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MODERNIZATION OF HIGHER EDUCATION AND
SCIENCE FINANCING SYSTEM IN KAZAKHSTAN

The education system is an essential component of the socio-economic system of the state, which
has an impact on all aspects of its activities. The influence of education on economic growth is proved by
leading Russian, domestic and foreign economists. The implemented reform in the sphere of higher edu-
cation is aimed at the simultaneous solution of a number of problems: first of all, to improve the quality
of education and training of personnel, integration into the international educational space, structurally-
substantial academic design is adequate to the needs of society, the state, employers, the individual.
Higher education and the science system are subject to radical changes in the world closely related to
the implementation of the idea of a knowledge-based economy. Funding plays a very important role
here, in fact its function and effect. The level of expenditures and the way of their distribution is today
about the potential of a given country. In the most developed economies, the financing of higher edu-
cation and science is closely related to the efficiency, needs of the enterprise sector and is a derivative
of healthy competition. This article is devoted to the problems of financing the education and science
systems in Kazakhstan in conditions of the formation of a knowledge-based economy. The main stages
of budgetary and extra-budgetary financing of educational institutions are considered. Studied models
of normative financing of education, features, problems and consequences of their implementation. The
article is intended for specialists in the field of economics, management and financing of the education
and science system.

Key words: financing of higher education, education and science, modernization of higher education.
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Ka3akcTtaHAa koFapbl 6iAiM MeH FbIABIMADBI KapXKbIAQHABIPYAbI XKaHFbIPTY

BiAim 6epy >Kyieci MEMAEKET KbI3METIHE >KaH->KaKTbl 9Cep eTeTiH, OHbIH MEMAEKETTIH SAEYMETTIK-
3KOHOMMKAAbIK, XKYMECIHIH MaHbI3Abl KOMMOHEHTi. biAiM 6GepyAiH 3KOHOMMKAAbIK, ©CIMre bIKMaAbl
peCenAiK, OTaHAbIK, >KOHE LIETEAAIK XKETeKLL SKOHOMUCTEPMEH ABAEAAEHTEH. biaiM 6epy caracbiHAAFbI
>KY3€re acbIpbIAbIM >XaTkaH pedopma Gipkatap MaceaeAepAi OipaAeH wetnyre GarbiTTaAFaH: 6iAim 6epy
MEH KaAPAAPAbl AabIHAQY CaracbiH KOTEpPY, XaAblkapaAblk, OiAiM 6epy KeHicTiriHe mMHTerpaumsaay,
KOFam, MEMAEKET, XXyMbICOepyLIiAep, )XeKe TyAFa KaKeTTIAIKTepiHe COMKEeC KypPbIAbIMAbI-Ma3MYHADIK,
AKAAEMUSABIK, PeTTey. FbIAbIMU ChIMbIMABIAbIFbI KOFapbl SKOHOMUKaHbIH, KAAbINTACYbIMEH GAMAAHBICTbI
3KOHOMMKAAbIK, pechopMarapAbl Xysere acbipyMeH OarAaHbICTbl SAEMAET PaAMKaAAbl e3repictep
GiAIM MeH FblAbIMFa CO3Ci3 acep eTeai. biAiM MeH FbIAbIMAbI Kap>KbIAQHABIPY ©6T€ MaHbI3Abl POA
atkapaabl. LLbIFbIHAQP A€HTei >kaHe OAapAbl TapaTy TOCIAAEPI AAIH BAEYETI TypaAbl MOAIMET bepeai.
PKakcbl AaMbIFaH EAAEPAE >KOFapbl GIAIM MEH FbIAbIMAbBI KAPXKbIAAHABIPY MHHOBALMSIABIK, iC-OPEKEeTTiH
TUIMAIAITIMEH ThIFbI3 GaAQHBICTbI XX8HE Ta3a 6aCeKeHiH TybIHAbICbI 60AaAbl. bya Makana KasakcraHaa
FBIABIMM CbIMbIMABIABIFbI >KOFapbl SKOHOMMKAHbIH, KAAbINTACY >KafAaiblHAQ GIAIM MEH FbIAbIM XYMeCiH
Kap>KblAQHAbIPY MBCeAeAepiHe apHaAraH. biaim 6epy mekemeaepiH BI0AXKETTIK >kaHe BI0AXKETTEH ThIC
Kap>KbIAQHABIPYAbI YIbIMAACTbIPYAbIH ©3repiCiHiH Herisri keseHAepi KapacTblpbiAFaH. biaiM Gepyai
KAP>KbIAQHABIPYAbIH HOPMAaTUBTI MOAEAbAEPI, OAAPAbIH epeKLUeAiKTEPI, MOCEAeAepi XKBHe OAapAbl
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>Ky3€ere acblpy CaAAapAapbl 3epTreAreH. Makana GiAiM OGepy >kaHe FbIAbIM KYMeciH 6ackapy >keHe
Kap>KblAQHABIPY, SKOHOMMKA CaAaAapbIHAAFbl MaMaHAAPFA apHaAFaH.
Ty¥iin ce3aep: >korapbl GIAIMAT Kap>KbIAQHABIPY, FbIAbIM XeHe BiAiM, XKoFapbl GIAIMAT >KaHFbIPTY.
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MerpHusau,uﬂ CUCTEMDI d)MHaHCMPOBaHMﬂ BbiCLUEero 06pa3OBaHMﬂ U HaYKU B KasaxcrtaHe

