrOBOW HArpy3Kd Ha MOPOJAYKTHl HECBIPHEBOIO CEKTOPAa 3KOHOMHKH, Pa3pelIeHUI0 aJMHUHHCTPATHBHO-
TaMOXCHHBIX ITPOOJIEM COI03a.

Kniouesvie cnosa: HaoroBbie perOpMBI, HAJIOTOBBIC MMOCTYIIJICHUSA, HAJIOTOBBIC JIbI'OThHI, JOXOAbI 6}02[)KCT3., CTaBKa
Hajiora, HaJlIOT', HAJIOroBas IOJUTHKA, JOXO.
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Influence of human capital on the competitiveness of the economic system

Abstract

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

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

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

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

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

Introduction

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

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

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

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

Literature Review

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

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

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

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

Methods

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

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

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

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

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

Results

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

— introduction of innovations;

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

— improvement of the institutional system;

— growth in labor productivity;

— attraction of direct foreign and domestic investments;

— expansion of the domestic and foreign market.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Discussion

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

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

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

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

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

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

Conclusion

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

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

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

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

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

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

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

AHoamna

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

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

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

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

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

Annomauusn

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

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

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

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

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

References

Aimukhanbetova G.. Intellectual capital management for increasing innovative activity of enterprises/
AimukhanbetovaG. // Bulletin of the Karaganda University. Economy Series. — 2019. — Ne 93(1). — P. 143—
149.

Becker G. Explaining the worldwide boom in higher education of women / G. Becker, W. Hubbard, K. Murphy //
Journalof Human Capital. — 2010. — Ne 4(3). — P. 203-241.

Lenderman E.A.Human Capital Management: A brief review of Human Capital Management, Organizational Psychol-
ogy and Economic Systems (1% ed.)/ LendermanE.A. — Independent Publishing Platform. — 2017. —268p.

Momani K., Nurasyikin J., Zanani W., Nour A.I. The effects of intellectual capital on firm performances of industrial
sector in Jordan / K. Momani, J., Nurasyikin, W. Zanani, A.I. Nour // Journal of Humanities and Social Sciences.
—2020. — Ne 8(2). —P. 184-192.

Pulic A. Intellectual capital — does it create or destroy value? / A. Pulic / Measuring Business Excellence. — 2004. —
Ne 8(1). — P. 62—-68.

Ramanauskaité A.Intellectual Capital Valuation: Methods and Their Classification/ A. Ramanauskaité, K.RudZioniené
// Ekonomika. — 2013. — Ne 92(2). —P.79-92.

Savvides A., & Stengos, T. Human capital and economic growth / A. Savvides, T. Stengos. — Publisher: Stanford Eco-
nomics and Finance. — 2009. — 229 p.

Thurow L. Ivestment in Human Capital (2nd ed.). / L. Thutow. — Wadsworth Publishing. — 1970. —104p.

The Global Competitiveness Report 2017-2018. World Economic Forum (2018).Retrieved from
https://www.weforum.org/reports/the-global-competitiveness-report-2017-2018

Yessengeldin B. Models of human capital development in single-industry towns of East Kazakhstan /B. Yessengeldin,
A. Dauletova, G.. Serikova, M. Daniyarova // Bulletin of the Karaganda University. Economy Series. — 2019.
Ne 95(3). —P. 11-21.

ByrkenoBa A.K. YenoBedeckuii KanuTain Ha NpOMBINUICHHBIX Npennpustusx Kazaxcrana [Tekcr] / A.K. Byrkenosa //
OxoHOMUYecKHi aHanu3: Teopust v npakrtuka. — 2018. — T. 17. — Ne 3. — C. 473-490.

baranos 10.B. HayuHo-meToandyeckue moaxoabl MHHOBAIIMOHHOTO YIpaBlieHHs! BhICIINM oOpa3zoBanueM Kazaxcrana
[Tekcr]: monorp. / FO.B. baranos, E.A. Konoc. — Ycrs-Kamenoropek: BKI'TY, 2011. — 219 c.

JsatnoB C.A. OCHOBBI KOHIETIIIMM yCTOHUYMBOTO pa3Butus [Tekct]: yueb. moc. / C.A. stnoB. — M.: UH®PA-M,
2017. — 185 c.

Cepusi «9koHomuka». Ne 2(98)/2020 105



E.S. Sitnikova, 1.V. Bordiyanu, H.-Christian Brauweiler

KouepbaeBa A.A. BnusHue uenoBedeckoro Kamurasa Ha (opMHpOBaHWE WHHOBAIIMOHHOW SKOHOMHUKH [Texcr]
/ A.A. KouepbaeBa, A.3. Ctei0aeBa / Bectn. Kaparann. yu-ta. Cep. Oxonomuka. — 2018. — Ne 92(4). — C. 91-97.

Camar Memnmip. DOMmmpudeckas OlleHKa BIUSHUS WHBECTHIMA Ha SKOHOMHYecknid pocT B Kazaxcrane [Tekcr]
/ M. Camar //[IlenapTaMeHT HCCIENOBAaHUN W CTATUCTUKHA. DKOHOMHYECKOE HCClieZloBaHWe. — HarmoHaabHBINH
6ank Kazaxcrana. — 2019. — Ne 2. — 24 c.

IMoptep M. Konkypennus. O6HOBI. u pacmup. usg. [Tekcr] / M. IToprep. — M.: Bunbsmc, 2010. — 592 c.

PamazanoB A. 'ocymapcTBeHHOE PEryJIMpOBaHHE W 3allUTa HAIMOHAIFHOTO WHTEIUIEKTYyaJbHOTO Kamutaja [TexcT]
/ A. Pamazanos// Dxonomuka u cratuctuka. — 2018. — Ne 4. — C. 80-86.

106 BecTHuk KaparaHauHckoro yHvusepcuTeTa



DOI 10.31489/2020Ec2/107-115
JEL 023, 035
UDC 336.743.4

A.Zh. Tyshtikbayeva', A.T. Zhanseitov’, E.V. Borisova®, A.E. Turusbekov*

2Ye.A. Buketov Karaganda State University, Kazakhstan
’Russian State Academy of Intellectual Property, Russia
*Astana IT University, Kazakhstan
Larnagul0707@mail.ru, “azamat.zhanseitov@icloud.com, *e.v.borisova@bk.ru, *alikhan.jsjs@gmail.com
! https://orcid.org/0000-0002-5784-1367, 2https://orcid.0rg/0000—0001 -9495-0530,
https:/forcid.org/0000-0003-1362-5213,  https. //orcid.org/0000-0003-4324-5123

Cryptocurrency: permanent money substitute or another temporary trend

Abstract

Purpose: To identify that the cryptocurrency can be distinguished as a real-money equivalent in Kazakhstan
in the near future.

Methods: a SWOT (strengths— weaknesses— opportunities- threats) analysis supported with the results of a
survey in Nur-Sultan city.

Results: The majority of surveyed people claim that they refuse to use cryptocurrency due to its complexity
and it demonstrably illustrates that people are not sure in new technologies’ potential, while the SWOT analysis
proved that there certainly is a chance for the cryptocurrency to substitute money due to numerous possibilities.

Conclusions: Undoubtedly, the cryptocurrency is capable to carry out ordinary cash’s functions and fully
supplant it in the nearest future, offering such focal points as mechanized tax collection, robotized protections,
and becoming globally acknowledged money. Although there are several obstacles as the cryptocurrency’s insta-
bility, administrative weight, and unwillingness of individuals to its integration into our everyday lives, the
cryptocurrency can be a lasting money substitute, but the humankind needs more time to acknowledge it as the
chief device.

Keywords: cryptocurrency, blockchain, bitcoin, decentralization, transaction, database, privacy, encryption.

Introduction

This article examines various features of the cryptocurrency, a matter of which blew out in the
middle of 2017 after its prices’ skyrocketing. It sparked a heated discussion al around the globe in order
to figure out whether this invention is an ultimate money substitute or a regular transitory trend. It is
assumed that the cryptocurrency is expecting high amount of uncertainty towards itself and there is no
wonder why.

In this section of the article, background information about cryptocurrency will be presented.
A cryptocurrency is a type of digital currency that is registered by a decentralized payment system
meaning there is no internal or external administrator or any equivalent (Garrick and Michel, 2017). The
cryptocurrency represents a number indicating the amount of data of settlement units, which is recorded
in the corresponding position of the information package of the Data Transfer protocol and is often not
even subject to encryption, as well as all other information about transactions between addresses of the
system (Arvind et al., 2016).

Although cryptocurrency got its fame in mid-2017, developers designed this currency a long time
ago. The idea of encrypting confidential payments had been in use since 1990 at DigiCash company,
founded by David Chaum until his company bankrupt in 1998. However, it was not close to
cryptocurrency we know today as it was centralized. The term "cryptocurrency" risen in usage after the
appearance of the "Bitcoin" payment system, which was developed in 2009 by a person or group of peo-
ple under the pseudonym Satoshi Nakamoto (no identity has been established) (Arvind et al., 2016). The
financial crisis of 2008 contributed to the success of Bitcoin as the population has lost trust in banking
and controlled financial organizations. At that time, Bitcoin offered independence from the government
or any other centralized influence from the third parties, which made it appealing for people.
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Bitcoin Charts
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Figure 1.0 Bitcoin’s capitalization and price over time
Note — Source (Singh and Singh, 2016)

The Figure 1.0 demonstrates the Bitcoin’s capitalization and price starting from the April of 2013 until
the January of 2020. The Bitcoin’s price depends on its demand; therefore, we can identify the popularity of
Bitcoin by looking at its price. From the April of 2013 until the March of 2017, the price remained at the
same level of 300-400 USD. Then, it rose exponentially until it reached the peak of over 18,000 USD in the
December of 2017. After that, it was falling in price explosively until the January of 2019. Again, the price
started to rise steadily until the July of the same year and started to unpredictably fluctuate until now. The
overall trend shows that the price of Bitcoin is unstable and unpredictable (Coinmarketcap company, 2020).

Bitcoin uses some essential technologies. Cryptographic methods are often used to provide the system
protection, but all transactions between addresses of the system can be seen online. Bitcoin uses a continuous
sequential chain of blocks containing information known as Blockchain to protect the system and provide
confidential transactions (Ryan, 2015). Bitcoins exist only as records in a replicated distributed database, in
which all transactions are stored online, indicating the bitcoin addresses of senders/recipients, but with no
information about the real owner of these addresses (Ryan, 2015). There are no separate records in the data-
base about the current number of bitcoins held by any owner. However, the user can easily calculate the total
amount of money using information about transactions. For instance, you got two bitcoins from your first
transaction, one bitcoin from the second transaction, and sent one bitcoin to another user as your third trans-
action overall resulting in two bitcoins in your wallet.

The cryptocurrency has its specific features:

1. Decentralization. The blockchain technology works based on peer-to-peer transactions that are not
controlled or influenced by third parties. It develops trust between the users and the system.

2. Immutability. Any information remains immutable and constant after being encrypted in the blocks.
The further changes are saved to the next block connected to the previous block creating a chain of blocks.

3. Transparency. You can easily find the open course code of Bitcoin, the information about transac-
tions, and the data about the credibility of the users.

4. Confidentiality. The transaction does not contain any confidential information: it contains data only
about address of sender/recipient, but no information about who owns them.

Literature Review

Cryptocurrencies have considered a relatively low profile in 2019 following an outstanding increase in
2017 and then huge crash in 2018. What are expectations in 2020? Here are presented opinions of several
experts of this sphere.

Tim Draper, legendary VC, founder of Draper Associates and DFJ, and author of “How to Be the
Startup Hero” says that the globe is almost ready for a financial and banking transformation. Engineers and
product developers have put their efforts together to bring Bitcoin to general usage and distribution. Within a
short time, there will be no reason to pay credit card fee for banks from 2.5 percent up to 4 percent every
time. Bitcoin is a frictionless transaction. Similar to other tokens like Tezos, Ethereum, and Bitcoin Cash
become more prevalent. My forecast is a $250,000 Bitcoin price by 2022 or the first quarter of 2023.

