H3zeecmua Hayuonanvnoti Axademuu nayx Pecnyénuxu Kasaxcman

NEWS
OF THE NATIONAL ACADEMY OF SCIENCES OF THE REPUBLIC OF KAZAKHSTAN

SERIES OF SOCIAL AND HUMAN SCIENCES
ISSN 2224-5294
Volume 5, Number 309 (2016), 90 — 97

N. Kurmanov', A. Rakhimbekova', A. Makhatova?, U. Aliyev’

'Kazakh University of Economics, Finance and International Trade, Astana, Kazakhstan;
“University Narxos, Almaty, Kazakhstan;
* Academy of Public Administration under the President of the Republic of Kazakhstan, Astana, Kazakhstan

e-mail: p.a.kurman@mail.ru

HIGHER EDUCATION SYSTEM IN THE CONDITIONS OF
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Abstract. The article is devoted to the modernization of economic relations in higher education at the stage of
the intellectual potential as the basis for innovative development of the country. Education is one of the key
resources to ensure economic growth and prosperity of the country, while its value is constantly increasing. In the
article the authors identified key factors affecting the ability of companies to implement innovation. The shortage of
qualified personnel is the most limiting factor in the development of innovative economy. In this regard, the
problems of functioning and development of national systems of higher education needs to be given special attention.

Keywords: ecducation, higher education, intellectual resources, innovative cconomy, the Republic of
Kazakhstan.

1. Introduction

Based on the classification by the World Bank, Kazakhstan is an upper-middle income country, with
its GDP per capita equal to approximately USD 13,000 in 2014 (24,205 USD based on the purchasing
power parity in 2014) [1]. Kazakhstan is a big country with a small population. It is a country rich in
resources with huge reserves of oil, gas, minerals and nonferrous metals. The country has shown such a
sustainable growth in mining oil and gas condensate in the past decade that by 2020 Kazakhstan can
become one of the leading suppliers of hydrocarbon. Due to major direct foreign investments into the
mining sector, an increase in the volumes of export of raw materials and import of equipment has
improved economic transparency. In 2013, the ratio of exported goods (percentage of GDP) reached
38.25% [1]. The oil and gas export comprises 60-70% of Kazakhstan’s total exports [2].

The collapse of the Soviet Union was later followed by a sharp decline in the volumes of production
which led to economic instability. Nevertheless, for the past decade Kazakhstan has shown very good
economic performance: the annual growth rate of GDP averaged 10% in the period of 2000-2007. The
growth stopped in 2008 due to the negative impact of the world economic crisis on external financing and
decreasing raw material prices. After a sharp decline in 2008, the economy had recovered only by 2014
when GDP increased by 4,3%.

In 2015, low oil prices and hard terms of accessing finance lead to a 1.1% fall in the GDP again,
which creating geopolitical tension.

The mining of raw materials has given an impulse to the growth of Kazakhstan’s economy. As a
result, the government has stressed on the necessity to develop other dimensions of growth and gain an
economic competitive advantage. As a solution to the problem of enlarging the dimensions of economic
activities, recourses are given in order to modernise the economy and reconstruct the infrastructure.

Nowadays, the share of innovation-active enterprises of all enterprises in Kazakhstan is equal to
8,1%. In comparison, such shares make up to 50% in the USA, while Germany (79,3%), Sweden (60%),
Finland (58%) have the highest shares among the EU countries. The average share of innovation-active
enterprises in the European Union is around 53% [3].
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In Kazakhstan, innovation activity of all enterprises of the real economy remains very low.
Innovative entreprencurship doesn’t define the overall economic climate relevant to SMEs: in 2014, the
contribution of SMEs to the economy made up to 1,5% [4].

Currently, the economy of the Republic of Kazakhstan is showing an unstable economic growth and
is still oriented on the mining industry. This restricts transformation to a new quality level of economic
development and implementation of innovative reforms in the economy to gain a competitive advantage
and slows down positive structural changes. In times of economic stagnation caused by fluctuations on the
raw materials markets, further integration of economic reforms makes it possible to turn Kazakhstan into a
competitive and innovative economy. In order to realise these opportunities, it is important to set
innovation goals, formulate institutional terms and mobilise the innovative potential for a successful
transformation.