Cuctema o6pa3oBaHus SBASETCS BaXKHEMIMM KOMIMOHEHTOM COLIMAaAbHO-3KOHOMMUYECKO
CUCTEMbI TOCYAQPCTBA, OKa3blBalOLLMM BO3AENCTBME Ha BCE CTOPOHbI €ro AeiTeAbHOCTU. BAMgHMe
06pa3oBaHUsl HAa 3KOHOMWYECKMIA POCT AOKA3aHO BEAYLIMMU POCCUNCKUMM, OTEYECTBEHHbIMU
M 3apy6exkHbIMKU  yueHbiMu-3KkoHOMUCTamu. OcyuectBasgemas pedopma B cdepe BbICWIErO
06pa3oBaHUsl HampaBAeHa Ha OAHOBPEMEHHOE pelleHue psaa NpobAemM: MpexAe BCero, Ha
NoBbIleHME KadecTBa OOyueHus M MOAFOTOBKM KAAPOB, MHTErpaumio B MeXAyHapoAHOe
o6pasoBaTteAbHOE MPOCTPAHCTBO, CTPYKTYPHO-COAEP KATEAbHOE aKaAemMmuyeckoe OgOopMAeHue
AAEKBAaTHO MOTPeOGHOCTAM 06LIeCcTBa, rocyAaapcTBa, paboTtopareAen, AMYHOCTU. HecomHeHHo,
o6pasoBaHMe M Hayka 0OoAee MOABEpP>XKEHbl PAAMKAAbHbIM WM3MEHEHUSIM B  MWPE, TECHO
CBSI3aHHbIM C peaAM3aumelrt 3KOHOMMYeCKMUX pedopM MO CTAHOBAEHUIO HAyKOEMKOWM 3KOHOMMKMU.
®DuHaHCHpoBaHMe Hayku 1 06pa3oBaHus UrpaeT 3AeCb OUYEeHb BaXKHYIO POAb. YPOBEHb PacXOAOB U
cnocob nx pacnpeAeAeHmns CEroaHs FOBOPUT O MOTEHLMAAE AQHHOM CTpaHbl. B HanboAee pa3BUTbIX
cTpaHax (hMHAHCUMpOBaHMe BbiClero o6pa3oBaHMs M HaykKuM TECHO CBSA3aHO C 3(PPEKTUBHOCTbHIO
MHHOBALMOHHON AESITEABHOCTM U SIBASIETCS MPOM3BOAHBIM OT 3A0POBOM KOHKYPEHLMU. AaHHas
CTaTbsl MOCBsUleHa NpobaemamM (UHAHCMPOBaHMS cUCTeMbl 06pa3oBaHms U Hayku B KasaxcTaHe B
YCAOBUSX CTAHOBAEHMSI HAYKOEMKOM 3KOHOMMKU. PaccMaTpuBalOTCS OCHOBHbIE 3Tarbl U3MEHEHUS
opraHmn3aumm GI0AXKETHOrO U BHEGIOAXKETHOro (PUHAHCMPOBAHMS 06PA30BATEAbHbIX YUPEKAEHUIA.
MccaeayioTcsl MOAEAM HOPMATMBHOIO (huHaHCMpoOBaHMs o6pa3oBaHmns, 0COBEHHOCTH, NMPOOAEMDI
M MOCAEACTBUS UX peaamnsaumu. CraTbs OPUEHTUPOBAHA HA CMELMAAUCTOB B 0OAACTN IKOHOMMUKM,

yrnpaBA€HUNAa n CbVIHaHCMpOBaHVIﬂ CUCTEMbI O6pa3OBaHVI9l M HayKW.
KAroueBble cAaoBa: CbVIHaHCl/lpOBaHl/Ie BbiCLUEero o6pasoBaHm|, O6pa3OBaHVIe M HayKa, MOAEPHN3aUn4a

BbICLLEro o6pasoBaHm|.

