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Abstract. In this paper, the authors investigate the issue of the weak role played by 
financial institutions in Kazakhstan in generating and introducing innovations in the real 
sector of the economy. In the process of preparing this paper, three methods were used: 
statistical comparative analysis; economic and mathematical modelling; and the graphi-
cal method. Based on analysis and modelling, the authors identified the predominantly 
negative tendencies of the decreasing participation of financial institutions in the financing 
of entities in the innovation sector. International best practice also confirms that for the 
full development of real innovations, bank investments alone are insufficient. Along with 
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banking resources, there is huge investment potential for the development of the real sec-
tor, including innovation, the long-term resources of insurance companies, and a pension 
fund. This paper offers promising directions and recommendations for enhancing the par-
ticipation of all of the major parties of the financial market of Kazakhstan in the financial 
support of innovations, so as to increase the competitiveness of the national economy and 
ensure its continued qualitative growth.

Keywords: intersectoral cooperation, regulatory institutions, economic growth, inves-
tment.

JEL Codes: G24, G38, O16, O38, O43

1. Introduction

The modern conditions of ongoing global geopolitical change and market volatility 
require the sustainable development of kazakhstan’s economy. Its progressive growth 
can be achieved by qualitatively diversifying the structure of the economy and increas-
ing its competitiveness, including through the active generation and implementation of 
higher levels of technology. Naturally, the issue of innovative development is especially 
important for the economy of kazakhstan, which is developing within the framework of 
the model of “catch up” development (Davletbayeva et al. 2018; taubayev et al. 2019). 
This is particularly emphasised in documents of strategic importance, such as the Presi-
dent’s “kazakhstan – 2050” Strategy (2012) and the “Third modernisation of kazakh-
stan: Global competitiveness” (2017). at the same time, the country is implementing 
the “State program of industrial and innovative development for a 5-year period” (2014) 
and the “concept of innovative development of the Republic of kazakhstan until 2020” 
(2013), which enshrine the basic principles, goals, and objectives of the innovative de-
velopment of kazakhstan. With that, difficulties in the implementation of this strategic 
direction of kazakhstan are evidenced by the country’s position in the Global Innovation 
Index (2019), where kazakhstan ranked only 92 out of a possible 100 in the composite 
index of results.

The authors believe that for the qualitative growth of innovations and the innova-
tion sector at large, efforts merely on the part of the state are not enough. Best interna-
tional practice indicates that those countries that have managed to harmoniously com-
bine the efforts of state bodies and private entrepreneurs achieve the greatest successes 
in innovative performance. considering the capital intensity of any fully-fledged in-
novation process, the issue of financing plays an important role in the implementation 
of innovative projects (andrijauskiene and Dumčiuvienė 2019). This refers to active 
financial and credit support for innovations by the entities of the financial and credit 
system, which bear the main burden in the practices of oecD countries. State bodies 
retain only the right of indirect participation in the part of the regulation that is aimed 
at aid and stimulation.
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meanwhile, the kazakhstani practice of interaction between financial/credit struc-
tures and active innovative enterprises leaves much to be desired. often, even projects 
with promising ideas do not pass the examinations of financial organisations against the 
background of their low-risk appetite and the requirements of the financial regulator. 
The results of this behaviour are evidenced by data such as the share of investments in 
fixed assets and in innovations (18.9% of GDP and less than 1% of GDP, respectively), 
and the fact that the share of innovative enterprises does not exceed 10% (compared to 
50% in foreign countries) (Website of the committee… 2020). In this regard, the pre-
vailing tendencies and the presence of unresolved problems, including regulatory ones, 
which limit the investment potential of financial institutions in kazakhstan emphasise 
the ambiguity and the relevance of this subject. There is a necessity for a critical reinter-
pretation of the content, forms, and mechanism for regulating the activities of financial 
organisations from the standpoint of their more productive interaction with the subjects 
of the innovation sector in the context of new economic realities.

