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Annomauus: Cmamosi HQUUHAEMCA C 0C8EUeHUs 3HAUeHUsA ManbiX U cpednux npednpusimuii (MCII) 6 kazaxcmanckoii
SKOHOMUKeE, NOOHEPKUBAs UX Poab KaK Opaiieepos UHHO8AUUI, CO30AHUS PAOOUX MeCM U 004e20 IKOHOMUYECK020
paseumus. B cmamve o6cyxcoaromes npobaemvi, ¢ komopwimu cmankusaiomess MCII ¢ docmyne k unancam,
MEXHOA0SUSAM U PLIHKAM, KOMOPble YaCmo NPensImcmeyom Ux cnoCOOHOCMU K UHHOBAUUSIM U dhhexmuenbim
UHBECMULUAM.

Kpome moeo 6 cmamve nodpobro paccmampugaromes HOPMAMUEHO-NPABOBHIE U UHCIUMYYUOHANbHbIE OCHOBbI,
peeyaupyouue desmeavrocms MCII ¢ Kazaxcmane, a makce nosumuka u UHUYUAMUGYHL, HANPABACHHbIE HA
co30aHue 61a2oNPUAMHbBIX YCA08ULL 0451 UHHOBAYULL U uHeecmuyui. Hccaedyiomes npoepammsl 20cy0apcmeeHHol
noddepicku, Haa0208ble 1be0Mbl U HOPMAMUBHbBLE pedhopmbl, NpeOHa3HaueHHble 015 cmumyauposanus pocma MCIT
U NPeonpUHUMAmMenbCmea.

Bcmamuve paccmampugaemcs 8axicHochb pazeumusi CompyoHutecmea u napmuepckux omuowenuii mexcdy MCII, 6onee
KPYRHbIMU NPEONPUSIMUAMU, HAYYHO-UCCA008aAMEeAbCKUMU UHCIUMYMAMU U 20CY0APCMEEHHbIMU YUPEHCOSHUIMU 015
NOOWPeHUs UHHOBAUUT U UHBeCIULUIL. B Hem 06Cyscoaemcs ponb ompaciesvix KAacmepos, UHHOBAUUOHHBIX UeHMPO8 U
UHKYOAmopoe 6 codelicmeul 00MeHy 3HAHUAMU, co30aHuio cemeli u docmyny k pecypcam oas MCII.

Takxce paccmampugaemcs poab 00pa308aHusi U NOBbIUEHUS KBAAUPDUKAUUU 8 YKpeNnieHUU UHHO8AUUOHHO2O0
nomenyuana MCII 6 Kazaxcmane. Iloduepkusaemcs neodxo0umocms yenaeauix npoepamm nodeomogKu Kaopos,
UHUUUAMUB N0 HAPAWUBAHUIO NOMEHUUANA U 00y4eHUs: npednpuHumamenscmay, umooo: eoopyicums MCIT
HeobX00UMbIMU HABBIKAMU U 3HAHUSAMU 0451 UHHOBAUUI U KOHKYDEHUUU 8 YCA0BUSIX 2100AAU3UPOBAHHOU IKOHOMUKU.

Kpome moeo ¢ cmamve uccaedyemces homeHyuan yugdpoguzayuu u eneopeHuss MexXHoA02Ull 8 CIMUMYAUPOBAHUU
uHHogayuil u uneecmuyuii cpedu kazaxcmarckux MCII. B nem o6cyacoaromes 603M0icHOCMU, npedocmasnsemble
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UUGPOBLIMU NAAMPOPMAMU, IACKMPOHHOU KOMMEPYUEH U HOGbIMU MEXHOA0UAMU, MAKUMU KAK UCKYCCIMEEHHbLIL
UHmMenneKm u 6A0KH4elit, 8 NoBblueHUU NPOU3800umensHocmu, gpgpexmusHocmu u KoHKypernmocnocoonocmu MCII.
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Abstract: The article starts by highlighting the significance of small and medium enterprises (SMEs) in the Kazakhstan
economy, emphasizing their role as drivers of innovation, job creation, and overall economic development. It discusses
the challenges faced by SMEs in accessing finance, technology, and markets, which often hinder their ability to innovate
and invest effectively.

