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PROBLEMS AND PROSPECTS OF INNOVATIVE DEVELOPMENT
OF SMALL AND MEDIUM-SIZED ENTERPRISES IN KAZAKHSTAN

Abstract

Transition from raw materials export model of economic development to the innovation cannot be doubted.
Today, the country is far behind the developed and some developing countries in the world on a variety of criteria
for innovative development. The Republic of Kazakhstan will be able to become competitive only if the transition
to a new model of economic development and the rapid reduction of the backlog. State requires an effective strategy
of innovative development, which consists primarily in stimulating the development and commercialization of
innovations. The formation of an innovative economy in Kazakhstan is a complexity of economic, social, and
political issues. An effective use of research findings and developments in the real economy is most important in
terms of Kazakhstan’s successful competitiveness, assurance for high economic growth, improved quality of life,
and to help realize other innovative priorities. In these circumstances, innovation management and development are
becoming more relevant as the basis for developing Kazakh companies, by way of a defined set of relevant technical,
operational, organizational, marketing, and financial operations. In this paper, statistical analysis of indicators of
innovative growth in the Republic of Kazakhstan was conducted in comparison with leading developed countries. As
the results of the academic research, key factors that have a major influence on innovative activity of the small and
medium enterprises were determined.

Key words: innovations, small and medium-sized enterprises, efficiency, strategies, competitiveness, ecological
growth, indicators.

In the XXI century the key to rapid progress of socio-economic development is an effective
innovation policy aimed at introduction of high, “breakthrough” technologies, new forms of work
organization and management, advanced inventions and achievements of scientific and technical
progress.

Formation of innovative economy in Kazakhstan is a complex economic, social and political
challenge. The most important condition for the successful competitiveness of Kazakhstan, for
ensuring high economic growth, for improving quality of life and the implementation of other
innovative priorities is the effective use of the results of researches and developments in the real
economy sector. In these conditions, the development of innovative process management as a basis
for the development of Kazakhstani enterprises is becoming increasingly important, defined by a set
of relevant technical, operational, organizational, marketing and financial operations.

The innovative development of the country is largely determined by the degree of business
involvement in innovation. Innovation is a factor that will ensure long-term competitiveness of
enterprises, the development of high-tech industries, the expansion of the production of knowledge-
consumptive products.

Today, the intensity of innovation is mainly reflected in the level of economic development:
in global competition, the countries, which provide favorable conditions for innovation benefit the
most. Thus, the development of innovative economy is one of the most effective ways to improve the
country’s competitiveness.

Comparative analysis of the scientific, technological and innovation activities in Kazakhstan and
foreign countries have shown that the development of national support systems, and innovation in
the country is at the stage of formation and thus explains some lag from the leading countries of the
world, where the national innovation system is already functioning successfully. Many technologically
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developed countries (The United States, European Union, South Korea and Japan) moved to world
leadership more than a decade in the field of science and innovation and have a fairly consistent and long
history [1, 2]. The start of building innovative economies in the world, usually refers to the period after
the Second World War [3, 4, 5]. In this context, assessing strictly the results of innovative development
of Kazakhstan for such a relatively short period of time is considered to be very inefficient.

Now Kazakhstan is only at the initial stage of transition from resource based economy to an
innovative type of development. For the developments of innovative activities special financial
support tools have been enhanced. New tax incentives and preferences for domestic enterprises were
introduced for the development of innovation.

Currently, Kazakhstani innovative system has perfected and supplemented with new tools of
industrial and innovation support. For example, in 2012, the Law of the Republic of Kazakhstan
“On state support of industrial-innovative activity” was accepted, which includes 14 tools to support
industrial-innovative development, including 5 new types of innovation grants. Also the technological
system of the country planning mechanisms are laid and the analysis in the efficiency of realization of
industrial-innovation policy are presented, a new incentive mechanisms and improvements to existing
mechanisms for supporting innovation is provided.

Work on the creation of venture capital funds and industrial design offices are continuing,
commercialization offices are opening and a business incubation program of regional industrial parks
are operating too.

At the same time, according to the Bloomberg Innovation Index in terms of innovation Kazakhstan
is now located at 50th place [6].

According to the Global Competitiveness Report of the World Economic Forum for 2015-2016,
by factor of Capacity for innovation Kazakhstan is on the 78th place among 140 countries worldwide.