Financial support for the effective functioning of the innovation sector constitutes an 
object of active research in connection with the need to improve it. Various aspects of 
this problem have been considered in the works of both kazakh and international scien-
tists, forming a scientific and methodological framework for the development of this sub-
ject and helping to achieve the purpose of this study. a study of the interrelation between 
the banking sector, the stock market, and the growth of innovation – with consideration 
of the democratic levels of political institutions – was carried out by c.-Y. Ho, S. Huang, 
H. Shi, and J. Wu (2018). Problems with the influence of intersectoral interaction on eco-
nomic development, including in terms of innovative development, have been directly 
studied in the works of many kazakh and international scientists. among such studies 
is the work of a. toxanova et al. (2017), which discusses various ways of financing in-
novative entrepreneurship. toxanova et al. also considered the role of state development 
institutions in financing innovation, including the degree to which financial and credit 
instruments are used in the innovative development of the country.

Issues of enhancing the interaction between financial organisations and enterprises in 
the real sector were considered in a study by l. matveeva et al. (2015), where the authors 
presented a model that allowed them to study the impact of the intra-group financing of 
financial and industrial groups and to determine the amount of investment possible. a 
study by N. Hutchison et al. (2016) examined the financial instruments of infrastructure 
investment projects, with the authors strongly supporting the idea that the introduction 
of project bonds will contribute to the growth of investment in infrastructure amidst a 
decrease in bank lending. The interrelation between internal and external financing and 
the degree of innovation in european companies is explored by P.a. Nylund et al. (2020) 
and R.P. Pradhan et al. (2020). Both groups of authors concluded that external financ-
ing in the form of debt reduces a company’s profitability and constitutes a deterrent. 
However, despite the depth of the investigations carried out by these researchers, some 
aspects of intersectoral cooperation remain understudied.
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2. Materials and methods

For the empirical analysis of the data used as evidence in this paper, econometric 
modelling methods were used – namely, correlation-regression analysis with the con-
struction of paired and multiple linear regression models. The Stata 13 software suite was 
used as a modelling tool, and a graphical illustration of the dependencies was carried out 
in excel. Statistics were taken from the international database of the World Bank (2020) 
and the database of the National Bank of the Republic of kazakhstan for the period of 
1993–2018. Within the framework of the modelling of dependency indicators, an at-
tempt was made to determine the greatest degree of influence exerted by various sources 
of financing innovation on the growth of the innovation sector. The indicator “export of 
high-tech goods in the total industrial export” was taken as an effective factor. 

to assess the impact of the investment potential of various financial institutions on 
the growth of the innovation sector, an economic and mathematical model was con-
structed. For this, the selected indicators were grouped in the following areas: “bank 
loans”; “assets of financial institutions”; and “stock market” (table 1). For each group of 
factors, a correlation analysis of interrelation with the indicator of “the export of high-
tech goods in the Republic of kazakhstan (Inn, % of industrial exports)” was conducted, 
and a corresponding regression model was constructed.

Table 1. Grouping of indicators of sources of innovation financing 

Bank loans Assets of financial institu-
tions

Stock market

1 group 2 group 3 group

Domestic loan to the private 
sector by banks (C1, % of GDP)

Banking assets (A1, % of GDP) market capitalisation of companies 
(F1, % of GDP)

long-term bank loans to legal 
entities (C2, % of GDP)

Pension assets (A2, % of GDP) outstanding shares, total value 
(F2, % of GDP)

Short-term loans of second-
tier banks (C3, % of GDP)

assets of insurance compa-
nies (A3, % of GDP)