Moreover, the article delves into the regulatory and institutional frameworks governing SMEs in Kazakhstan, examining
the policies and initiatives aimed at fostering a conductive environment for innovation and investment. It explores
government support programs, tax incentives, and regulatory reforms designed to stimulate SME growth and
entrepreneurship.

Furthermore, the paper explores the importance of fostering collaboration and partnerships between SMEs, larger
enterprises, research institutions, and government agencies to promote innovation and investment. It discusses the
role of industry clusters, innovation hubs, and incubators in facilitating knowledge exchange, networking, and access
to resources for SMEs.

The article also examines the role of education and skills development in enhancing the innovative capacity of SMEs
in Kazakhstan. It highlights the need for targeted training programs, capacity-building initiatives, and entrepreneurship
education to equip SMEs with the necessary skills and knowledge to innovate and compete in a globalized economy.
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Additionally, the article explores the potential of digitalization and technology adoption in driving innovation and
investment among Kazakhstan SMEs. It discusses the opportunities presented by digital platforms, e-commerce, and
emerging technologies such as artificial intelligence and blockchain in enhancing SMFE productivity, efficiency, and
competitiveness.

Keywords: Innovation, economic development, business, technology, investment, entrepreneurship, innovative
potential.
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Introduction.

The Government of the Republic of Kazakhstan is actively engaged in implementing substantial
measures to bolster and nurture the business environment within the country. It is committed to safeguarding
the legal rights and interests of business entities, and it has meticulously crafted a specialized regulatory
framework designed to foster entrepreneurship. Notably, ongoing efforts are dedicated to refining tax and
customs regulations, reducing bureaucratic obstacles, and cultivating a conducive investment climate,
particularly in the context of state procurement and entrepreneurship.

Regrettably, a notable challenge persists — many entrepreneurs remain uninformed about the existence
of dedicated business support institutions, or they may lack the knowledge needed to effectively utilize the
services these institutions offer. This knowledge gap poses a significant impediment to the continued growth
of businesses and diminishes the level of trust in these support structures. One of the central objectives of
this article is to identify the array of issues confronting small and medium-sized enterprises (SMESs) in the
Republic of Kazakhstan and to formulate recommendations for enhancing their business activities based
on the findings.?

The development of innovation and investment activities is at the heart of advancing the economic
landscape in Kazakhstan and, indeed, in countries worldwide. The fundamental principles of fostering
innovation and attracting investments are essential to the growth and competitiveness of small and medium-
sized businesses (SMEs). These enterprises are often considered the backbone of any thriving economy,
creating jobs, promoting economic diversification, and driving sustainable development.

Kazakhstan, a Central Asian nation endowed with abundant natural resources and strategic geopolitical
positioning, has embarked on a journey of economic transformation since gaining independence in 1991.
The transition from a centrally planned economy to a market-oriented system has brought about new
opportunities and challenges, particularly for the SME sector. Recognizing the potential of SMEs as engines
of growth, the Kazakhstani government has prioritized policies and initiatives aimed at fostering
entrepreneurship, innovation, and investment within this crucial segment of the economy.