2. Brief Literature Review

Many economists and practitioners focus their attention on the scientific support of innovation
management in the economic and social spheres. Individual theoretical and practical aspects are
considered in the works by Bianchi et al. (2010) [5], Rothwell and Dodgson (1991) [6], Acs et al. (1997)
[7], Edwards et al. (2005) [8], Jenkins (2009) [9], Cakar and Ertiirk (2010) [10] and others.

Krasikova et al. (2014) [11], Kurmanov et al. (2015) [12], Yeleussov et al. (2015) [13] have made a
great contribution to the theory of innovation within the changing paradigm of higher education.

Kazakh scientists, among whom are Dana (2010) [14], Radosevic and Myrzakhmet (2009) [15],
Smirnova (2013) [16], Kurmanov et al. (2016) [17] also try to determine factors that impact the innovative
activity of SMEs. However, a significant number of scientific issues related to the effective state
management of innovative processes within the economy remain outstanding in the context of
Kazakhstan.

3. Methods

In order to evaluate key factors, which have an influence on innovation activity of SME, Committee
on Statistics of MNE RK statistical data was used. Results of research were derived from: the sample
group analysis of 31,784 SMEs in 2015 and 8,022 SMEs in 2004 SMEs holding their activities in the
Republic of Kazakhstan, statistical data, expert’s opinion on the innovation potential of the State. The
research methodology is based on the processing of secondary data that makes it possible to conduct a
preliminary analysis of the problems.
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Figure 1 - Innovation activity of Kazakhstan enterprises (share of innovative products in GDP,
and share of innovation led enterprises among all enterprises)
Source: Committee on Statistics of MNE RK, http://stat.gov.kz
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4. Results
4.1 Innovative activity in Kazakhstan
In 2015 in relation to 2005, shares of innovation active enterprises had increased from 3,4% to 8,1%

(Figure 1).

To draw comparison: in USA shares of innovation active enterprises make up to 50%; among the
European Union countries highest shares have Germany (79,3%), Sweden (60%), Finland (58%). Medium
share of innovation active enterprises in the European union compiles around 53%.

Research and development expenses are one of the main indicators of innovation activities. Leaders
of this indicator are USA (415 billion USD), China (208.2 billion USD), Japan (146,5 billion USD),
Germany (93,1 billion US dollars).

It is necessary to mention the quick growth of research and development expenses in China.
Compared to 2008, this indicator has increased by 1,7 times. Kazakhstan is lagging behind technologically
developed countries on the scale of research and development expenses. However, compared to 2011
growth of expenses on research and development in 2013 (61,7 billion KZT) was 42,5 % [3].

It should be noted that the innovation development in Kazakhstan is restrained by the lack of
personnel, capable to manage innovation processes and projects. Despite positive statistics in the scientific
sector, science staff in Kazakhstan requires effective State support and additional stimulation.

Low involvement of SMEs in Kazakhstan in the implementation of innovations urges the need to
determine the relevant factors and take measures to develop innovation-active processes at SMEs.

Table 1 contains data on evaluating factors affecting innovation activities in the period of 2004 to
2015.

Data of the 11-year period demonstrates change of SMEs opinions on factors, influencing SMEs
opportunities in carrying out innovation activities.

Table 1-Factors aftecting innovational activities, in % of total number of enterprises

2004 2015
Low innovative potential of the enterprise including the shortage | 21,8% 37,5%
of financial assets
and competent personnel
Shortage of financial assets from external financing resources 27.2% 1%
Innovations are regarded unnecessary due to the lack of demand in | 10,4% 342%
innovations
Innovations are regarded unnecessary due to earlier innovations 18,8% 6,2%
Lack of information on technologies and markets 14% 0,3%
High economic risk 20,2% 4%
Source: Calculated by the authors based on [4]

According to the enterprisers the most critical factors were: lack of financial resources, and
competent personnel. These two factors were mentioned by 37,5 % of questioned SMEs in 2015 and
21,9% SMEs in 2004,

In 2004 SMEs were highly dissatisfied with loan funds. In 2004, 27,2 % of respondents mentioned
high interest to borrowed capital. However in 2015, only 1,0% of questioned SMEs, selected the shortage
of financial assets, restricting innovation activity.

High economical risks of implementing innovations were selected as one of the significant factors (in
2015 -4,0%, in 2004 - 20,2%).

