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Abstract. This article examines the financial mechanism that stimulates the
process of innovation, as well as analyzes the factors affecting the activation of
innovative activities of organizations. Further prospects for the development of
innovative entrepreneurship in Kazakhstan depend on what strategy of scientific and
technological development of the country will be implemented, as well as on what
measures will be taken by the state to support the private sector, including innovative
entrepreneurship. Analyzing the development of innovative entrepreneurship abroad,
itis possible to predict its development (Nozimov, 2020). Many researchers are trying
to use the data prepared by Global Entrepreneurship Monitor to analyze a country
or a group of countries (Plotnikov & Salamzadeh, 2019). Some researchers have
conducted an analysis at the level of several countries. For example, Wach (2015)
conducted a study on the countries of the European Union according to the GEM
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report. They evaluated various groups of factors influencing a new business, and
finally noted that individual perception factors are the strongest tool in predicting an
individual's ability to show entrepreneurial initiative in this case. This study shows a
clear picture of entrepreneurship indices around the world and allows you to analyze
this issue using more relevant factors. In addition, this study presents a formula for
predicting trends for the next years, which is another tool that helps policy makers in
this area to identify the causes of such a wide variety of processes and factors, as well
as to structure them (Plotnikov & Salamzadeh, 2019). The purpose of the article is to
study scientific and practical approaches to the development and formation of factors
contributing to the activation of entrepreneurial activity, including innovation.
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AHHoOTanus. byn Makanaaa HHHOBAIMS NPOLECIH bIHTATAHABIPATHIH KapKBUIBIK
MEXaHM3M 3epTTelielli, COHBIMEH Karap YHWbIMIApAbIH WHHOBALMSIBIK KbI3METIH
KaHJaHJBIPYFa ocep eTeTiH Qakropiap TannaHagsl. KazakcTanga MHHOBALMSUIBIK
KOCIMIKepJIIKTI ~ AaMBITYABIH OfaH opi MepcleKTHBajapbl eNAiH FbUIBIMU-
TEXHHUKAJIBIK JaMybIHBIH KaHIall CTPaTerusichl )Ky3ere achblpbUIaThIHBIHA, COHIAH-aK
WHHOBAIMSIIBIK KOCIMKEPIIKTI KOca aJlFaHa, )KeKe CEKTOP b KOJIAAY YIIIH MEMIICKET
KaHaai mapajap KaObliialThIHBIHA OalianbicThl Oonaabl. LlleTenne MHHOBAMSITBIK
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KOCIMKEpIIIKTiH JaMyblH Talfaldl OTBIPBIN, OHBIH JaMyblH OoJpkayra Oomasl
(Nozimov, 2020). OnemIiK FEUIBIMH KOHE MWHXKEHEPITIK KOFaMIaCThIK MOUMBIHAaFaH
QJIEMJIIK JKETICTIKTEp, COHIAN-aK TYPaKThl ASCTYpJep Oap FhUIBIMIBI KaKETCIHETIH
OHIM cajlaJlapblHa epeKiie Hazap aymapy KaxkeT. Kemreren seprreymrinep Global
Entrepreneurship Monitor naiiblHgaran AepekTepAl €Al Hemece enaep TOObIH
Tangay yuwiH naiipananyra Teipeicansl (Plotnikov & Salamzadeh, 2019). Keiibip
3epTTeyiIiiep OipHelle e qeHreiinae Tanaay xKyprizai. Meicansl, Wach (2015) Gem
ecebine coiikec Eyponansik Onak engepi OoiibiHIIA 3epTTey Kyprizai. Onap xaHa
Ou3HecKe acep eTeTiH HaKkTopIapAbIH SPTYPIIi TONTAPIH OaFanajbl )KoHE aKbIPhIHAA
KEKe TYJIFaHbl KaOblinay (akTopiaapbl Oyl sKaFaaiiia »eke TYIFaHbIH KCIIKepIIiK
OacTamaHBI JKy3ere acbpy KaOineTin Ooykayaarsl €H KYIITi Kypajl eKeHiH aTar oTTi.
By 3eprrey Oykin onmem OOMBIHIIA KOCIKEPTIK WHAEKCTEPIHIH HAKTHI KOPIHICIH
KepceTel oHe HEFYPIIBIM ColiKec (hakTopiapabl KOJIJaHa OTHIPBII, OChI TaKbIPbIIT
OolibIHIIA Tanay skacayra MyMKiHAIK Oepeni. CoHbIMEH KaTtap, OyJ1 3epTTey Keieci
KBUIJApFa apHAIFaH TpeHATep i 60/mkay GopMyachiH YChIHABI, OYIT OCHI cajlaJarbl
casicaTkepJyiepre mpouectep MeH (pakTopiaapAblH alyaH TYPJIIriHiH cebentepin
aHBIKTayFa >KOHE oJIapbl KyphUIbIMAAyFa KeMeKkTeceTiH Tarbl Oip Kypan (Plotnikov
& Salamzadeh, 2019). MakaaHbIH MaKCaThl KOCITIKEPIIIK KbI3METTI, OHBIH 1IIIHJC
WHHOBAIMSIBIK KbI3METTI JKaHAaHIBIPYFa bIKIa €TeTiH (PaKTOpIapabl AAMBITY MEH
KaJIbINTACTBIPYABIH FBIIBIMU-IPAKTHKAIBIK TICUIACPIH 3epTTey OONbIN TaObUIAIbI.
KOPBITBIH/BI JKacarl, €1 OHIpJIepiHiH OipKeNKi AaMybIH TEXEHTIH (akTopiaapabiH
Ti30€CiH aHBIKTA IbI.