At the same time in recent years, Kazakhstan’s expenditures on R&D range from 0,15% to 0,28%
form gross domestic product (Figure 1), while the figure is 3,49% in Finland, 3,64% in Korea, 2,6%
in the USA, 1,44% in China of GDP, but on the average in the Organization of economic cooperation
and development countries this figure is 2,24% [7].
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Figure 1 — Gross domestic expenditure on R&D in the Republic of Kazakhstan
for the period 2005-2017, % of GDP

Source — Committee on Statistics of MNE RK: http://stat.gov.kz.

In general, most of the innovation activity in Kazakhstan is stimulated directly by the state, and
most of the research works are carried out in government laboratories. According to the Committee on
Statistics of MNE RK, in 2015 the share of the private sector in research and experience-constructive

149



Kypnanra — 20 xput!

activities is only 36,6%, whereas in Japan this figure is (78,5%), in China (73,3%) and in the United
States (72,6%), most of the research and experience-constructive works are carried out by the private
sector (Kurmanov et al., 2016) [8].

This state of Kazakhstan is caused by factors that form the fundamental basis of innovation
development of the country.

Firstly, a substantial part of the results of scientific and technical activity is not implemented in
the real sector of the economy, it does not bring income to developers and does not provide the income
due to the lack of organizational and economic mechanisms of commercialization of technologies and
developments. Also, the lack of examples on successful commercialization of technologies allows us
to conclude that the national system of support and introduction of innovation has gaps that do not
allow the country to create an effective system of converting knowledge into national wealth.

Examples of international best practices illustrate the need for such measures. At the same time
both central and local public authorities should play an important role in promoting and maintaining
the technology commercialization process for the creation of a flexible network, consisting of a variety
of private and public partners, interacting and complementing with each other.

Despite the fact that in 2015 the innovative activity of enterprises has increased markedly to
8,1%, which is higher than in 2005 by 2,3 times (Figure 2), on the cost structure on technological
innovation indicators Kazakhstan closer to the group of “modest innovators” which have dominated
the expenditure on purchasing machinery and equipment. The share of innovation active enterprises in
Germany the figure — 80%, in the United States, Sweden, France — 50%, in Russia — 9,1% (Kurmanov
etal., 2016) [6] .
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Figure 2 — Innovation activity of Kazakhstan enterprises (share of innovative products in GDP,
and share of innovation led enterprises among all enterprises) for the period 2005-2017

Source — Committee on Statistics of MNE RK: http://stat.gov.kz.

However, it should be understood that business in Kazakhstan is in the process of modernization of
production facilities, and the predominance of investment way to upgrade technology is quite natural.

Today in Kazakhstan there are no special state regulatory measures to promote the demand for
innovation, including through technical regulations, public procurement system and giving special
status of an innovative company. Weak demand is a key factor retaining the promotion of innovation
in the country (Kurmanov et al., 2016) [8].

In its turn, government business support programs sometimes include very complex processes
affecting the participation of a wide range of entrepreneurs in these programs.
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Secondly, the current status of the development of regional innovation systems do not provide
the formation of innovative companies. Creating full-length regional innovation systems in the
Republic of Kazakhstan will allow to focus on the development of a particular region in view of its
specific features, to approach comprehensively to solving the problems of local businesses, to work
more closely with entrepreneurs, scientists and inventors. This generally gives a significant effect in
increasing innovation across the country.

Thirdly, there is no easy access for scientists and innovators to the elements of the innovation
infrastructure, as well as the instruments of state support of innovation activity

One of the main directions of development and innovation policy is the creation of innovative
infrastructure. Today in Kazakhstan 9 commercialization offices operate, 8 regional technology parks
and 4 industrial design offices, 2 centers of technology transfer have been set up, the special economic
zone “Park of innovative technologies “Alatau” was opened in 2007.

Fourthly, itis necessary to strengthen the integration into the global innovation system. Kazakhstani
scientists and innovators are limited in participation at international scientific and business projects,
as well as in access to foreign services and capital, provided by international development institutions
and investors.

Based on the analysis of institutional changes in Kazakhstan we identified the main reasons
reducing the effectiveness of innovation processes in Kazakhstan, which are schematically shown in
Table 1.