3. Results and discussion

The banking sector has been and remains the main source of credit support for the 
economy of kazakhstan. However, the ratio of bank loans to GDP in 2019 was less than 
22% (The current state of the banking… 2020). evaluation and comparative analysis of 
the investment potential of the kazakhstani insurance market and the insurance markets 
of developed countries suggest a significant absence in the investment opportunities of 
kazakhstani insurance companies due to low levels of capitalisation and of the develop-
ment of the insurance market itself. according to the data reported in “World Insurance: 
The Great Pilot east countries”, published in 2018 by the Sigma journal, the volume of 
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insurance premiums in kazakhstan in uS dollars amounted to 1.01 billion, compared 
to 1,469.37 billion in the united States, 336.51 billion in the uk, 440.65 billion in Ja-
pan, and 23.59 billion in the Russian Federation (Swiss Re Institute 2019). With that, the 
kazakhstani share in the global insurance market in terms of total insurance premiums 
amounted to 0.02% in 2018, which is comparable to the levels of insurance premiums in 
cyprus, Sri lanka, Serbia, and oman. upon investigating the indicators of the national 
insurance sector of kazakhstan for 2011–2019, according to the National Bank of the Re-
public of kazakhstan, one can note the growth of total assets up to 1,206.1 billion tenge, 
the income of insurance premiums up to 508.6 billion tenge, and the income from insur-
ance activities up to 399 billion tenge. However, the insufficient capitalisation of kazakh-
stani insurance companies discourages the development of their investment activities. 
The value of equity of kazakhstani insurers, despite the constant dynamics of growth, 
is less than 1% of GDP, or 553 billion tenge (The current state of the insurance… 2020).

The issues of using pension savings to invest in the kazakhstani economy, in particu-
lar in the innovation sector, are very relevant in the search for optimal sources of financ-
ing for innovative development. Pension fund assets can serve as the main factor in the 
growth of financial markets, provided that these markets reach a certain level of develop-
ment, have adequately formed infrastructure, and possess suitable available investment 
tools. considering the pension sector as a source of financing innovation, the long-term 
nature of the obligations of pension funds and, therefore, their fairly significant potential 
for investment in the innovation sector should be noted. In recent years, kazakhstan 
has seen an increase in the amount of pension savings accumulated by the unified ac-
cumulative Pension Fund, which amounted to 10,800.5 billion tenge in 2019. The ratio 
of pension savings to GDP was 15.7% in 2019 (The current state of the funded… 2020).

considering the directions of investing the pension assets of the unified accumula-
tive Pension Fund of kazakhstan, it should be noted that pension assets are mainly placed 
in the government securities of kazakhstan and other foreign countries. In august 2018, 
the decision of the National Bank of the Republic of kazakhstan on the provision of long-
term liquidity to the “domestic economy” changed the investment orientation of pension 
assets. The uaPF, within the framework of the allotted quota of 200 billion tenge, acted 
as a buyer of JSc Bank tsentrkredit, JSc aB Sberbank, JSc kaspiBank, JSc eurasian 
Bank, JSc Nurbank, and JSc Bank Home credit securities, with various terms of circula-
tion (The National Bank… 2020). Perhaps this measure will help to some extent in solv-
ing the issue of banks associated with the lack of long-term resources for lending to the 
economy, including the innovation sector.

considering the role of the stock market in the economy of kazakhstan, it should 
be noted that the indicator of capitalisation of the stock market in relation to GDP de-
creased from 50% to 29% for the period of 2010–2019, and the capitalisation index of 
the exchange-traded bond market in relation to GDP for the analysed period slightly 
increased, from 19% to 20%. Despite positive changes, the kazakhstani securities market 
has not yet become an effective mechanism for the redistribution of cash resources in the 
real sector, and does not significantly affect the development of the economy. a stock 
market has formed in the country, covering the circulation of a limited scope of securi-
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ties. The solution to this issue lies in changing the mechanism for regulating the stock 
market, aimed at reorienting stock market participants towards long-term investments.

assessment of the influence of the factors of the “bank loans” group showed a strong 
correlation with the export of high-tech goods  .65). With that, short-term loans from 
second-tier banks do not have a positive effect on the development of innovations, since 
. This is because the terms of short-term lending do not coincide with the duration of the 
full innovation cycle. considering the fact that the indicators of domestic lending to the 
private sector and long-term lending to legal entities are very closely interconnected, it is 
advisable to assess individual models (eq. 1, 2):

