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PUBLIC ADMINISTRATION OF INNOVATION ACTIVITY
IN THE SUBSOIL USE OF KAZAKHSTAN

Purpose of research — theoretical and methodological approaches study to the directions development of
innovation activity public administration in the subsoil use of Kazakhstan in modern conditions. In order to
improve the existing methodological approaches to the natural resource exploiting sector innovation activities
development of the national economy of Kazakhstan, the innovation activity public administration of subsoil use
in Kazakhstan principles and criteria have been developed and improved. Subsoil use is of particular significance
to ensure the country s innovation and sustainable development and is considered to be one of the most important
directions of national economic policy. Based on the proposed model of subsoil use public administration, a set
of measures can be developed and implemented that will allow solving both current and strategic tasks of sus-
tainable development of the mineral extractive industry of Kazakhstan. The integrated use of all proposed approaches
in the developed model will increase the subsoil use industries’ competitiveness, stabilize the environmental sit-
uation and improve the quality level and degree of raw materials processing. In conclusion, priority directions
and ways of developing innovation activities public administration of the mineral resource sector of the economy

are proposed, on the basis of which the sustainable development of the country s subsoil use can be realized.

Keywords: subsoil use, public administration, innovation activity, minerals, resources, sustainable develop-

ment, policy, model, factors, efficiency.
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Introduction. In modern conditions, the state
role problem in the country’s economic develop-
ment continues to cause controversy and discus-
sions. A number of scientists consider the public
administration weakening as a direct path to sponta-
neous market forces anarchy and, accordingly, to the
collapse of statehood, while others, on the contrary,
consider the market transition with the simultaneous
maximum reduction of the regulatory role of the
state as the only means of salvation. In our opin-
ion, the proponents of both points of view allow
extremes. A modern, in fact, a corporate economy
without an effective mechanism for its interaction
with the state, its legislative and executive author-
ities is impossible. Moreover, such a mechanism
has become one of the essential features of a high-
ly developed democratic society. This interaction
finds its practical embodiment in various forms and
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directions. The developed countries’ experience
shows that the current system of relations between
the economy and the state has gone through a long
and difficult path of formation and development.

If at the world economic system formation
initial stage, the emerging entrepreneurial class had
its main task in freeing itself from the strict guard-
ianship of the state, affirming the principles of free
competition and free market. In recent years, the
state’s regulatory and control role in the social and
economic fields has been continuously expanded.
The fact that is integrally inherent in a modern
highly organized society is that the economy and
the state do not deny, but complement each other,
which requires a certain development in the subsoil
use industries of Kazakhstan.

Literature review. The innovation activities
subsoil use public administration issues to increase
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its competitiveness in the economy of Kazakhstan
have always been the modern scientists and prac-
titioners attention focus.

Kantorovich L.V., Shumpeter 1., Kondra-
tyev N.D., Mensh G., Kleinknecht A., and other
foreign scientists [ 1-5] analyzed the formation and
innovation administration formation in the econo-
my; generalized the innovative development basic
principles; developed concepts of cyclical innova-
tions and economic development, and the public
administration innovative process.

Russian scientists such as S. Glazyev, L.
Bushuev, V. Emelyanov [6-8] have extensively
studied the the innovation process role in the econ-
omy and subsoil use, including the global crisis,
major disasters and other economic, technological,
and social changes.

However, although scientists are very con-
cerned about the subsoil use public administration
innovation activities, scientific and practical inno-
vations in the subsoil use field in Kazakhstan have
not yet been fully studied.

This article’s study choice, the goals and ob-
jectives, in addition to insufficient research in the
innovative industries development field and the
economic diversification current state, also depend
on these issues’ relevance and importance.

Main part. Public administration is aimed at
start-up entrepreneurs assisting in priority sectors,
creating equal competition conditions for all, and
orienting economic activity in accordance with the
whole society’s interests. The legislative bodies
adopt, in accordance with the Constitution, binding
laws and regulations. The main regulatory law for
subsoil use is the Code of the Republic of Kazakhstan
“On Subsoil and Subsoil Use” [9]. The Government
and the relevant local executive authorities develop
and implement common economic, industrial, ag-
ricultural, scientific and technical, financial, social
and environmental policies, as well as coordinate
the fuel and energy development, defense and social
industries, transport and communications and their

innovative development. In the middle and the end
of the XX century, the public administration role in
the economy significantly increased.

In a market economy, such administrative le-
vers as the establishment of social and environmen-
tal standards, rules of the land, water and nature
management, banking, antimonopoly regulation
and freedom of competition, protection of prop-
erty and legitimate income remain in the hands of
the state; state orders for the supply of the most
important types of raw materials, fuel and food to
centralized funds, the facilities construction and
the research and development work implementa-
tion that determine structural shifts, the balance of
the economy and the country’s defense capability,
which must be used to stimulate innovation [10;
11]. In the republic, construction and expansion
of an enterprise, lease of land plots, and work on
subsoil use are not allowed without the approval
of the Competent Authority.