Tyiiin ce3nep: MHHOBAIMS, KOCINKEPIiK, KAPKbUTAaHIBIPY

Kap:kbuianapipy: 3epTTeyre AEMEYIIUTIK KOJAay KepceTiiMedl (MEHIIIKTI
pecypcrap).

Mynaenep KakThIFbICHI: ABTOPJIap OChI MaKajiana MYAenep KaKThIFBICHI )KOK
JIeT MAIMAEMEN ],
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AnHoTanus. B nmanHO# crarbe m3ydaercs pUHAHCOBBIA MEXaHU3M, KOTOPBIH
CTUMYJIMPYET TPOLECC HMHHOBALMK, a TakkKe MPOaHaIU3UPOBaHbl (aKTOPHL,
BO3JICUCTBYIOIIME HAa AKTUBU3ALIMIO0 WHHOBAIMOHHOM AEATEIbHOCTH OpraHU3alui.
JanpHelme mepcreKTHBBl Pa3BUTHS MHHOBAIIMOHHOTO TpPEANPUHUMATEILCTBA B
KazaxcTane3aBUCATOTTOr0,KaKas CTpaTerisi Hay YHO-TEXHUYECKOTO Pa3BUTHSI CTPAHBI
Oy/IeT OCYIIECTBIICHA, 2 TAKXKE OT TOTO, KAKKUE MEPBI Oy T IPUHSTHI TOCYAaPCTBOM IS
MOJJICPXKKH YaCTHOTO CEKTOpa, BKJIIOYAsh MHHOBALIMOHHOE TPEANPHUHUMATENHCTBO.
AHanm3upys pa3BUTHE WHHOBAIMOHHOTO MPEIIPUHUMATEIBCTBA 3a PyOekoM,
MOXKHO Tporuosuposarh ero passutue (Nozimov, 2020). Ocoboe BHHMaHHE
CIIe/IyeT YACIHUTh TeM OOJIACTAM HAyKOEMKOW IMPOIYKIIMH, TIle UMEIOTCS MHPOBBIC
JOCTHKEHHSI, TPU3HAHHBIE MUPOBBIM HAyYHBIM W HHXEHEPHBIM COOOIIECTBOM, a
TaKKe yCTOWYHMBBIM TpaIulUsIM. MHOTHE HCCIIEIOBATENN TIBITAIOTCS UCTIONB30BATh
nannele, noarorosieHHbie Global Entrepreneurship Monitor, uist ananusa cTpaHsl
win rpynnsl crpad (Plotnikov & Salamzadeh, 2019). HekoTtopsie nccnenosarenu
IIPOBEJIM aHAJIM3 HAa YPOBHE HECKOJbKUX cTpaH. Hanpumep, Wach (2015) nposenu
ruccnenoBanne mo crpanaMm Epomeiickoro Coroza cormmacHo otuetry GEM. Onu
OLICHWJTH pa3JInYHbIC TPYNIBI (PaKTOPOB, BIHSIONIMX HAa HOBBIM OM3HEC, U, HAKOHEII,
OTMETWJIH, 4YTO (aKTOpbl BOCHPHUATHS HMHIUBHIOB SIBISIOTCS CHIJIbHEHIINM
WHCTPYMEHTOM B TIPOTHO3UPOBAHMU  CHOCOOHOCTH HWHIMBHUAA  MPOSBISTH
MPEANPUHAMATENILCKYI0O WHHIMATUBY B JaHHOM cliydae. OJTO HCCIeOBaHUE
MOKa3bIBAET YETKOE MpEeACTaBlIeHHEe 00 WHACKCaX MPeANPUHAMATEILCTBA 10
BCEMY MHPY U MO3BOJISIET POBECTH aHAJIH3 [0 STOMY BOIIPOCY, HCIOJB3Ys Oolee
peneBanTHBIE (hakTOpbl. KpoMe Toro, B 9TOM HccieJ0BaHUHU MpecTaBieHa hopmya
JUIsL TPOTHO3UPOBAHMS TEHACHIIMI Ha CIIAYIOIIUE TOBI, YTO SBISIETCS €Ie OJHUM