Inn = 5,43 + 0.49 . C1, (4.61) (0.14) (1)
Inn = 16.0 + 1,8 . C2 – 3.03 . C3, (3.86) (0.25) (0.65) (2)

all regression coefficients are statistically significant. With that, an increase in the 
share of domestic loans to the private sector in GDP by 1% will involve an increase in the 
share of high-tech goods in industrial exports by 0.49%. Similarly, a 1% increase in the 
share of long-term bank loans to legal entities in GDP will contribute to a 1.8% increase 
in the share of exports, while an increase in the share of short-term bank loans in GDP by 
1% leads to a decrease in the share of exports by 3.03% (Figure 1).
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Source: compiled by the authors.

Within the framework of assessing the influence of the factors of the “assets of finan-
cial institutions” group on the indicator of the effectiveness of innovative activities (the 
export of high-tech goods in the total volume of industrial exports) in the Republic of 
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kazakhstan, the resulting attribute is most affected by the assets of insurance companies, 
and least affected by pension assets ( aggregate banking assets have a weak effect on the 
result . The regression model in this case has the following form (eq. 3):

Inn = 20.85 + 0.33 . A1 + 1.89 . A2 + 29.4 . A3, (8.89) (0.12) (0.97)(6.02) (3)
Thus, with an increase in the share of banking assets in GDP by 1%, an increase in 

the share of high-tech goods in industrial exports by 0.33% can be expected. In turn, with 
an increase in the share of pension assets by 1%, the share of exports of high-tech goods 
will increase by 1.89%. an increase in the share of assets of insurance companies will 
contribute to an increase in the export of high-tech goods by 29.4% of industrial exports 
(Figure 2).

Within the framework of assessing the influence of the factors of the “assets of financial institutions” 
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of financial assets in the Republic of Kazakhstan

Source: compiled by the authors.

according to the authors, the inconsistency of the results obtained regarding pension 
assets indicates the imperfection of the institutions that regulate financial organisations 
in terms of their interaction with the subjects of the innovation sector. additionally, the 
current practice of strict regulation, whilst also concerning subjects of the banking sector, 
reduces the role of these regulatory institutions in the development of kazakhstan’s inno-
vation sector. to study the degree of influence of the factors of the “stock market” group, 
which describe the developmental tendencies of the stock market of kazakhstan, it is neces-
sary to separately distinguish the indicators of “market capitalisation of listed kazakh com-
panies” and “value of shares in circulation”. However, the results show that these indicators 
do not significantly impact the indicator “export of high-tech goods”. The coefficients of 
paired correlation between these indicators amount to  and , respectively (Figure 3).
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it is necessary to separately distinguish the indicators of “market capitalisation of listed Kazakh 

companies” and “value of shares in circulation”. However, the results show that these indicators do not 

significantly impact the indicator “export of high-tech goods”. The coefficients of paired correlation 

between these indicators amount to 𝑟𝑟����� � ����� and 𝑟𝑟����� � �����, respectively (Figure 3). 
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Source: compiled by the authors.

The same result is obtained from a regression analysis of the dependence of innova-
tion on stock market indicators (eq. 4):

Inn = 24.5 + 0.13 . F1 – 1.44 . F2 (4.78) (0.25) (1.59) (4)
The results obtained by applying the economic-mathematical model allow for the 

formulation of the main conclusions in the context of this research:
1. The significant potential of the influence of bank loans on the results of inno-

vation – primarily long-term bank loans, the terms of which correspond to the 
duration of a fully-fledged innovation cycle – is confirmed, which determines the 
prospects of their use in contrast to short-term loans, for which such a depen-
dence was not observed.

2. a strong correlation was observed between the assets of insurance companies and 
the results of innovation, which indicates the potential of the insurance sector, 
including pension assets. The effective use of the long-term assets of the insurance 
sector in favour of innovation entities is successfully confirmed by global practice.

3. as expected, instruments of the securities market did not demonstrate an impact 
on the results of innovation due to the lack of development in the structure of the 
financial market and the lack of experience of entities in the innovation sector in 
the use of securities.

