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Innovative entrepreneurship in the Republic of Kazakhstan:
the role of the state in a forming of the institutional conditions
for the development of innovative activity of enterprises

In the article the participation of the state in the creation of institutional prerequisites that contribute to the
development and revitalization of innovative business entities is considered. The definition of innovative
entrepreneurship as a specific actor of innovative relations is given. Its internal characteristics are high-
lighted. We study the relationship of small, medium and large businesses to innovative processes: This is
done on the basis of the proportion of innovatively active enterprises in Kazakhstan at the country level
and in the regional context. The general and specific problems that hinder the innovation processes faced
by enterprises of various sizes are described. It is noted that Kazakhstani businessmen to a greater extent
demonstrate the imitative nature of production behavior, regardless of the scale of the enterprise, which
carries out various types of innovation. It is also revealed that large companies are the/most innovative in
Kazakhstan, because they are largely provided with the necessary conditions for this. Several priority areas
of state participation in terms of accelerating the development of innovation activities are highlighted.
Proposals for improving public administration in the formation of institutional conditions for innovative
entrepreneurship are made.

Keywords: state, public administration, innovative entrepreneurship, Republic of Kazakhstan, innovative ac-
tivity, national innovation system.

The state as a subject of public relations and public administration are important components of the in-
novation system. From direct financing of education and R&D to the creation of various regulatory and legal
conditions, they can have a significant impact on innovation activities. Obviously, full-fledged public admin-
istration, implemented through innovation policy, will be implemented in a wide range of «traditional policy
areas», and will go far beyond a narrow understanding of innovation, including education, industry, taxation,
ecology, finance, etc.

Targets of the modern innovative development of the Republic of Kazakhstan are determined tak-
ing into account the implementation of the main directions reflected in the annual Presidential Address
to the people of Kazakhstan, the strategic document «Kazakhstan-2050», the State Program of Forced
Industrial-Innovative Development for 2015-2019, the Strategic Development Plan of Kazakhstan until
2020 of the year, «The Concept of entering Kazakhstan among the 30 most developed countries in the
worldy, etc.

Leading Kazakhstan scientists and their co-authors emphasize that many program-targeted initiatives
have low performance due to the presence of serious problems, despite the active reform of Kazakhstan soci-
ety [1]:

— The-existence of administrative obstacles, in particular in the licensing system when creating a busi-
ness for entrepreneurs;

— Inefficient system of organization of export-import operations in the presence of relative openness of
market relations;

— Inefficient organization of the customs system,;

— Lack of clear definition of performance targets in a significant part of state development programs;

— Inefficiency in the use of budget funds allocated for the implementation of state programs.

The state remains a decisive participant in innovation processes at this stage of development of all
system elements of the national innovation system of Kazakhstan. However, the efforts of only states will
not have a positive result if other participants of the innovation system will take passive positions. There-
fore, it is necessary to emphasize the importance of other actors directly involved in innovative relations.
It is also necessary to consider the conditions created for the development of innovative processes in Ka-
zakhstan.
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Innovative entrepreneurship is one of those. This is the part of the innovation system that most influ-
ences the effectiveness of measures taken to create and implement a country's scientific, technological and
innovation policy. Representatives of innovative entrepreneurship are the main indicator of the susceptibility
of society to innovation.

Various factors contribute to the formation of innovative entrepreneurship. These include: the type of
socio-economic system of the state, the structure or level of scientific and technological development, the
potential for human development, the openness of the country's economy, etc. Note also that countries with
an identical type of socio-economic relations often have differences in the scientific and technological sphere
and focus on different levels of research cycles in research and development (fundamental and / or applied).
In this connection, the national specificity of innovative entrepreneurship is manifested in the contours of the
overall national innovation model.

Although the models differ from each other by [2]:

- the role and extent of state presence in innovation;

- the participation of the private sector in innovatively active industries;

- the relative importance and place of large, medium and small businesses;

- the correlation between fundamental and applied research and development, etc.

While state authorities unite their efforts in solving various social problems, innovative entrepreneur-
ship can play a key role in creating and expanding the labor market and new jobs: It can solve social and
economic problems in general in Kazakhstan and its regions in particular.