Judd Rosenblatt, founder and CEO of AE Studio, an Agile web development and data science consult-
ing firm states that whether you are currently investing in cryptography should depend upon whether you
believe in the future of blockchain. It did not meet all expectations at once because almost any other destruc-
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tive technology improves along the path. Investing in crypto now could be like picking up Amazon stock for
less than IPO price, or it could be like stocking up on Betamaxes on clearance. Only time will tell. Our de-
velopers at AE Studio work with blockchain companies like Protocol Labs, and we’re constantly impressed
with the progress and innovation that’s happening in the space. Blockchain technology is developing fast and
expected to be essential; so, I think of crypto as an excellent long-term opportunity, despite high-risk, in-
vestment. If you think so as well, my No. 1 piece of exhortation is to contribute no more than you will bear
to lose in things like BTC and ETH, which can likely emphatically connect with blockchain selection. And
hodl long term!”

Lorenzo Pellegrino, CEO of Skrill, NETELLER, and Income Access at Paysafe; connect with Lorenzo
on LinkedIn” “While the markets may have slammed, the development of the foundation empowering
cryptocurrency has never truly moderated down, particularly at Skrill. Concurring to numerous industry spe-
cialists, the space is presently steady, more develop, and prepared to move into its following stage. To see
something that begun as no more than a thought within the profundities of the web produce an unused envi-
ronment and develop into a multibillion-dollar resource lesson is nothing brief of momentous to me. The
largest companies and nations within the world now discuss cryptocurrency as a reasonable cash of long
term. I would fairly remind budding financial specialists that exchanging in such an energetic space implies
the stakes are higher. Legitimate investigate and chance administration are essential.”

Dan Schatt, co-founder and CEO of Cred: “Remember the noteworthy financial crash 10 a long time
back, when numerous people’s life reserve funds were wiped out? That’s when Bitcoin was born; a crypto-
currency made mostly in reaction to the driving monetary mediators that made a difference bring down the
economy. Bitcoin has ended up more broadly received for a few reasons. It encompasses an unsurprising
swelling rate since as it were 21 million will ever be delivered. It is borderless, with straightforwardness that
no bank can coordinate. And it is not trusted because the framework was planned so you do not believe any-
body else for it to operate. It has been pronounced dead by journalists 378 times, counting 40 times this year.
But Bitcoin will not pass on since it can be trusted more than most government monetary forms. There is no
middle person. And in a world full of fizzled money related mediators, that is an enormous deal.”

Johann Polecsak, co-founder and CTO of QAN blockchain platform: “The cryptocurrency decay was
great for the showcase since it instructed speculators that not all coins are as glossy as they might appear. We
continuously empower making choices based on genuine showcase esteem rather than theory. How do you
degree the esteem of a token without profound information? Seek for stages that can be coordinates into un-
dertaking forms to upgrade their workflows. That’s how mass selection happens. When the web begun, com-
panies had to coordinate the innovation to convey substance for clients to expend. That is where we are pres-
ently with cryptocurrency, but we lost stages that companies can use and are able of working on a worldwide
scale. That is likely why the ROI of tokens from the best 11 blockchain stages (WAVES, EOS, NEO, ETH,
LSK, ADA, MATIC, FTM, ZIL, TRX, and ALGO) midpoints more than 1,000 percent.”

Alex Althausen, CEO of StormGain, a cryptocurrency trading platform: “In 1997, Amazon went open
at $18 per share. The stock developed to over $300 per share some time recently falling to beneath $6 when
the dot-com bubble burst in 2001. Quick forward to 2018: Amazon comes to $2,050 per share and got to be
the moment U.S. company to obscure $1 trillion in stock advertise esteem. Numerous speculators see this
design happening with cryptocurrency. Bitcoin skyrocketed from approximately $3,600 per coin to over
$19,000 in 2017. At that point it fell underneath $3,500 sometime recently climbing to $12,000 in 2019. My
counsel is to keep an eye on the Bitcoin splitting in 2020, which can drastically alter the cryptocurrency sup-
ply and request condition. I accept it will be recollected as an authentic point of reference for Bitcoin and the
whole industry. It might be the turning point that takes Bitcoin from a specialty, unsteady resource to a
standard frame of payment” (Oracles, 2019).

“We are approximately to roll out a few critical modern requirements,” Mr. Mnuchin said amid a hear-
ing some time recently the Senate Back Committee. “We need to create beyond any doubt that innovation
moves forward; on the other hand, we need to create beyond any doubt cryptocurrencies are not utilized for
the comparable of ancient Swiss mystery number banking.” Mr. Mnuchin did not give points of interest of
what the controls would involve. He said that they would give more noteworthy straightforwardness so that
law authorization might see where cash was going and guarantee that it was not being utilized to help cash
washing (Rappeport and Smialek, 2020).

Erik Voorhees, cryptocurrency entrepreneur says, “It is that narrative of human development under
which we now have other fights to fight, and I would say in the realm of Bitcoin it is mainly the separation of
money and state.”
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Caleb Chen London Trust Media: “In the next few years, we are going to see national governments take
large steps towards instituting a cashless society where people transact using centralized digital currencies.
Simultaneously, the decentralized cryptocurrencies — that some even view as harder money — will see in-
creased use from all sectors” (Rosic and Blockgeeks, 2020).

What is a blockchain? In short, it is a disintermediating technology or it removes the necessity for mid-
dlemen and trusted third-parties. In combination with other technologies, blockchains have the potential to
disintermediate many areas of life, from banking to information storage to voting to the making and shar-
ing of goods and services (Clendaniel, 2017).

Some economic analysts foresee a huge alter in crypto is forthcoming as institutional money enters the
market. Besides, there is the possibility that crypto will be drifted on the Nasdaq, which would further add
credibility to blockchain and its uses as an alternative to conventional currencies. Some people anticipate that
all that crypto needs is a verified exchange traded fund (ETF). An ETF would certainly make it easier for
individuals to invest in Bitcoin, but there still should be the demand to want to contribute in crypto, which
some say may not automatically be created with a fund.

In the beginning of 2017, there were only a few small operational crypto funds trading coins for limited
partners. In June, there have been seen pitches for dozens of them. Traditional institutions with traditional
bases are raising some of these funds. Others are running or planning to run ICO processes themselves (Sam
Lessin, 2020).

Bitcoin could be a decentralized cash that employments peer-to-peer innovation, which empowers all
capacities such as money issuance, exchange handling and confirmation to be carried out collectively by the
arrange. Whereas this decentralization renders Bitcoin free from government manipulation or obstructions,
the flipside is that there's no central specialist to guarantee that things run easily or to back the esteem of a
Bitcoin. Bitcoins are made carefully through a “mining” handle that requires capable computers to fathom
complex calculations and crunch numbers. They are as of now made at the rate of 25 Bitcoins each 10 min-
utes and will be capped at 21 million, a level that's anticipated to be come to in 2140.

These characteristics make Bitcoin distinctive from a fiat currency, which is backed by the full confi-
dence and credit of its government. Fiat currency issuance is an exceedingly centralized movement directed
by a nation’s central bank. While the bank controls the amount of currency issued according to its monetary
policy objectives, in theory, there is no upper limit to the amount of such currency issuance. Moreover, local
currency deposits are generally insured against bank failures by a government body. Bitcoin, on the other
hand, has no such support mechanisms. The value of a Bitcoin is entirely dependent on what investors are
willing to pay for it at a point in time. As well, if a Bitcoin exchange folds up, clients with Bitcoin balances
unable to return them back.

The future viewpoint for bitcoin is the subject in heat debate. Whereas the financial media is proliferat-
ed by so-called crypto-evangelists, Harvard University Professor of Economics and Public Policy Kenneth
Rogoff recommends that that the “overwhelming sentiment” among crypto advocates is that the whole “mar-
ket capitalisation of cryptocurrencies seem detonate over the another five a long time, rising to $5-10 [tril-
lion].”

The noteworthy instability of the resource course is “no reason to panic,” he says. Still, he tempered his
positive thinking which of the “crypto evangelist” see of Bitcoin as computerized gold, calling it “nutty,”
expressing its long-term esteem is “more likely to be $100 than $100,000.”

Rogoff contends that not at all like physical gold, Bitcoin’s utilize is constrained to exchanges, which
makes it more defenseless to a bubble-like collapse. Also, the cryptocurrency’s energy-intensive confirma-
tion handle is “vastly less efficient” than frameworks that depend on “a trusted central specialist like a cen-
tral bank.”

Some of the impediments that cryptocurrencies presently confront — such as the fact that one’s digital
fortune can be eradicated by a computer crash, or that a hacker may scour a virtual vault — may be overcome
in time through innovative progresses. What will be more difficult to overcome is the fundamental conun-
drum that bothers cryptocurrencies — the more well known they gotten to be, the more control and govern-
ment investigation they are likely to pull in, which dissolves the basic premise for their existence.

Whereas the number of vendors who acknowledge cryptocurrencies has constantly expanded, they are
still exceptionally much in the minority. For cryptocurrencies to become more widely utilized, they ought to
begin with picking up far reaching acceptance among buyers. However, their relative complexity compared
to customary monetary standards will probably deter most individuals, except for the technologically adept.
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A cryptocurrency that tries to become a small piece of the mainstream financial framework may force to
satisfy broadly unique criteria. It ought to be mathematically complex (to maintain fraud and attacks from
hacker) but simply understand by customers; decentralized but with adequate consumer shields and security;
and preserve user anonymity without being a conduit for tax evasion, money laundering and other nefarious
activities. Since these are imposing criteria to fulfill, is it conceivable that the foremost popular
cryptocurrency in a number of years’ time might have qualities that drop in between heavily-regulated fiat
monetary forms and today’s cryptocurrencies? Whereas that plausibility looks farther, there's small question
that as the driving cryptocurrency at show, Bitcoin’s victory (or need thereof) in overseeing the challenges it
faces may decide the fortunes of other cryptocurrencies inside the long time ahead (Barone, 2020).

Methods

To examine the potential of this trend, it was decided to make a SWOT-analysis to figure different sides
of the cryptocurrency issue. The benefits of using this exact method will be useful in the further conclusions.
It will contribute in understanding if strengths outweigh weaknesses or if it is possible to overcome threats
using possibilities or strengths. The SWOT analysis will be presented and supported by the results of a sur-
vey (conducted by the authors).

The survey was conducted during the summer of 2019 in Nur-Sultan, the capital of the Republic of Ka-
zakhstan. The number of participants is 342 with 47 percent being female. Participants age ranges from 10 to
54 equally distributed. Survey contained five closed-ended questions and two open-ended questions on the
topic of cryptocurrency and its use. The limitation of the survey is that more than 95 percent of participants
were the residents of Nur-Sultan, meaning the results might be applied only to the residents of that city.

Results

The SWOT analysis:

Strengths. According to, the maximum number of bitcoins is twenty-one million and it cannot be
changed. The limited number of bitcoins gives it a strength of preventing inflation and problems caused by
monetary policy of the government.

Responses

N\

|-

e

= Feel safer = neither Feel more insecure W

Figure 2.0 Responses on feeling safety using cryptocurrency.
Note — made by authors

In addition, the decentralization of the system makes the users more comfortable and safer using the
currency. This was proven by the survey showing that 91.7 percent of cryptocurrency users feel safer that
transactions are not influenced by third parties (Figure 2.0). Next, the currency can be used globally without
any boundaries, meanwhile other currencies are used within the boundaries of the countries. 6 out of 24 par-
ticipants who are using cryptocurrencies reported that they made international transactions, and all of them
reflected positively on the speed of the transactions. Moreover, the cryptocurrency provides financial ser-
vices to users with low access to banking systems (Zheng Z. et al, 2017). It gives more people opportunity to
use financial services catalyzing the economic processes in the country and provides the equality among
people opportunities.

