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Summary

The article describes the role of artifacts of early history demonstrating a national brand in modern
independent Kazakhstan.
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Summary

In the article the peculiarities of promotion of tourist services of the company through electronic
resources (social networks) were considered. Special attention is paid to functional features and direc-
tionality of the popular social platforms.
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 Summary

In the article the author considered the modern information technologies, namely automated control
systems in the tourism industry. The author identified the main problems and prospects of using automated
management systems in activity of tourist enterprises on the example of Astana. The author proposed to
develop its own automated control system for all companies in the Kazakhstan market of tourist services.
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Summary

In this article, an attempt is made to analyze the prospects for the development of the IT industry,
the trends in its development, what the professions will be and what competencies the specialists working
in this industry should have.

    UDC  378.1
A. Satbayeva, PhD, Senior Lecturer

                                            KazUEFIT

MODERNIZATION  OF  HIGHER  EDUCATION  AS  A  FACTOR
OF  THE  QUALITY  ASSURANCE  OF  HUMAN  CAPITAL

 The article deals with the modernization of organizational and economic relations in the
system of higher education in the stage of formation of intellectual potential as the basis for eco-
nomic development. The main part of the authors of the study analyzed the existing level of qua-
lity of human capital through higher education. The authors concluded that the factor of develop-
ment of human capital is the institution of education that goes beyond the traditional educational
system, becoming a “lifelong learning” in the modern world. Formulated a series of measures
needed to be implemented in the higher education system, which will prevent the loss of human
capital and optimize the process of its formation. Marked direction of intellectualization of Kazakh
society and improving the quality of human capital.

Keywords: Education, Higher Education, University, Human Capital, the Republic of
Kazakhstan.

1. Introduction
The issue of evaluating the productive

capacity and human potential of the whole society
is one of the unsolved questions of the economic
theory. The power of the concept of human capital,
both theoretically and practically, is adjacent to
the lack of tools and indicators to measure it.

The need to solve this issue is becoming more
obvious and is dictated by the urgent need of
solving global economic problems faced by hu-
manity in the transition to a new stage of civilization,
called the emergence of the informational society,
knowledge-based economy, the new economy.

The post-industrial economy has significantly
changed the attitude of the factors of production.
When industrial economy efforts have been con-
centrated on the saturation of the production of

equipment, in the post-industrial era the main posi-
tions in the system of social values is held by the
production of intellectual products with high tech-
nology and the accelerated pace of technological
renovation, both in production and service sectors.

Thus, there is a worldwide tendency of eco-
nomic development based on the quality of human
resources at their disposal. Quality indicators of
human resources, more and more influence on the
basic parameters of social and economic deve-
lopment [1].

Human potential is a complex economic cate-
gory, has a qualitative and quantitative charac-
teristics. Many scientists, economists at various
times suggested to use a variety of approaches
and methods of its measurement.

Strategic priorities for socio-economic
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growth of the Republic of Kazakhstan, associated
with the industrial and innovative development,
make business education an important resource
for the new economy.

In order to properly understand the economic
situation, to know and apply into practice the initial,
though necessary business concepts, it is prefe-
rable to have relevant education. Adapting to new
social challenges requires creative approach and
innovative ideas that generate meaningful context
for contemporary educational paradigm [2].

At the present time, when the Republic of
Kazakhstan, like other member countries of the
Customs Union, is facing serious economic prob-
lems, the business education system should play
an important role in helping to meet these chal-
lenges. Institutions can and should contribute to
economic growth, primarily through the provision
of graduate quality training not only for general
employment, but to fulfill specific tasks in the emp-
loyment sector. Significant efforts are focused at
creating opportunities for on-the-job training, as
well as enhancing the participation of employers
in the business education system.

Traditionally, the United States and Western
Europe were always considered the most popular
environment for business education and subse-
quent employment. In recent years, the center of
global economic growth is clearly shifting towards
the Asia-Pacific Region [3].

In a market economy, which was chosen by
Kazakhstan more than 20 years ago, entrepre-
neurship is country’s main driving force, largely
depending on the level of business education. Se-
paration of a business education segment from se-
condary vocational economic education was due
to the structural changes and socio-economic
transformations, associated with obtaining state
sovereignty and economic independence, transi-
tion to a new type of economic relations, develop-
ment of entrepreneurship and private property
institution [4].

