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INNOVATION POLICY OF KAZAKHSTAN
UNDER CONTEMPORARY CONDITIONS

Abstract. The goal of the work is estimation of the innovative policy efficiency of the Republic of Kazakhstan
and elaboration of suggestions on its improving. The work considers the suppositions of forming and stage of
formation of the innovative economy in Kazakhstan including laws and regulations, and the national programs. The
dynamics of some indicators related to innovative economy is analyzed, the innovative activity in regional context is
considered. The creative economy potential in Kazakhstan is investigated, and main problems and development
prospects are outlined.

The results of the conducted research can be applied for development of the national and regional programs on
supporting the innovative activity as well as those can be used as a base for more thorough investigation.

Key words: innovative policy, creative economy, innovative development.

Introduction

For over ten years the problem of diversification of Kazakhstan economic structure and decrease of its
dependence on natural resources is on the agenda of economic policy of the Republic of Kazakhstan. Even
in favorable, pre-crisis years there was a widely distributed understanding that the economic growth was
due to short-term factors, and the world economic crisis of 2008 showed the vulnerability of such model.
Kazakhstan needs to transit to sustainable growth based on innovations.

The Address of the President of the Republic of Kazakhstan, N.A. Nazarbayev, to the nation of
Kazakhstan “New decade — New economic growth — New opportunities of Kazakhstan» says that the
sustainable and balanced development in the nearest decade will be ensured due to accelerated
diversification and increase of competitive ability of the national economy. In President’s opinion the
rewarding and effectively functioning national innovative system should form a base for “economy of
future”, and only innovations will provide a sharp increase of labor efficiency [1].

The following universal methods of perception were used as methods of this research: analysis and
synthesis, induction and deduction, empirical description, unity of historical and logical, graphical
analysis, historical method on the base of statistical data.

Main body

Forming of Kazakhstan innovative economy

The contemporary phase of industrial and innovative policy development of Kazakhstan is
characterized, on the one hand, by apprehension of reasons and results of the world financial and
economic crisis of 2007 — 2009, and on another hand, by forming of bases of post-industrial economy and
increase of its competitive ability. The crisis events in the global economy have again showed weak
viability of innovative component in economic medium. It is not deduced to an individual scientific
discovery or invention, but represents a whole segment of economy having its infrastructure, institutes of
development, complex built-in communications that needs a substantial support from the State.
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Therefore, establishment, in the first half of XXI century, of post-industrial technological structure
under the conditions of forming of global innovative and technological space has determined the
contemporary national economic policy of the Republic of Kazakhstan aimed at achieving of sustainable
dynamic development of the country by diversification of economic branches and departure from raw-
material trend of development.

The economy of the independent Kazakhstan counts a little over quarter of a century. Economic
solutions in the period when Kazakhstan was a part of the USSR should not be considered as solutions of
the independent State. For the years of independence, the country was in complicated situations several
times. The system crisis of the USSR continued by Asia crisis in 1998, and 10 years later, the financial
and economic crisis came up. In addition, the crisis situation was also the fall in oil prices in 2015 as oil
revenues constitute two-thirds of the budget income. The first economic crisis was the key one for the
strategy of economic development — transition from planned economic system to independent market
subsistence, it was complicated and multi-staged.

As a result of 4 stages of privatization (small, mass, and individual) in 1991 — 2000 the new private
owners have purchased for coupons, rubles, and tenge via commercial, investing, open competitions 34.5
thousands facilities of the national property for the total sum 215.4 billion tenge. If in the USSR the main
customer was the State, and the performers were specialized national structures (SRI, DB), then under the
market economy the customer for innovations is the market itself — innovations are potentially more
competitive, and the performers are scientists and business owners. However, the process of necessary
capital accumulation had not been finished yet, and the first-priority task was attraction of investments [2].