The following matters for innovation led by SMEs are essential: they find it unnecessary to
implement innovation due to the lack of demand for innovations (in 2015- 34,2%, in 2004 - 10,4%), and
due on earlier innovations (in 2015 - 6,2%, in 2004 - 18,8%).

Another critical matter was the lack of information on new technologies, and undeveloped corporate
communications. 0,3% in 2015 and 14% in 2004 of SMEs have stated these problems.

The conducted analysis has shown a very low innovation activity of small and medium-sized
enterprises in Kazakhstan compared to other countries.
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Business communities shall recognize that companies™ ability to implement innovations can be a
powerful trigger to competitive advantage and process effectiveness, which are so important for small
companies which have the understanding that research and development expenses are investments into
future development [18].

It is important to note that all factors determined in this paper were also listed by other researchers
and experts, which only confirms the importance of the relevant issue. Low innovative activity of SMEs
together with growth factors must be reevaluated by the government. The implementation of effective
financial mechanism, training and development of personnel, amendments to laws and regulations,
development of small and medium-sized enterprises are impossible without institutional changes with
regard to not only innovation-led enterprises but also to businesses in general.

4.2 Higher education development in Kazakhstan

Thousands of businessmen and entreprencurs completed training and received professional
management education based on programs of Kazakhstan business schools.

The quality of education has a direct impact on improving the enterprises competitiveness and
enhancing the business climate in the country.

According to the World Bank rating, Kazakhstan's achievements in business education have a
positive trend. Thus, for example, in 2009 the country was ranked 64", whereas in 2014 it was ranked 50™.
According to the global ranking "Doing Business-2015" of the World Bank, which covered 189 countries
worldwide, Kazakhstan occupies 77" position in terms of the overall business climate [1]. However, the
rating downgrade is due to a change in methodology for calculating the index.

The increase in the country’s competitiveness index may also indicate the improvement of the
business education quality.

According to the «Global Competitiveness Report 2014-2015» published annually by the World
Economic Forum (WEF), Kazakhstan again was ranked 50" with an average score of 4.4, holding steady
results of the previous year and being ahead of Russia (53™ position), Ukraine (76" position), and
Armenia (85" position). Competitive advantages of Kazakhstan, according to WEF experts, still are labor
market efficiency (15™ position, 2013-15) and the macroeconomic environment (27™ position, 2013-23).

In terms of higher education and professional training index, which indicates the involvement of the
population in secondary-level and higher education, training quality and professional development,
Kazakhstan is at the average level [19].

The sharp decrease of the indicator by 8 grades is due to lowering the involvement of population in
secondary school from 101.9% to 97.7% (42, -13), as well as staff development (-6 positions).
Respondents' opinions about the quality of the education system slightly improved from 3.4 to 3.6 points
(76, +12). It should be noted that in comparison with the results of last year, the percentage of
respondents, who indicate low-skill of personnel as the most problematic aspect of doing business, has
significantly declined down to 6.8% from 13.3% in 2013 [20].

As for the quality of management schools, Kazakhstan is ahead of most CIS countries, including
Russia, though behind the Ukraine and the Baltic countries. In terms of personnel development,
Kazakhstan is second only to the Baltic countries (Table 2).

Table 2 -The competitiveness ranking of some CIS countries as pertaining to higher education and training
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Indicator gl &g 2| E| 2| & 2| F| F| E
Higher education and personnel training 62 39 84 75 40 88 20 90 31 26
Quality of management schools 92 104 125 116 88 108 48 124 52 60
Quality of the education system 76 84 103 86 72 58 35 104 65 55
Personnel development 62 89 120 119 92 103 36 94 33 50

Source: Calculated by the authors based on [20]
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Thus, it is logical to assume that the positive changes in the business environment are largely due to
an increase in the quality of national business education.

At the same time, the results of an opinion poll, held by the Department of Students Affairs of
"Kesipkor" Holding, show that about 63% of Kazakh employers are not satisfied with the graduates
training level. Besides, 44.5% of employers noted that in general they are not satisfied with the level of
graduates training in Kazakhstan. At that, 18% of employers noted that today’s business education does
not meet modern economy requirements and needs. The study showed that 32% of employers cannot fill
their vacancies with suitable personnel [21].