Weaknesses. Even though Bitcoin is very popular across the Internet users, the actual usage of
cryptocurrency is not widely spread. This was proven by the results of the survey indicating that out of all
342 participants only 24 participants use or have used any kind of cryptocurrency.
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Responses on using cryptocurrency
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Figure 3.0 Responses on using cryptocurrency
Note — made by authors

Next, the cryptocurrency is dependent on its reputation. For instance, the number of cryptocurrency us-
ers dropped after the ‘Silk road’ incident happened at which people started using cryptocurrency to buy
drugs on the Darknet (the illegal side of the Internet). In addition, one of the weaknesses is vulnerability to
cyberattacks such as social engineering and DDoS (Singh and Singh, 2016). The cryptocurrencies can carry
out the limited number of transactions simultaneously meaning that DDoS attacks can stop the work of the
server for other users. The social engineering might be the way the hackers get the private keys from the
asymmetric encryption of the wallet. However, the survey contradicts this fact as it shows that none of
cryptocurrency users faced the DDoS attack and never experienced losing private keys. Even though
cryptocurrencies do not share the information about the users, there are still ways to track the location from
which the transaction was initiated. The great example is ‘Silk road’ incident that shows that illegal transac-
tions can be tracked.

Opportunities. The cryptocurrency can be used to facilitate processes within the country using smart
contracts (electronic algorithm that runs the several instructions after the certain conditions being fulfilled).
The taxation can be automated using smart contract: the receiver of the transaction can be government, and
the transaction will be sending the taxes each week automatically. In addition, cryptocurrency can change the
world economy by replacing all the other currencies eliminating the dependencies of other currencies on
USD (David et al., 2018). In addition, the insurance can be automated with smart contracts. If the insurance
company enters a smart contract with the client, the contract will be executed automatically when an insured
event occurs, and the policyholder will receive a refund immediately and without visiting the office. Finally,
the automation of penalties/fines (automation of accrual of fines when performing (non-performing) certain
actions.

Threats. The cryptocurrency providing everyone with ability to use financial services and privacy can
stimulate shadow economy in the country. In addition, the people might be not ready to use blockchain as
they are not used to it.

The results of the survey showcase that slightly more than two fifths (41.5%) are not using
cryptocurrencies because they believe that it is too complex. Just under two fifths (39%) claim that this sys-
tem is almost the same as e-money, and approximately one in ten (10.5%) say that they prefer other assets
(Figure 4.0).

Why do not you use?

Complex £1.5

e e
Prefer other assats

Other

Figure 4.0 The reasons of not using cryptocurrency
Note — made by authors
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Discussions

The results of the survey show that society is not ready to accept cryptocurrency as the part of their eve-
ryday life. Moreover, cryptocurrency can change in price extremely fast making it unreliable for the constant
use. For the crypto market, there are threats from regulatory authorities. Just as the Internet is censored in
some parts of the world. Cryptocurrencies face regulatory pressure when it threatens local currencies and
governments. For example, China has tried to restrict cryptocurrency activity with limited success (Yukun
and Aleh, 2018). The majority believes that using cryptomoney is too sophisticated, and it is much easier to
continue using traditional money. However, it is clear that we need to keep up with the times, and one way or
another a different system will replace the current inefficient one. There is no point in delaying the inevita-
ble. As the financial medium, the cryptocurrency provides high security, adaptability and many business
benefits such as lower transaction fees.

The SWOT analysis made it possible to identify the main advantages, disadvantages, as well as oppor-
tunities and threats in the execution of this project. The revealed opportunities strongly suppress weaknesses
and make it possible to turn them into strengths of the cryptocurrency. However, some of them can still pose
a threat, and thereby cause fear in people. For instance, financial loss will definitely be a disaster for any per-
son. This can be a result of the data loss in the web that a certain genius hacker or high-skilled programmer is
easily able to do. In case the system of cryptocurrency is upgraded, it will become the most secure system
out of all ever existing, showing its dominance towards others. By improving safety the disadvantage can
turn into a strong benefit.

Conclusion

According to the results of both SWOT analysis and survey, it is can be concluded that cryptocurrency
has its potential in replacing conventional money because it is able to carry out all the functions that the usu-
al money does and can bring several benefits such as automated taxation, automated insurance, and being
internationally accepted currency. However, there are numerous risks as the cryptocurrency is not stable,
faces regulatory pressure, and people are not ready to use it in their daily lives. Nevertheless, these kinds of
threats do not need to be feared of, as their further development would easily assist in getting rid of the main
weaknesses. The main point is that people are still having trouble in comprehension and adjustment to new
technologies, which is considered to be the most significant idea out of all presented in the list. The fact that
humankind are not ready plays the key role in implementation cryptocurrency into everyday use. It is prefer-
able that before the full introduction there would be some guide and briefing, so that people will understand
what they need to do, thus making it clear that the system only looks complex at the first sight. Therefore, the
cryptocurrency definitely can be a permanent money substitute, but the humanity needs time to accept it as
the main tool.
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KpunrtoBamora: TYpaKThl aKIIa aybICTHIPY HEMece 0acKa yaKbITIIIA TPEH/T

Anoamna

Maxcamur: KazakctaHaarbl HAaKTHl aKIIaHBIH OallaMachkl pETiHAE KPUITOBAIOTAHBI OOJiN amyra OOJIATHIHBIH
AHBIKTAY.

9oici: SWOT-rangay (KyIITi )KaKTapbI-dJICi3 JKaKTapbl-MYMKIHIIKTep-KayinTep), cayaTHaMa HOTHKeIepi.

Kopvimuinoder: CypanraHgapAblH KOIIIUIr KPHUIITOBATIOTAHBIH KYpJACNiJiriHe OaiinaHBICTBI KOJNJaHylnaH Oac
TapTaabl XKaHe OYJI azamap aHa TEXHOJOTHSUIap/IbIH dJieyeTiHe CEHIMIII eMec eKeHiH KopHeKi kepceTkeH, ain SWOT-
TanAay KPUNTOBAIIOTAHBIH KONTETeH MYMKIHIIKTEepiHe OallaHBICTHI aKMIaHbl aybICTBIPY MYMKIHZIIri Oap eKeHiH
JIoTIeTIIeTeH.

Tyorcoipvimoama: KpUNTOHABIK BalioTa 9METTETl KOJIMAa-KOJI akia (YHKIHMACHIH OpbIHIAyFa JKOHE >KaKbIH
OoJlamrakTa oJapbl TONBIFBIMEH BIFBICTBIpYFa KaOUIETTi, MEXaHUKaJaHIBIPbUIFaH CaJbIK )KHHAY, poOOTTalFaH Kopray
KOHE NYHUEKY3UIK TaHBUIFAH aKlla peTiHie YHIeCTipy OpTaIBIKTapblH YChIHaAbl. KpunToBamroTa TYPaKCBHI3ABIFEI,
OKIMIITITIK CaIMaFbl JKOHE JKEKe TYJIFANapAbIH Oi3iH KYHICNIKTI eMipiMi3re WHTETparusuIayapl KaJaMalThIHBI CHUSKTHI
OipHere kenepriigep Oap OoJica 1a, KpUNITOBAIOTA Y3aK YaKbIT aKila aJMacTRIPybl MYMKiH, OipaK agam3aT OHBI 0aCThI
KYPBUIFBI JIeTI TaHy YIIiH KOI YaKbIT KaXeT.

Kinm ce30ep: KpHNTOBaNIOTa, OJOKYEHH, OPTAJBIKCHI3AAHABIPY, TPAH3aKLUHUS, ACPEKTEp KOPbI, KYIHSIBUIBIK,

mudpray.

A.K. TeimtukbaeBa, A.T. Kanceiitos, E.B. bopucosa, A.E. TypycoexoB
KpunroBamora: mocTossHHAs JeHe:KHasi 3aMeHa WM APYroid BpeMeHHbIN TpeH.I

Annomauyus

Lens: OnpeaenuTb, MOYKHO JIM BBIICIUTh KPUIITOBATIOTY KaK SKBHBAJICHT pealbHbIX aeHer B Kasaxcrane.

Memoowvi: SWOT-ananu3 (CHIbHBIE CTOPOHBI-CIIA0BIE CTOPOHBI-BO3MOKHOCTH-YTPO3bI), MOAKPEIIIICHHBIN PE3yIIb-
TaTaMH OMpoca.

Pesynomamei: BONBIIMHCTBO OMPOIICHHBIX YTBEPIKIAIOT, YTO OHU OTKA3bIBAOTCS UCIIOJIB30BaTh KPUIITOBATIOTY
U3-3a €€ CJIOKHOCTH, U 3TO HATJLIIHO WITIOCTPUPYET, YTO JIFOJU HE YBEPEHBI B MOTCHIIMAIC HOBBIX TCXHOJIOTHI, B TO
Bpemst kak SWOT-aHanu3 qokasai, 4To y KPUITOBATIOTHI, O€3YCIIOBHO, €CTh IIAHC 3aMCHUTH JICHBI'H U3-32 MHOTOYHC-
JIEHHBIX BO3MOKHOCTEH.

Bv1600b1: HecoMHEHHO, KPUNTOBATIOTA CIIOCOOHA BHIMOIHATH (PYHKIUU OOBIYHBIX HAIMYHEIX JACHET U MOJHOCTHIO
BEITECHUTH MX B OMpkaiiiieM Oymyiiem, mpejiaras Takue KOOPAWHAIIMOHHBIC IICHTPHI, KAaK MEXaHU3UPOBAaHHBIN cOOp
HAJIOTOB, POOOTH3MPOBAHHAS 3alUTa U CTAB BCEMHUPHO IPU3HAHHBIMH ICHBIaMH. XOTs CYIIECTBYET HECKOJBKO Ipe-
IITCTBHH, TAKUX KaK HCCTAOMJIBHOCTh KPHIITOBAIIOTHI, a AMHHUCTPATHBHBIN BEC M HE)KCITAHUE OTACIBHBIX JIMIl HHTET-
PHPOBATH €€ B HAIILY MOBCEAHEBHYIO JKM3Hb, KPUIITOBAIIOTA MOKET OBITh [UIMTCIILHONM 3aMEHOM IEHET, HO YeIOBEUYCCT-
BY HY)KHO 00JIbIlIC BDEMEHH, YTOOBI IIPU3HATH €€ TJIaBHBIM YCTPONUCTBOM.

Knrouesvie cnosa: kpunToBaltoTa, OJOKYEHH, OMTKOWH, NCUEHTPATU3alns, TpaH3akIusa, 0aza JaHHBIX, KOHPHU-
JICHIIMATBHOCTD, IU(pPOBAHHE.
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World experience in organizing deposit guarantee systems
Abstract

Object: To identify possible ways to improve the deposit insurance system in the Republic of Kazakhstan on the
basis of studying the world practice of deposit insurance and identifying the functioning of various models of deposit
insurance systems.

Methods: Used such basic methods of cognition as the method of description and comparison, periodization, gen-
eralization and logical analysis.

Results: A retrospective review of the establishment of deposit insurance systems in different countries of the
world and integration associations was carried out, differences in the organization of deposit insurance according to the
American and continental models were identified, suggestions were made for further improvement of the practice of
deposit insurance in the Republic of Kazakhstan.

Conclusions: The author defines further directions for the development of the global practice of deposit insurance
by unifying deposit guarantee systems and the emergence of superstructure deposit protection systems within integra-
tion associations and the functioning of cross-border insurance systems. Based on international experience, the author
formulated a conclusion about the need to change the legislative conditions for guaranteeing deposits in the Republic of
Kazakhstan in terms of recognition by entities of the deposit insurance system of non-bank organizations, the extension
of insurance liability to deposits of legal entities, and increasing the maximum security for guaranteed deposits.
The author proposes a change in the practice of forming a deposit guarantee fund in order to improve the conditions for
participation in the deposit guarantee system for second-tier banks.

Keywords: world models of deposit insurance systems, unification of deposit insurance systems, mandatory de-
posit guarantee system, deposit guarantee fund, financing methods, objects and subjects of deposit insurance, maximum
insurance coverage.

Introduction

In the face of intensified crisis manifestations in the global financial markets and their negative impact
on the solvency of banks, it becomes relevant to study the mechanisms for ensuring the financial stability of
banking markets. In world practice, the creation of deposit insurance systems has become a tool to solve the
problem of maintaining the financial stability of banking markets, maintaining the confidence of depositors
in banks and other credit organizations, and preventing the massive withdrawal of bank deposits in the con-
text of economic crises.