2. Brief Literature Review
Works of following authors were devoted to

study of theoretical aspects of effective manage-
ment systems in educational organizations:   (Ye-

leussov et al., 2015) [5], (Krasikova, 2014) [6],
(Kurmanov et al., 2015) [7], (Aliyev and Kur-
manov, 2015) [8], (Kirichok, 2013) [9] and
(Zhaitapova and Satyvaldiyeva, 2012) [10] also
made substantial contribution to the development
of educational issues.

Despite the high scientific interest to this prob-
lem and  number of studies available, it is worth
to note that issues of education are not elaborated
and in demand   in developing strategy today. These
considerations determined the choice of research
topics and its direction.

3. Methods
Taking into account the lack of official statistic

data on education in the Republic of Kazakhstan
current study has an experimental and evaluative
nature. The research methodology is based on the
processing of secondary data that makes it possible
to conduct a preliminary analysis of the problems.

We used descriptive and conservative ap-
proaches, as well as generalization and a retros-
pective analysis.

4. Results
4.1 The current state and human capital

development trends in the Republic of Ka-
zakhstan

The concept of “human capital” in the
economic theory came through by the efforts of
two the Nobel Prize winners in Economics Theo-
dore Schultz (Shultz, 1964) [11] and Gary Becker
(Becker, 1964) [12], who argued  that improving
the welfare of poor people does not depend on
the land, machinery or effort, but rather on
knowledge.

A fundamental contribution to the develop-
ment of the modern theory of human capital were
made by T. Schultz, G. Becker, R. Solow, S. Kuz-
nets, I. Fisher, R. Lucas and other economists,
sociologists.

Schultz proposed the following definition: “All
human resources and capabilities are either con-
genital or acquired. Everyone is born with an indi-
vidual set of genes determining his innate human
potential. Acquired valuable human qualities that
can be amplified by specific inputs, are called as
human capital” [11].

,       
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The concept of human capital has been put

forward by American economist G. Becker in
1960 and represents accumulated knowledge,
skills and craftsmanship that employee has and
has acquired during his training, education, pro-
fession all training, work experience. Becker
(Becker, 1964) considered the cost of education
and trainings, as main investments into human
capital, and assessed their cost-effectiveness as
the ratio of revenues to costs, having about 12-
14% of annual profits [12].

Schultz believed that the accumulation of
people’s ability to work, their creative activities in
social life, the maintenance of health are the main
results of investment in human capital and he
believed that human capital has the necessary at-
tributes of a productive nature, it is able to accu-
mulate and build up [11].

According to Schultz’s (Shultz, 1964) asses-
sment, for accumulation of human capital is used
not  of total produced value in society, as would
most of the theories of reproduction of the XX
century suggest, but 3/4 of its total value [11].

In our opinion, the human capital is complex
of intellectual abilities, skills, knowledge and abili-
ties of the person received during getting education
and practical activities, quality of life and health.

Human development as a complex economic
category has qualitative and quantitative charac-
teristics. At different times many scientists, econo-
mists offered to use a variety of approaches and
methods for measurement.

The simplest way of measuring human deve-
lopment that use natural assessment is measuring
human development in man-years of study. The
more human learns, the higher his level of educa-
tion, the greater the amount of his human deve-
lopment. However amendments that take into ac-
count the same duration of training at different levels
of education (for example, secondary education
in schools and higher education at the university)
are made.

The most common method of measuring hu-
man development is the cost. The founder of this
method is W. Petty (Petty, 1940) [13] who pro-
posed technique of calculating value of each per-

son with the help of which human productive for-
ces were assessed for the first time. In his opinion
the value of ground mass of people is equal to
twenty fold annual income that they bring.

From the perspective of cost estimate A. Smith
(Smith, 2007) [14] and D. Ricardo (Ricardo,
1955) [15] calculated the cost of human capital.
In his research A. Smith pointed out on characte-
ristics of labor market operation and thus of human
capital. In his opinion not labor force (inability to
work) acts as goods on labor market but labor
[14]. To form knowledge, skills and best practices
of employee it is necessary to invest «true costs»,
including time, labor and expenses. Cost-based
component of expenses, according to A. Smith
(Smith, 2007) [14], is fundamental element of
human capital formation. D. Ricardo (Ricardo,
1995) [15] called «true costs» cost of labor force
reproduction.