However, despite significant progress in recent years, SMEs in Kazakhstan continue to face numerous
barriers to innovation and investment. Access to finance remains a persistent challenge, with many SMEs
struggling to secure affordable credit and venture capital to fund their growth and expansion initiatives.
Moreover, limited access to technology, market information, and skilled labor further impedes the ability
of SMEs to innovate and compete in both domestic and international markets. In addition to financial and
technological constraints, SMEs in Kazakhstan grapple with regulatory complexities, bureaucratic hurdles,
and institutional inefficiencies that hinder their ability to thrive and flourish. Navigating the intricate web
of laws, regulations, and administrative procedures often poses formidable challenges for SMEs, particularly
startups and entrepreneurs with limited resources and expertise. Nevertheless, amidst these challenges lie
immense opportunities for fostering a vibrant ecosystem of innovation and investment within the SME
sector. By leveraging the country’s rich human capital, natural resources, and strategic partnerships,
Kazakhstan can unlock the full potential of its SMEs and propel its economy towards sustainable growth
and prosperity.

3Development of Small and Medium-Sized Enterprises in Kazakhstan: Government Initiatives and Regulatory Framework.
Journal of Business and Economic Studies, vol. 20, no. 2, 2021, pp. 45—63.
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Literature review. The research issues of factors influencing the development of innovative projects of
small and medium-sized businesses. The research issues of factors influencing the development of innovative
projects of small businesses were dealt with by such researchers as D.V. Gorbunov, L.N. Ivanova, N.V. Linder,
L. G. Pashtova, O. V. Prushchak, G.A. Terskaya, A.V. Trachuk, E Campanella, M.D. Giudice, M.R.D.
Peruta, N. Charoenruk, N. Cooharojananone, P. Rachapaettayakom, S. Tanthanongsakkun, M. Wiriyapinit
and a number of other researchers.*

Main part. Kazakhstan, with its vast and diverse economic potential, stands at a pivotal juncture in its
quest for economic progress and global competitiveness. In this ever-evolving era of globalization and
technological advancement, the importance of innovation and investment cannot be overstated. Both are
key drivers for SMEs, contributing significantly to the nation’s economic stability and growth.

The Role of SMEs in Kazakhstan

Small and medium-sized businesses (SMEs) have been recognized as critical catalysts for economic
growth and job creation in Kazakhstan.

Moreover, SMEs play a vital role in fostering innovation and technological advancement in Kazakhstan.
Through their agility, creativity, and adaptability, SM Es are often at the forefront of innovation, introducing
new products, services, and business models to the market. By investing in research and development (R&D),
collaborating with academic institutions, and embracing technological advancements, SMEs drive
productivity gains, enhance competitiveness, and contribute to the overall modernization of the economy.’

The small and medium-sized enterprise sector generates only 36.5% of the GDP of the Republic of
Kazakhstan, while even in neighboring Uzbekistan, only small businesses generate more than 50% ofthe GDP.

At the same time, positive dynamics have been observed in Kazakhstan in recent years. Thus, the
share of SMEs in GDP in 2022 increased over the year by 3.2 percentage points. In turn, the number of
active SMEs in the Republic of Kazakhstan as of May 1, 2023 reached almost 2 million units, having
increased over the year by 31.6 %.°

One ofthe key drivers of SME development in Kazakhstan in recent years is digitalization. For example,
a significant increase in the number of operating SMEs in the Republic of Kazakhstan coincides with an
increase in the number of organizations using the Internet. Thus, over the year their number increased by
16.3%, which indicates serious digitalization of the sector.

%000
1974,7
0000
15006
15000 ! 13077 13838 13683
012853 13026 - o
10000
500,0
00
2015/04 2016/04 2017/04 2018/04 2019/04 2020/04 2021/04 2022/04 202304

Ranking.kz Ha octose dowHelx Biopo HoyuoxaneHou cmomucmuky ACTTuP PR

Figure 1. Number of operating small and medium-sized businesses in the Republic of Kazakhstan, thousand units ’

4 Gorbunov D.V. Risks of innovative projects and methods of their assessment / D.V. Gorbunov. Vector of science of
Togliatti State University. 2014. No. 3. P. 123—126.

* M.D. Djwdise, M.R.D. Perwta. Innovaciya jine kisipkerlik jwrnal. 2013. Joq. 18.