This study will allow us to summarize the global experience of deposit insurance, to identify features of
the organization of deposit insurance within the framework of various models of these systems in order to
identify possible ways to improve the deposit guarantee system in the Republic of Kazakhstan. In the litera-
ture, a number of authors discuss changes to the conditions of deposit insurance in order to provide the most
reliable insurance protection for depositors of banks in their countries. It is a merit of the author that he allo-
cated the best conditions for deposit insurance in various national practices and made proposals for amending
domestic legislation. It is especially important to discuss the issue of changing the method of financing the
deposit guarantee fund in the Republic of Kazakhstan in order to improve the conditions for participation in
this system for second-tier banks.

As a scientific hypothesis, it can be assumed that, precisely, world experience in building deposit insur-
ance systems will allow organizing the most optimal deposit guarantee system in the Republic of Kazakh-
stan.

Literature Review

The theoretical basis of the study was the scientific works of leading Kazakhstani, Russian and foreign
economists on the study and comparison of deposit insurance systems in different countries of the world.
Foreign scholars dedicated their work to the study of various aspects of theory, world practice and the analy-
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sis of deposit insurance systems: Demirgyuch-Kunt A., Kane E., Laeven L., Boyle G., Stover R., Tivana A.,
Zhilievsky O. (2015) , Zimovtsev V.I., Snytko A.E., Khodanchik G.E., Arzamastsev A., Kotina O. et al.
(2019, 2020). The authors consider the historical aspect of creating deposit insurance systems in various
countries, spend periodization phases of development of the deposit insurance system, classified deposit in-
surance systems that take place in the practice of foreign countries. Among foreign authors, the most famous
is the work of Garcia Gillian G.H., devoted to a review of best practices for deposit insurance and their use in
crisis management (2000).

Detailed study of US deposit insurance practices was conducted by Robb T. (2001). The banking crisis
during the Great Depression led to the creation of a unified deposit insurance system in the United States
represented by the Federal Deposit Insurance Corporation, which went through a series of development stag-
es and successfully continues to this day. Russian scientists devoted their work to the study of American ex-
perience Turbanov A.V. and Evstratenko N.N. (2008), Zemtsov A.A. and Tsibulnikova V.Yu. (2017).

The study of the German model of deposit insurance is dedicated to the work of Beck T. (2001), which
traces the history of deposit insurance against the existence of regional schemes until the creation of an in-
surance system for private commercial banks in 1974, and subsequently insurance systems for savings insti-
tutions and cooperative banks were created. A review of the current state and development prospects of de-
posit insurance systems in European countries was carried out by Kohlert W. (2015), Snell J. (2017),
Scheible V., Zahari D., Bumsma P.J. et al. (2019).

The work of many scientists, including Kovalenko SB, Shernina PG, is devoted to the study of the or-
ganization of modern deposit insurance systems in the countries of the former Soviet Union. (2016), Urazova
S.A., Isaeva P.G., Makhacheva D.M., Nurgazy A.R. (2017), Kononenko O.V., Zemtsova A.A., Tsibulnikova
V.Yu. (2018). The works of these authors carry out a comparative analysis of the American and European
models of deposit insurance systems, examine the practice of deposit insurance in the CIS countries and
countries of the Eurasian Union, formulate suggestions for improving modern deposit guarantee practices in
the Russian Federation and the Republic of Kazakhstan. Scientists' proposals are related to the justification
of such basic conditions of deposit insurance as objects and subjects of deposit insurance, deposit currency,
differentiation of tariff rates, the size of the maximum insurance coverage, etc.

Methods

The object of the study was the historical processes of organizing deposit insurance systems in world
banking practice.

The subject of the study was economic relations regarding the functioning of deposit insurance on the
example of different countries and integration associations.

When writing the article, we used both general scientific methods of cognition, such as historical and
logical methods, analysis and synthesis, induction and deduction, the method of scientific abstractions, the
use of analogies, and empirical methods of cognition such as methods of generalization, periodization, de-
scription and comparison.

Results

In world practice, two main models of the functioning of deposit insurance systems have formed:
American and German. The American system involves the creation of a state corporation that provides in-
surance for deposits attracted by banks from private and corporate clients. The German system is focused on
the creation of a number of deposit insurance funds associated with associations of banks of certain types. In
this case, insurance is carried out on a voluntary basis and the initiative to create insurance funds belongs to
banks and their associations, associations.

The first experience in creating a system of guaranteeing deposits in the form of insurance took place in
the USA in the 19th century. Initially, legislation was drafted to regulate banking at the state level and vari-
ous insurance systems appeared that attracted funds from banks. Subsequently, during the period of the Great
Depression, in the midst of the most acute banking crisis and the massive bankruptcies of banks and other
savings institutions, a unified deposit insurance system was created in the United States. For deposit insur-
ance in commercial and savings banks, the Federal Deposit Insurance Corporation (FDIC) was founded, for
deposit insurance of individuals in specialized savings institutions, the Federal Deposit Insurance Corpora-
tion in loan and savings associations (which was merged with the FDIC in 1989), for credit unions deposit
insurance other funds and insurance companies operate.

Currently, the FDIC is an independent federal agency reporting to Congress, and banks and other credit
organizations are not eligible to participate in the management of the system. The Federal Deposit Insurance
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Corporation insures all deposit products, including current and savings accounts, deposit accounts, and cer-
tificates of deposit. The sum insured up to 250 thousand US dollars is calculated separately for each category
of accounts owned by the client. The funds of individuals and corporate clients are subject to insurance.
(Urazova, 2017) Until 1995, the USA was the only country that used contribution rates differentiated by de-
gree of risk. Since then, the number of countries applying differentiated contribution rates has increased sig-
nificantly (Republic of Kazakhstan, Argentina, Canada, Finland, Hungary, Italy, Sweden, Taiwan, Turkey,
etc.)

Currently, the US deposit protection system is universal by the mid-90s. The FDIC insurance system
covered up to 98% of all deposits, representing over 99% of the country's assets. A historical retrospective
has shown that this particular model of deposit insurance turned out to be the most effective organization for
protecting deposits of the population, and therefore was used in banking practice in many countries of the
world.

The second model of the deposit insurance system operates in Germany and a number of its characteris-
tics are also used in other countries of continental Europe (Austria, Switzerland, the Netherlands, and in part
France). Deposit insurance is organized here by the banks themselves through their industry associations
without the direct participation of the state, although with its indirect assistance. In Germany, the corre-
sponding insurance funds are formed from formally voluntary contributions from banks and other savings
institutions, but their sizes are small, and banks' contributions amount to about 0.03% of deposit balances per
year. However, banks and savings institutions commit themselves to making additional contributions if nec-
essary.

There are currently three insurance systems in Germany created by private banks, savings institutions
and cooperative banks. All of these systems are voluntary and funded by participating banks. Deposit insur-
ance is carried out by nine specialized organizations. Each of the three main banking groups in Germany has
its own deposit insurance system. The funds of individuals and corporate clients are subject to insurance.
Insurance indemnity is provided in the amount of up to 100 thousand euros, but in some cases the indemnity
increases to 500 thousand euros.

It is believed that the advantages of continental deposit insurance systems are their independence from
state policy, voluntary participation of banks, a minimum of formalism and red tape. (Table) In the period
after the Second World War, the savings systems of Western Europe functioned satisfactorily and without
losses for investors, which to some extent is associated with the competent organization of the deposit insur-
ance system.

Table. Comparative analysis of the world's main Deposit insurance models.

American model criteria Continental model Criteria
Insurance principle of protection of depositors (princi- | Limited or no formal insurance Fund
ple of formation of an insurance Fund)
State ownership and management of the insurance Fund is a private (non-state) system
Almost complete coverage of the country's banking | Low or no regular contributions from banks
institutions

Significant financial support from the state The principle of voluntary and close cooperation of banks
Close cooperation with the FDIC, the state banking su- | Strict supervision over banks by the Central banks and
pervisory authorities special government agencies

Note-compiled by the author

The intensification of the spread of the practice of developing deposit insurance systems in various
countries led to the creation of the International Association of Deposit Insurers (IASD) in May 2002.
The “Guidelines for Effective Deposit Insurance Systems” developed by the Association are applied in vari-
ous countries and are used by the International Monetary Fund and the World Bank as part of the Financial
Sector Assessment Program to determine the effectiveness of deposit insurance systems.

The Islamic deposit insurance system, created in Bahrain in 1993, can be considered a special model.
This system provides for fundraising to reimburse affected bank depositors only after recognition of the fact
of bankruptcy. Later, a system of insurance of Islamic deposits was created, involving the preliminary for-
mation of a fund of funds necessary for deposit insurance (Sudan, Turkey, Malaysia). The difference from
traditional deposit insurance is that insurance premiums received from Islamic banks are accounted for sepa-
rately from the traditional cash desk and are invested only in accordance with Sharia principles, in the event
of a bankruptcy of a financial institution for Islamic deposits, payment priorities exist for various accounts.
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(Kalieva, 2010) In 2007, the Islamic Deposit Insurance Group (IDIG) was established under the auspices of
the Research Committee of the International Association of Deposit Insurers.

During the global financial crisis of 2008, deposit insurance has become even more common in world
practice. According to the International Association of Insurers, in 2016, deposit insurance was carried out in
125 countries and another 34 countries were in the process of creating similar systems. For comparison: in
1974, deposit insurance was valid in 12 countries. The overwhelming majority of organizations that manage
deposit insurance systems are created by governments and are under their control, the second largest number
are organizations introduced by the government legislatively, but managed by private companies. At the
same time, the number of organizations managed by central banks is growing.

A special stage in the development of deposit insurance systems was the creation of integration associa-
tions in the world, within the framework of which many national practices began to be coordinated. First,
European national deposit insurance systems began to operate - in Norway since 1921, in Finland and
Czechoslovakia since 1924, and subsequently this process began to become widespread. Since the 70s, when
a common economic space began to take shape in Europe, one of the aspects of integration was the extension
of the practice of guaranteeing deposits of individual European countries - EU members and to other coun-
tries of the Community.

By 1990, national deposit insurance systems (DIS) had been established in all countries of the European
Union (EU). A study of deposit insurance systems in the EU countries shows that in some of them the Amer-
ican model with strong state regulation and the presence of a state deposit insurance fund is taken as a basis.
In other countries, such as Germany, Italy, Austria, Belgium, France, and others, several deposit insurance
systems operate simultaneously, both private and private, with state support.

In 1994, the European Parliament adopted the “EU Directives on Deposit Guarantee Systems”, which
prescribed the obligation for the presence of DIS in each country of the Union and the participation of all
banks in it. The EU directives determined the types of guaranteed deposits, the terms for the payment of re-
imbursements, a phased increase in deposit guarantee limits (in 1994 no more than 20 thousand euros, from
2009 no less than 50 thousand euros). Currently, in most EU countries the guaranteed contribution is 100
thousand euros. It was envisaged to extend the protection to deposits in branches of foreign banks if the par-
ent bank is registered in another EU country. At the same time, there were no strict restrictions on the choice
of a financing system and the use of funds from guarantee funds for depositors.

Currently, the EU countries, in order to bring their DIS closer together, which have significant differ-
ences in governing bodies, the procedure for forming guarantee funds, the borders and conditions of com-
pensation, etc. At this stage of integration, reinsurance and co-insurance mechanisms between the
EU member states are used to ensure the stability of national deposit guarantee systems and make the transi-
tion to a single European DIS. As a result of the creation of a unified deposit insurance system, centralization
of the funds of deposit guarantee funds will be centralized at the European level and a unified insurance cov-
er will be provided for depositors throughout the EU.

In the countries of the former Soviet Union, such a long history of the existence of deposit insurance
systems did not exist, and similar mechanisms to protect the stability of the banking market began to appear
relatively recently. Currently, nationwide deposit insurance systems have been created in the countries of the
Eurasian Economic Union (EAEU): in the Republic of Belarus in 1995, in the Republic of Kazakhstan in
2000, in the Russian Federation and the Republic of Armenia in 2003, in the Republic of Kyrgyzstan in 2008
year.