Introduction

Kazakhstan has practically wused simple
development reserves and is entering a period where
innovation is of key importance. Meanwhile, there
is no doubt that the level of studies is usually poor,
the number of graduates do not increase innovation,
also the contribution of Kazakhstan science to the
development of the economy is extremely modest
and cooperation with enterprises is marginal.
Since for 20 years of free Kazakhstan we have not
managed to create an effective system that ensures
a high level of science and higher education, now
we must learn at an accelerated pace from those
who can and be ready to introduce bold solutions.
The priority of our country should be today the
introduction of effective, just and rational financing
of education and science.

In the 2016/2017 academic year, 477074 were
educated in 130 higher education schools of all
types of students. The dominant position in the
revenues of Kazakhstan universities is the revenue
from didactic activities. When analyzing revenues, it

should be noted that when it comes to revenues from
research activities, they are strongly concentrated
in a small group of universities: 25 universities
receive 84% of funds for research, and 50% of all
funds go to 8 universities. At the same time, the
same 25 universities receive as much as 62% of
all revenues from didactic activities. Universities,
which receive most of the funds for research, are
therefore not, as in other countries, specialized
research units sporadically dealing with didactics.
The concentration of funds for research activities at
these universities results rather from the large scale
of their didactic activity (Badat C., 2012: 98; Bruce
D., 1999: 405; Palier B., 2010: 119). It is also worth
emphasizing the fact that the revenues from scientific
and research activities of public universities in 2018
amounted to over KZT 2 billion, and only a small
part of these funds came from sources outside the
budget (for universities alone it was only about
4% of total revenues, for polytechnic a dozen or so
percent).

The research and development spheres in
Kazakhstan include the following types units:
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— scientific institutions of the Kazakhstan
Academy of Sciences including scientific institutes
and independent scientific institutions,

— research and development units (abbreviated
as JBRs),

— private entities whose main activity has been
classified to “Science” Law,

— higher education: public and private R & D -
within this scope in business

— science service units (scientific libraries,
archives, associations, foundations, etc.),

— development units,

— other units.

Methodology

The basis of the dissertation research is the
scientific works and practical developments of
domestic and foreign scientists on the financial
problems of higher education. The methodological
basis of the study was economic laws and regularities,
fundamental provisions and concepts of financing
higher education. The main instrument of the study
was the methodology of the system and program-
target approach to financing higher education.

In the process of research, the following
methods were used: economic-statistical, abstract-
logical, expert, mathematical modeling, methods
of comparative analysis, groupings, classifications,
average values, graphic images, and others.

The information base of the research was
legislative and normative legal acts in the field of
education, as well as regulating higher education
finances, state and departmental statistics data,
reporting and analytical materials of the Ministry
of Education and Science of the Republic of
Kazakhstan, its subordinate national centers, higher
educational institutions.

Literature review

As it can be seen, the change in the structure
of higher education fiancialization is needed
immediately, because the funds allocated do not
translate into the international level of Kazakhstan
universities. In recent years, we have seen significant
changes in funding systems in many countries.
To cope with the rising costs, which are the result
of, inter alia, an increasing number of students,
new technologies and diversified specializations,
European higher education institutions have two
alternatives to maintain or improve their level of
funding. They can demand additional funds from
governments or raise funds from private entities.
With regard to the latter, they can take one of two
forms. First of all, these are expenses of students
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and their families not only in the form of tuition,
but also in the form of fees for auxiliary services,
such as accommodation or meals. Second, from
private  enterprises, non-profit organizations
and work organization (Coughlan F., 2007: 77,
Hochschild F., 2001: 119; Morel N., 2007: 618).
All these expenditures constitute the private sector’s
contribution to the financing of higher education
institutions. However, it should be noted that even
when educational institutions receive funds from
private entities, this does not mean that they were
not originally from the government, eg in the form
of transfers or social benefits. On the other hand,
if we look at public budget expenditures, they are
mainly intended for: financing the costs of teaching,
operations and investments as well as research and
development: including investments in equipment
and equipment. In the European Union, higher
education is largely financed from the public sector
— this applies to over 70% of students in the whole
community. Greece, Norway, France, Finland,
Sweden, Ireland and Denmark are countries
where public funding is almost the only source of
financing for higher education (University of the
Witwatersrand, 2008: 108). Nevertheless, looking
at the United States, Japan or the South Korea the
situation is reversed — the advantage of private
spending: in the United States — 1.9% of GDP, South
Korea. — 1.9% of GDP (United Nations, 2005: 602).
And let us remember that these countries are the
leaders in terms of innovativeness of the economy
and effectiveness of education (Korotayev V., 2010:
118; Hsiao C., 2003: 160; Gavanas A., 2013: 105;
Hiilamo H., 2015: 145).