The current mineral resource republic base
condition indicates the need for the further sub-
soil use innovative system development, includ-
ing the insufficiently effective state subsoil fund
management system transformation. There is also
a necessity to make great changes to the hydro-
carbons resource base established reproduction
mechanisms, which do not consider the economic
situation that has developed in the republic recent-
ly. The public administration and control existing
system in the strategic mineral use and reproduction
leads to accelerate the best reserves development
in terms of quality, new deposits’ commissioning
low rates, development projects violations of devel-
oped fields, reserve preparation’s insufficient rates
and other negative trends that reduce the country’
subsoil use and the innovation system’s efficiency
of the Republic of Kazakhstan [12, 13].

The PEST analysis shown in table 1 is aimed
at identifying political, economic, social, and tech-
nological factors and their impact on innovation
activities in subsoil use.

Table 1

PEST analysis of subsoil use innovation activity*

Political factors

Economic development

1. Public administration in subsoil use

2. Innovation activity regulation

3. Legislative framework

4. Antimonopoly regulation and competitive
environment

1. Prices for energy resources and their processing products
2. Inflation rate and inflation expectations

3. Refinancing rate of the National Bank

4. The exchange the national currency rate against world cur-
rencies
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Social factors

New technologies development

1. Social policy

2. Demographic policy

3. Unemployment rate

4. Income and expenses of the population
structure

1. State technical policy

2. Innovations and new technologies development
3. R&D development

4. Patent environment

* Compiled by the authors

The budgetary efficiency of the mineral resourc-
es innovation system is based on the fact that the
raw materials sector is connected by complex and
diverse relationships with the state budget, being the
main source of its revenue and the recipient of public
funds, influencing the budgets’ formation and execu-
tion at all levels. Ensuring the effectiveness of these
relationships is the most important state task and the
main policy goal aimed at achieving the mineral
resources innovation system budgetary efficiency.

The main principles of this policy are the
following:

- sustainable perspective — early and reason-
able state determination of the necessary forecast
volumes of direct budget revenues from the inno-
vative sector in subsoil use enterprises;

- comprehensive assessment — the record of
current and prospective results from the activities
of the subsoil use innovative sector, reducing future
costs in related industries;

- balance — compliance of the innovation sec-
tor capitalization growth and the budget revenues
volume provided by it;

- consistency and purposefulness in the public
funds use, as well as investments carried out under
the state control.

The minerals innovation system state invest-
ment policy provides for solving the tasks the in-
vestments volume increasing and changing their
structure. State support for investments measures
in the subsoil use innovative system provide [14]:
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- comprehensive insurance programs support,
reducing entrepreneurial and non-commercial in-
vestment risks assistance;

- business climate improvement, clear and
stable rules creation of companies’ economic ac-
tivity, primarily on the basis of a predictable and
balanced taxation regime and a regulatory frame-
work that protects and guarantees respect for the
investors’ rights;

- state price (tariff) regulation improvement
in the natural monopolies field;

- depreciation policy improvement;

- licensing policy improvement, unreasonable
administrative barriers elimination;

- minerals innovative facilities creation in the
extraction, processing, and transportation regu-
latory framework improvement in the investors’
(including foreign ones) participation field;

- leasing relations development.

The subsoil use public administration model
depends on a number of factors that are noted: the
rational subsoil use of resources, the complex na-
ture of mineral resources use, the environmental
ecology preservation (Figure 1).

This model can be represented in the form of
a mathematical formula:

Y= f(xy, xs, ... )

where x, x,, ..., x — factors of subsoil use public
administration;
n — the number of factors.

X,),
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Public Administration of
Subsoil use

Public Administration Efficiency = state budget revenues increase

Main factors

Rational subsoil resources
use

The complex nature of the
mineral resources use

Ecology preservation of the environment

1 §

Taxes

Penalties

Result:
Budget revenues

Figure 1. Model of public administration of subsoil
use innovation activity in the Republic of Kazakhstan*

* Compiled by the authors

The economic efficiency of public adminis-
tration of subsoil use innovation activity can be
expressed in the form of a formula:

F@)y=dl(y,, ... yu), (2)

where F(¢) — state budget revenues from the coun-
try’s subsoil use;

dl(y, ...y ) — state budget revenues increase
due to taxes, fines and other revenues to the coun-
try’s budget.

The state investment policy provides for the
support by the subjects of Kazakhstan of innova-
tive investment projects related to the production,
processing, and raw materials transportation, the
special economic conditions creation that cause
the production and employment growth in the re-
spective regions territories.