The effectiveness of business education in the Republic of Kazakhstan can be judged by the results of
the survey taken by participants of "Business Advisor" project, who were trained from 2011 to 2013, as
well as by monitoring of their business activities (Marketing and social research agency «Damu Research
Group», 2013). Based on a questionnaire and a telephone survey, most students (64%) assess the level of
course taught as "very high". In fact, 98% of the participants agreed with the following statement: "During
the workshop I got a lot of new and interesting information". Another statement: "Workshop’s topics
directly reflected the specifics of my job" also has received high positive assessment: 85% in 2012 and
70% in 2013,

According to the survey carried out among the "Business Advisor" project participants, the greatest
interest of all "CST-2020" projects was caused by the topic "Subsidizing the interest rate on the loan",
which accounted for 68% of all the respondents. The second most important topic for entreprencurs was
"Ensuring lending", accounting for 59%. Besides, almost 43% of entreprencurs, who completed short-term
courses, would like to seek service support within a framework of "CST-2020" projects. The lowest
interest was caused by the "Damu-Startup" project; just 12% of respondents expressed their interest in this
product, probably due to the fact that this area is relatively new and target audience yet did not have time
to learn all the benefits of this service.

With regard to business education in MBA programs, it has the potential demand mostly among
professionals or company managers, who wish to enhance their professional skills and to achieve certain
career goals. On the other hand, the need to acquire additional knowledge in business is required also by
self-employed professionals and business owners. The age of this target audience ranges presumably from
25 to 39. The values of this group are based on the career and professional development, therefore for
them MBA is a topical product to meet their needs.

According to the research, which is presented by Kurmanov et al. average progress skills of students
in acquiring various courses is as follows: special skills (according to the learned course within the
program) (50%), leadership (37.5%), teamwork (33%), oral communication (19%), planning (19%), and
project management (19%) [20,21].

Currently, many Kazakh companies lack qualified professionals. Negative trends in the education
system are dramatized by structural problems, including outdated models of educational process
management, as well as lack of up-to-date teaching and administrative personnel.

The following challenges can be highlighted as the main problems hindering the development of
business education in the Republic of Kazakhstan, (Kozhakhmetov, & Kurinkeeva, 2012).

The lack of MBA programs at the National Universities;

The lack of research on business education in the Republic of Kazakhstan;

The lack of development strategy of education in Kazakhstan;

The lack of professional rankings of business schools and programs;

The poor quality of the students selection for the program courses (students without practical
managerial experience are usually admitted for training);

The lack of qualified teachers, practitioners and educators teaching in the Kazakh and English
languages;

The lack of internationalization of higher education teaching personnel (domestic teachers do not
teach abroad);

The lack of students international mobility (both Kazakh and foreign),

The lack of career centers at business schools for MBA graduates;

Business education is not considered as the business infrastructure element;

The lack of national standards of business programs (MBA and DBA);

The programs lack practical component, i.¢. Kazakhstan-oriented cases;
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The lack of state educational grants for MBA and DBA programs;

The high concentration of business schools (more than 80% of MBA programs are held in Almaty);

Non-transparency of the business education statistics;

High rates of educational loans;

The lack of professional associations of business schools.

Currently, there are following trends in Kazakhstan’s business education market:

In bachelor degree courses:

Increased competition between universities, providing training in the field of economics.

Reduction in the number of students trained in the field of economics.

Reorientation of prospective students towards technological specialties.

Low birth rates during the period from 1990 to 1999.

Increase in number of students wishing to pursue higher education abroad.

Strengthening the orientation of students on economic universities with a high level of graduates
employment.

In master degree courses:

Increase in the number of MBA students.

Increasing competition between local and foreign business schools.

1* group - Kazakhstan business schools and universities;

2" group - Russian business schools;

3" group - Western business schools.

Increasing integration into the world system of business education.

MBA dual degree programs;

Organization of field module at a partnership business schools;

Foreign higher education teaching personnel;

International accreditations.

Increasing government regulation of MBA programs in the short term perspective and the reduction
of state regulation in the long run.

In DBA programs:

Increasing integration into the international business education system;

Creation and development of national programs, including those in national language;

Strengthening governmental regulation of DBA programs in the short term perspective and the
reduction of state regulation in the long run.

In short-term courses:

A dramatic increase in demand for short-term programs.

Increasing focus on corporate workshops as compared to public ones.

Increasing specialization of consulting companies. The demand will become systematic, the market is
clearly structured (consulting companies will not be able to develop all approaches at once, and thus will
be forced to focus on a few basic services).