Table 1 — Causes reducing the effectiveness of innovation processes in Kazakhstan

Economic Organizational Legal Infrastructural
- Low scientific — - The absence of the - Imperfection of - Underdevelopment of the
technical and innovation |relationship between science legislative and technology market;
potential, and industry, the public and regulatory framework |- Underdevelopment of the
- Lack of own resources; |private sectors; to promote and market
- Unacceptable loan - The lack of new forms of regulate innovation, information and
conditions; cooperation development protection of communications;
- The high cost of and production of complex intellectual property - Lack of development of
innovation; products; rights and patent laws | innovative infrastructure
- Low payable demand for | - The low level of regional and
new products; global integration
- High economic risk of
innovation;
- A long payback period.
Note — Compiled by the authors.

Funding for innovative entrepreneurship. Economic diversification is a well-established area of
Kazakhstani government, which is reflected in the large-scale tasks set by the State Program of Industrial
Innovative Development of Kazakhstan for 2015-2019 years. This program provides the sustainable
development of innovation. The main objective of the program is to stimulate diversification and
enhance the competitiveness of the manufacturing industry.

The objectives of the Program include:

¢ anticipatory development of the manufacturing industry;

+ improving the efficiency and increase in the added value of the priority sectors;

¢ expansion of markets for non-primary goods;

¢ an increase in productive employment;

¢ giving a new level of workability to the priority sectors of the manufacturing industry and
providing a basis for future development of sectors through the formation of innovation clusters;

¢ encouraging entrepreneurship and the development of small and medium businesses in the
manufacturing industry

State financial institutions. At this stage SPIID provides managing principles and legal framework
for the development of financial support of innovation activity in the country. This is a part of the
Strategic Development Plan of the Republic of Kazakhstan until 2020.
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In Kazakhstan there are a number of institutions involved in the financing and management of
the modernization process that includes funding for investment, attracting in infrastructure projects
and resources for innovation. The most important institutions in this area are: Development Bank
of Kazakhstan, Damu Entrepreneurship Development Fund, Investment Fund of Kazakhstan, JSC
“Science Fund”, JSC “NATD”.

To ensure the further development of innovative activity of the enterprises the following measures
are recommended.

1. The development of effective system of technology commercialization. Commercialization
of the technology should be directly linked to the practical application of the results of scientific and
technological activities in order to market new or improved products, processes, services, and to get
positive economic effect.

A systematic approach to the development of technology commercialization will provide
significant impetus to rapid establishment of results of scientific and technological activities in the
economic cycle that will eventually allow the state to create new jobs, to return to the budget through
the tax system invested in scientific research and development works, and overall to improve the
competitiveness of Kazakhstan in the global technology market.

To create a normative-legal framework for the development of commercialization system of
intellectual property objects in the Republic of Kazakhstan the interests of all stakeholders in the
commercialization of intellectual property should be taken into account to ensure the stability and
security of investment. This measure would allow scientific research institutions to participate in all
forms of commercialization of intellectual property, and allow researchers to work in public research
institutions, as well as to manage and own part of shares in innovative companies, thereby reducing
the risk for the scientific community creating its own intellectual property-based business.

2. Promoting the innovation activity of enterprises. The change-over of innovative system of
Kazakhstan from the model driven by state to the stable system driven by the private sector should be
provided through the reduction of administrative barriers and tax incentives, the expansion of access
to finance, the creation of innovation clusters, the business environment development and formation
of the demand for innovation.

Reduction of the administrative and technical barriers with improvement of access to finance will
contribute to the emergence of a large number of innovative companies.

The openness of the internal markets will lead to increase of access to global knowledge and
technology. This transfer of advanced knowledge and technology will be implemented through the
creation of positive environment and incentive tools, including the following important trends:

¢ Involvement of small and medium-sized innovative companies overseas and the creation of
common production with them;

¢ Maximum use and attracting of scientific potential of scientists-compatriots successfully
working in foreign scientific research institutions;

¢ The disclosure of foreign patents and licenses at the transfer of advanced technologies to
improve the competence of local specialists.

Creating innovation clusters will help to increase innovation activity of business subjects, as well
as lead to the emergence of synergy: participating companies clusters are motivated to create new
products much more than single enterprises. At the same time the activity of enterprises can intersect
and complement each other. Formation of innovation clusters at the same time contributes to the
interchange between related industries and intense competition within each sector.