® https:/ /ranking.kz /reviews /banking-and-finance / msb-rk-nabiraet-oboroty-kolichestvo-kompaniy-vyroslo-na-
32.html.
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They constitute a substantial portion of the country’s entrepreneurial activity and serve as vital
contributors to the nation’s economic fabric. By offering employment opportunities, SMEs help alleviate
unemployment concerns and provide a lifeline to many households. Additionally, they foster innovation
and competition, which ultimately result in improved products and services for consumers.

One primary role of SMEs in Kazakhstan is their contribution to employment generation. SMEs
account for a substantial portion of total employment in the country, providing job opportunities for a
significant portion of the population, especially in rural areas where large enterprises may be less prevalent.
By fostering entrepreneurship and offering employment opportunities, SMEs help alleviate unemployment
and stimulate local economies, contributing to social stability and inclusive growth.®

In conclusion, SMEs in Kazakhstan play a multifaceted role in driving economic growth, innovation, and
social progress. As catalysts of employment, innovation, entrepreneurship, and regional development, SMEs
are integral to Kazakhstan’s economic diversification agenda and long-term sustainable development goals.

The Significance of Innovation in SMEs

Innovation is the cornerstone upon which the growth and development of SMEs in Kazakhstan rest.
In a world where change is the only constant, the ability to innovate is not a luxury but a necessity for
staying competitive and relevant in the market. For SMEs, this means continuously renewing and enhancing
their products, services, and operational processes.

Innovative SMEs are better positioned to meet the evolving needs of their customers and to adapt to
market dynamics. In addition to driving growth and differentiation, innovation enables SMEs to future-proof
their businesses against disruptive forces and market uncertainties. In today’s volatile and unpredictable business
landscape, agility and adaptability are paramount for survival. They have a distinct advantage in being able to
seize opportunities that emerge in a rapidly changing global landscape. This adaptability is especially relevant
in Kazakhstan, where markets are experiencing shifts due to globalization and emerging economies.

Furthermore, innovation fosters resilience and sustainability within SMEs by addressing pressing
societal and environmental challenges. Whether it involves developing eco-friendly products, implementing
sustainable practices, or supporting social causes, innovative SMEs can align their business objectives with
broader sustainability goals, enhance their corporate reputation, and contribute positively to society.

In developed countries, jobs are mainly generated by SMEs. More than half of the world’s new jobs
are created by companies with fewer than 100 employees. This is noticeable in countries with high
employment rates, including leading OECD countries.
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Figure 2. Median values for new job creation, % °

In tandem with innovation, investments play a pivotal role in the growth and expansion of SMEs.
Investments infuse much-needed capital into these enterprises, enabling them to expand their operations,
invest in research and development, and explore new markets. The availability of financing is a determining
factor in the ability of SMEs to seize business opportunities, navigate challenges, and compete effectively.

® https:/ /ranking.kz /reviews /banking-and-finance /msb-rk-nabiraet-oboroty-kolichestvo-kompaniy-vyroslo-na-
32.html.
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Kazakhstan has the same problems as other resource-producing countries. This is a small economic
scale. The share of SMEs in GDP is much less than in developed countries, where it exceeds 50—60%. It’s
also low performance. The labor productivity of workers at large enterprises in Kazakhstan is 5 times higher
than that of SMEs.

Several key aspects highlight the significance of investments as a driving force for Several key aspects
highlight the significance of investments as a driving force for SMEs in Kazakhstan:

1. Capital Infusion for Growth: Investments provide SMEs with the necessary capital to expand their
operations, scale production capacities, and enter new markets. Whether through equity financing, venture
capital, or bank loans, access to investment capital enables SMEs to invest in infrastructure, technology,
and human resources, fostering business expansion and revenue growth.

2. Facilitating Innovation and Technology Adoption: Investments facilitate innovation by enabling SMEs
toinvest in research and development (R&D), technological upgrades, and process improvements. By allocating
funds towards innovation initiatives, SMEs can develop new products, services, and business models that
address evolving customer needs and market trends, enhancing their competitiveness and market relevance.