An important state industrial policy direction is
product development in the Republic of Kazakhstan
of modern subsoil use innovative equipment, tech-
nologies, and materials. It is intended to continue
the subsoil use domestic equipment production
state support the forms and methods improvement
in compliance with the budget efficiency policy
principles. According to the national innovation
policy key concepts, actively maintain leading for-

eign companies cooperation in various forms is re-
quired, whether it is the joint ventures organization
on the territory of the Republic of Kazakhstan or
in terms based on advanced foreign technologies
innovative industries development. An important
reserve for domestic companies investment attrac-
tiveness increasing can be their expansion and in-
tegration. Promising investment projects should be
encouraged primarily by commercial and non-com-
mercial risks assurances providing and subsidiz-
ing the interest rate on loans from the Republican
budget for the innovative projects implementation.

The subsoil use enterprises innovative prod-
ucts’ competitiveness increasing will provide the
innovation and production modernization activa-
tion sources’ formation, their products demand/
income increase, and a significant increase in the
revenue side of budgets. The subsoil use innovative
system state support can be carried out by subsi-
dizing interest rates on loans attracted to finance
certain activities of targeted programs.

Subsoil use field and state mineral fund ad-
ministration state innovation policy goal, fulfilled
in accordance with minerals and subsoil use field
state policy provisions and principles, should be
the hydrocarbons mineral base and other types of
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minerals reproduction and rational subsoil use of
Kazakhstan supply ensuring sustainable economic
state development.

Conclusion. The subsoil use innovation sys-
tem development key components of the Republic
of Kazakhstan economy include:

- developed structural policy in the subsoil use
innovative sector, including the natural monopolies
reform, aimed at building competitive relations in the
subsoil use sectors of the Republic of Kazakhstan;

- price (tariff), tax and customs regulation in-
terrelated measures;

- a civilized legal framework and institutions
formation and implementation in practice for the
innovative resources’ development;

- public administration mechanisms’ creation

and development for the scientific base, production,
and innovative resources’ sale creation.

Public administration of subsoil use innovative
development provides for:

- the regulatory and legal frameworks, and
the commodity market participants activities rules
development;

- resource purchase and sale transactions trans-
parency increasing, developing a trade licensing
system as a price liberalization condition in the
relevant minerals sectors;

- Kazakhstan’s minerals sector anti-monopoly
regulation and control improvement; to prevent the
monopoly of individual commodity market segments;

- the integrated monitoring and control system
improvement in the innovative subsoil use system.
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C.X. BeiicemdexoBa, M.P. Cuxpimbaesn, U./1. Typreab

KA3AKCTAHHBIH KEP KOMHAYBIH MAIATTAHYIAFBI
MHHOBAIMSUIBIK KbI3BMETTI MEMJUIEKETTIK BACKAPY

Angarna

3eprrey Makcarsl — KaszakcTaHHBIH JKep KOWHAybIH NaijaiaHy[blH MHHOBALMSUIBIK KBI3METIH Kasipri
JKaF/aiiia MEMIICKETTIK peTTey OarbITTapblH JalbIHAAYIbIH TEOPUSUIBIK XKHE 9JiICHAMAJIBIK TOCUIAEPIH 3epTTey.
KasakcTan XasblK IIapyaliblUIbIFBIHBIH TaOUFATThl NalIajdaHblIaThIH CEKTOPBIHBIH WHHOBALMSIIBIK KbI3METIH
JAMBITYIIBIH KOJIAHBICTAFbl 9J[ICHAMAJIBIK TACUINEPiH JKETUIipy MakcaTrbliHAa KasakcTaHHBIH ep KOWHAybIH
naiaanany/ablH MHHOBALMSUIBIK KbI3METIH MEMJIEKETTIK PETTEYAIH KaruJaTTapbl MEH eJIIeMAepi 931piaeH/Ii )KaHe
JaMbIThUIIbL. JKep KoMHayblH maiianaHy WHHOBAIMAJIBIK KbI3METTI JaMBITY/a JKOHE €JJIH TYPaKThl AaMybIH
KaMTaMachI3 €Ty/e epeKIIe MaHbI3bl 0ap MEMIICKETTIK SKOHOMHKAJIBIK CasicaTThIH MaHbI3/bl OAFBITTapBIHBIH Oipi
petinze KapacTblpbutaabl. JKep KoitHayblH maiianaHy sl MEMJIEKETTIK PETTEYIiH YCHIHBUIBII OTHIPFaH MOJCIIH
Heri3re aja OTBIPBII, oyapAbl icke acklpy KazakCcTaHHBIH OHAIPYII eMeC OHEpKACiOiH TYpakKThl AaMBITYIbIH
aFbIMIAFbl XKOHE CTPATErHsUIBIK MIHACTTEPIH MIeNIyre MyMKIHIK OepeTiH mapaiap KelleHi a3ipiieHyi KaHe icke
aCBIPBUTYBl MYMKIH. O31pJICHICH MOJIEIIb/IC YCHIHBUIFAH OapIIbIK ToCUIIep/l KeMeH Il aijanany xep KoiHaybIH
naiianany canaiapblHbIH OaceKkere KabijIeTTUIIrH apTThIpyFa, SKOJIOTUSUIBIK XKaFIaiIbl TYpaKTaHIbIPYFa )KaHe
IIMKI3aT peCypCcTapbiH OHACY/IIH CaNabIK ICHICHI MCH JOPEKECIH apTThIpyFa MyMKIiHIIK Oepeai. KopeIThiHabIIa
9KOHOMHUKAHBIH MHHEPAJIIBIK-IIMKI3aT CEKTOPBIH MEMJIEKETTIK PETTEY/IH MHHOBAIMSUIBIK KbI3METIH JaMbITYIbIH
6acbIM OarbITTaphl MEH OJ1aphl YCHIHBUIA/IBL, OJIap/IbIH HETi31H/e eNJIiH JKep KOHHaybIH Nalaananyibl TYPaKThl
JIAMBITY )KY3€Te aChIPbUTYbl MYMKIH.
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TOCYIAPCTBEHHOE YIIPABJJEHUE HHHOBAITMOHHOM TEATEJILHOCTH
B HEJJPOIIOJIb30BAHUH KA3AXCTAHA