The main reason for foreign investments attracting was absence of large national capital in the
country at the initial period. Privatization did not lead to appearance of enough amount of capital. The
case is that the main production forces of Kazakhstan were represented by the branches of heavy industry
— capital-energy consuming enterprises requiring the significant part of the basic and current capital. This
was the formed heavy structure of the national economy. The production, financial relations existed at the
moment did not correspond in its potential to the size of real production power. And to run the large
industry, strike life into them, the adequate large capital was needed. Under the conditions of the utmost
deficit of financial resources and complete refuse, lack of the former centralized long-term allocation of
capital contributions, it was necessary, at whatever cost, to attract the corresponding investments.

The number of small business representatives — individual entrepreneurs, workers of small and
medium business, farmers — increased significantly. From 19,0 thousands of small enterprises in 1993 to
67,0 thousands in 2000, and 1,162 thousand of small and medium business as of March 1, 2018. The
employment in this field has increased from 132,4 thousand people in 1997 to 2.5 mln. Among them as of
September 1, 2011, 699.2 thousand people worked at medium enterprises, 661.7 thousand people at small
enterprises, 697.1 thousand at individual enterprises, and 429.5 thousand at farm enterprises [3].

There was a transition to another system of social and economic relations, the sources for social
service, the rules of economic agents behavior, and the role of the State have been changed. The most
important was the creation of medium for free enterprise and protection of private ownership. There was
necessity to establish a new legal base for market operation, to develop strategically important branches
related to food security, production of primary resources. Therefore, it can be considered that the start of
gradual development of innovative potential of the country was put by the Program of Innovative
Development of the Republic of Kazakhstan that came into effect on May 10, 2001. The goal of the
Program was creation of necessary conditions and favorable medium for the country economy
development on the base of scientific and technical achievements application, forming of balanced
production infrastructure and gradual replacement of raw material share in the gross national product of
the country with high-technological export products. The Program was terminated in 2004 [4].

In 2003, the Strategy of industrial and innovative development of the Republic of Kazakhstan for
2003 — 2015 was issued. In the Strategy the focus has shifted to departure from raw-material trend of
economy via diversification, and only in long-term period it allowed for transition to service-technological
economy. It was assumed that the Strategy will be implemented in three stages — from 2003 to 2005, from
174
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2006 to 2010, and from 2011 to 2015. However, later its implementation was postponed due to the global
financial crisis of 2008, and the first-priority task was preserving the stable operation of the bank sector
and repression of negative consequences for the country inhabitants.

Later, the State Program of Accelerated Industrial and Innovative Development for 2010 — 2014
(hereinafter SPAIID) was adopted. The main goal was diversification of economy, increase of non-
resource-based sector share in economy. The SPAIID has integrated the main approaches of the Strategy
of Industrial and Innovative Development for 2003 — 2015, and the Program “30 corporate leaders of
Kazakhstan”. Nevertheless, the mass technological upgrade was assumed.

Contemporary innovation policy of Kazakhstan

At the present time, Kazakhstan successfully implements the innovation policy as an important
component of the State economic policy. For the implementation of this policy the national programs are
developed and performed. The implementation of five main institutional reforms related to leading
economic branches and the State management system has been started; the staged algorithm of the
Government actions “100 concrete steps” was developed, and other. Owing to exercise of these documents,
and mainly to development of the State Program of Industrial and Innovative Development for 2015 —
2019 (SPIID), Program of infrastructure development “Nyurly Zhol” the goal sets of Strategy-2050 were
corrected considering the conditions of the contemporary crisis situation in global economy.

For less than 10 years the national and regional innovative systems with a network of techno-polises,
technological parks, technological business-incubators were created, the innovation clusters are formed,
the national institutes of development including the National Agency on Technological Development
“NATR” JSC are operating.

The country has formed and is creating the base innovative platforms a part if which has gained the
international status. These are G-Global, Astana Economic Forum, EXPO-2017, Nazarbayev University,
and other.