According to the World Bank's approach to the essence of innovative entreprencurship, it cannot be de-
scribed only as: an enterprise introducing innovations, small and medium-sized businesses or young and fast-
growing participants in modern economic relations. Innovative entrepreneurship is formed at the intersection
of these three characteristics (Fig. 1):
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Figure 1. The content of the module «innovative entrepreneurship» according to the World Bank [3]

Quite ofteny the concept of «innovative entrepreneurship» is associated with small and medium-sized
businesses. Although in our opinion, this is not entirely consistent with reality. In fact, economic entities of
various sizes are interested in innovative entrepreneurship. This is evidenced by the data provided annually
by the Committee on Statistics of the Republic of Kazakhstan. So, for example, in 2017, the innovation ac-
tivity of Kazakhstani enterprises of different scales looked like that shown in Figure 2.

The figure shows that representatives of small businesses carried out various kinds of innovations in the
volume (897 units), almost twice the figures of medium (375 units) and large (498 units) enterprises in 2017.
Also, data show that large enterprises in terms of innovation were more active than medium ones. Thereby,
the existing stereotype does not confirm that big business is the most disinterested in introducing innova-
tions.
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Innovatively active enterprises of Kazakhstan in terms
of the scale of economic entities in 2017, units

Totalnumber of large conpanies [l 1 848
Large companies with innovation | 498
Totalnumber of medinm firms gl 2 677

Medium fims with innovation | 375

Totalnumber of small firms | 26 329

Small firms with innovation il 897
Note. Compiled according to the source [4].
Figure 2. Large, medium and small enterprises of Kazakhstan that have innovations in 2017

In addition, when analyzing the coefficient of innovation activity, determined by’ the ratio of subjects
with innovations, and their total number (Fig. 3), it is Kazakhstan’s large business that is the most innova-
tively active.

The percentage of active enterprises in the field of
innovation, %o (according to 2017 data)

26,9

Small enterprises Medium enterprises Large enterprises

Note. Compiled according to.the source [4].

Figure 3. The percentage of innovation activity of Kazakhstan
enterprises depending on the scale of the economic entity in 2017

Figure 3 demonstrates that large enterprises are almost twice as fast in innovation activity of medium-
sized businesses and almost eight times more active than small businesses. Indeed, large corporations have
more opportunities and tools todinnovate, providing the opposition, thus the competition.

Nevertheless, regardless of the scale of activity, the subjects of innovative entrepreneurship of the coun-
try make greater-use of theiimitative nature of production behavior. Enterprises in the country do not create
radical innovative business conditions on their own. The practice of borrowing ready-made innovations and
new technologies by the Kazakhstani business indicates this. According to Andreeva G.M., Kazakhstani en-
terprises are.more prone to adapting ready-made technological solutions and absorbing innovations than to
offering and using their own innovations [5; 33]. Therefore, the state occupies a leading position in the mod-
ern innovation system of Kazakhstan, and offers to all interested in the innovation processes structures, all its
existing backup capabilities.

The overall success of innovation activity undoubtedly depends on the degree of interaction of state au-
thorities, science, education, and innovative entrepreneurship in the regions. Taking into account the existing
trends and fulfilling one of its main functions (managing regional innovation processes) the state should
promote and ensure the formation of extensive innovative connections.

An analysis of the innovation activity of enterprises in Kazakhstan's regions, in general, demonstrates a
situation similar to the general state of innovation in the country (Table).
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Table

Innovative activity of Kazakhstan enterprises in 2017 (in terms of regions and scale of business)

Region Small enterprises Medium enterprises Large companies
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Akmola 1 054 36 34 155 13 8,4 90 23 25,6
Aktobe 911 26 2,9 130 25 19,2 108 36 33,3
Almaty 1550 47 3,0 156 16 10,3 91 27 29,7
Atyrau 952 22 2,3 97 12 12,4 96 22 22,9
West Kazakhstan 757 2 0,3 93 7 7,5 82 5 6,1
Zhambyl 702 29 4,1 73 14 19,2 71 16 22,5
Karaganda 1 896 74 3,9 236 35 14,8 177 39 22,0
Kostanay 1181 52 4.4 189 25 13,2 105 30 28,6
Kyzylorda 619 21 34 91 11 12,1 74 14 18,9
Mangistau 952 8 0,8 112 11 9,8 67 9 13,4
South Kazakhstan 2143 77 3,6 193 32 16,6 163 40 24,5
Pavlodar 1057 35 33 133 12 9,0 102 32 31,4
North Kazakhstan 816 37 4,5 150 30 20,0 57 27 474
East Kazakhstan 1 655 79 4.8 217 32 14,7 138 55 39,9
Astana city 3 668 171 4,7 227 38 16,7 144 42 29,2
Almaty city 6416 181 2,8 425 62 14,6 283 81 28,6
The Republic of
Kazakhstan 26 329 897 3.4 2677 375 14,0 1848 | 498 26,9

Note. Source [4].