WHCTPYMEHTOM, IOMOTAIONIMM TOJUTHKAM B JTOH 00JacTH BBISBUTH MPHYMHEI
TAKOTO OOJIBIIOTO pa3HO00Pa3Hs MPOLIECCOB H (PAaKTOPOB, & TAKIKE CTPYKTYPUPOBATH
ux (Plotnikov & Salamzadeh, 2019). Ilenb crarbu 3akito4aeTcsi B UCCIICIOBAHUN
HAyYHO-TIPAaKTHYECKUX  TOAXOMOB Pa3BUTHs ¥  (QOPMUPOBAaHUS  (HAKTOPOB,
CIOCOOCTBYIOIMX AaKTUBU3AIMU TPEANPUHUMATEIBCKON JESITEIBbHOCTH, B TOM
YHCJI€ UHHOBAIIMOHHOM.

KiroueBsble cjioBa: HHHOBALWS, TPEANPHUHAMATENILCTBO, (PHHAHCHPOBaHKE

(DuUHAHCHPOBAHWE: HCCIEJOBAHME HE HMMEJO CIIOHCOPCKOH TOMJCPIKKH
(COOCTBEHHBIE PECYPCHI).

KondaukT nHTEpECcoB: aBTOPHI 3asBIISIOT 00 OTCYTCTBUU KOH(IIMKTA HHTEPECOB.
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Introduction

The most expedient way of implementing the state scientific and technical
policy in Kazakhstan is the way combining strategies of selective development and
borrowing of advanced scientific and technical developments.

The article discusses two approaches to state regulation of innovation processes
in Kazakhstan. The first approach focuses on developing the basic sectors of the
economy using the existing scientific and technical potential and prioritizing state
scientific and technical policy. The second approach addresses poorly developed
industries that significantly lag behind the world level but are crucial for the republic's
socio-economic development.

The purpose of the article is to study scientific and practical approaches to the
development and formation of factors contributing to the activation of entrepreneurial
activity, including innovation.

The state uses a range of tools to regulate innovation processes, including socio-
economic and scientific-technical forecasts of state policy, state-administrative,
general economic, and market regulators, state and regional programs, optimization
models of economic processes, government orders and modern contract systems,
indicative mechanisms and regulators for state-owned enterprises, and integration
mechanisms of regulators and structures.