The main trends of the industrial and innovation policy have been definitely outlined — necessity of
all-round modernization of existing production capacities, development of as much wide as possible list of
branches, enhancement of labor efficiency and productivity. In 2016 the growth of exports of
manufacturing production reached 90.2%, ahead of the plan by 4.2%, and the growth of labor productivity
in manufacturing production reached 131.7%. There are 10 running projects on modernizing and
enlargement of operating enterprises, 6 large facilities were constructed, among which is the plant on fuel
production of ecological grade K5 at the west Kazakhstan area, and the house building factory in Astana.
The number of employed in the manufacture production has increased by 2.7%. The number of new
technological companies incubated by the cluster of special economic zone “PIT” — § [5].

There is a thesis made by Bokizhanova F.I. in her paper “Regional aspect of industrial and innovative
policy in Kazakhstan” stating that as regional initiatives of innovative development, first of all, are aimed
at enhancing the level of living standards, then the economic component is of the same high priority as the
scientific one [6]. Basing on the economic point of view, the innovative development of regions is
constrained by non-efficient economic infrastructure created during grave upheavals after the USSR
collapse, when only goal of economic measures of the State was ensuring of economy survival. And here,
the investments play a significant role to improve the situation at the regions. The context implies the
foreign direct investments, and governmental dotation, and internal investments of home economics. The
volume of investments is one of the indicators showing the potential of the region in short-term
perspective as they reflect not only the capacities of innovative and industrial development, but
prospectivity of the branches stated at the area as show the investors’ interest to these areas. For
Kazakhstan, the pattern of investments distribution is shown in Figure 1. Let’s consider it with respect to
connection of investments and innovations.

— 175 ——



Uszsecmus Hayuonanvhot Akademuu nayk Pecnybnuku Kazaxcman

[TaBnogapckas 250,40
ATpIpayckas 126,20
KaparannuHuckas 79,80
AKTIOOMHCKAs 55,50
IOKO 50,20
BKO 45,90
JKamObUICKast 43,30
AnMaTuHCKas 40,50
AKMOJIMHCKAs 24,90
r. AJIMaThI 24,10
3KO 24,00
r. ActaHa 20,10
KbI3bI10pAnHCKAS 15,60
CKO 14,60
Kocranarickas 10,90

Manrucrayckas 8,10

0,00 50,00 100,00 150,00 200,00 250,00 300,00

s

Created by the author basing on source [7]

Figure 1 - The volume of investments into the basic capital in 2016 by the regions of the Republic (billion tenge)

By the volume of investments into the basic capital the regions can be divided into three groups: the
first group includes the investment volume from 8.10 to 24.90 billion tenge, the second group — from
40.50 to 55.50, and third — from 79.80 to 250.40. The first group in comparison to other has received the
smallest amount of investment volume into the basic capital, probably due to poor development of the
region in whole (Kyzylorda, Mangystayu regions), or due to specific peculiarities inherent to every region.
For example, despite high scientific potential of Almaty especially in the field of information
technologies, the level of investments does not exceed that allocated for Akmola and west Kazakhstan
area, as well as for Astana city possessing the lower potential. This is explained by weak development of
infrastructure that could support the development of information technologies in the city. Alatayu
technological park located within the city, despite its large capabilities for projects implementation, does
not inform on any successful projects. The similar situation is at the west Kazakhstan area — poorly
developed infrastructure slows down the potentially high development of the area. The second group
receives the volumes of investments higher than average by the Republic, it means that the policy on
investments attracting and industrial development conducted there is quite effective. Finally, an example
of the most effective attracting of investment is the third group that includes Pavlodar area, its volume of
investments is at least twice larger than for other regions. Such effect is explained by effective focusing of
the region on oil refining that interested investors and provided with the largest inflow of investments.

Further, it is necessary to determine the extent to which the investments and improvement of
economic situation at the region ensure its innovative development. For this purpose, let’s compare two
regions: Pavlodar and Mangystayu as these are extreme points in the chart. Let’s show in Figure 2 and 3
the indicator of internal expenditures on R&D in the regions as one of reference regarding the
investigation object.