AHHOTaIUSA

Henp mccnenoBaHUs — WCCIEAOBAaHUE TEOPETUUYECKUX W METONOJIOTHYECKHX IOJXOI0B K BEIpaOOTKE Ha-
MIPaBJICHUN TOCYJApCTBEHHOTO YIPaBIICHISI HHHOBAIMOHHON IEATEIBHOCTH HeApomoinr3oBaHus Kazaxcrana B
COBpPEMEHHBIX ycIoBHAX. C MEeNbI0 COBEPIICHCTBOBAHMUS CYIIECTBYIOIINX METOAOIOTHIECKHIX MOJXOM0B K pas-
BHUTHUIO MHHOBAI[OHHOH JESTEIHHOCTH IPHUPOIOIKCIUTYaTHPYIOIIETO CEKTOpa HapoxHOTO X03s1icTBa Ka3zaxcrana
pa3paboTaHbl U Pa3BUTHI IPUHIUIB U KPATEPUH TOCYIAPCTBEHHOTO YIIPABICHUS HMHHOBAIIMOHHON AEATEIBHO-
ctH Hepponoiabp3oBanmst Kazaxcrana. OpurHHANBHOCTE / IEHHOCTH MCCIIEOBAHIS — HEIPOTIOIb30BaHIE paccMa-
TPUBAETCS KaK OJIHO M3 BAXXHEHIIINX HAMIPaBJICHUI roCy1apCTBEHHOM SKOHOMUYECKON TIOTUTUKH, KOTOPOE UMEET
oco0oe 3HaYeHHE B Pa3sBUTHHA WHHOBAITMOHHON NESATEIHHOCTH M OOCCIIEUCHNN YCTOWIMBOTO Pa3BUTHUS CTPAHBL
Hcxons w3 mpemaraeMoil MOIETN TOCYIapCTBEHHOTO YIPABICHUS HEIPOMOIb30BAHISI MOXKET OBITH BBIPado-
TaH W peaNn30BaH KOMIUIEKC Mep, KOTOPHIE MO3BONAT PEIINTh, KaK TEKYIIHe, TaK M CTPAaTerHYecKUe 3aJadu
YCTOWYMBOTO pa3BUTHS HEAPOAOOBIBArOIIEH MPOMBIIIIIeHHOCTH Ka3zaxcrana. KoMIiekcHOe HCIoTb30BaHNEe BCEX
MTOJIXO/IOB, TPEIJIOKEHHBIX B pa3pab0TaHHON MOIEIH, TO3BOIHUT MMOBBICUTH KOHKYPEHTOCIIOCOOHOCTH OTpacien
HEIPOIOIH30BaHMS, CTAOMIN3UPOBATh AKOJIIOTHIECKYIO CHTYAIHIO U TOBBICUTh KaueCTBCHHBIN YPOBEHB H CTE-
IIeHb TepepaboTKH CHIPREBBIX PECYPCOB. B 3aKifoueHMM MpemiaraoTcs IpUOPUTETHRIC HANPABICHUS U MTyTH
Pa3BUTHA HHHOBAIIMOHHOW IEATEIFHOCTH TOCYIapCTBEHHOTO YIIPABICHNS MUHEPATHHO-CHIPHEBOTO CEKTOPA KO-
HOMUKH, Ha 6a3e KOTOPBIX MOXKET OCYIIECTBUTHCS YCTOHINBOE Pa3BUTHE HEIPOIIONB30BaHHS CTPAHBL.

— NSRS
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