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Sustainable development of innovations in Kazakhstan:
on the way to a knowledge-based economy

Kazakhstan’s economy has expanded rapidly over the last decade, posting one of the fastest paces of growth in
the region. Kazakhstan is becoming a critical part of the emerging “New Silk road” that connects the East with Eu-
rope, Turkey and the Middle East. The paper analyses the national innovations systems, the institutional framework
of innovation policy and the state of science, technology and innovation (STI) in the Republic of Kazakhstan. As a
country with abundant natural resources, Kazakhstan is still facing challenges in transforming into a knowledge-based
economy. The strategic course of Kazakhstan for industrial-innovative development provides necessary conditions for
elaboration and implementation of new scientific ideas and technologies. The strategy of development of Kazakhstan
till 2050 together with such documents as the Strategic Development Plan up to 2020, or the State program of Forced
Industrial-Innovative Development of Kazakhstan for 2010-2014 provide regular, necessary conditions that support
the development of research, technology and innovation in Kazakhstan. And advantageous geographical position,
regional integration initiatives and an improving business climate are three key reasons why Kazakhstan is emerging
as an attractive investment destination.
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P.U. Jlanabaera, Y.K. llleneHoB
Ka3zakcTranaarbl HHHOBAUMAIAPAbIH TYPAKTHI 1aMYybI:
“BiaiM” JKOHOMHKACHLIHA HEri3ae/reH koJ1 0arbITBIHIA

Kazakcran - aykbIMIbl TaOMFH-PECYpCTHIK, MHTEIJICKTYalbl, OlniM Oepy kKoHe eHIIpicTIK areyeTi Oap en. bipax
TaOUFHU-PECYPCTHIK AJICYET ©31HEH-631 TYPAaKThl SKOHOMHKAJIBIK ©CY MEH OMip ACHICHiHIH 6CIMiH KAMTaMachl3 eTIEeHI1.
Kasipri ke3ae TeppuTOpHs KeJeMi 1e, *Kep acThl OaiIbIKTaphl 1a, XalblK CaHbl Ja HAKTHI SKOHOMHKA ©CIMiHIH Kemiii
Oona anmaiinel. Tek OiniM, FRUIIBIM MEH HHTEJUICKTYaJIbl 9J€yeT FHUIBIMH MYAJCNCpPAiH OHIIPICICH YHIeCcIMIiIir
FaHa YKOHOMHKAHBIH TYPAKThl JaMybl MEH €J1 OaiJIbIFbIHBIH Herii 0oazabl. JlaMblFaH HapbIKThI SKOHOMHUKAIIBI eJIiep
TOXIpHOEci xKaFa TEXHOJIOTUSIIAPABI KYPY MEH Urepy, 6acekere KaOineTTi eHIMHIH 9JIeM/iK HAPBIKKA MIBIFapybl TYPAKThI
YITTBIK SKOHOMHKAHBIH MaHBI3/Ibl IAPThI OOJIBIN TaObUIATHIHABIFBIH foseneiinl. Makanaia TypaKkThl 1aMy KOHIEI-
LMACHI, MHHOBALUS YFBIMbI, HHHOBALMSIIBIK-TYPAKThl JJAMYbl KapaCTBIPbUIFAH JKOHE CHIATTANTBHIH KOpCeTKilrepi
KyHenenaipiares. TypakTel JaMmyFa jKeTy KOJIbIHAAFEl KasakcTaHAbIK ToxipnOe Heri3iHae )kaFra TEXHOIOTHsIIAp MEH
MHHOBALMSUIAP/bIH Maiaaany GOMbIHIIA OChI IPOLECTI KbIIJAM/IATy YIIiH HYCKayJIbIKTAP YChIHBIIFaH.

Tyiinai ce3gep: MHHOBALMANBIK cascar, WMHIYCTPUAJIbl-MHHOBALMAJIBIK JaMy OarzapiiaMachl, TEXHOJIOTHS,
9KOHOMHKAJIBIK ©CIM, YJITTHIK HHHOBALMSIIBIK KY€, TYPaKThl JaMmy.