— 176 ——



ISSN 2224-5294 Cepus obwecmeeHHbIX 1 2ymanumapruix Hayk. Ne 3. 2018

10 000,0
8 000,0

RE=0.838 78004

2011 2012 2013 2014 2015 2016

Created by the author basing on source [7]
Figure 2 - Internal expenditure of Mangystayu region on R&D (million tenge)

As seen in Figure 2, in whole the volume of expenditure on R&D, even in the lower by investments
area, increase, and the general trend is positive with high reliability and accuracy. In addition, such
stability tells about gradual and sustainable policy of local authorities in the field of innovative
development. To compare with Pavlodar area let’s look at Figure 3.
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Figure 3 - Internal expenditure on R&D at Pavlodar region (million tenge)

In Pavlodar region the dynamics of expenditures on R&D is less stable and does not allow for an
opportunity to predict its further development; however, the total volume of expenditure on R&D against
Mangystayu region differ by more than 20 times in favor of Mangystayu region. It means that the
investments increase only does not ensure the stable innovative development as it is also necessary to
distribute innovative flows into science-driven and manufacture industries. In addition, if we consider the
contribution of regions into development of manufacturing industries, then here also Mangystayu region is
ahead of Pavlodar region: 44% of contribution against 29%, respectively [7].

All this information deduce to one common conclusion: the largest contribution into development is
made by pinpoint investments into definite projects as is done within implementation of SPIID in contrast
to distributed investment into improvement of variety of existing structures. This kind of approach allows
for simultaneous solving of several problems: the first problem related to technological inferiority is
solved at the stage of project creation as on the stage of the project discussion the technologies to be used
for its implementation will be selected. The second problem is establishment of new manufactures with
high value-added and marginal return from the manufacture. The high value-added is ensured due to
focusing on refining industry and manufacture of ready products, and high marginal return — from the
manufacture novelty that is unachievable by capacity increment of existing industries.
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Potential of creative economy in Kazakhstan

Innovations as phenomena do not appear from nowhere — they all are based on ideas. The idea can be
implied as a notion or image reflecting the reality in human conscience. A man can change this reflected
reality in his mind to solve the problems in reality. The idea under this context becomes as guidelines for
action, an image of desirable result. The ideas that solve the problems and implemented in practice
become innovations. The ability to generate such ideas is called creativity. At its margin the innovative
economy is the economy where the main value is ideas able to become innovations, i.e. the economy of
creativity or creative economy. The importance of qualitative development via innovations increases year
by year as the need in qualitative development grows too. This is also urgent for Kazakhstan.

One of the “creative economy” developers, Richard Florida, has written that: “Types of creativity...
not only base on general thinking process, but strengthen each other by mutual enrichment and
stimulation. That is why, during the whole history of the mankind, people engaged in different types of
creative activities always united and encouraged each other at large centers full of various creative life”
[8]. Thus, it is underlined that a place factor, namely people accumulation place having skills and
commitment to creative labor is of primary importance. The place should have definite qualities, for
example, capabilities for self-arrangement of space, flexible infrastructure. If we consider Kazakhstan
potential in the context of places of possible accumulation of creative class, then the most appropriate are
the cities — Almaty and Astana. This is stipulated by a range of factors — large amount of cultural,
research, innovative enterprises, and availability of special economic zones. Also an important factor can
be an opportunity to earn money by providing the ideas and innovations that is much larger at big cities
with developed infrastructure. However, there are some communication difficulties between the State and
incipient creative class, particularly in the process of consideration, agreement and implementation of
creative projects, legal standards on creative economy regulation.