The EAEU member countries have created almost identical mandatory state deposit insurance systems
(the so-called American model), there are unified institutions that ensure the formation and use of bank de-
posit guarantee funds. At the same time, there are certain differences in the conditions of deposit insurance in
the member countries of this integration association. The identity of national deposit insurance systems in the
EAEU countries will greatly facilitate the integration of these systems in order to create a single banking
space and protect the interests of depositors of banks in these countries.

The deposit guarantee system created in the Republic of Kazakhstan ensures the protection of deposits
and their guaranteed return (including deposit remuneration) in the event of bank bankruptcy. The deposit
guarantee system in Kazakhstan is mandatory; it includes all second-tier banks licensed to accept deposits,
open and maintain bank accounts of individuals, including individual entrepreneurs. The central element of
the deposit guarantee system in the country is the Kazakhstan Deposit Guarantee Fund, the founder and sole
shareholder of which is the National Bank of the Republic of Kazakhstan. The formation of the funds of the
deposit guarantee fund is carried out at the expense of deductions of commercial banks, differentiated de-
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pending on the risk of their operations. If there is a lack of funds for the full payment of deposits, the state
often provides temporary financial support on the terms of the mandatory repayment of funds issued.

Discussion

The study of world experience in deposit insurance has revealed the features of its functioning in the
practice of various countries. Foreign best practices in organizing deposit insurance systems require critical
reflection and subsequent application in practice of the Republic of Kazakhstan.

The system of guaranteeing deposits operating in Kazakhstan complies with all the principles pro-
claimed by the International Association of Deposit Insurers. Nevertheless, we consider it appropriate to
make a number of changes to the conditions for organizing and conducting deposit insurance:

1. To recognize subjects of the deposit insurance system along with second-tier banks and non-bank fi-
nancial institutions, the list of operations of which includes attracting deposits of individuals. In world prac-
tice, two different approaches are used with respect to insurance of non-bank organizations: either they are
included in the national deposit insurance system, or separate funds or insurance organizations are created
for them. In order to ensure the stability of the deposit market in the Republic of Kazakhstan, it makes sense
to include non-banking organizations in a single deposit guarantee system.

2. Extend insurance liability to deposits of not only individuals and individual entrepreneurs, but, ac-
cording to the experience of other countries, guarantee deposits to legal entities, including institutional inves-
tors, whose funds are also modified deposits of the population (for example, in pension deposits and insur-
ance payments for accumulative types of insurance). The experience of the Russian Federation, where the
phased introduction of deposit insurance of legal entities is carried out, is indicative. At the first stage, insur-
ance liability was extended to small enterprises (with the exception of individual entrepreneurs whose depos-
its were already insured), and at subsequent stages, medium and large enterprises will be provided with in-
surance cover. The introduction of legal entities deposit insurance will help increase the confidence of this
category of customers in Kazakhstan banks and will lead to an increase in the deposit base.

3. To carry out a gradual increase in the size of the maximum security for guaranteed deposits. Current-
ly, in the post-Soviet space, Kazakhstan provides its citizens with one of the highest levels of insurance cov-
erage for deposits (about 40 thousand US dollars). As world experience shows, in most developed countries
insurance limits are set at a higher level, and there are also examples of countries where deposits are guaran-
teed in full (UAE, Austria, Greece, Belarus). Raising the limits of insurance coverage in Kazakhstan will
provide protection to large private capital, and subsequently to the capital of institutional investors.

4. Change the method of financing the deposit guarantee system. So, in accordance with the documents
of the International Association of Deposit Insurers (IASB), there are three possible methods of financing the
deposit insurance system: advance, ex-post and hybrid (combined). In the practice of the Republic of Ka-
zakhstan, a combined method for the formation of a deposit guarantee fund is defined by law, which com-
bines elements of advance financing and ex-post financing. This method provides for credit organizations to
pay advance insurance contributions (advance financing) and, in addition, it is expected to receive funds
from participants in deposit insurance after the fact - as special charges (additional and emergency) in the
event of an unfavorable situation in the banking market. As a result of this, all extraordinary risks are com-
pletely transferred from the insurer to other participants of the deposit insurance system (banks).

We consider it expedient to introduce into practice the advance method of forming a deposit guarantee
fund in Kazakhstan, which does not provide for the payment of additional and extraordinary contributions by
banks in case of insufficient funds for the target reserve to fulfill obligations to investors. This will reduce
the financial burden on participants in the deposit insurance system during periods unfavorable for them and
will not contribute to the onset of a systemic crisis. In the event that the funds of the formed trust reserves are
insufficient to fulfill the obligations on guaranteed deposits, we consider it possible to use the reinsurance
mechanism as is assumed in traditional insurance, as well as to attract state sources of financing.

Conclusion

As a result of a retrospective study of world experience in building deposit insurance systems, it can be
assumed that the following directions of development of the world deposit guarantee practice will be: ubiqui-
tous creation of deposit insurance systems in various countries of the world as the most important factor in
maintaining the financial stability of the state banking market; the functioning of cross-border insurance sys-
tems that ensure the free movement of capital across the territory of the member countries of the integration
association; the emergence of superstructure deposit protection systems within the framework of integration
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associations in order to coordinate national deposit insurance systems and unify the insurance coverage of
depositors in the territory of the participating countries.

The study of world experience in the organization of deposit insurance systems and the identified pro-
spects for its development made it possible to formulate certain conclusions and proposals in order to im-
prove the practice of deposit insurance in the Republic of Kazakhstan. So, according to the experience of
foreign countries, it is necessary to gradually extend the practice of deposit insurance to both bank and non-
bank credit organizations; extending insurance liability to operations to attract deposits of legal entities;
gradual increase in maximum security for guaranteed deposits; application of the advance method of forming
a deposit guarantee fund.

As a hypothesis of this study, the assumption was made that, world experience in building deposit in-
surance systems will allow to organize the most optimal deposit guarantee system in the Republic of Ka-
zakhstan. The formulated conclusions and suggestions confirm this hypothesis, since the most advanced ide-
as in organizing protection systems for deposits of citizens are introduced into the practice of the domestic
banking market. Moreover, examples of other national practices make it possible to use their experience to
optimize further the deposit guarantee system in the Republic of Kazakhstan.

The practical significance of the results of the study lies in the fact that the proposals developed can be
used by the state supervisory authority for regulation and development of the financial market of the Repub-
lic of Kazakhstan to amend domestic legislation governing the organization of the deposit insurance system
in order to further improve it.
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C.M. Bopo0beBa
CanbiMaapra Kenmisiik 0epy KyieciH yHbIMAACTBIPYABIH dJIeMIIK TIKipuodeci

Anoamna

Maxcamuoi: Jleno3uTTepAi CaKTaHABIPYABIH OJEMIIK TOXKIPHUOECIH 3epieney KoHE MEMO3UTTEPAl CAKTaHABIPY
JKYWECIHIH OpTYpPJIi MOJCNBIEPiHIH KYMBIC icTeyiH aHbIKTay Herizinme Kazakcran PecryOnmukaceiHIa NeTO3HTTEPI
CaKTaHJBIPY KYHECIH KETUIIIPYIiH MYMKIH )KOJIAPbIH aHBIKTAY.

O0ici: TaHBIMHBIH CHIIATTay >KOHE CAJBICTBIPY, MEPHOATAY, JKAINBUIAY JKOHE JIOTHKAJIBIK TaJAay 9MiCi CHSKTHI
HETI3ri o/1icTepl KOJIaHbUIFaH.

Kopuimuindei: OneMHIH apTYpIli eNAepiHae KoHe MHTETPalMsUIBIK OipiecTiKTep/e NeNo3uTTepre Kemiitik oepy
KyHeciH KypyFa pETpOCIIEKTHBTI IIOJNY >KacalfaH, aMEpUKaHJIbIK >KOHE KOHTHHEHTAIIBI MOJIENbAEpre CoHKec
JIETIO3UTTEP/ll CaKTaHABIPYAbl YHBIMIACTHIPYNAFbl albIpMalIBUIBIKTAp aHbIKTadFaH, KazakcraH PecmyOmmkaceinna
JIETIO3UTTEP/Ii CAKTaHBIPY NMPAKTUKACHIH OaH api )KETUIipy OOMBIHIIA YCHIHBICTAP JKacaJFaH.

Tyorcoippimoama: ABTOp JETIO3UTTEPre KEMUIAIK Oepy KylenepiH OipiKTipy KoHE MHTETpalusIbIK OipiecTikTep
asChIHIA JKOFaphl NIEHTeHIeri ACTO3WTTEpAi KOpray JKyHenepiHiH maiima OO0JIybl, TpaHCIIEKAPAIBIK CAKTaHIBIPY
JKYHETepiHiH JKYMBIC iCTeyi apKbUIbl JEMO3UTTEPAi CAKTaHIBIPYIBIH ONEMIIK THKIpUOECIH AaMBITYIbIH OoJalak
OarbITTapBIH aHBIKTAFaH. XaJlbIKapalbIK TOKIpHOere cylieHe oThIpbI, aBTop KasakcTan PecmyOiikacsiHaarbl JEMO3NT-
Tepre KemiImik OepymiH 3aHHAMaJbIK IIAPTTAPBIH OAHKTIK eMeC YHBIMIAPIBIH JIETO3UTTEPiH CaKTaHIBIPY KYHECiHiH
cyOBeKTIIepl AeN TaHy, 3aHAbl TYJIFalap/blH JCHO3UTTEpP] aJIBIHAAFEl CaKTaHJBIPY >KayalKepIIUIriH KEHEHTY KoHe
KENUIACHAIPIITeH calbIMAapAbIH MaKcHMalibl KayilCi3MiriH apTTBIPY TYPFBICBIHAH ©3repTy KaKETTLIIrl Typajbl
TYKBIPBIM JKacaraH. ABTOp eKiHIII JeHreineri 6aHKTep YIIiH AEMO3UTTepre Kemilik Oepy jKylHeciHe KaThICy IIapTTa-
PBIH XKaKcapTy MaKcaTbIH/a JETO3UTTEPre KeMUIIIK Oepy KOPBIH Kypy ToXKipHOeCiHe ©3repicTi YChIHFaH.

Kinm ce30ep: neno3uTTepii CaKTaHABIPY JKYWECIHIH 9NIEMJIIK MOAETBACPI, NCTO3UTTEPl CaKTaHIBIPY KYHECIH
Oipi3meHnipy, MIHAETTI Keminmik Oepy Xyieci, Ieno3uTTepre Kemilmik Oepy KOpbl, KapKbUIaHABIPY oicTepi,
JIETIO3UTTEPIi CAKTAHABIPY O0BEKTIIEpi MEH CYOBEKTUIEPi, CAKTAHIBIPYIBIH €H XKOFApFbI JECHTEHI.

C.M. BopoobeBa
MupoBoii ONBIT OPraHU3aANUH CUCTEM FAPAHTHPOBAHUS BKJIAI0B

Annomayusn

Lens: OnpenenutTh BO3MOXKHBIC ITYTH COBEPIICHCTBOBAHUS CHCTEMBI CTPaXOBaHUs JACMO3UTOB B PecyOnmuke Ka-
3aXCTaH Ha OCHOBE M3yUYCHHS MUPOBOW MPAKTUKH JACTIO3UTHOTO CTPAXOBAHUS U BBISIBICHUS 0COOCHHOCTEN ()yHKIIMOHH-
POBaHUS Pa3IMYHBIX MOJICIICH CHCTEM CTPaXOBaHHS BKIIAIOB.

Memoowi: VIcionbp30BaMCh TaKME OCHOBHBIC METOJIBI TTO3HAHMS, KaK METO]I OITUCAHMS U CpAaBHEHUS, IEPUOIN3a-
LMK, 000OIIEHHS U JJOTHYECKOTO aHAIN3a.