Most of the large companies. of Kazakhstan are organizationally represented by transnational and na-
tional corporations, for whichrinnovation activity is a constant and necessary condition for functioning. In
addition, large enterprises more often become executors of state orders, which are accompanied by the allo-
cation of state funds. Therhigh cost of innovation is one of the main reasons for innovation passivity for
small and medium enterprises, regarding their ability to invest in innovations.

Issues of state management and regulation are closely related to the pace and scale of the growth of in-
novative entrepreneurship. The historical and economic experience of innovatively developed countries
shows that states that try to abandon the management of innovation processes lose the growth prospects of
the entire‘system. The national innovation systems of the overwhelming majority of developing and devel-
oped countries indicate that the state is very actively involved in the activities of innovative entrepreneur-
ship. Therefore, the crux of the matter is not whether or not to support, regulate or not regulate innovative
entrepreneurship, as part of the innovation system. The essence is what kind of support to provide and what
effective regulatory tools to choose [6].

The dynamics of the development of innovative entrepreneurship in Kazakhstan, as well as in other
countries, is determined by the state innovation policy using a variety of tools. It should include regulatory
support of innovation, forms of direct and indirect state regulation, the impact on the state of the potential of
scientific, technological and industrial complexes, the creation of conditions for the domestic market, as well
as the traditionally-specific features of the country.

We agree with the opinion of A.N. Toxanova and her co-authors, that in order to accelerate innovation
development, in which the state is directly involved, several priority ways can be distinguished [7; 27, 28].
There are:
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1. Creation of special measures that increase innovation activity: financial support and maintenance of
innovative projects, improvement of fiscal policy measures for innovative entrepreneurship of various sizes
(tax preferences, etc.).

2. Improving the innovation infrastructure: developing research structures and their interrelations, in-
creasing the quality of innovative intellectual resources through modernizing educational programs of uni-
versities, creating regional consortia for interaction between scientific organizations, entrepreneurs and de-
velopment institutions of the regions.

3. Modernization of the state order system, which is able to stimulate the demand for innovation in the
promising sectors of each region.

The state should in every way help to create a favorable institutional environment and exert its manage-
rial influence on the national innovation system. It should work through it on its elements, one of which is
innovative entrepreneurship.

Accordingly, it is necessary to take into account the possibility of improving the following aspects of
public administration and state innovation policy that are relevant for innovative entrepreneurship (Fig. 4):

Availability of
financial
resources

Entrepreneurial

ethics and Fegulatory and
business legal conditions
culture
Institutional '
conditions for
mnovative
entrepreneurship
Availability of Progress of the
- arlket
new knowledge 1 enviromment

Availlability of
access to labor
regources

Note. Based on data from the source [3].
Figure 4. Institutional-.conditions for the development of innovative entrepreneurship in Kazakhstan

1. Increasing the availability of financial resources. Access to financial resources is a major factor in the
creation and growth of innovative entrepreneurship and includes a credit facility, venture capital, funds of
«business angelsy». dt allows enterprises to invest in investment-costly innovative projects, funding is not only
by their own expense.

2. Improving regulatory and legal conditions for innovative entrepreneurship. In particular, this refers to
the normative and legal acts that regulate the early stages of the development of new businesses, such as
those associated with administrative matters, tax conditions and bankruptcy procedures.

3. Impact-on the sphere of market relations (progress of the market environment). State influence on in-
novative entrepreneurship contains several aspects through market relations. These include increasing the
availability of domestic and foreign markets, the development of a competitive environment, the implemen-
tation of public procurement, as measures to stimulate industries with high local content.