3. Market Penetration and Globalization: Investments empower SMEs to penetrate new markets,
both domestically and internationally. With adequate funding, SMEs can invest in market research, branding,
and marketing strategies to increase their visibility, attract customers, and expand their customer base.
Moreover, investments facilitate internationalization efforts, enabling SM Es to explore export opportunities,
establish foreign partnerships, and diversify revenue streams.

4. Enhancing Operational Efficiency and Productivity: Investments in technology, infrastructure, and
operational processes enable SMEs to improve efficiency, reduce costs, and optimize resource utilization.
Whether through automation, digitization, or supply chain optimization, investments drive operational
excellence, enabling SM Es to deliver high-quality products and services in a timely and cost-effective manner.

5. Attracting Talent and Building Capacity: Investments in human capital development are critical
for SMEs to attract, retain, and develop top talent. By offering competitive salaries, training programs, and
career advancement opportunities, SMEs can build a skilled workforce capable of driving innovation,
productivity, and organizational growth.

6. Mitigating Risks and Building Resilience: Strategic investments help SMEs mitigate risks and build
resilience against external shocks and market uncertainties. By diversifying investments, maintaining adequate
liquidity, and implementing risk management strategies, SMEs can navigate economic downturns, regulatory
changes, and industry disruptions more effectively, ensuring long-term sustainability and viability. '

For SMEs in Kazakhstan, access to diverse sources of investment is paramount. This includes
traditional avenues like bank loans and financing, as well as more modern forms of investment such as
venture capital. The government and financial institutions must work in tandem to create a conducive
environment where SMEs can readily access the necessary capital to propel their growth.

Government Support as a Catalyst for Success

The role of the government in supporting SMEs cannot be overstated. Moreover, government support
facilitates capacity-building and skills development within SMEs. The state has the capacity to shape the
business environment through a combination of policies and initiatives that can make or break the prospects
of SMEs.

In addition to financial and regulatory support, governments play a crucial role in fostering market
access and internationalization opportunities for SMEs. Through trade promotion initiatives, export
assistance programs, and market intelligence services, governments help SMEs explore new markets,
establish strategic partnerships, and expand their global footprint. It is through a combination of fiscal
incentives, streamlined regulatory processes, and supportive infrastructure that governments can foster an
atmosphere conducive to the growth of SMEs.

10 Smith, J.R. Tax and Customs Regulations: Impact on Small Businesses in Kazakhstan. International Journal of Business
and Finance Research, vol. 15, no. 3, 2022, pp. 78—94.
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Furthermore, government support fosters innovation ecosystems and industry clusters that facilitate
collaboration, knowledge exchange, and technology transfer among SMEs, research institutions, and
industry stakeholders.

Investment-friendly policies can also extend to fostering international collaboration and encouraging
foreign direct investment. International investors can bring expertise, capital, and access to global markets,
which can significantly benefit the growth of SMEs in Kazakhstan.

Conclusion. In conclusion, government support serves as a catalyst for success in SMEs by providing
essential resources, incentives, and frameworks that enable these businesses to thrive and contribute to
economic growth. Through targeted interventions, financial assistance, regulatory reforms, and capacity-
building initiatives, governments empower SMEs to unlock their full potential, drive innovation, and achieve
sustainable success in today’s dynamic and competitive business environment. As such, fostering a supportive
ecosystem of government support is essential for nurturing a vibrant SME sector and driving inclusive
economic development in communities around the world.

The Path Forward: An Effective Innovation and Investment Strategy

The successful development of SMEs in Kazakhstan through innovation and investment necessitates
the formulation of a well-thought-out strategy. An effective strategy should encompass several critical
components:

1. Market and Competitor Analysis: To understand market dynamics and customer needs, SMEs
must engage in rigorous market analysis. Knowing one’s competitors and industry trends is essential for
identifying opportunities and mitigating risks.