Pezynomamopi: OCyIECTBICH PETPOCTIEKTUBHBIN 0030p CTAHOBICHHS CHCTEM CTPAaXOBAHUS JIETIO3UTOB B Pa3iIvd-
HBIX CTpaHax MHpa U MHTETPANMOHHBIX 00BhEIUHEHUAX, BBISIBICHBI PA3INUWsl B OpraHU3aIlUU JICTIO3UTHOTO CTPaxoBa-
HUS 110 aMEPUKAHCKON M KOHTHHEHTAILHOW MOJIEINISIM, BRIPAOOTaHBI MPEIIOKEHHUS 110 JATBHEHIIIEMY COBEPIIEHCTBOBA-
HUIO IPAKTUKHU CTPaxOBaHUs Neno3uToB B PecyOnmuke Kazaxcran.

Bv1600bi: ABTOp OompenelseT NadbHEHIINE HAIPABICHUS PAa3BUTHS MUPOBOH TPAKTUKU CTPAXOBAHUS BKIIAJIOB ITy-
TEeM YHU(DHUKAIMH CUCTEM FapaHTHPOBAHUS JICMIO3UTOB U MOSBJICHUS HAJICTPOCYHBIX CHCTEM 3aIUTHI BKJIAIOB B paMKax
HWHTETPAIUOHHBIX OOBCAMHCHUH, (DYHKIIMOHUPOBAHUS TPAHCTPAHHYHBIX CHUCTEM CTpaxoBaHUsA. C y4eToM MHPOBOTO
OTBITa aBTOPOM C(HOPMYIIHPOBAH BHIBOJ O HEOOXOJMMOCTH M3MCHCHUS 3aKOHOJATEIBHBIX YCIOBHH rapaHTHPOBAHUS
nerno3uToB B PecyOnmuke KazaxcTan B 4acTu MpHU3HAHUS CYOBEKTAMH CUCTEMBI CTPAXOBAHHS BKJIAJIOB HEOAHKOBCKUX
OpraHu3aIui, pacpoOCTPAaHEHUS CTPAXOBOW OTBETCTBEHHOCTH Ha BKJIAJBI IOPUIMUECKHUX JIHII, IOBBIMIEHUS MaKCUMalTh-
HOTO oOecIiedeHHs 10 TapaHTHPOBAHHBIM BKJIaJaM. ABTOp TpejiaracT U3MEHeHHe MPakTUKK (GopmupoBanus (GoHma
rapaHTUPOBAHUS JETIO3UTOB B IIENISAX YIyUIICHNS YCIOBHHA YJacTHs B CUCTEME FapaHTUPOBAHUS JIETIO3UTOB JIJIsl OAHKOB
BTOPOTO YPOBHSI.
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Knrwuesvie cnosa: MHUPOBBIC MOJCIN CUCTEM CTPAXOBAaHUA JACTIO3UTOB, yHI/I(I)I/IKaIII/Iﬂ CHUCTEM CTpaxOBaHUSA BKJIa-
J0B, o0s3aTenpHas CUCTEMA rapaHTUpOBaHHs BKJIAJ0B, (bOH[[ rapaHTUpOBaHHWs BKJIAJ0B, MCTO/bI (bHHaHCPIpOBaHI/ISI,
0OBCKTHI K Cy6’BeKTBI JCTO3UTHOTO CTPaXOBaHUA, MAKCUMAJIBHOE CTPaxXOBOEC obOecricucHueE.
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Virtual business’ opportunities and advantages for economy

Abstract

Objects: The principal goal of this article is to gather data about virtual business’ potential and distinguish its ben-
efits for daily lives of people.

Methods: SWOT-analysis that will correspond on identifying four main aspects of this phenomenon: its strengths,
weaknesses, opportunities and threats in the long-term.

Results: Virtual business seems to have many advantages compared to a regular one, as it is relatively cheaper to
start, provides high efficiency and satisfaction of the workers. Nevertheless, it is clear that there are its own weaknesses
such as lack of full trust between workers, scheduling conflicts and tough communication. There are many opportunities
in this modern direction as getting work from a far-distanced locations and thus getting a wider choice of specialists in
the company, also dealing with the unemployment issue in some countries. The main threats are loss of reputation, se-
curity and connection issues.

Conclusions: Proposing a set of elements for the development of a business model for virtual enterprises is the
trend of the world. We were able to identify some elements needed to define the business model of a virtual enterprise.
Which can stimulate economic growth of developing countries.

Keywords: entrepreneurs, virtual business, digital technologies, economy, benefits.

Introduction

It is clear that in the age of modern technologies and scientific development, achievements are rapidly
involved into every sphere of our lives, and economics is not an exception. Virtual business is receiving lots
of admire nowadays, and it can be noticed that it is transforming business and economics irreversibly. The
main aim of this article is to determine whether virtual business is beneficial or cruel for society.

One of the first internet-shops was Amazon.com,; it was founded in the year of 1995 (Amazon opens for
business, 2015). Amazon.com was a virtual commerce pioneer. As an internet bookstore, it conveyed and
brokered bookstore administrations without a physical retail store nearness; proficiently interfacing buyers
and venders without the overhead of a brick-and-mortar area. As Web 2.0 administrations have risen in noto-
riety, numerous businesses have started to utilize these communicative and collaborative innovations to
reach their clients. With increased security, PCI DSS compliance controls and more rigid observing capaci-
ties, credit card exchanges through the Web are indeed more secure than other choices such as phone or fax.
Alongside interfacing clients with physical items, virtual businesses are beginning to supply imperative ad-
ministrations as well. As of late, the online conveyance of proficient administrations such as organization,
plan, and showcasing administrations have risen in notoriety. Such companies have refined their offerings to
incorporate administrations such as a Virtual Right hand, in which the individual giving the benefit works
out of his/her possess office and gives administrations through the Web or other innovation (McFadden,
2019).

Literature Review

A virtual business goes through all or most of its business done via the internet and with no physical
premises to interact with customers face-to-face. A fully virtual company may outsource almost all of its
business functions including product development, marketing, sales, shipping, etc. Nevertheless, most virtual
businesses maintain some activities in-house. This type of business may still require a physical presence in
the form of headquarters, warehouses, shipping and delivery hubs, and other functions.

Virtual retailing is widely spread form of virtual business. It started from early 1980s (before the wide-
spread adoption of the internet and world-wide-web) as companies such as AOL and CompuServe began
offering subscription-based, dial-up services such as email, chat, electronic bulletin boards, and forums, all
delivered through primitive text-based interfaces on various computer platforms. Available services eventu-
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ally expanded to include newswire, stock quotes, and online shopping (The Advantages and Disadvantages
of Virtual Organization Design, 2018).

The emergence of the Internet opened up a tremendous online commercial center for virtual commerce.
The advancement of security conventions such as SSL in 1994 empowered touchy information such as credit
card data to be securely transmitted over the World Wide Web (WWW) and e-commerce detonated as a re-
sult. Shockingly, the move to web retailing was a case of as well much as well quick and amid the dot-com
crash of 2000 — 2002, few web retailers survived. Those that did such as Amazon, eBay, Priceline, etc. got to
be e-commerce mammoths and nowadays are flourishing.

Amazon is the foremost popular virtual retailer and the biggest within the world, with over 150,000
workers and over US$90 billion in yearly income. Established by Jeff Bezos in 1994, it started as a virtual
bookstore and with the approach of advanced books (ebooks) and e-readers has turned the distributing indus-
try on its head. Conventional “bricks and mortar” booksellers such as Borders (who at its top had over 600
retail stores) were incapable to compete with Amazon’s colossal determination, more costs, and free ship-
ping. Borders recorded for liquidation in 2011. In expansion to ebook deals, Amazon markets its possess line
of Encourage ebook readers. On normal, 12 unused books are included to Amazon’s catalog each hour of the
day. Amazon rapidly extended their online offerings to incorporate deals of CDs/DVDs, video recreations,
hardware, and a tremendous assortment of dry merchandise in nearly each retail category counting attire,
domestic, and plant, car, equipment, etc. In 2002 Amazon started offering cloud computing administrations
and is presently the world’s biggest cloud computing supplier.

Non-retail businesses are moreover grasping the virtual trade show. One case is the IT division. These
days it is common for program improvement firms to have workers in different distinctive geographic re-
gions working collaboratively on differing ventures. This permits for the conveyance of labor to lower-cost
wards as well as progression of client bolster over distinctive time zones. Mail and online meet-
ing/conferencing encourage communication and decrease or dispose of the require for face-to-face interac-
tion.

Numerous businesses virtualize portion of their operations by, for illustration, permitting representa-
tives to work from domestic or outsourcing trade capacities such as human assets. Call/contact centers are
another perfect candidate for virtualization and numerous organizations such as IBM and JetBlue permit
their call center workers to work from domestic.

A Virtual Trade could be a company working with a really restricted physical nearness. Regularly these
non-conventional organizations are built from scratch, depending much on the utilize of data and communi-
cation innovation, in specific Web innovation (E-Business). But they can too be shaped from an existing
conventional firm through Outsourcing most or all of its capacities, such as planning, fabricating, showcas-
ing, offering its products and administrations. Outsourcing happens when company employments an exterior
firm to supply a vital trade work that might something else be done in-house. In its most progressed frame,
outsourcing makes it conceivable to construct a completely virtual company with as it was one single repre-
sentative: the businessman (Rebecca, 2020).

One of the primary issues facing startups and home businesses is having a separate physical address for
their companies. Some choose to use PO Boxes, but that can create a lack of flexibility, privacy, and credi-
bility to your business. So, what is another option for a startup looking to make a big impact?

A virtual business address is an ideal solution that will provide the best value with the benefits of hav-
ing a commercial business address while working from home. It is a real physical street address that can be
used for almost all purposes.

Numerous virtual business visionaries are being fruitful right now. I have assembled a rundown of
eight online business visionaries that I for one follow and have worked with - people that all businessmen
can take in something from, particularly those keen on beginning or growing an online business.

Jeff Taylor: As CEO of DEVISE, Jeff Taylor has broad experience building beneficial online organiza-
tions. What started as a website architecture and promoting firm in the long run changed into a substance that
makes, markets, adapts and afterward in the end sells sites. Taylor and his accomplice Evan Lisabeth can
develop online organizations at a fantastic rate.

Taylor focuses on the significance of making a move promptly, expressing, "I've had a large number of
thoughts, however except if you put activity behind them, nothing will happen to the thought. There's no mo-
tivation to trust that the ideal time will begin a venture. Begin chipping away at it today."

Tim Seidler: Tim Seidler is a spouse and father of two kids that utilized online enterprise to totally turn
his life around. He was once in a spot that numerous people get themselves - utilities killed and charges he
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was unable to pay. He accomplished something that many do not have the mental fortitude to do - Seidler
quit his place of employment and put 100 percent of his time and exertion into making an online salary, as of
late selling an arrangement of sites for six figures!

Through his site, Get Niche Quick, Seidler writes about the highs and lows of his enterprising excur-
sion. His straightforward methodology is useful, as businessmen will see that there are acceptable days and
terrible days in any business. Seidler shares his present and future tasks and furthermore straightforwardly
talks about his salary - sharing the two his best month-to-month profit just as day-by-day income. There cer-
tainly is not an absence of motivation and I energetically prescribe following Seidler's online business ven-
ture.

Dom Wells: Associate promoting is a colossal business, however in all actuality numerous business vi-
sionaries quit in light of the fact that they get debilitated when they don't see moment results. It requires
some investment and a very much idea out technique to make sizeable income through subsidiary advertis-
ing. Dom Wells, an exceptionally fruitful online advertiser, offers direction to business visionaries that need
to figure out how to bring in cash on the web.

His site, Human Proof Designs, offers preparing through its blog to the individuals who need to figure
out how to begin a specialty site the right way - everything from specialty research to adaptation is secured.
Wells does not simply talk the discussion. He strolls the walk, continually making new specialty locales to
add to his portfolio and transforming his encounters into contextual analyses for his perusers (Gaille, 2017).

Steve Rendell: Steve Rendell is the man behind Texfly, an online asset for businessmen who are keen
on making beneficial specialty sites and positioning them high in query items utilizing the intensity of pri-
vate blog systems. Rendell's site stands apart in light of the fact that he is not hesitant to discuss what truly
works.