During the transformation of the country's economy, the state aims to encourage
the adoption and dissemination of innovations through the use of new types of
equipment, technology, management methods, and production organization. This
will expand the range and volume of production, enhance the competitiveness of
domestic products in domestic and foreign markets, and attract foreign investment.

State support has enabled many companies to import equipment and technologies
to produce competitive goods and services for domestic consumption and export.
Thus, domestic companies receive the most modern complexes for the production
of high-tech products, building materials, food, printing products, modernization of
existing production, expansion of the range of goods and servants to increase labor
productivity.

In spite of the adverse effects of the COVID-19 pandemic on the world economy,
Kazakhstan displayed the highest growth in net foreign direct investment (FDI)
among 17 transition economies and 34 landlocked nations by the conclusion of 2021.
Against the background of a reduction in their total volume worldwide by more than
one third, to the lowest since 2005, Kazakhstan received 34.9 % more net FDI than
a year earlier (Analytical report, 2021). The investment attractiveness of the region
is defined in the study as a set of factors affecting the feasibility, effectiveness and
risk level of investment investments. These factors are an active background for all
investment projects implemented on the territory of Kazakhstan, and affect the risk
and their profitability.

Literature Review

Countries such as Japan and the newly industrialized countries of Southeast Asia
have focused on purchasing high-tech innovations and research developments in
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other countries at the pre-production or laboratory development stage to advance
their own innovation efforts (Zhilkina & Vodennikov, 2019; Edquist & Hommen,
2011). The study being referred to in this text focuses on the provision of expanded
reproduction, which is a tool of public finance. An effective way to achieve this
function is through the introduction of an innovative development model for the
national economic system (Edquist et al., 2009).

Various economic publications by foreign and local researchers highlight state
financial incentives for innovative activities (Drucker, 1985), with a particular
emphasis on the implementation and operation of innovation financing mechanisms.
These mechanisms include public investment, tax regulations, preferential budget
programs, price control, subsidies, and others available through the state (Karakay,
2009).

The rapid pace of financial innovation, particularly in the financial system, has
a significant impact on a dynamic economic environment in terms of quantity and
value (Blach, 2011; Ulgen, 2019). Financial innovation promotes economic activity
by increasing financial accessibility, facilitating international trade transactions,
providing remittances, and improving financial efficiency, all of which play a vital
role in fostering economic growth. Financial innovation offers an opportunity for
the development of the financial sector (Napier, 2014; Ndako, 2010) in developing
countries, such as Bangladesh, as it promotes financial development by diversifying
financial services (Silve and Plekhanov, 2014; Bianchi et al., 2011; Merton, 1992;
Dempere & Pauceanu, 2022), facilitating effective financial intermediation (Johnson
& Kwak, 2012), encouraging technological development (Valverde et al., 2007;
Michalopoulos et al., 2011), and providing a new channel for the efficient allocation
of resources for production, which ultimately accelerates sustainable economic
growth (Duasa, 2014; Sood & Ranjan, 2015; Economidou et al., 2018).

An efficient financial sector mobilizes economic resources, promotes capital
accumulation, and increases the level of efficiency in the financial system, ultimately
leading to economic growth (Saad, 2014; Michael et al., 2015).

Research Material and methods

The article examines several factors that impact the entrepreneurial activity of
different countries worldwide. It presents various criteria to organize data based
on specific indicators that measure them, which is particularly useful for assessing
entrepreneurship. Utilizing big data analysis methods and customized calculations
for different countries, a comprehensive evaluation system can identify crucial trends
in the entrepreneurship domain. The authors propose a quantitative analysis of global
entrepreneurial activity data to identify reasons for the wide array of processes and
factors, as well as to categorize them.