Results

When analyzing the structure of financing R &
D expenditures in Kazakhstan, we can see that it is
practically a reversal of the proportions assumed
in the Lisbon Strategy and the proportion of the
most developed countries (USA, South Korea,
Japan). Public funds from the state budget still hold
the dominant position. In addition, in Kazakhstan
we observe a low share of development work in
expenditure on research and development. And yet
it seems legitimate to treat the share of these works
in general R & D expenditure as a specific measure
of the so-called proximity to the market of scientific
activity in a given country (Badat C., 2008: 160;
Tollman S., 2007: 4).

Analyzing  research  and  development
expenditures in this respect, it is easier for us to
determine the degree of connection between the
world of science and the world of enterprises, and
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thus answer the question whether research conducted
by individual research units meets the demand
reported by the production and services sector.
One can assume the hypothesis that the higher the
proportion of applied and applied research is, the
greater the chance that the results of these works will
find their practical application in the production of
goods and services, thus contributing to increasing
the innovation of the economy (Yaffee R., 2003:
180, Markus G., 1979: 279, Pavolini E., 2008: 246).

There is a great deal of international Kazakhstan
higher education and Kazakhstan science and one
could create their entire catalog, but for the purposes
of this study, the Authors will focus on, in their
opinion, two key one (Ballim Y., 2008: 230; Baltagi
H., 2005: 240). The first one concerns the impact of
Kazakhstan science and is reflected in the number of
publications and the percentage of citations.

The weakness of Kazakhstan science
demonstrated above encourages resignation from
subsidies. The transfer of expenditures on scientific
research should be carried out with the help of
grants open to all (Hughes G., 2001: 460; Morel N.,
2015: 133). From year to year, the subsidy should be
limited (even by 10% less per year) to competitions.
Kazakhstan found itself in a period where innovation
would determine its economic position in the world.
For this reason, the proposed changes should happen
very quickly, eg within 2-3 years, but it is probably
unrealistic (Barnett R., 2000: 488; Castells M.,
1996: 169; Hall P., 2001: 480). At the same time,
you should be rewarded for efficiency and high level
of research. Following the example of Finland, the
research team and its employer should receive a
bonus / payment for:

— number of international publications, number
of citations in magazines scientific

— the amount of funds obtained for research
projects obtained on the competition basis and from
other sources

—scope of participation in international scientific
and research projects

— amount of orders obtained from the economy, etc.

— effects of implementing research results
(licenses, copyrights, services provided, etc.)

Such a system of financing science will make
today the dispersed potential of high quality
staff will be integrated (Plantenga J., 2009: 240).
Effective research teams will grow in strength,
and universities and research institutions will
be interested to hire them. In this way, flagship
centers of Kazakhstan science will be created and
this is a more effective way than administrative
nomination.

It is in these centers that you can conduct studies
at a high level and the state should be interested in
better financing the studies conducted there.

Comparative analysis of higher education and
science funding systems leads to the following
conclusions:

1. In countries where learning and study are at
a high level of funding system clearly differs from
Kazakhstan

2. The main cause of so many diseases is the
lack of healthy competition in the sphere science
and higher education. It is amazing that referring
in year’s transformation of so many successes
in various areas of life - thanks to the mentioned
competition - we isolated from it the key area for the
prosperity of Kazakhstan. We need to emphasize this
once again: the key to the success of our country is
the introduction to the sphere of science and higher
education principles of fair competition, and this
competition in this case must concern competitive
access to public money.

There are no reasons or structural reasons that
would make it impossible introduction of such pure
competition to Kazakhstan higher education. What’s
more, it is not necessary to change the existing
laws, despite their certain weaknesses, or spending
additional funds.