A few SEO experts will move around the subject of private blog systems, rather trying to say that quali-
ty substance ought to be the principle center. Overall, private blog systems rank sites and a large number of
the world class SEOs utilize similar strategies - they simply don't transparently examine it. The blog and pri-
vate blog arrange outline that Rendell makes open on Texfly are certainly justified regardless of the read and
something anybody with an online nearness will profit by incredibly.

Stuart Walker: A businessperson that works in online specialty promoting, Stuart Walker shares his un-
derstanding and information on his site, Niche Hacks. Walker is an under-30 business visionary that ventures
to the far corners of the planet and brings in cash from a wide assortment of online resources. He is experi-
encing the fantasy many try to reach through online organizations.

Since such a significant number of individuals flame out and surrender before arriving at their latent ca-
pacity, Walker chose to begin a blog that centers around specialty look into and the alternate routes he by
and by utilizations to make a sizeable full-time pay while living area free. His best data is free and something
that every online businessperson can discover an incentive in - and his blog entries about developing traffic
and advancing substance is something that each entrepreneur will gain from.

Tung Tran: To be fruitful online you must have a solid comprehension of how to rank naturally in the
list items. This is gainful to business visionaries that need to begin their own online-based organizations just
as those that need to rank their physical business sites. Tung Tran is an online businessperson that reports his
prosperity and procedure on Cloud Living.

Tran talks about how to begin an online business and how to drive traffic utilizing a few methodologies.
I hear such huge numbers of individuals talk about how they could not imagine anything better than to pro-
cure a living through an online business yet, they are not sure where to begin. Its business visionaries like
Tran that give the motivation and handholding that helps various individuals become fruitful online entre-
preneurs.

Alistair Gill: With an online nearness being such a critical piece of each business' displaying and special
procedure you can never learn enough about substance the board frameworks, site improvement and web
examination and measurements. I follow Alistair Gill to remain current with SEO patterns and in light of the
fact that I make the most of his top to bottom logical posts on his own blog.

Gill's blog entries are pressed of helpful data and he gets a kick out of the chance to assemble bits of
substance that highlight a while of information and research. I truly like perusing contextual analyses and
aides with information - these are the kinds of blog entries that you can peruse and take the discoveries and
apply them to your own business.

Melanie Duncan: Melanie Duncan is a genuine motivation to businessmen the world over. She refers to
the accompanying as an issue huge numbers of us have: "In the event that you don't figure out how to ade-
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quately take a shot at your business, rather than 'in' your business, you will always be unable to deliberately
develop and you'll forfeit the personal satisfaction you merit." (Bernazzani, 2020).

An examination done by FlexJobs and Worldwide Work environment Analytics found that there has
been a noteworthy upward design within the degree of individuals working remotely within the US Within
the run of one year, from 2016 to 2017, inaccessible work got to be 7.9% (DeRosa et al., n.d.). All through
the foremost later five a long time, it got to be 44% and over the past 10 a long time it got to be 91%.

Between 2005 to 2017, there was a 159% expansion in remote work. In 2015, 3.9 million U.S. laborers
were working remotely. Today that number is at 4.7 million, or 3.4% of the populace (Top Virtual Assistant
Services Companies, n.d.).

In an article by Pragli, a virtual office item for remote groups, remote work was seen as progressively
regular in urban communities with high salary levels. Why? "Remote work positions will in general be in-
formation work that pays more significant compensations, for example, programming building and
bookkeeping."

Pragli additionally found that areas with little remote populaces for the most part have businesses "with
physical work requirements, for example, farming and assembling." Many industrial employments like this is
impossible from a home office.

80% of U.S. laborers state they would turn down an occupation that didn't offer adaptable working, and
it's so critical to them that in excess of a third state they would organize such courses of action over having
an increasingly lofty job. In another study, more than three-fourths of respondents refered to adaptable cal-
endars and remote work as the best nonmonetary approaches to hold representatives.

Among execution based remote work insights, 85% of organizations affirm that profitability has ex-
panded in their organization because of more prominent adaptability. In addition, 90% of representatives
state considering progressively adaptable work courses of action and calendars would expand worker re-
solve, while 77% state permitting workers to work remotely may prompt lower working expenses.

Amerisleep's investigation of 1,001 telecommuters found that they are 57% almost certain than the
normal American to be happy with their activity. In addition, about 80% of respondents portrayed their run
of the mill anxiety during the weeks’ worth of work as either "not focused" or just "modestly pushed."

FlexJobs' yearly overview found that 65% of respondents are gainful in their home office than at a cus-
tomary work environment. Less interruptions and interferences, less worry from no drive, insignificant
workplace issues, and a customized, calm condition are generally supporters of an increasingly gainful tele-
commuter.

In another overview, 47% said they firmly concur that adaptable work courses of action "would or do
permit me to be progressively gainful" and 31% said they to some degree concur (Savitz, 2012).

Telecommuters will in general take less days off, likely because of less introduction to germs in a run of
the mill office. As indicated by Indeed's Remote Work Survey, half of remote representatives said working
from decreased their days off and 56% said it diminished their unlucky deficiencies.

In FlexJobs' Work-Life-Relationship overview, 86% of respondents figure an adaptable employment
would lessen their pressure, and 89% said they figure they would have the option to care more for them-
selves.

As per a report done cooperatively with FlexJobs and Global Workplace Analytics, the normal yearly
salary for most remote workers is $4,000 higher than that of nontelecommuters. Along with that the capacity
to set aside more cash—FlexJobs gauges $4,000 every year—and telecommuters dominate the competition.

In the State of Remote Work 2019 study that pattern proceeded: "The pay breakdown of telecommuters
overviewed was 74% gaining under $100k every year, and 26% winning more than $100k every year. In ex-
amination, the on location, laborer's pay breakdown was 92% winning under $100,000 every year, 8% win
over $100k every year." (Andersen, 2018).

Adaptable work, particularly telecommuting, decreases traffic blockage, air contamination, and street
mileage with either a diminished or wiped out drive into an office.

As indicated by the "2017 State of Telecommuting in the U.S. Worker Workforce" report: "Existing
remote workers decrease ozone harming substance discharges by what could be compared to taking more
than 600,000 autos off the street for a year. In the event that the work-at-home workforce extended to incor-
porate the individuals who could and needed to work from home portion of the time, the GHG reserve funds
would like to take 10 million autos off the street."”

Telecommuters have life span. As per the Remote Work Report, "42% of individuals who are 100%
remote said they have been working remotely for over 5 years. 28% said they have been working remotely
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for 3 to 5 years. 19% said they have been working remotely for 1 to 2 years. What's more, 11% said they had
been working remotely for not exactly a year."

In ongoing report from Zillow, the greater part of home purchasers who work remotely state remote
work affected a significant home change, regardless of whether that is moving to an alternate house (28%) or
to an alternate area (24%) (Gaille, 2017).

Furthermore, 30% of home purchasers showed that a drive somewhere in the range of 15 and 29
minutes was their maximum. What's more, just 12% of home purchasers said they were happy to drive an
hour or more.

Besides, 62% of Gen Z and millennial home purchasers work remotely in any event one day out of eve-
ry week. Remote work gives the workforce's two most youthful ages, who are frequently troubled with un-
derstudy obligation, more alternatives with where they live, lessening the need to live approach enormous
metropolitan downtown areas so as to expand profession potential.

At last, in an examination directed by Condeco Software, 41% of worldwide organizations studied state
they effectively offer some level of remote working, while 60% give strategic scheduling openings that per-
mit representatives to pick when to begin and end their workday. Upwork's "Future Workforce Report" pre-
dicts that 73% of all groups will have telecommuters by 2028.

It really is ideal, as well, since 75% of current telecommuters state that they intend to work remotely for
the remainder of their vacation (DeRosa et al., n.d.).

Remote works measurements show benefits no matter how you look at it, running from natural to exe-
cution-situated benchmarks. In case you are keen on becoming familiar with remote work, we have you se-
cured! Look at our blog to find out about the most recent in remote work, profession advancement, thus con-
siderably more.

David Karney, who has been working at Virtual Business Partners full-time shares his opinion about his
job and says that there are many advantages such as chill environment, friendly people, no dress code and
accessibility of the location, also good HMO cover and several interest groups. However, he also states that
the salary is not that competitive compared to other back offices, considering that out workload can be a bit
much. There are too many extra-curricular company/squad activities and it can be quite distracting and puts
unnecessary stress (Current Employee - Financial Planning Assistant, & Current Employee - Financial Plan-
ning Assistant, 2018).

Also, one of the current employees decided to share his opinion. “The activity is intricate with next to
no help yet in the event that you catch on quickly and are open to inquiring about/showing yourself, you can
do well here. HR is wonderful and I feel like they really pay special mind to their representatives and attempt
to accomplish a reasonable work/life balance. Strategic scheduling, yearly raises, visit exercises/occasions
(occasion party, family day, and so on), and astounding protection are the advantages of this activity. Then
again, you are continually tossed new data and activities so you should act naturally spurred and sorted out.
It can get upsetting. Progression is conceivable however you should have some karma and know the correct
individual at the perfect time. The board tracks everything (efficiency, quality, and so forth) so they will
know whether you are carrying out your responsibility and in the event that you are progressing admirably.
So as to progress however, you must be near the perfect individual at a time they are hoping to advance.
Turnover rate is high so despite the fact that there are coaches, you are all alone once you are never again
new. Upper administration will in general spotlight on numbers and profitability and could think less about
quality until the customer brings it up. Correspondence is poor. Heaps of compulsory additional time and
they couldn't care less on the off chance that you have children or different commitments. Compel will in
general stream down from upper administration so it is upsetting and tense. Mostly, the activity not well, the
compensation is alright yet not extraordinary, and the structure is truly self-destructing. Nevertheless, strate-
gic scheduling is decent, benefits are extraordinary, and there are acceptable collaborators there supporting
each other to get past the day. It's a great job to get your foot in the entryway, get your experience, and get
out (Columbia, n.d.).”

Methods

To analyze this phenomenon, it was decided to use a SWOT-analysis method. This method was chosen
due to various reasons. First idea to mention is that it will give a full see an overall picture of the virtual
business, deduce why it is becoming trendy and obtain applicable data for further planning. This method also
demonstrably illustrates the strengths of this type of business. Seeing them benefits in distinguishing possi-
bilities and potential. in addition, while being provided with the weaknesses, there is a high chance and an
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opportunity to try inversing them in order to take advantage and maximize the strength. It means that weak
parts of the project might become insignificant if opportunities are incorporated.

Results

In the result of the research work, the SWOT-analysis has been done.

S: The main strength of the virtual business is that it has lower overhead costs. It is no secret that mon-
ey issue is known to be common these days, therefore people are widely searching for an alternative to a
regular business, so they decide to conduct it online. Aetna Corporation was able to afford 2.7 million square
feet of office space and save $78 million due to a deviation toward virtual organizations and remote work.
American Express also enjoyed lower overhead costs to the tune of nearly $15 million due to a focus on hir-
ing remote laborers (The Advantages and Disadvantages of Virtual Organization Design, 2018).

It is crucial to remember that employees are much more satisfied with their work. Operatives are more
delighted when they are able to work from home. According to the results of the CoSo Cloud survey, 82% of
remote workers have lower pressure levels. The research also proved that a shift toward remote work led to
less absences and a higher morale (Briana, 2011). Not surprisingly, efficiency of their work highly increases
due to their positive attitude towards work they do. Less than a third of the workers studied claim that they
were able to gain achievements much faster.

W: There is an absence of mutual trust. Telecommuters occasionally talk up close and personal. Indeed,
even organizations that utilize video visit arrangements frequently find that it is not sufficient to completely
recreate fellowship that you construct when you cooperate in an office domain (Savitz, 2012). There is less
open door for offhand discussions. You learn less about the individuals that you work with. Organizations
with remote groups need to find a way to unite their groups and encourage that harmony. A Requirement for
Expanded Spotlight on Correspondence. Since your groups will not have the option to pass data between
themselves like they would in an office domain, you have to give them the apparatuses and strategies that
guarantee that they effectively convey. Regardless of whether that implies setting up a leeway channel,
jumping on every day calls, or basically reassuring them to email each other new data regularly — corre-
spondence assumes a key job in the achievement of virtual associations.