4. Facilitate access to labor resources. This condition is connected with the behavior of the subjects of
innovative entrepreneurship in the labor market and their desire to acquire highly qualified personnel. It
forms stable labor relations about hiring and firing workers, about migration processes and interest in in-
creasing the potential of human capital.

5. Availability of new knowledge. This aspect is extremely important for innovative entreprencurship,
as it represents the main source of new opportunities in the innovation sphere. Access to knowledge reserves
encompasses public and private academic relations that fuel the activities of innovative entrepreneurs. They
relate to inter-firm scientific and technological cooperation, interaction between universities and industrial
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enterprises, investments in research and development, and other forms of investment in innovation processes.
In addition, such links allow the progressive development of intellectual property relations and increase the
penetration of information and communication technologies in the business environment.

6. Entrepreneurial ethics and business culture. The capabilities of entrepreneurs play a crucial role in
entering the market and predetermine the success of new enterprises, since they contribute to the emergence
of innovative approaches to the functioning of new industries, the introduction of innovations, as well as
training and adaptation to changing circumstances. The state should take into account the need to develop a
socio-cultural infrastructure, the elements of which are business support infrastructure, experience and skills
of businessmen and entrepreneurs. A special attitude towards entrepreneurship is also being formed. Culture
can also have an impact on innovative entrepreneurship, influencing the inclination and desire of people to
engage in entrepreneurial activity.
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E.A. CraBOynuk, A.C. Hypmaran6etoB

Kazakcran Pecny6iukacbiHIaFbl HHHOBAUMSJIBIK KICINKeEPJIiK:
WHHOBANMSUIBIK, 0€JICEeH Al KICIMOPbIHAAPABI JAMBITY YIIiH HHCTUTYHMOHAJIbI
HIAPTTAPJbI KAJBINTACTHIPYAAFbI MEMJIEKETTIH PoJIi

Makajiaia MHHOBaLMSUIBIK KSCIMKEPIiK CyObeKTiIepiHiH iC-OpeKeTiH AaMbITy jKoHe OeJICeHICHAIPYre BIKIa
eTeTiH MHCTUTYLUHOHAIbI aJFBIIIAPTTAP/bl KaJbIITACTHIPYFA MEMIJIEKETTIH KaThICybl KapacTbIPbUILIbL.
WHHOBalMSAbIK KAaThIHACTAPJbIH €PeKIIe aKTOPbl PETiHIeri WHHOBALMSIIBIK KOCINKEPIIiKKe aHBIKTaMa
Oeputren: OHBIH imIKi cUmaTTamanapsl aHbIKTaidFraH. En JkoHe eHipimik JAeHreigeri KasakctaHHbIH
MHHOBALMSIBIK OeceH i KOCIMOPbIHAAPBIHBIH YJIeC CaJMaFbl HEeTi31HIe HHHOBAIMSJIBIK MIPOIECTEPre MaFbIH,
opTa KoHEe ipi OWM3HECTIH KaThIHachl 3epTTenai. Typil ayKeIMAArbl KoCIIOpBIHIAp Tam OOJIaThIH,
MHHOBALMSUIBIK TIPOLIECTEPAl OOCCHACTETIH KAl )KOHE ePeKIe MIceeliep CHIaTTanagsl. OpTypili HHHOBa-
LUsIAp/Bl ICKE achIPaThIH KOCIMOPBIH ayKbIMBIHAH TOYENCI3 TypJe Ka3aKCTaHIBIK KOCIMOPBIHAAPIBIH
OHJIIPICTIK 1C-OpEKEeTTIH MHHOBAIMSIBIK CHIATHIH OuTIipeTiHi kepcerinredH. ConbiMeH Katap Kasakcranma
KQKETTI MIapTTapFa ue ipi KOMIaHHsIap JKOFapbl MHHOBALMSUIBIK OCJICEHIUTIKTI KOPCETETiHI aHBIKTaIFaH.
VHHOBaLMSUTBIK iC-OpEKEeTTiH AaMYbIH XKbUIIaMIaTyFa KaTbICThl MEMJIEKETTIK KaTBICYbIH OipHeme 6achIMAbI
GarpITTapbl OOJIiHINT KapacThIpbUFaH. VHHOBALMSJIBIK KOCIMKEPTiK YIIH HHCTUTYLHOHAIIBI JKAFIaiibl
KaJIbINTACTBIPY GapbIChIHAA MEMIICKETTIK OacKapy/bl XKeTiNAipy OOHbIHIIA YCHIHBICTAp XKAaCaJIFaH.