Cost method for assessing human capital was
also used by K. Marx (Marx, 1967) [16]. Howe-
ver Marx believed that subject of purchase and
sale on labor market is not the labor itself, but
«labor force», i.e. ability to work. In this case labor
force appears as commodity. Main terms for sel-
ling this product by employees are qualitative and
quantitative characteristics.

During development of human capital theory
G. Bekker (Becker, 1964) [12] proposed subjec-
tive marginal utility of organization as a basis.

One of the areas of cost estimate is method
of measuring human capital through production
of cost for productive capacity and amount of this
capacity. Thus, human capital is measured indi-
rectly with the help of market costs, by which they
should be rented. This area was developed by
L. Thurow (Thurow, 1970) [17].

The most common method of measure-
ment – principle of future income capitalization
based on position of preference benefits in time.

While using this method economic impact of
human capital use is taken into account in calcu-
lation. According to I. Fisher use of capital means
getting interest as a universal form of any income.

G.Bekker (Becker, 1964) [12] measured hu-
man capital on the basis of combination of one
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unit of simple labor proposed by him and known
quantity of human capital embodied in it. A. Mar-
shall (Marshall, 2009) [18] improved methodo-
logy for human capital assessment proposed by
G.Bekker (Becker, 1964) [12]: «total earnings of
any person after he completed investment in human
capital are equal to income on these investments
and earnings from his initial human capital».

Nowadays aggregated indicator of human
development index (HDI) is used to determine the
amount of accumulated human capital. HDI is
aggregated indicator of human development, which
characterizes average level of achievements of any
country on the most important three aspects of
human development:

1) health and longevity measured by life ex-
pectancy at birth indicator;

2) access to education measured by adult
literacy level and aggregate gross coefficient of
educational coverage;

3) adequate standard of living measured by
amount of gross domestic product per capita in
US dollars at purchasing power parity [19].

National human capital is more than half of
national wealth of each developing country and
more than 70-80% of developed countries of the
world, it was and remains the maim intensive factor
in development of economy and society.

Human capital (HC), like any other capital, –
physical, natural, financial – has value, subject to
renewal, modernization and development. The
main measuring indicators of HC are its cost and
capacity (efficiency) as intensive factor of deve-
lopment. HC have all properties and indicators of
development intensive factor.

Human capital as economic category leads
to strong separation of peoples and nations by its

main indicator – by efficiency and quality. At the
same time, Human Development Index (HDI),
nowadays widely used by international institutions
of the United Nations, dramatically eliminates
these differences. This is the main difference bet-
ween HDI and efficiency indicator of HC [20].

National human capital (Human Capital) is
essentially different by quality and cost per capita,
as well as by its efficiency for different countries.
These indicators of HC depend on quality and
ethics of labor that are historically determined by
degree of economic freedom and mentality.

Capacity or efficiency of HC is determined
by transformation ratio of investments in HC (1),
that can be greater than one (for the most develo-
ped countries with the highest quality of HC, know-
ledge economy and information society) and less
than one for developing and underdeveloped coun-
tries of the world. For countries with low-quality
labor and its low capacity it is several times lower
than that of developed countries, as well as labor
capacity.

Transformation ratio of investments in HC
(efficiency coefficient) reflects integral capacity and
efficiency of cumulative national HC, which, in its
turn, determines average labor capacity in indust-
ries with high added value (manufacturing industry,
high-tech industries).

In 2012 HDI in USA was 0,902 and in Rus-
sia – 0,719 (difference – 20%), that, of course,
does not reflect gap between countries on human
development, nor, especially, on cost per capita
and capacity of national HC of these countries.
Ratio of coefficients of HC efficiency is completely
different – in USA it is 4,1 times higher than in
Russia, that is close to ratio of average labor capa-
city in the countries (Table 1).