P.U. [lanabaeBa, Y.K. llleneHoB
‘YeroiiunBoe pa3putue MHHOBaumii B Kazaxcrane:
Ha MYTH K 3KOHOMHKE, OCHOBAHHOI HA 3HAHUSAX

B Hacrosiiee Bpemst pakTHYECKH BO BCEX CTPaHAX MHUpA CYIIECTBEHHOE BHUMAHUE Y/CISETCs POOIeMe YCTOHINBOIO
Pa3BUTHS, BKIIFOYAs €r0 MHBECTUIIMOHHOE U MHHOBAIIMOHHOE 00ECIICYeHHE U CO3JaHHE CUCTEMBI, TI03BOJISIIOIICH UCIIONb-
30BaThb JOCTUKCHUA HAYKU U TEXHUKH Ha 6J'[3.FO HBIHE )XUBYIIUX U 6y)1yLL[I/IX ITOKOJICHUI Ha FJ'[OGa.]'leOM, HaIlMOHAJIbHOM,
PErMOHAJIBHOM U MECTHOM YPOBHSIX. B cTaThe paccMOTpEHbI BONIPOCH! yCTOHYUBOIO pa3BUTH HHHOBAIMN. CeroqHsAIIHII
Ka3aXCTaHCKasi IKOHOMHUKA MPEJICTABISIET COOON SPUalIIyI0 MIUTIOCTPALUIO TPAAUIIMOHHON YKOHOMHYECKOW HayKH He-
IPEPBIBHOTO S3KOHOMHYECKOIO POcTa 0€3 JOCTaTOYHOIO HUCIIOIb30BAHHM MEXaHM3MOB PAaBHOBECHOIO pa3BUTHsA. Taxke B
CTaTbC PACCMOTPEHBI PEKOMEHAAMH 110 OPraHru3allui HayYHbIX U o6pa.303aTean1>1x LEHTPOB B JIYUIIUX UCCIICN0BATECIIb-
CKHUX YHHUBEPCUTETAX, Cl'[OCO6Hle CTUMYJIMPOBATb CO31aHUEC HOBLIX TEXHOJIOTHH U MHHOBauHﬁ.

KiroueBnble ciioBa: UHHOBAllMOHHAs ITOJIUTHUKA, UHAYCTPpUAJIbHAS-UHHOBAIIMOHHAS ITpOrpaMMa pa3BUTUSA, TEXHOJIOI'U,
9KOHOMHYECKHI POCT, HallMOHAJIbHAsA UHHOBAlUOHHAs CUCTEMA, yCTOI\/'l‘{I/IBOG pasBuTHE.
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Introduction

Kazakhstan’s economy is heavily reliant on
the country’s natural resources, notably its vast oil
and natural gas reserves, the extraction of which
accounts for a significant portion, 18,9% of the
country’s annual GDP. The great wealth and devel-
opment of the extractive industries has resulted in
minimal economic diversification and has created
an inflexible labour market.

In the pursuit of increasing its investment in the
extractive industries, the Kazakhstan government
and the private sector have failed, to place adequate
importance on environmental sustainability in the
country.

Liretature review. Theoretical studies high-
light studies focusing on international technology
collaboration and identify relevant investigations
into the challenges R&D organizations encoun-
tered. It is essential to unveil concepts specifying
measurement tools for a technology collaboration
which can be grouped with those that describe the
range of factors to be considered [1; 2; 3; 4], the
kind of methods to be applied [5; 6; 7], and the char-
acter of the approaches to be used by the supplier
and adopter [8; 9;]

The importance of technology origin as a part of
the relationships between developed countries has
been given some attention in the literature on tech-
nology partnerships but primarily from the aspects
of technology transfers. Ming and Xing (1999)
study the theory of product life cycle in developing
countries [10]. The product life cycle in developed
nations is along the route: research-development-
design-production. In developing countries it goes
along the route: production-design-development-
research. The core essence of the first route is in-
novation. It needs a large number of highly quali-
fied scientists, engineers and technologists and
is sustained by large R&D spending. The second
route is a learning and accumulation one, which is
based on the transfer, absorption and adaptation of
existing knowledge. The author conclude that in
developed countries R&D is carried out mainly to
facilitate learning and these notions are doomed to
obtain technologies through FDI (foreign direct in-
vestment) or licensing agreements.

Technology collaboration can provide a number
of strategic benefits such as new knowledge, flex-
ibility, leverage, improved quality and focus [11].
The decision to collaborate can be considered truly
strategic, if it follows the route of selecting a suit-
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able supplier negotiating and drafting the contract;
managing the supplier relationship and identifying
both the existing and future needs of the organiza-
tion.

For globalization of R&D, to avoid ‘being sur-
prised’ when national market and customers reject
their products, companies ‘must strive to adopt a
strategy-creation process’ that involves country-
specific assessment [12;13].