5. Conclusion

Integrative processes provide an opportunity for Kazakhstan to expand its markets and increase its
capacity for innovation. Competitive pressure creates a huge incentive for Kazakhstan enterprises to
innovate. To take full advantage of these opportunities, it is necessary to make effective policy measures
to support further modernization and diversification of the economy.

The questions regarding innovative processes, management improvement, and innovative
achievements are now becoming more relevant. They require the participation of the various layers of
Kazakh society. At the same time, as evidenced by the latest Kazakhstan experience, the coordinating and
controlling (combining) role of the state in this arca is becoming increasingly important and serves an
inherent function.

In conclusion, it should be noted that today's education market includes strongest players, who have
the ability to provide exclusive educational product that has practical significance and is designed for each
individual economy sector. Business schools in the Republic of Kazakhstan must be more actively
involved in improving the system-related economic and business education. They must govern its
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legislative and state education policy, improve education towards its internationalization, enhance and
deepen cooperation with the business schools worldwide.
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Makagaga aBTOPIAPMCH  KOCIMOPBIHAAPABIH ~HHHOBALMSIBIK  JKOHOMHKAHBIHIAMYBIHA OCCP  CTCTIH
(axTopmapabH Oipi KOFApPFBI OLNIKTI KaapmapAbeH skericmeyurimiri. Con ceOCHTeH,)KOFApFel OLTIMHIH YITTBIK
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Kazaxcran PecryOnmKachIHBIH HWHHOBALMSUIBIK 3CPTTEYMAKCaThl SKOHOMHKACHIH KYpyBI INAPT HETIi3iHIC
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H.A. Kypmanos ', A.E. Paxumbexopa ', A.B. Maxarosa %, V. XK. Asmes *

"Kasaxckmil yHHBEPCHTET SKOHOMUKH, (DHHAHCOB H MEKIyHAPOIHOM TOPTOBIH; - YHHBepcHTET «Hapxo3»;
’ AkazeMucit TOCYJAPCTBCHHOTO yrpasicHuA npH [IpesnacHre Pecnyomiku Kazaxcran

AHHOTaHI/Iﬂ. Crarbsa IOCBAIICHA r[po6neMe MOACPHU3AIHUHA IKOHOMHICCKHUX OTHOIICHUH B CUCTEMC BEICIICTO
00pa3oBaHug Ha STane (JOPMHPOBAHHSA MHTCIUICKTYAIBHOTO MOTCHIMANA KAK OCHOBBI MHHOBALMOHHOTO PA3BHTHA
crpanbl. OOpa3oBaHHC SBIACTCA OJHHM H3 KIFOUCBBIX PECypPcOB, 0OCCHECUMBAOIIMX 3KOHOMHYECKHH POCT H
MPOLBETAHUE CTPAH, IPH 3TOM €ro 3HAUCHHEC HEMPEPBIBHO BO3pacTacT. B cTarbe aBrOpaMH OBLTH BBIABJICHBI
KJIKOYCBBIC (I)aI(TopI)I, OKa3bIBAKOIIHEC BIMAHHC HA BO3MOXKHOCTH npe;:mpn;nnﬁ 0 OCYICCTBJICHUEO I/IHHOB&HI/IOHHOfI
JesaTenpHOCTH. HexBaTrka KBaan(UIMPOBAHHBIX KAAPOB SIBILICTCS HAWOOJICE CACP)KUBAOINUM (PAKTOPOM pPazBUTHSA
WHHOBALIMOHHOM 3KOHOMMKH. B 3T0# CBs3m, mpoOxeMaM (PYHKIMOHHPOBAHHS W PA3BHTHS HAMOHAIBHBIX CHCTEM
BBICIIIETO 00PA30BAHMUS HEOOXOMMO YICIHTh 0CO00C BHUMAHNE.

Llenpr0 JAHHOTO HCCICIOBAHHS SBISCTCA BBIIBICHHC OCOOCHHOCTCH M NMPAKTHYCCKHX PEKOMCHIALMH MO
Pa3BHTHIO CHCTEMBI BBICIIICTO 00PA30BAHM B YCIOBHAX (JOPMHUPOBAHNS HHHOBALIMOHHOMN SKOHOMHKH B PecmyOnmke
Kasaxcran.
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