Further Florida writes that “Creative process sometimes takes much time before it starts to yield
fruits”. There are a lot of stories how great mathematicians and scientists had been thinking over the
solution of this or that task, and finally it suddenly dawned upon them when they entered a bus or looked
at fire in the fireplace. Nevertheless, even this, at first sight, magic result can be achieved owing to long-
term preparation only. Florida cites the famous saying of Louis Pasteur: “Chance favors the prepared
mind”. And also Wesley Cohen and Daniel Levinthal who studied the innovation process in Comapnies
stated that “Fortune favors the prepared firm” [11]. In Kazakhstan practice we can observe a tendency to
underestimate time necessary to receive a result of creative labor — the ideas cannot be created in strictly
defined dates, the problem solution can take a little or much time. Therefore, the practice adopted in many
technological parks of innovative universities, for example Al-Farabi KazNU, says that a project should
start to get regained in three months after its beginning that can diminish the number of potentially
successful projects. However, there is also a problem of delayed dates aimed at receiving additional
allowances from a technological park or similar Organizations — this is also a communication problem
between a creative class and Organizational structures. Possible option to solve this issue can be a
competitive base, adoption of competitiveness into the field of innovations generation. Florida wrote about
this: “With no doubts, for some creative people a large stimulus is money, but, according to research data,
true creative persons including painters, writers and open-source software developers are mainly guided
by internal motivation wishing to have true reward and satisfaction from their work. Too strong outside
press can even hamper them”. Basing on the research results in the field of motivation and reward, a
psychologists of Harvard Business School, Teresa Amabile, has concluded that: “Internal motivation
favors the creative process, but external harms it. Probably, if a stimulus for the creative work is, first of
all, interest and enjoyment a person receives from it, then the level of his creativity can be even higher
than if he is motivated by a goal imposed by someone” [9]. Development of internal motivation is a long-
term process related to education system that within the creative economy should not be directed on
adoption of actual knowledge, but on training the skills to work with knowledge, bringing possible talents
of pupils to light to develop it as earlier as possible.

In the countries that are ranked first on global rating of creativity, the education systems are
constructed namely by this principle.
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Table 1 — List of countries by creativity rating (2015)

Country Index
Australia 0,970
USA 0,950
New Zeeland 0,949
Canada 0,920
Denmark 0,917
Finland 0,917
Sweden 0,915
Iceland 0,913
Singapore 0,896
Netherlands 0,889
Created by the author basing on source [10]

The index consists of such indicators as “Talent”, “Technology”, “Tolerance”, each of which
indicates one of key factors of the creative class development. Talent represents a level of staff
preparedness and a degree of human capital development, Technology — the level of technological
development of society as without advanced technologies it is impossible to develop the technologies of
next generation, Tolerance implies the need of the creative class in diversity achieved in tolerant society
only. Kazakhstan is ranked 72 by index of technology, 54 by talent, and 98 by tolerance.

Conclusion

For the quarter of the century Kazakhstan made a great economic jump and should move to a new
level of economic growth. Innovative Kazakhstan is the next step the country should come in to enter the
list of 30 most developed countries in the planned terms and implement its global strategy.

In whole, from the side of the State it is necessary to create base conditions for appearance and
concentration of the creative class, determine frame operating conditions, opportunities for the national
culture and innovations interaction.

It is also necessary to move beyond the factors constraining the innovative development, such as:
passive relation of business to innovative activity; insufficient measures and instruments of its
governmental support; low-quality management and deficit of innovative managers, and other. Under the
limited financial resources it is necessary to look for reserves for innovative growth of the country
economy that do not need significant contributions from the Republican budget.

In our opinion, it is time to move from administrative reforms in the system of the State management
to reforming of regional, branch management, and management of enterprises themselves and all
entrepreneur structures. The innovation management level at these structures will influence significantly
on the future of Kazakhstan economy.
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JI.LM. bekeHoBa
AJMaTHHCKas akaJeMHs Y)KOHOMHKH U CTaTHUCTUKH, PecirybOnmka KazaxcraH, r. AaMatsl
NHHOBAIIMOHHAS TIOJIMTUKA KASAXCTAHA B COBPEMEHHBIX YCJIOBUSIX