Inrecent years, a growing number of economists
have come to see that is not so much accumulation
of capital but rather innovation that drives countries’
long run economic growth [14]. As the OECD notes
¢ A driving factor for much of the economic growth
and rise in living standards in the post-World War
II era is the rapid advances in technology and inno-
vation’. Indeed innovation drives economic growth,
employment growth, and wage growth by driving
the productivity growth that lies at the heart of all
it. Moreover, the OECD has shown that technology-
using industries have higher-than-average produc-
tivity and employment growth than industries that
use less technology. Moreover, innovative activity
delivers substantial social returns outside of those
reaped by innovator. Nordhaus estimates that inves-
tors capture just 4 % of the total social gains from
their innovations [15].

2. Industrial -Innovation policy of Kazakh-
stan

Kazakhstan is an upper-middle company, ac-
cording to the World Bank classification with GDP
per capita of around 12.000$ in 2012. Large and
sparsely populated, the country is rich in natural re-
sources, with very significant reserves of oil, gas,
minerals. While the development of its natural re-
sources has provided a major impetus to the recent
expansion of Kazakhstan’s economy, the authorities
have stressed the need to develop other sources of
growth and improve overall economic competitive-
ness. In order to support these aims, growing re-
sources are being devoted to the modernization of
the economy and the revamping of its infrastructure,
seeking to facilitate economic diversification. Ka-
zakhstan set up different institutions and developed
many programs aimed at encouraging innovation
and modernization. Kazakhstan has put a growing
emphasis on the promotion of innovation as a driver
of economic development and diversification.

Kazakhstan is becoming a critical part of the
emerging “New Silk Road” that connects the East
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with Europe, Turkey and the Middle East. And ad-
vantageous geographical position, regional integra-
tion initiatives and an improving business climate
are three key reasons why Kazakhstan is emerging
as an attractive investment destination. Kazakhstan
has an increasingly business-friendly environment.
Kazakhstan has an increasingly business-friendly
environment. The World Bank’s Doing Business
2013 index ranks it 49" up from 56" place in 2012.
Overall through, Kazakhstan was named as one of
the 10 economies improving the most across three
or more areas of doing business between 2011 and
2012. And the World Bank has included Kazakhstan
in its list of the world’s 20 most attractive invest-
ment destinations [16]. Kazakhstan in 2012 for the
first time reached a historic high in the growth of
innovation indicators. Positive trend is due to the
successful results of the State program of Forced In-

Table 1 — Countries/economies at stage development [17]

dustrial-Innovative Development of Kazakhstan for
2010-2014. According to the report “Global Com-
petitiveness Report 2013-2014’ of World Economic
Forum, Kazakhstan has improved by one position
to rank 50" this year out of 144 countries [17]. The
country benefits from a flexible and efficient labor
market (15%) and a stable economic environment
(23") at a time when many countries are struggling
in these areas. Kazakhstan’s main challenges relate
to its health care and primary education systems
(97™), its lack of business sophistication (94™), and
its low innovation (84™).

According to this report Kazakhstan approached
the group of countries driven by innovation. Priority
is given to innovative policies to encourage and pro-
mote business innovation, as well as the implemen-
tation of the technology transfer (see the Table 1).

Stage 1 Transition from Stage 2 Transition from Stage 3
Factor-driven stage 1 to stage 2 (20 Efficiency -driven (31 stage 2 to stage 3 (22 Innovation-driven (37
(38 economies) economies) economies) economies) economies)
Kyrgyz Republic Algeria China Argentina Australia
India Armenia Egypt Brazil Austria
Ghana Azerbaijan Romania Hungary Germany
Bangladesh Bolivia Thailand Kazakhstan Japan
Yemen Kuwait Tunisia Latvia Korea, Rep.
Mali Moldova Ukraine Malaysia USA
and etc. Saudi Arabia And etc. Russian Federation Norway
Philippines Turkey and etc.
and etc.

In the World Economic Forum GCI (Global
Index of Competitiveness of the World Economic
Forum), Kazakhstan joined the group of countries
inspired by ‘management efficiency’ and ‘innova-
tions’ along with such countries as Brazil, Malaysia,
Turkey, Russia and others.

By 2016, GDP per capita in Kazakhstan is ex-
pected to reach US$15000, compared with the cur-
rent level of over US$12000- and the country will
be classified by the World Bank as “high income
company”. All in all, these are significant achieve-
ments for a country that only became independent
over 20 years ago.