The basis of the research were the works of modern domestic and foreign
scientists, such as Edquist et al., 2009, Hoffmann, 2007, Zhilkina & Vodennikov,
2019; Edquist & Hommen, 2011, Btach, 2011; Ulgen, 2019, Silve and Plekhanov,
2014; Bianchi et al., 2011; Merton, 1992; Dempere & Pauceanu, 2022; and others.

The AHM model is a discrete-time Schumpeterian growth model that focuses
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on economic activity across k countries. These countries do not exchange goods or
factors of production, but they do utilize each other's technological ideas. In each
country, there is a continuum of individuals, each of whom has a fixed population,
N, that is normalized to one. This means that aggregate and per capita quantities are
equivalent. Each individual lives for two periods and is endowed with three units of
labor in the first period but none in the second period. The utility function is linear
in consumption, where 7 = ¢, + f3c,. Here, ¢, represents consumption in the first
period of life, ¢, represents consumption in the second period of life, and /3 is a
discount factor that falls within the range of (0, 1), which represents the rate at which
individuals discount the utility of consumption in the second period relative to that
in the first period.

~1
Zy = N1== / ATl di a e (0,1),
J0O

The formula describes the relationship between the amount of intermediate
goods, technology level, labor supply, and the final good. Specifically, x, , represents
the quantity of intermediate good i produced in period ¢ with the technology level
of 4, . The labor supply is denoted as N. The final good, denoted as Z, is utilized for
consumption, as an input into entrepreneurial and financial innovation, and as an
input into the production of intermediate goods.

The production of the final good, which serves as the numeraire, takes place in
a perfectly competitive market setting (as noted by Laeven in 2015). Therefore, the
price of each intermediate good corresponds to its marginal product.

A\
Dit = | -
L f
Results and discussion

Entrepreneurial activity has become an increasingly relevant topic in the study
of all economic entities. It aims to identify the unique role of entrepreneurship
in hastening the transition to an innovative economy, analyze the need for wider
utilization of entrepreneurship as a strategic resource for the development of
Kazakhstan's economy, and contribute to the completion of the theoretical framework
of entrepreneurship.

Despite the many criteria available to assess entrepreneurial activity at the country
level, the diversity of these factors can create ambiguity as there are several different
results for each factor in the real world.

To analyze a country or a group of countries, many researchers utilize data
from the Global Entrepreneurship Monitor (Plotnikov & Salamzadeh, 2019). Some
researchers, such as Wach (2015), have conducted analyses on multiple countries
using the GEM report. They evaluated various groups of factors affecting a new

525



Bulletin the National academy of sciences of the Republic of Kazakhstan

business and concluded that individual perception factors are the strongest tool in
predicting an individual's ability to show entrepreneurial initiative.

Hessels et al. (2008) also employed the GEM report to evaluate criteria such
as motives for starting a business and a country's social security level in 29
countries worldwide. They proposed that a country's orientation towards innovation,
expectations of job growth, and export orientation are indicators of entrepreneurial
aspirations, and these factors are the most influential in determining citizens'
entrepreneurial intentions.

Other studies in different countries have assessed key global trends in the business
environment, such as those conducted by Wennekers et al. (2002), Amorys et al.
(2013), and Bosma & Schutjens (2009).

Despite the numerous indices developed to assess entrepreneurship in various
contexts, a global and unique set of criteria is still needed for making global decisions.
This gap has been noted by other researchers, who emphasize the necessity for a
more reliable foundation for internationally comparable entrepreneurship indicators
(Hoffmann, 2007).

To provide decision-makers with a comprehensive view of business activity
worldwide, this study proposes the use of two final indexes based on an analysis of
GEM reports, which can simplify decision-making in accordance with these criteria.

According to the National Bank, for 2010-2021, the gross inflow of FDI to
Kazakhstan amounted to about $354.9 billion, including $23.7 billion in 2021 (an
increase of 37.7 % compared to 2020) and $17.2 billion in 2020 (a decrease of 29.7
% compared to 2019) (Analytical report, 2021).