O: Virtual business can be provided in developing countries, due to its relatively low costs. Residents
who have an access to the worldwide web will be able to spread their ideas and share with the whole world.

Many services nowadays are almost impossible to reach due to high density of people, population expe-
riences difficulties with such simple tasks, and virtual service is the key solution to this issue. There is an
opportunity to technologize this kind of matter (Bernazzani, 2020).

Employers of the virtual businesses can afford themselves hire anyone from the world, opening bounda-
ries and allowing to get more talented people from anywhere, receiving a variety of people and get better and
more proficient people without limiting due to a certain geographical location. Therefore, it is also signifi-
cant in organization’s development and availability around the globe, so that this company will receive more
customers than it would be possible if they were adhered somewhere (17 Stats About Remote Work in 2019,
2019).

T: There might roll up reputational dangers. An ineffectively run virtual group can prompt thumps to
your notoriety. Some potential clients might be careful about working with an organization that has a virtual
office with remote representatives and may not pay attention to your startup idea. Along with that, there are
security and consistence Issues. Working remotely implies passing a ton of information to and from. In cer-
tain enterprises (wellbeing, money related, and so on.) it might be unreasonably dangerous for new business-
es to decide on a virtual hierarchical structure.

Discussions

We see a huge disadvantage in the lack of trust between employees and employer due to few face-to-
face interactions. It is more preferred to have weekly or daily discussions online on such networks such as
WhatsApp or Skype that allows having a video call between several people. This will not take a lot of time;
however, it will contribute in improving relationships of people of one company, as they will get to know
each other better and be able to operate a symbiosis. There is a high rise in educational services online and it
will be very useful for people who cannot find time to go to a different place for studying so they prefer to
stay home and still gain knowledge. Numerous shops are now working online and supplying goods in a cou-
ple of countries in a row. Virtual shopping is very popular nowadays without no reason. It is a fact that there
are people who are searching for work very intensively and they find it almost impossible to get a job where
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they live. It is expected that they are able to find a job online, whereas employers will be able to choose be-
tween bigger number of people and choose the one they find right for them.

Conclusions

To sum up, many of daily activities of humankind are taken over by technologies. By improving the
structure of business of today, virtual business is worth the fame it is receiving these days. In accordance
with the SWOT-analysis results, it can be concluded that this type of business is just at the beginning of its
development. There is a wide range of opportunities for entrepreneurs and people who are searching for a
good job. Along with them, regular people are able to receive service just by ordering it online, which un-
doubtedly makes their lives easier. An innovative approach towards these kinds of jobs will contribute in
technological development of humankind in the nearest future and opening of new vacancies for the new
professions of the future. In CIS countries, these changes in virtual business happens slowly than in America
and our article shows the technological advantage of USA.
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A.T. Kamnceiito, I'.A. PaiixanoBa, A.A. Komepoaesa, I'.P. Tonmaxosa

IKOHOMMKA YIIiH BUPTYAJIAbl OM3HECTIH MYMKIHAIKTEPi MeH apTHIKIIBLLIBIKTAPBI

Anoamna

Maxcamor: Bupryannapl OM3HEC IMOTEHIMAIBI Typalbl AEPEKTEpAl KHUHAY SKOHE aJaMIapAblH KYHAETIKTI eMipi
YILiH OHBIH apTHIKIIBUILIKTAPBIH KapacTHIPy.

90ici: SWOT-ranzaay, o1 ocbl KYOBUIBICTEIH TOPT HET'i3ri acleKTUIepiH aHBIKTayFa CoHKec KeJeli: OHBIH KYILITi
JKOHE QJICI3 XKaKTaphl, Y3aK Mep3iMJIi MEPCIIeKTHRBa a MYMKIHIIKTEPl MEH KayiI-KaTepJepi.

Kopvimuvinowvr: Buptyaiasl Ou3Hec, I1aMachl, 9JIETTETi CATBICTHIPFaHa KONTeTeH apThIKIIBUIBIKTAPH! 0ap, OUTKeH1
OJI iCKe KOCY CaJbICTBIpMalIBl TYPAE ap3aH, KbI3METKEPJIEPIIiH >KOFaphl THIMIUTIIT MEH KaHaFaTTaHYbIH KaMTamachl3
eremi. JlereHMeH, KbI3BMETKEpJIEp apachlHAA TOJBIK CEHIMCI3IiK, KOclapiiay KaKTBIFBICTAphl JKOHE KATThI
KOMMYHHKAITUS CUSKTBI ©3iHIH 9JICi3 JKaKTaphl Ja 0ap ekeHi aHblK. Ochl 3aMaHayH OarbITTa KONTEreH MYMKIHIIKTED
Oap: mmanraii SKepJepIeH O>KYMBIC Taybll, COJ apKbUIBl KeHOip enmepleri >KYMBICCHI3ABIKIICH aifHaJIbICaThIH
KOMITaHMSIaH MaMaHAapAbl KenTen TaHmayra Ooixanel. Herisri kayintep — Oepmennii JKOFanTy, KayilCi3miK >KoHE
OaliTaHBIC MOCeTeIepi.
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Tyorcoippimoama.; BupTyanapl KocioOpeIHAAp YIIH OW3HEC-MOJENBbAI 93ipiey VINIH 3JIEMEHTTEp KHUBIHTHIFBIH
yCchiHy — Oyi1 amemaik ypaic. Bi3 BHpTyanasl KociMmOpBIHHBIH OW3HEC-MOJENIH aHBIKTAy YIIH KakeTTi KeiOip
AJIEMEHTTEP I aHBIKTAIBIK. OJlap aMyIbl enaepAiH SKOHOMHUKAJIBIK OCYiH bIHTATaHABIPYbl MYMKIiH.

Kinm co30ep: xocinkepnep, BUpTyanabl OM3HEC, CAaHIBIK TEXHOJIOTHSIIAP, YKOHOMHKA.

A.T. KanceiiTo, I'.A. PaiixanoBa, A.A. Komepo6aesa, I'.P. Tonmaxosa

Bo3MoxHOCTH M npeumMymecTea BUPTYaJdbHOI'0 OM3Heca 1)1 IKOHOMHUKH

Annomayusn

I]env: OcHOBHAS 1IEJIb TAHHOM CTaThU — COOpATh JaHHBIC O MOTCHIMANIC BUPTYaIbHOTO OM3HECA U BBIICITUTH €TO
MPEUMYIIECTBA IS IOBCCIHEBHOM JKU3HU JIFOJICH.

Memoowvi: SWOT-ananm3, KOTOPBI OyAeT COOTBETCTBOBATDH BBISBIICHHIO YE€THIPEX OCHOBHBIX aCIIEKTOB 3TOTO SIB-
JICHHUSA: €T0 CHIBHBIX U CIa0BIX CTOPOH, BO3MOXKHOCTEH M yTpo3 B HOJITOCPOYHON NEPCICKTHBE.

Peszynomamer: BupTyaiapHbIH OM3HEC, TO-BHAUMOMY, IMEET MHOTO MPEUMYIIECTB 10 CPAaBHEHHIO C OOBIYHBIM, TaK
KaK OH OTHOCHTEJIbHO JICIIEBJIC B 3ayCKe, 00eCIeYnBacT BHICOKYIO 3(()EKTHBHOCTh M YIOBIETBOPEHHOCTh PAOOTHH-
KoB. TeMm He MeHee, 0YEeBHIHO, YTO €CTh M CBOM CJIA0bIe CTOPOHBI, TAKHE KaK OTCYTCTBHUE ITOJIHOTO TOBEPHUS MEXKIY pa-
O00THUKAMH, KOH(IUKTHI ITIAHUPOBAHUS U ’KECTKas KOMMYHHUKAIs. ECTh MHOTO BO3MOKHOCTEH B 3TOM COBPEMEHHOM
HATIPABJICHUH, KaK MOTYyYUTh paOOTy U3 OTAAICHHBIX MECT H TEM CaMBIM MOIYYUTH OoJice MUPOKUI BBIOOP CHCIIHATH-
CTOB B KOMIIaHWU, TAKXKe 3aHUMAIOIICHCs mpolieMoii 0e3paboTHIBI B HEKOTOPHIX cTpaHaX. OCHOBHEIC YTPO3bl — 3TO
MOTEPSI PEIYTAIUH, TPOOIEMBI ¢ OE30MACHOCTHIO U TTOAKITIOYCHUCM.

Buigoowr: Habop 3meMeHTOB A pa3pabOTKH OM3HEC-MOACTH IS BUPTYaIbHBIX MPEINPUATHI — 3TO MHPOBas
TeHaeHIMA. HaM ynanock BRISSBUTH HEKOTOPBIC AJIEMEHTHI, HCOOXOIUMBIC IS OTIPE/ICICHUS OM3HEC-MOJICITH BUPTYalb-
HOTO MPEINPUATHS. UTO MOXKET CTUMYITUPOBATH IKOHOMHYCCKHIA POCT Pa3BUBAIOIIUXCS CTPAH.

Kniouesvie cnosa: npennpuHIMaTeNd, BUPTYAIbHBIA OM3HEC, TU(POBBIC TEXHOJIOTHH, IKOHOMHUKA.

References

Andersen, E. As Companies Become More Virtual, Four Ways To Make Remote Work More Effective.-
(https://www.forbes.com/sites/erikaandersen/2018/07/16/as-companies-become-more-virtual-4-ways-to-make-it-
work/#761291cd5c8d).

Amazon opens for business. — (https://www.history.com/this-day-in-history/amazon-opens-for-business).

Bernazzani, S. 45 Key Remote Work & Telecommuting Statistics for 2020. — (https://www.owllabs.com/blog/remote-
work-statistics ).

Briana. Benefits of a Virtual Business. — (https://www.entrepreneur.com/ article/244808).

Columbia. Virtual Business Office. — (https://www.indeed.com/cmp/Virtual-Business-Office/reviews).

Current Employee - Financial Planning Assistant, & Current Employee - Financial Planning Assistant. Virtual Business
Partners Reviews . (https://www.glassdoor.com/Reviews/Virtual-Business-Partners-Reviews-E1265699.htm).

DeRosa, D., Darleen, Darleen, DeRosa, D., & OnPoint Consulting. 6 Virtual Team Statistics You Should Know. —
(https://www.business2community.com/human-resources/6-virtual-team-statistics-you-should-know-02256948).

Gaille, B. 15 Important Virtual Workplace Statistics and Trends. — (https://brandongaille.com/13-important-virtual-
workplace-statistics-and-trends).

McFadden, C. A Very Brief History of Amazon: the Everything Store. — (https://interestingengineering.com/a-very-
brief-history-of-amazon-the-everything-store).

Rebecca. Challenges to Managing Virtual Teams and How to Overcome Them: Harvard Professional Development:

Harvard DCE. — (https://www.extension.harvard.edu/professional-development/blog/challenges-managing-virtual-
teams-and-how-overcome-them).
The Advantages and Disadvantages of Virtual Organization Design. — (https://www.cosocloud.com/press-

releases/connectsolutions-survey-shows-working-remotely-benefits-employers-and-employees).
Potentially Million Dollar Virtual Reality Business Ideas. — (https://entreresource.com/vr-business-ideas/).
Savitz, E. The New World of Work: Time To Think Virtually. —
(https://www.forbes.com/sites/ciocentral/2012/08/23/the-new-world-of-work-time-to-think-irtually/#4600c4bb2{8c).
Stats About Remote Work in 2019. — ( https://remote.co/10-stats-about-remote-work/).
Top Virtual Assistant Services Companies. — (https://upcity.com/virtual-assistant?page=2).

Cepusa «3koHoMuka». Ne 2(98)/2020 131



	Обложка
	Страница 1
	Страница 2
	Страница 3
	Страница 4
	Страница 5
	Страница 6
	Страница 7
	Страница 8
	Страница 9