Innovation policy in Kazakhstan plays a
great role in Kazakhstan’s economic strategy. There
is a clearly stated policy objective to move from a

resource-based to a knowledge-based economy, us-
ing earnings from the oil, gas, and mineral sector to
facilitate diversification and modernization [18]. A
major challenge for innovation policies in Kazakh-
stan is the weak domestic demand for innovation,
which reflects the structural characteristics of the
economy and the dominance of extractive indus-
tries.

3. National innovation system

Innovations are one of the key factors, influ-
encing the development and the progress of any so-
ciety. Innovation capabilities of companies depend
on a variety factors, such as R&D expenditure,
knowledge management processes, culture, orga-
nization structure, management systems etc [19].
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In search of new, innovative ideas and solutions to
undertakings tend to cooperate more and more of-
ten also colleges, universities and other public re-
search is actually one of their missions. Concept of
the National System (NIS), proposed by Freedman
is widely used [20]. Freedman definition of an NIS
is ‘the network of institutions in the public and pri-
vate sectors whose activities and interactions initi-
ate, import, modify and diffuse new technologies’.
The central actors in the NIS system are business
enterprises, which require internal R&D capacities
to innovate successfully. The concept of the NIS
remains the basis for innovation policy in many
countries. Governments have an important role in

Table 2 — Development of national innovation system [20]

fostering innovation. Innovation, like all economic
activity, is contingent on a number of conditions
that interact with the different elements of NIS.
In particular these framework conditions define a
suitable business environment that facilitates en-
trepreneurship and innovation.

The Programme for Innovative Development
and Support for Technological Modernization of
Kazakhstan for 2010-2014 recognized the need to
develop the NIS on the basis of integrated and inter-
related and systematic actions that address the dif-
ferent factors influencing the generation, dissemina-
tion and commercialization of knowledge (see the
Table 2).

1 stage

2 stage

3 stage

2010-2014

2014-2020

2018-2025

technological base

Creation of the competitive industrial and

Development of the innovation
market

Increase of the innovation economy

Challenges of innovations

1.Technology modernization

2.Creation of the economy bases
for the future

3.Creation of the favorable
innovative environment

To raise the technology level of the

a) To identify high-tech industries

Increase of the NIS elements

operating enterprises will promote the
ability to accept innovations, and then not

generators of innovative technologies.

that will become a base for
technological competitiveness of |the innovative processes, science and
only to become consumers, but to become a |the economy of Kazakhstan in a
long-time period;

b) to develop own scientific
competencies of the economy of
Kazakhstan in a long-time period.

coordination, analytical support to

innovation propaganda, legislative
base improvement.

The key to a successful National Innovation Sys-
tem rests on the creation of synergies between the
various Sector and Regional Innovation Systems.
As modern science is a multidisciplinary activity,
knowledge-generation institutions have a major role
to play in creating such synergies, as they facilitate
exchanges between scientists and engineers of dif-
ferent disciplines.

The main strength of Kazakhstan is the support
for Science, technology and Innovation at senior
levels in the government. The Government of the
Republic of Kazakhstan has adopted a wide range
of policies and made substantial investments in sup-
port of innovation. For instance, plans for increased
spending on innovation by large state companies may
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provide new impetus, including the decision to allo-
cate 10% of the net profit of Samryk-Kazyna, Nation-
al Welfare Fund, on innovation-related projects. The
need to increase domestic demand for innovation, to
diversify the concentration of economic activity, to
structure a comprehensive strategy for Human Capi-
tal Development, and to establish and strengthen a
tradition of commercializing research are among the
key areas that need to be given special attention. A
major challenge for innovation policies in Kazakh-
stan is the weak domestic demand for innovation. In
this context, one way of overcoming this obstacle is
to enter foreign markets with a high demand profile
for innovative products and diversify and reach new
target markets other than Russia and China.
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4. Investment climate

The 2010-2014 state program on accelerated
industrial and innovative development was estab-
lished to promote stable and well-balanced eco-
nomic growth. The program targets diversification
of the economy and improved competitiveness by
developing priority sectors and supporting indus-
trial development.

And industrialization map is the key mecha-
nism used to implement the program. The Govern-
ment and the business community work together to
identify specific projects that meet the program’s
requirements and plot them on the industrializa-
tion map. Currently the industrialization map in-
cludes 779 projects, which have a combined value
of KT 11.2t (US$74.7b). These projects will create
approximately 220,000 jobs during their construc-
tion period and around 181,000 jobs when they are
put into operation. Contribution of these projects to
GDP in 2012 is 1.3% [9].