Dynamics of gross FDI inflows from 2015 to 2021

2015 2016 2017 2018 2019 2020 2021

e=@==c10ss FDI inflows ==@==\Vvithout crude oil and natural gas production

Fig. 1. Dynamics of gross FDI inflows from 2015 to 2021
Note - compiled by the authors based on the source: National Bank of the Republic of Kazakhstan

By the end of 2021, the volume of gross inflow of foreign direct investment,
excluding the volume of investments in the production of crude oil and natural gas,
increased by 58.3% compared to 2020 and amounted to $17 billion.
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Gross inflow of FDI to the Republic of Kazakhstan by
industry, billion $

B Mining and quarrying

W Professional, scientific
and technical activities

= Manufacturing industry
Construction, transport,

trade, insurance,
communications, etc.

Fig. 2. Gross inflow of FDI to the Republic of Kazakhstan by industry, billion $
Note - compiled by the authors based on the source: National Bank of the Republic of Kazakhstan

JSC "NWF "Samruk-Kazyna", JSC "NUH "Baiterek", Direct Investment Fund,
AIFC and others are actively involved in the process of attracting investments into the
country's economy. As a result, since 2015, 12 projects of multinational companies
worth 967 million US dollars have been implemented in the processing sectors of
the economy with the creation of about 3.5 thousand jobs, and together with "anchor
investors" in such sectors of the economy as logistics, gas chemistry and metallurgy,
5 projects worth 412 million US dollars have been implemented with the creation of
690 jobs (Analytical report, 2021).

Public-private partnership (PPP) serves as a means to attract investments in social
infrastructure projects, such as the creation of highways, wholesale distribution
centers, provision of broadband internet access in rural areas, and other similar
initiatives. At a time when quarantine restrictions were in effect all over the world,
production was suspended, borders were closed, timely measures were taken in
Kazakhstan to prevent the "freezing" of projects and attract new investors.

Thus, according to the Ministry of Foreign Affairs, 41 investment projects with
foreign participation totaling $ 1.6 billion were implemented in 2020, creating
more than 7 thousand jobs. Despite the global crisis, Kazakhstan remains attractive
for foreign direct investment and is the undisputed leader in the inflow of foreign
investment in the Central Asian region. Nonetheless, to sustain and enhance its
current position amidst the prevailing geo-economic and geopolitical circumstances,
Kazakhstan must proactively compete for foreign investment and establish the most
favorable investment climate. At the same time, today there is a relatively low share
of reinvested income in the total inflow of FDI to Kazakhstan (15 % for 2005-2021).
In the world, this figure is 30-35 %.
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According to the Bureau of National Statistics of the Agency for Strategic
Planning and Reforms of the Republic of Kazakhstan, investments in fixed assets
have increased from 4.7 to 12.3 trillion tenge since 2010. However, the share of [OC
in the country's GDP practically does not change and is about 16—18 %. Despite the
steady growth of investments in fixed assets, most sectors of the economy, except
for extractive industries, are experiencing a shortage of funds to finance investment
projects. This is evidenced by the high level of depreciation of fixed assets and
insufficient diversification of attracted investments. Obsolescence in individual
industries reaches 50-70 %. The main investment-intensive industry remains the
mining industry, which has accounted for an average of 34 % of total investments
since 2010.

Table 1. Investments in fixed assets by the size of enterprises, million tenge

Mastered investments in Including

fixed assets small businesses | medium-sized enterprises | large enterprises
2020 12270145 6007371 885203 5377572
2021 13242234 7127646 1128595 4985995
2022 15064432 8281499 823890 5959044
Source: BNS RK

About half of the national volume of capital investments is carried out by large
and medium-sized enterprises. Almost 60% of the total costs are for construction and
major repairs of buildings and structures, more than a quarter of the total amount is
for the purchase of machinery, equipment and vehicles.