2. Innovation in Products and Services: SMEs should focus on creating innovative products and services
that align with market demand. Innovation should be a continuous process that involves research and
development to address evolving customer needs.

3. Risk and Opportunity Assessment: Investing in innovative projects carries inherent risks, and it is
vital for SMEs to assess these risks and opportunities carefully. This assessment informs decision-making
and resource allocation.

4. Gradual Implementation and Monitoring: The introduction of innovation and investment initiatives
should be gradual, allowing SMEs to adapt and learn from the experience. Monitoring and evaluation
mechanisms are crucial for tracking progress and making necessary adjustments.

5. Strategic Partnerships and Collaborations: Collaborating with industry partners, research
institutions, and government agencies can provide SMEs with access to expertise, resources, and funding
opportunities. Strategic partnerships facilitate knowledge exchange, technology transfer, and market
expansion, enhancing the innovation ecosystem and driving collective growth.

6. Investment Diversification and Financial Management: SMEs should diversify their investment
portfolios to mitigate risks and maximize returns. By allocating resources across different projects and asset
classes, SMEs can optimize their investment strategies and capitalize on emerging opportunities while
safeguarding against market volatility.

7. Talent Development and Retention: Building a skilled workforce is essential for driving innovation
and maintaining competitive advantage. SMEs should invest in talent development initiatives, training
programs, and employee incentives to attract, retain, and nurture top talent. By cultivating a culture of
continuous learning and professional growth, SM Es can empower their employees to contribute meaningfully
to organizational success.

8. Adaptability and Flexibility: In a rapidly changing business environment, SM Es must remain agile
and adaptable to emerging trends, technologies, and consumer preferences. Flexibility in decision-making,
resource allocation, and strategic planning enables SMEs to pivot quickly in response to market shifts and
competitive pressures, positioning them for long-term success and resilience.

In summary, Kazakhstan is at a pivotal juncture in its economic development, and SMEs play a central
role in the nation’s prosperity. The development of innovation and investment activities within the SME
sector is paramount for achieving sustainable economic growth, job creation, and economic diversification.
Governments, financial institutions, and SM Es themselves must work collaboratively to nurture a conductive
environment that fosters innovation and attracts investments.
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Conclusion. In conclusion, the symbiotic relationship between innovation and investment within the
realm of small and medium-sized enterprises (SMESs) is undeniably pivotal for the economic landscape of
Kazakhstan. By understanding market dynamics, SMEs can identify opportunities and tailor their products
and services to meet evolving customer needs. Moreover, strategic partnerships and collaborations facilitate
access to resources, expertise, and funding, fostering innovation and market expansion.!!

The trajectory of growth in this sector not only signifies a boon for individual entrepreneurs but also
acts as a catalyst for the overall economic stability and prosperity of the nation.

Furthermore, investing in talent development ensures that SM Es have the skilled workforce necessary
to drive innovation and maintain a competitive edge. Finally, adaptability and flexibility enable SMEs to
navigate uncertain environments and capitalize on emerging opportunities.

Overall, by embracing a holistic approach to innovation and investment, SMEs in Kazakhstan can
unlock their full potential, drive economic growth, and contribute to the country’s prosperity in the global
marketplace. Through collaboration, strategic planning, and a commitment to continuous improvement,
SMEs can thrive in today’s dynamic business landscape, positioning themselves for long-term success and
sustainability.

Government support emerges as a linchpin in this equation. Policies that incentivize research and
development, provide tax breaks for innovative endeavors, and create a conductive regulatory framework
go a long way in nurturing a thriving ecosystem for SMEs. By recognizing the pivotal role that these
enterprises play in the economic fabric, governments can actively contribute to their growth and sustainability.
A collaborative effort between the public and private sectors can lay the foundation for a resilient and
dynamic SME landscape.
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