Results for the first three years (2010 to 2012)
of the program:

» Number of projects put into operation: 537

» Total investment: KZT 2.1t (US$ 14b)

» Jobs created: 57,000.

The main programmatic document is the State
Programm for Accelerated Industrial Innovative
Development (SPAIID) 2010-2014, part of the
Development Strategy 2020 that was approved
in 2010 and covers 2010-2020. In addition to the
SPAIID, the Development Strategy 2020 includes
a Health Programme, Education Programme, Lan-
guage Programme and others (see the Table 3).
SPAIID has 13 sectoral programmes and ten func-

Table 3 — Innovation development tasks until 2020 [21].

tional programmes. It builds on earlier measures
and includes regional development plans and sec-
tor plans.

In accordance with the provisions of the SPAIID,
the Ministry of Industry and New Technologies is in
charge of elaborating the intersectoral plan for sci-
entific-technological development until 2020. The
priorities identified in this plan are reflected in the
criteria used for access to different mechanisms of
support (grants, consulting services, business incu-
bation). Innovation grants in Kazakhstan are:

1. Grant for industrial research;

2. Grant for supporting of high-tech goods pro-
duction at the initial stage of development;

3. Grant for patenting abroad or in regional
patent organizations;

4. Grant for technology transfer;

5. Grant for technology commercialization;

In the frame of state program ‘Performance
2020’

6. Grant for training of technical staff abroad;

7. Grant for attraction of highly qualified for-
eign professionals;

8. Grant for attraction of consulting, design and
engineering organizations;

9. Grant for implementation of management
and production technologies.

Kazakhstan’s vast natural resource base is its
key asset, according to investors. The country ranks
12" in the world in terms of oil reserves and 19" for
natural gas reserves, making it one of the world’s
top 15 oil-producing countries. At present, Kazakh-
stan is a leading global producer of coal, copper,
zinc, bauxite, uranium and chrome ore.

Concept of innovation development

until 2020

Task 1 Task 2

Own scientific competencies

Smart technology transfer

Task 3

Innovation environment
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The oil and gas sector has been the cornerstone
of Kazakhstan’s growth, with its share of the coun-
try’s GDP growing steadily from 3.7% in 1997 to
14.7% in 2006, and up to 25,8% in 2011. Oil produc-
tion stood at 79,2 million tons in 2011. The develop-
ment of new oil fields and an increase in production
capacity will enable it to produce 130 million tons
of oil by 2020. Such progress would position Ka-
zakhstan among the world’s top five oil-producing
nations. The country’s natural gas production stood
at 40 billion cubic meters in 2012, an increase of
2% from 2011. It aims to increase production to 110
billion cubic meters by 2030.

Similarly, the mining and metals industry plays
an important role in Kazakhstan’s economic growth,
accounting for approximately 27% of Kazakhstan’s
GDP. The country has 30% of the world’s reserves
of chrome ores, 25% of manganese ores and 10%
of iron ores. It is the 3"-largest producer of titanium
in the world, 7" in zinc production and 13" among
global iron ore producers. With only 10%-15% of
Kazakhstan’s explored reserves currently in opera-
tion, its metals and mining industry has huge po-
tential for further growth. In 2010, the Government
included the mining sector in the state program on
accelerated industrial and innovative development.
Manufacturing activity in Kazakhstan is concentrat-
ed on oil and gas, chemicals, metals, equipment and
tools, and construction material. Recently, there has
been a shift in this trend. Competitive labour costs
and improving business environment, along with a
rising domestic market, have encouraged a number
of global companies to set up manufacturing proj-
ects in the automotive, chemicals, pharmaceuticals,
and defense and steel sectors.

Investors continue to perceive Kazakhstan as a
treasure trove of natural resources, while they also
value some knowledge-based, high-value add sec-
tors that hold considerable promise. The Kazakh-
stan Government remains committed to reducing the
country’s dependence on extractive industries and

developing a more balanced, knowledge-driven and
investor-friendly economy. In continues to improve
the competitiveness and productivity of priority sec-
tors, such as agriculture and agro-processing; con-
struction and construction materials; oil refining and
support services; metallurgy; chemicals and pharma-
ceuticals; transportation; automotive; telecommuni-
cation; biotechnology; and alternative energy.

The country’s competitive geographical loca-
tion at the junction of Asia, Europe and the Middle
East enables access to the rapidly growing markets
of Russia, India and China, creating unique oppor-
tunities for investors and local companies.