The predominant sources of investment financing remain the own funds of
economic entities, the volume of which in January-December 2022 amounted to
11083.2 billion tenge or 73.6 % of the total. In terms of investment in fixed assets,
budgetary funds accounted for 15,6 % of the total investment, which represents 7,3
% increase from the previous year. However, the banking sector's contribution to
financing the real sector of the economy remained low, with only 2,2 % of total
investment in fixed assets being accounted for by this sector. Additionally, loans
from foreign banks only made up 0,3 % of the total investment volume.

To promote investment activities within Kazakhstan, the government has
implemented various measures and established a legal framework consisting of the
Business Code, the Law of the Republic of Kazakhstan "On Special Economic and
Industrial Zones", the Code "On Subsoil and Subsoil Use", and tax, customs, and
land legislation. A multi-level infrastructure has been created and is functioning
to support investors by establishing an open and constructive dialogue with them,
special attention is paid to creating open, stable and predictable conditions for
attracting investment capital.

In Kazakhstan, much attention is paid to all aspects of a favorable business
climate for investors: reducing administrative barriers and simplifying procedures,
improving customs and tax administration.
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The general rate of taxes and social charges. Kazakhstan ranks 5th in terms of tax
policy in the IMD rating.

Simplified procedures for starting a business:

* 1 day for registration of a legal entity

* 3 days for property registration

* 100 days to obtain construction permits

Government support measures include:

- 13 special economic zones (0% - corporate income tax, land tax, customs duties
and VAT on the import of goods into special economic zones, property tax). SEZs
provide a plot of land, access to the established infrastructure.;

- 24 industrial zone (availability of ready-made infrastructure, long-term lease
agreements and repayment schedules based on the cost of land, absence of industry
restrictions, the possibility of concluding an investment contract).

The Astana International Financial Center also operates, one of the tasks of which
is to assist in attracting investments into the country's economy on the principles of
the law of England and Wales and the standards of international financial centers.

In addition, a new tool for large investment projects is the investment agreement,
which provides for:

- Reduction of tax liabilities up to 20 %;

- Stability of legislation (up to 25 years);

- Reimbursement of up to 20 % of the cost of construction and installation works
and purchase of equipment;

- Provision of additional preferences provided for by the Legislation of the
Republic of Kazakhstan in agreement with the Government.

To address both specific and systemic issues faced by investors, several councils
have been established in Kazakhstan, including the Council of Foreign Investors
under the President of the Republic of Kazakhstan, the Council for Improving the
Investment Climate, and the Council for Attracting Investors chaired by the Prime
Minister of the Republic of Kazakhstan. Furthermore, the Prime Minister of the
Republic of Kazakhstan has been assigned the role of Investment Ombudsman to
oversee and facilitate investment-related issues.

At the same time, the previous experience of implementing strategic policy
documents in the field of investments and the ongoing changes in the global
competitive environment dictate the need for further improvement of the current
system and state policy in the field of attracting and retaining investments.
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Table 2. SWOT analysis revealed the following aspects that affect the effectiveness of attracting

investments

Strengths

Weaknesses

1. Increased attention on the part of the
state to the issue of attracting investments
within the framework of the implemented
state policy.

2. Favorable business climate.

3. High investment attractiveness of
the country due to the possession of a
significant mineral resource base.

4. Favorable geographical location of
Kazakhstan with access to large consumer
markets The EAEU, Central Asia, China

and India.
5. The existence of a system of
development institutions aimed at

promoting investment in the country's
economy.

1. Low level of investor confidence in the judicial system.
2. Insufficient efficiency of public investments.

3. Insufficiently effective interdepartmental interaction
between various state bodies and development institutions
in the framework of attracting and retaining investments.
4. An insufficiently developed system of information and
communication support for investors.

5. Lack of a policy to protect and promote external
investments.

6. Insufficiently developed infrastructure for investors
(transport and logistics, production, engineering, trade
infrastructure).

7. A high degree of depreciation of fixed assets in the
economy and, as a consequence, a high level of costs and
low labor productivity.