,       

Table1. Human capital efficiency coefficient*

Country Type of  
economy 

Human 
capital 

efficiency 
coefficient 

Raw- 
material 
economy 

index 

Index of  
Economic  
Freedom  

(IEF) 

Human  
capital  
quality  
index 

1 2 3 4 5 6 
USA Knowledge 1,225 1 0,78 1,67 
Great Britain Innovative 0,855 1 0,75 0,96 
Germany Innovative 0,93 1 0,72 1,14 
 



35

, 
, 2

01
7.

 –
 

2.

  ,      

1 2 3 4 5 6 
Japan Innovative 0,93 1 0,73 1,13 
China Industrial with 

focus of 
innovative 

0,49 1 0,52 0,45 

India Industrial with 
focus of 
innovative 

0,37 1 0,55 0,19 

Russia Industrial and 
raw-material 0,30 0,75 0,51 0,31 

Estonia Industrial 0,67 1 0,75 0,59 
Kazakhstan Industrial and 

raw-material 0,29 0,56 0,62  

              *Source: Calculated by the authors based on [21]

The main lack of HDI is that this index does
not reflect quality of education, quality of GDP
per capita and even quality of public health. In
developed countries quality and cost of education
is much higher than in poor or developing count-
ries. A large proportion of oil and gas sector of
economy and its income allows taking high posi-
tions in HDI rating, for example, oil-producing
Arab countries, which less employ their national
HC even in oil and gas production. That is way Ju.
Korchagin (Korchagin, 2006) [22] introduced
decreasing coefficient that for Russia is equal to
0,84, and for Kazakhstan – 0,7, which is determi-
ned by ratio of GDP and exports of raw materials
to account for higher export income in calculation
of national HC efficiency in countries with com-
modity-dependent economies.

HDI, playing certain positive role, lost its
objectivity in assessing features of national human
development and HC, but it can serve as one of
indicators during assessment of HC efficiency.
UNESCO even declared the crisis of education
in prosperous by HDI (included in groups with
the highest, high and medium HDI) Arab countries
as one of causes of revolutions in them [23].

Shadowing HC inefficiency due to low quality
of education, health, science, security, elite by high
and smoothed values HDI only hinder lagging
countries to clearly outline the scope of their com-
petitive weaknesses and shortcomings.

It is necessary to determine quality and cost
for human capital taking into account science as

its most important component. Education cannot
be of high quality and competitive, if science is in
decline. Education and science are united and
closely interlinked.

Research of UN analysts led to pessimistic
conclusion: human potential can quickly degrade
due to sales of natural resources, extremely slow
development of industries with high added value,
decline of basic science, culture, inaccessibility of
quality medical care for people, anti-market men-
tality of the population.

S. Egorov (Egorov, 2004) [24] notes that the
important factor in human capital development is
institute of education, which in the modern world
goes beyond traditional educational system beco-
ming «learning throughout life».

Nowadays knowledge, practical skills and
information are determining criteria and driving
force for development of economy, social sphere
and public life. But knowledge by itself without
professional-human, who possesses it, does not
transform the economy. Universities as society
development institutions generate knowledge;
provide training of personnel – scientific and edu-
cational, technological, managerial and cultural
elite of the country.

Today, educational content goes out of date
very quickly, according to experts, scope of pro-
fessional information doubles every 7-8 years.
On this basis in order to bring up competitive spe-
cialists, it is necessary not just to «transmit» know-
ledge, but also teach to obtain it independently
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and use in practice. Currently, due to changes and
financial-economic crises in the modern world
educational system is required deeper perception
of human current problems. Today teachers and
students cannot keep out of global socio-econo-
mic problems. Training in-demand for economy
specialists, who are ready to participate in at fo-
refront of society innovative modernization and
thus having positive impact on young generation,
forming its worthy ideals, – challenging task. Pro-
perly developed  university strategy, development
of corporate culture help to solve it.

Human capital has all the properties and
indicators of intensive development factor, but
there are some problems with the precise measu-
rement of its cost and performance.

These problems are connected with the vague-
ness of the definition of multi element, compound
and complex human capital itself, as well as with
the dependence of its quality and, accordingly, the
performance on many parameters and indicators
that can characterize one or another country.