3. Formation of demand for innovation. Building an effective national innovation system should
be focused on the implementation of measures to increase demand for innovation. Most of the countries
that rapidly develop their innovative systems, did not succeed due to lack of demand for innovation.

As world practice shows the central subjects of the national innovation system are commercial
enterprises that have their own potential for the research and development, enabling them to inculcate
innovation successfully.

Today the weak demand is a key factor retaining the promotion of innovation in the country.
Formation of demand for innovation should be provided by the state regulating and encouraging
measures.
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4. Development of innovative infrastructure. The activity of the innovative infrastructure should
be aimed at providing the necessary financial, methodological and information support at all stages of
the innovation process, at the creation and promotion of new plans, at providing advanced development
of knowledge-consumptive industries and the introduction of high-tech industries. The main elements
of the innovative infrastructure are special economic zone “Park of innovative technologies”; regional
parks; venture capital funds; industrial design offices; international centers of technology transfer.
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Anjgarna

KasakcTaH 5KOHOMHUKACBIHBIH 3KCITOPTTHIK-IUKI3aTTHIK JaMy YIITICIHEH HHHOBAIIMSUIIBIK YIITICIHE 0Ty KaKeTTirl
KYMoH TyFbI30aiiasl. Ka3ipri TaHma en MHHOBAIMAJIBIK JaMy JKarblHAH OJICMHIH JaMBIFaH KOHE OipKaTtap JaMyIIbl
eJiepiHeH alTapibIKTail Kabin oTelp. KazakcTan PecmyOmukachl TeK 9KOHOMHUKAIBIK JaMYIbIH JKaHa YITICIHE KOy
JKOHE Te3IpeK asiFa )KbUDKY HIapThIH/A FaHa Oacekere KalineTTi 6ona anaasl. MeMiiekeT MHHOBAIHUSIIap/Ibl 931pJiey/i
JKOHE KOMMEPUMSUIAaHABIPYAbI bIHTAIaH/bIPyFa HET13/1eJITeH HHHOBALMSIIBIK 1aMy/IbIH THIMI CTPATETHSIChIH KaXKeT
ereni. Kazakcranna MHHOBAIMSIBIK SKOHOMHKA KEIICHIH KAJIBINTACTBIPY YKOHOMUKAIIBIK, JICYMETTIK JKOHE CasCh
MiHZeT OOJBIN TaObUIa bl. DKOHOMUKAHBIH HAKTHI CEKTOPBIHIA FBUIBIMU 3ePTTEYNEp/i KIHE 3epTTeMENepAiH HOTH-
JKeTIepiH THIM/I KoJaHy apKeUTel KazakcTaHHBIH O9cekere KaOiIeTTUTITiH jJKaKcapTy, SKOHOMUKAIBIK OCY/IiH YKOFapbl
JIEHTeHiH KaMTaMachl3 €Ty, oMip CYpy JCHreliH jkoFapiary, 0acka Ja WHHOBAIUSUIBIK OaChIMIBLUIBIKTAPIIBI KY3eTe
aceIpyra Oonazpl. Ochl peTTe Ka3aKCTaHABIK KOCIMOPBIHapbIHAa TEXHUKAJIBIK, OHIPICTIK, YHBIMAACTHIPYIIBLIBIK,
MapKEeTHUHITIK, KAP>KbUIBIK Ollepalysiap COMKECTIrHIH JKMBIHTBIFbI HHHOBAIMSUIBIK YPAICTep/Ii OacKapy/ibl JaMbITyia
yiikeH MoHre ne. Maxkanana Kasakcran PecryOnukachiHoa aeMHIH alJIbIHFBI KaTapiibl TEXHOJIOTHSUIBIK JaMbIFaH
eJIZICPMEH CaBICTBIPFaHa MHHOBALHS JaMybIHBIH CTaTHCTHKAIBIK MHANKATOPIAPBIHA Tajlay )KacaFaH. JKyMBICTBIH
HOTIDKENepi PeTiHIe MHHOBAIMSIIBIK KBI3METTI iCKe achIpy OOHBIHIIA KOCIMOPBIHAAPIBIH MYMKIHIIKTEpiHE BIKITAJT
eTeTiH 6acThl (pakTOpIap aHBIKTAIFaH.