Finally, we want to make it clear that although
we represent a non-public university, our goal is not
to defend the private sector at all costs. We even
think that many of them are schools of shame and
should disappear. However, we argue that without
private schools, it is impossible to create a fair
competition, which is a prerequisite for an increase
in the level of study and the quality and efficiency
of science (Dwolatsky B., 2008: 147; Wilson A.,
2008: 234; Porter A., 2011: 485; Al Shami L.,
2014: 1; Maddala K., 2009: 250: Baltagi H., 1992:
561). Employees in the public sector have to feel
the breath of competition on their backs, they must
lose certainty as to the stability of the job and finally
didactics cannot be a source of such easy and good
income.

Our solutions will ultimately make the budget
support better, whether public or private. In addition,
we also hope that it will effectively eliminate the
bad ones.

We believe that funds for science and higher
education should be significantly increased, but
only after the introduction of fair competition rules,
when we develop effective tools that increase the
level and effectiveness. In addition, funding sources
should be diversified, including creating a system
that encourages companies to invest.
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We express our conviction that the proposed
solutions will also serve large public universities.
Although the number of students will drop, funds
for research and development projects will increase
significantly. At the same time, the Rector’s
strong authority will enable the multiplication and
development of good research teams at the expense
of the latter. Good big universities have to stop
participating in the race that will develop more and
faster. They should show their effectiveness in the
race for scientific and development achievements.
They should also train staff for other universities. The
above proposals may also be treated as a necessary
transition period, preparing for further-reaching
solutions, even those proposed since 2015 by the
Ernst & Young Business Advisory consortium and
the Institute for Market Economics - authors of the
Strategy for the Development of Higher Education
in Kazakhstan by 2020.

Conclusion

As a summary, the following design aspects can
be derived:

Finance Sources

The increase of the finance volume from other
than state sources is generally assessed to be positive.
There is scepticism concerning the implications for the
performance areas, e.g. emphasis on some areas and
neglect of other areas (which might be important for
society but are not “profitable”). There are conflicting
views as to the (desirable) extent of attainable volume
of third party resources. Opportunities to open further
sources as e.g. to generate funds from investments
and commercialisation of know how or tangible
assets are seen to be rather limited. The increase of
state competitive budget is favoured by a majority
of the stakeholders. It is viewed to be of advantage
in the areas of research and the development and
exploitation of the arts.

Funding Orientation

Performance oriented funding is a major feature
of the funding system, therefore it is focused on
university output. However, there are also input-
related criteria used to determine the budget volume.
There is scepticism concerning the measurability of
university outputs and the use of measures as basis for
budget volumes. At the present, outcome orientation

does not play any role: pertinent information can not
be generated and there is no experience concerning
the effects of the new system.

Budget Volume

There is a broad consensus that the state budget
volume is low or too low. There is the demand for
an increase in order to perform in sufficient quality
and quantity. However, the given budget volume is
also seen conducive to the realization of potentials
of rationalization, economies and synergies.

Funding Instruments

Which instrument is seen to be more appropriate
for the allocation of financial resources depends
(amongst others) from the question “who has to take
when which type of decision”: the formula is based on
past decisions on the relationship between funds and
performance, resources needed in principle, demand
and other criteria. At the time of the calculation of the
formula-based budget no decision is taken any more.
On the other hand, performance agreements and peer
review procedures are determined by decisions of the
negotiating parties and the reviewers. A crucial factor
is the reference point of time of the instruments (this
can be the past, the present or the future), i.e. past
performance or input data or future criteria of goals
and objectives are used as calculation basis. Another
issue is the degree of the specific costs and efforts
required for the use of instruments (e.g. transaction
costs) and which benefits result. The study results
show that peer review procedures are appropriate
and effective for research and development and
exploitation of the arts. Formula-based budgeting
procedures are seen to be appropriate for the area of
teaching. The performance agreement is viewed as
instrument which, in principle and generally, is useful
and effective for resource allocation in decentralised
systems.

As overall conclusion it can be stated that in an
objective way “the optimal funding system” does
not exist and can not exist: the assessment of any
system is always dependent from various interests,
intended goals and the respective views. Concerning
the design alternatives of the funding system, the
study results indicate that there are various and
contradicting ways and means. The majority of the
interviewees would now prefer a phase of stability
and consolidation which is seen to be useful and
necessary.
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