Kinm  co30ep: wMemiekeTTik 0Oackapy, WHHOBAIIWSUIBIK —Kocinkepiik, Ka3akcran PecmyOnmkacer,
HMHHOBAIMSUTBIK KBI3MET, YITTHIK HHHOBAIMSIIBIK XKYiie.
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E.A. CraBOynuk, A.C. Hypmaran6eros

HNunoBaumnonHoe npeanpuHnMarteabcTBo B Pecnydimke Kazaxcran:
PoJib rocyaapcTsa B GOpPMUPOBAHUM HHCTHUTYHHOHAJIBHBIX YCJI0BHUH
AJ1s1 pa3BUTHS HHHOBAINMOHHO AKTHUBHBIX NMpeANPUsITHI

B cratee paccMOTpeHO ydacTue rocyaapcTBa B CO3JaHUM HMHCTUTYLMOHAIBHBIX MPEANOCHIIOK, CIOCOOCT-
BYIOIIUX PA3BUTUIO M aKTUBM3AIUU JEATEIBHOCTU CyOBEKTOB HHHOBAIIMOHHOTO MpeaNnpuHUMaTenbcTBa. Ja-
HO OINpe/ie]IeHHe WHHOBAIMOHHOTO IMPEIIIPUHUMATENIBCTBA KaK CHEeU(pUIECKOr0 aKTopa MHHOBALIMOHHBIX
OTHOIIECHUH. BblieneHsl ero BHYTpeHHHE XapaKTepUCTHKU. VccaenoBaHO OTHOIIEHHE MAlloro, CPEAHEro U
KpymHOTOo OHM3Heca K MHHOBAMOHHBIM IIPOIlECCaM Ha OCHOBE Y/CNIBHOTO Beca MHHOBAI[MOHHO aKTUBHBIX
npennpuatiii Kazaxcrana Ha ypoBHe CTpaHbI M B pETHOHAIBHOM paspese. Omucansl odmue 1 0coObIe TIpo-
0JIeMBI, C KOTOPBIMH CTAIKHMBAIOTCS IPEIIPHUATHS PAa3HOTO Macmrada, TOPMO3SIIHE HHHOBAIMOHHBIC IIPO-
neccbl. OTMeYEHO, YTO, HE3aBUCHMO OT MacIiTaba MPeanpHsaTHs, OCYIIECTBISIONIETO Pa3INyHOTO BH/IA HH-
HOBAIlUH, Ka3aXCTAHCKKE MPEANPUHIMATENHN B OONIbIIEH CTENeHH AEMOHCTPUPYIOT UMUTAI[MOHHBIN XapakTep
MPOU3BOJICTBEHHOr0 MoBeAeHMs. Takke BBIIBIEHO, YTO HAMOOJBIIYI0 MHHOBALMOHHYIO aKTHBHOCTH B Ka-
3aXCTaHe MPOSBIAIOT KPYMHbIE KOMIIAHUM, 0OecreueHHbIe B OOJbIIeH CTENneHH HEOOXOTMMBIMH ISt 3TOTO
ycIOBUSMH. B miaHe yckopeHHs pa3BUTHS MHHOBAllMOHHOW JESATENBHOCTH BBLIECICHO HECKOJIBKO IPUOPH-
TETHBIX HAIPaBICHUI rocynapcTBeHHOro yyactus. CrenaHsl MPEAIOKEHUs 10 COBEPUICHCTBOBAHUIO roCy-
JAPCTBEHHOTO YIpaBJlIeHHs NpH (HOpMHUPOBAaHHN HHCTHTYIMOHAIBHBIX YCIOBUH Ui HHHOBAIIMOHHOTO IIpe-
NPUHIMATEIbCTBA.

Kniouesvie cnosa: rocyaapcTBoO, TOCyIapCTBEHHOE YMpaBIE€HHE, WHHOBAI[MOHHOE MpeANpHHUMATENbCTBO,
Pecny6nuka KasaxcTan, ”HHOBallMOHHAS! aKTHBHOCTb, HAIIMOHAIbHAsI MHHOBALIMOHHAS CHCTEMA.
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