Tipex ce3nep: MHHOBALNS, THHOBAIMSUIBIK KbI3MET, LIIAFBIH JKOHE OPTa KACIOPBIHAAP, THIM/UIIK, CTpaTerusuiap,
Oacekere KaOIJIETTUIIK, SKOJIOTHSUIBIK ©CY, HHIUKATOPIap.

AHHOTAIHUA
HeobOxoaumocts nepexoga Kaszaxcrana ¢ IKCIOPTHO-CHIPEBOM MOJIENN PAa3BUTHs IKOHOMHKH Ha WHHOBA-
LUOHHYO HE TOJUICKUT COMHEHHIO. Ha ceropHsiHuii 1eHb CTpaHa 3HAYUTEIbHO OTCTACT OT Pa3BUTHIX U psijia pas-
BUBAIOIIMXCS CTPAH MHpA I10 LEJIOMY Py KPUTEPHEB HHHOBAIIMOHHOTO pa3BuTHs. PecnyoOmnrka Kasaxcran cMOKeT
CTaTh KOHKYPEHTOCIIOCOOHO TOJBKO TPH YCIOBHUHU MEPEXoa Ha HOBYIO MOJIC/b PA3BUTHSI SKOHOMUKU U OBICTPOIO
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COKpaIlleHus oTcTaBaHus. [ocyaapcTBy TpeOyeTcs 3 PeKTUBHAS CTPATETUsl HHHOBAIIMOHHOTO PA3BUTHSI, 3aKITFOUAO-
masicst MPEKIE BCETO B CTUMYIHUPOBAHUU Pa3paOdOTKH U KOMMEPITHATU3aIli HHHOBani. DopMupoBaHre HHHOBA-
IIMOHHOM SKOHOMHKH B KazaxcTane sSBiseTCs KOMIIJIEKCHON YKOHOMHYECKOH, COIMAIBLHON M MOJTMTHYECCKHH 3a1aueii.
BaxneimiM ycioBreM yCIenTHoi KoHKypeHTocnocodbHocTrn Ka3zaxctana, obecredeHust BRICOKOTO SKOHOMHYECKOTO
pocCTa, MOBBIIICHNS KauyeCTBA KHU3HH, PEaln3alid IPYTUX MHHOBAIMOHHBIX MMPHOPUTETOB SIBISCTCS 3(h(HEKTHBHOE
HCTIOJIb30BaHKUE PE3YJIbTaTOB HAYYHBIX UCCICIOBAHUN M Pa3pabOTOK B PeajlbHOM CEKTOPE PKOHOMHKH. B 3THX yc-
JIOBUSX BCE OOJIbIlICE 3HAYCHUE MPUOOPETACT Pa3BUTUC YIIPABICHUS WHHOBAIIMOHHBIM IIPOIIECCOM KaK OCHOBBI pa3-
BUTHS Ka3aXCTAaHCKUX MPEANPUSATUH, ONPENEIsIeMOr0 COBOKYITHOCTbIO COOTBETCTBYIOLINX TEXHUYECKUX, TPOU3BOJI-
CTBCHHBIX, OPTaHU3aIMOHHBIX, MAPKETHHTOBBIX, (DHHAHCOBBIX orepanuii. B cTaThe mpoBeIeH aHalIu3 CTaTUCTUYe-
CKHX MHJIUKAaTOPOB pa3BuUTHs MHHOBaIU B Pecyonuke KazaxcraHn B cpaBHEHUY € BEIYIIMMHE TEXHOJIOTHYECKH
Pa3BUTHIMH CTpaHAMU MUpa. B kauecTBe HTOTOB pabOTHI OITPE/IEIICHBI KITFOUEBhIE (DaKTOPBI, OKA3BIBAIOIIHE BIIHSI-
HHE Ha BO3MOXKHOCTH MaJIbIX U CPEIHUX MPEANPUITUH MO OCYILIECTBICHUIO MHHOBALIMOHHON JEATEIbHOCTH.

KnrodgeBbie ciioBa: HHHOBAIMHY, MaJIbIe U CPETHHUE TPEIIPHUITHS, 3PPEKTUBHOCTD, CTPATETHH, KOHKYPEHTOCIIO-
COOHOCTB, 9KOJIOTHYECKUN POCT, UHAUKATOPBI.
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