8. Imperfection of investment legislation.

9. Low involvement of investors in the process of
drafting and discussing draft laws and other regulatory
documents.

10. Currency risks for investors.

Opportunities

Threats

1. Further liberalization of the investment
regime in the country, strengthening the
positive investment image of the country
in the world capital markets.

2. Revision of existing investment
agreements taking into account structural
changes in the world economy and the
economy of Kazakhstan.

3. Implementation of projects contributing
to the gradual transition to a "green"
economy and the development of digital
technologies.

4. Implementation of market-oriented
projects The EAEU, in particular, Russia
and the countries of Central Asia.

5. Creation of separate incentive measures
for investment projects that meet the
Sustainable Development Goals.

6. Application of the AIFC platform,
including its rights and mechanisms for
resolving investment dispute

1. The decline in the investment attractiveness of the
country as a result of political instability.

2. Depletion of the mineral resource base.

3. The decrease in the investment attractiveness of
Kazakhstan's natural resources as a result of the transition
of countries to carbon neutrality.

4. Low investment activity of domestic investors and a
decrease in the inflow of foreign capital.

5. The persistence of high risks in the economy due to
structural imbalances of the economy and the direction
of investment.

6. The loss of existing competitive advantages and
industrial potential of the country due to a reduction in
growth rates and (or) low investment in fixed assets, as
well as foreign direct investment.

7. Aggravation of global competition for investment,
including from neighboring countries, and as a result, a
possible flow of foreign investment from Kazakhstan.

Investment decisions are often the most complex, requiring a multivariate, multi-
criteria assessment of various trends and factors that can sometimes be incompatible.
While the territorial aspect of investments, including the country, territory, and region,
is straightforward, the key aspect of any investment decision is the evaluation of the
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territory's investment attractiveness. The accuracy of this evaluation is crucial for the
investor, the regional economy, and the state as a whole.

Innovative enterprises are typically partnered with manufacturing enterprises and
research institutions to create and promote innovative products and services, while
financial institutions such as commercial banks, stock exchanges, and currency
exchanges provide financial support. In Kazakhstan's economy, venture capital is
still in its early stages and primarily supports innovative activities. The support of
innovative entrepreneurship should help the subjects of innovative activity overcome
the barriers of organization, communication, competence.

As a result, the model introduces two novel characteristics. Firstly, financiers
participate in a costly but potentially lucrative innovation process, where they have
the opportunity to develop improved methods for selecting entrepreneurs. Secondly,
as technology advances, the effectiveness of any selection process diminishes.
The model proposes that if financiers fail to innovate, technological progress and
economic growth will ultimately come to a halt. Empirical findings support this
dynamic and synergistic model of financial and technological innovation.

Conclusion

Thus, financial innovations have a profound impact on the structure and
functioning of the financial system. Regulation and competition are the two main
drivers of financial innovation. Most financial innovations exploit the inefficiency
of regulatory and management mechanisms. Regulation should be aimed directly
at systemic risk containment. Financial innovation can become a short-term safety
valve when policy and regulation stall or cease to function. The task of regulation
should be to develop a reliable system for restoring the freedom of bankruptcy.
Therefore, it is necessary to radically change the approach to financial regulation.

The degree of satisfaction of existing investors is an important factor affecting
the inflow of foreign investment into the country. The reason for this is as follows:
when making investment decisions, as a rule, potential investors pay great attention
to information and feedback from existing investors, and consider it a reliable and
trustworthy source. Thus, the survey of investors is of great importance and gives a
good idea of how foreign investors perceive the business climate in the country and
its individual components.

It is fitting that the innovation policy of the state:

- contributes to fostering innovation activity, thereby facilitating the growth of
competitiveness in domestic products by leveraging scientific and technological
advancements and the rejuvenation of production.

- prioritizes comprehensive support for fundamental and incremental innovations,
which serve as the foundation for the contemporary technological paradigm.

- integrates state regulation of innovation activity with the efficient functioning of
a competitive market innovation mechanism.

- aids in the expansion of interregional and international technology transfer,
international investment cooperation, and protection of the interests of national
innovative entrepreneurship.
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