In the context of country models, there are differences in terms of activity and spe-
cialisation of financial organisations in the development of innovation. With that, the 
higher the degree of development of a country’s economy, the higher the share of partici-
pation in the innovation process occupied by the resources of both the banking/pension 
and insurance sectors. a relatively low degree of participation of entities in the banking 
sector in the country’s innovative development is noted in countries with the anglo-Sax-
on model, where the stock market plays this role, through which real sector enterprises 
form up to 40% of their resources.

In emerging markets, including in kazakhstan, the centre of gravity is shifting toward 
the public sector. Banking participation is mainly observed in cases where innovative 
projects are guaranteed or subsidised by the state (Rakhmetova et al. 2019). It is no secret 
that such tendencies are formed due to the fact that in the structure of the client base  
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according to the scale of activity, commercial banks give preference to large enterprises, 
the stability and solvency of which is undoubted. However, such enterprises do not ex-
press great demand for banking services due to the sufficiency of their own funds. on the 
contrary, active interaction with banks, including in innovation, manifests itself primar-
ily among small- and medium-sized businesses. The activities of such enterprises are 
characterized by a high degree of uncertainty regarding outcomes and a lack of confi-
dence that their ideas can be successfully commercialised, which in most cases leads to a 
lack of interest among banks in this area of activity.

one can single out the following directions as priority areas for enhancing the par-
ticipation of banking organisations in the development of real innovation:

 • the creation of industry-specific innovative banks is associated with the recogni-
tion of the priority of innovation in the modernisation and structural adjustment 
of the economy. according to the authors, all of the elements necessary for ensur-
ing all stages of the innovation process (business incubation services, technology 
transfer, etc.) should be concentrated within the structure of such a bank, in com-
bination with a clear industry orientation. This will reduce the cost of maintaining 
an array of development institutions;

 • the development of cluster initiatives in the regions. In 2006 in kazakhstan, the 
concept of creating regional socio-entrepreneurial corporations (Sec) was ap-
proved. These were territories created for the full production cycle of high-tech 
products, divided into several cluster formations. However, while support for 
regional economic entities, including innovatively active enterprises within the 
framework of the cluster approach, was fairly well conceived, problems remain 
in providing financial assistance to them. In this regard, financial institutions that 
would possess autonomy in deciding whether to grant a loan or finance a project 
should be built into the regional innovation system (alquist et al. 2019). In par-
ticular, this refers to a combination of clustering practices that are already used 
in the real sector with the formation of regional banking clusters, which should 
include both regional development banks and industry-specialised banks in ac-
cordance with the industry specialisation of the region, which are to perform the 
functions of financing innovation;

 • the introduction of tax incentive practices: there are various measures of tax incen-
tives for innovation. The mechanism of tax incentives is as follows: for the first two 
years, a company is completely exempt from taxes, and in the following years their 
rate is set at 15% (Galyukshova 2010). companies that work in technology parks 
have the right to pay only 10% of the income tax rate, while in a number of technol-
ogy parks this rate is set at 0%.

4. Conclusions

The pronounced processes of globalisation and the current tendencies of financial 
and economic turbulence have exacerbated issues that concern the sustainable develop-
ment of national economic systems, including those based on the harmonious intersec-
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toral cooperation of various economic entities. In this study, an attempt was made to 
simulate data so as to prove the degree of influence of the resources of financial institu-
tions on the development of the innovation sector in kazakhstan. With that, the pro-
cess of interaction between the financial/credit and innovation sectors of the economy 
is capable of simultaneously generating a multitude of effects – including results at the 
micro-, meso-, and macro- levels.

to effectively utilize the investment opportunities of kazakhstani insurance compa-
nies, it is necessary to formulate an appropriate state investment policy concerning the 
insurance market, which should contribute to an increase in its investment potential and 
should factor in the country’s investment priorities. to increase the role of pension assets 
in the development of the kazakh economy and the innovation sector, it is necessary to 
develop mechanisms for transforming pension savings into investment resources aimed 
at developing priority sectors.
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