AnHotanus. llensio paboTel sBisieTcss oueHKa 3()(EKTHBHOCTH WHHOBAIMOHHOW MONWTHKH PecmyOumkn
Kazaxcran u BbIpaOOTKa TNpeUIOKeHHH M0 €€ COBEepIISHCTBOBaHHMIO. B paboTe paccMOTpEHBI MPEIIIOCHUIKA
(opMHpOBaHMSI M OITanbl CTAHOBICHWS HHHOBAIIMOHHOW AKOHOMHKHM B Ka3zaxcrane, KitO4YeBble HOPMAaTHBHO-
MPaBOBbIE aKThl M TOCYAApPCTBEHHBbIC MpOrpaMMbl. [lpoaHaiu3upoBaHa AWHAMUKA HEKOTOPBIX IOKa3aTelei,
CBSI3aHHBIX C MHHOBAI[MOHHOW SKOHOMHUKOH, paCCMOTPEHAa MHHOBAIIMOHHAS JIESITENbHOCTh B PETMOHAIILHOM pa3pese.
HccnenoBan moTeHIMan KpeaTuBHOI 3koHOMHKM B Ka3axcraHe, oTMEYeHbI OCHOBHBIE NMPOOJIEMbI U MEPCIEKTUBBI
pasBUTHSL.

PesynbTaThl NPOBEAEHHOTO HCCIENOBaHHS MOTYT OBITh NPUMEHEHBI HPU pa3paboTKe TrOCYAapCTBEHHBIX WU
PETrHOHAJIBHBIX MPOrPaMM MOJIEP)KKM HHHOBALMOHHOI NESTENbHOCTH, TAaKKE MOTYT OBITh HCIIOJIb30BaHbI B
KayecTBe 0a3bl 1 6osee yriryOIeHHOTO UCCIIeIOBaHMS.

KaioueBble ci10Ba: MHHOBALMOHHAS MIOJIMTHKA, KPEATUBHASI SKOHOMHKA, MTHHOBAIIMOHHOE Pa3BHUTHE.

JI.M. BekeHnoBa
AJIMaTBl PKOHOMUKA JKOHE CTATHCTHKA akaaeMuschl, KazakcTan, AnMarsl K.
KA3IPI'T )KAF I[AFII[AFLI KA3AKCTAHHbBIH THHOBAIUSJIBIK CASICATBI

Annoranusi. XXywmbicteiH Makcatsl Kazakcran PecriyOnMKachblHbIH WHHOBAIMSUIBIK CasCATBIHBIH THIMIUTITIH
Oaranay »KOHE OHBI XETUIJipe Tycy OOWbIHINA YCBIHBICTAp naspiiay Oousbin TaObuiagsl. 3eprreyne Kazakcranma
WHHOBALIMSIIBIK 9KOHOMUKAHBIH KAJIBIIITACYBIHBIH aJFBIIIAPTTAPbl MEH KYPbUTYy Ke3eHIEpi, LIEUIyIli HOPMAaTHUBTIK-
KYKBIKTBIK aKTiJIepl MEH MeMJIEKETTIK Oariapiiamanapbl KapacThIpbUIFaH. VMIHHOBAIMSIIBIK KOHOMUKAFa KAThICThI
KeHOIp KepceTKIiTep TalJaHbll, ailMaKTap/blH MHHOBALMSUIBIK KbI3METi capaianraH. KasakcraHgarbl KpeaTHBTI
HKOHOMHUKA dJIEYET] 3epPTTelIil, HEeTi3ri Maceleliepl MeH JlaMybIHbIH 0achIM OarbITTaphl OCITiIEHTeH.

JKypriziireH 3epTTey HOTHKENEpI WHHOBALMSIIBIK KbI3METTI KOJJIAYIbIH MEMIIEKETTIK JKOHE alMaKThIK
OarmapriamanapsiH d3ipiiey Ke3iHe, COHal aK 3epTTey/l apbl Kapail »KajaFacThIpy YILUiH KOJJIaHbLTYbl MyMKIH.
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