During the period from 1993 to December 30,
2010 in Kazakhstan’s economy attracted 126.6 bil-
lion U.S. dollars of foreign direct investment. Ac-
cording to statistics of the National Bank of Ka-
zakhstan , the structure of involvement of investors
in the economy of Kazakhstan for the period is as
follows: Netherlands -27.1 billion dollars ( 21.8 %
of total investments ), the U.S. - 20, 3 billion dollars
(16.1 %) , United Kingdom - $ 10.4 billion (8.2%)
, France — 7.4 billion ( 5.9% ), Virgin Islands - $ 6.7
billion (5.3%) , Italy - 5300000000 U.S. ( 4.2%),
China - $ 5 billion ( 4%). In addition, large enough
countries investing in the economy of Kazakhstan
are Russia (3.7%), Canada (3.6%), Switzerland
(3.3%) and South Korea (3.1%). Shares of other
countries are not significant and are not more than
3%. Total number of countries that have invested in
the economy of Kazakhstan exceeds the list in more
than 116 countries.

In the context of the current global conditions,
Kazakhstan’s stable macroeconomic, political and
social environment, coupled with its rapid growth
comparative safety and good returns on investment.
According to the World Economic Forum’s Global
Competitiveness Report 2012-2013 ranks Kazakh-
stan’s macroeconomic stability 16" out of 144 econ-
omies (see the Table 4).

Table 4 — Kazakhstan’s rating on macroeconomic environment [17]

Macroeconomic Kazakhstan’s Score
environment rating
2012-13 16 6.1
2011-12 18 5.9
2010-11 26 5.3
2009-10 59 4.7
Source:The Global Competitiveness Report 2012-2013, WEF.
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To unlock its growth potential, Kazakhstan must
do more to make international investors aware of its
strengths. To bring about sustainable and balanced
growth, it is critical for the Government of Kazakh-
stan to reduce its reliance on the oils and gas sector.

Kazakhstan has made considerable progress to-
wards the establishment of a market economy and
the provision of an attractive climate for foreign in-
vestment. During the decade, Kazakhstan has ranked
among the countries attracting the most investment
per capita globally. Macroeconomic stability and
growth potential contribute to investors’ confidence.
Despite the global financial crisis resulting in a no-
ticeable slowdown, the Kazakh economy bounced
back relatively quickly, growing by 7.5% in 2011.
In 2008-2009, during a severe economic crisis, Ka-
zakhstan still managed to attract 39,3 billion $ in
foreign direct investment. As of June 2012, foreign
investors had invested a total of 150 billion dollars
in Kazakhstan, primarily in the oil and gas sector.

Conclusion

For Kazakhstan it is essential not only to focus
on industrial innovation, but also to complement
them with suitable innovative business models
(i.e., a combination of technological innovation and
business innovation). Current investors are much
more aware of the country’s environment and are
willing to explore further possibilities in the market.
Conversely, Kazakhstan needs to change the widely
held perceptions of potential new investors. Most
seem not to have Kazakhstan on their investment
radar or remain unaware of the country’s attractive
features, locations and sectors that present opportu-
nities for growth. To overcome this motivation, it is
essential that the Kazakhstan Government intensi-

fies its efforts to communicate the country’s poten-
tial to the rest of the world. The future attractiveness
of Kazakhstan remains central to the Government’s
efforts to diversify its economy, reduce regional
disparity, and improve the innovation and entre-
preneurial climate. Even in a challenging global
environment, the message can get through that Ka-
zakhstan is building a solid framework for moving
up the value chain and is developing a welcoming
business culture that is conducive to innovation and
growth. Kazakhstan’s government acknowledges
the need to diversify its economy, and is promoting
initiatives and policies to improve knowledge-based
industries so that they become more competitive.

Kazakhstan has the opportunity and potential to
improve its capacity to innovate, and join the world
leaders in innovation. Towards achieving this, Ka-
zakhstan should ensure the effectiveness and coher-
ence of all the constituent elements of the National
Innovation system. Ensuring the market economy
with a dynamic innovation capacity requires not
only sound government policies and tools, but
also private sector initiatives. Being a young mar-
ket economy, Kazakhstan has strong potential, and
should give special attention to effective partnership
between public and private sector for generating an
environment conducive to a functional knowledge-
based economy. In order to move up the value chain
and ease dependence on natural resources, Kazakh-
stan should develop and enhance the competitive-
ness of its knowledge-based and non-extractive
sectors. With input from the corporate sector, the
Government should better define and identify clus-
ters that are competitive. It can work with private
sector players and strategic foreign partners that
have the requisite knowledge-intensive technology
and know-how.
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