Moreover, there are ethical problems with
using fully the concept of “capital”, as it relates to
a person, people and nation. Economic category
of “human capital” inevitably leads to a strong sepa-
ration of peoples and nations by the main indica-
tor – by efficiency and quality of human capital.

However, human development index (HDI)
widely used by the international institutions of the
United Nations dramatically eliminates these
differences.

Being a combination of indexes of longevity,
education and income, the HDI allows more ade-
quate and comprehensive consideration of the
development.

The index takes into account the most im-
portant parameters of human well-being.

Directly or indirectly such characteristics as
health and longevity, the environment, the level of
culture, education and income levels are taken into
account through the index.

All these components are documented and
are suitable for cross-country comparisons.

HDI is the integrated socio-economic indicator
which is constantly being improved by experts of UNDP.

The main management resource is not the
financial resources and other conventional re-
sources, but the intelligence of professors, tea-
chers, young scientists with entrepreneurial talent
and leadership qualities. This is the way the cor-
porate culture of the university generates human
capital, the development of which determines the
knowledge economy.

Higher education plays an important role in
the training of competent and competitive specia-
lists for all branches of the national economy, in
the integration of science and production.

To increase the efficiency of human capital
and to create an innovation economy at the level
of advanced countries it is necessary to achieve:

– very high level and quality human capital
and high investments in its growth and deve-
lopment;

– high level and quality of life;
– high level HPDI and economic freedom;
– high level development of basic science;
– high level development of applied sciences;
– availability of the powerful intellectual cen-

ters of technological development in the country;
–  large proportion of the sector of the new

economy;
– owerful synergetic effect in all spheres of

human intellectual activity;
– advanced and effective innovation and

venture systems supported by the state;
– n attractive investment climate and high

level of investment ratings;
–  favorable business and tax climate;
– diversified economy and industry;
– ompetitive products in the global techno-

logy markets;
– n effective state regulation of the country

development;
– transnational corporations ensuring a com-

petitive technological and scientific development
of the country;

– low level of inflation (less than 3-5%).
Integration of education, science, industry, the

development of post-graduate education based on
modern scientific, technology advances are today
one of the priority fields of economic development.

,       
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4.2 Problems and development trends of
the higher education in the Republic of Ka-
zakhstan

Following independence and the beginning of
the transition to a democratic society and a market
economy, a significant progress has been achieved
in reforming of higher education in Kazakhstan;
the principles and content of education have been
radically changed. The supportive environment
was created for the education market formation
and development that covered both public and
private educational institutions.

Higher education institutions network was
created to train staff that meets the needs of a
market economy. Besides, new training programs
and curriculums were developed and implemen-
ted, new specialties were initiated. The main trend
in the higher education development was refusal
of centralized management in education and the
abolition of rigid centralization of higher education
institutions. As a result, the private higher education
sector has started to work on an equal footing with
public universities, which were granted the right
to enroll and educate students on a fee-paying
basis. This initiative was supported by the Kazakh-
stan Competition Law.

The most important were efforts that resulted
in the recognition of Kazakhstan diplomas abroad
and similarly, recognition of foreign certificates and
qualifications in the Republic of Kazakhstan. This
was facilitated by signing President’s Decree #202-
13 (April 11, 1997, Kazakhstan) and the ratifica-
tion of Convention on the Recognition of Qualifi-
cations concerning Higher Education (December
13, 1997, Lisbon).

In 1998, the International Convention, uni-
fying higher education system worldwide, was
adopted. The American model with the stages of
bachelor degree course, master degree course,
and doctorate program was approved as a standard.
Now, the countries in Europe and Asia, including
the CIS countries, gradually change to this system.

An important development line in higher and
postgraduate education of the Republic of Ka-
zakhstan is its approach to international standards
by joining of domestic undergraduate and post-

graduate education to the Bologna Process.
Currently, in the Republic of Kazakhstan a

multi-level training model is applied, which includes
business education, providing training of specialists
for market economy (OECD Bulletin, 2007) [25].
Established educational structure consists of the
following education stages:

– higher professional education (bachelor and
master degree courses);

– continuing professional education (retraining
and advance training);

– business education (international business
schools, corporate universities and training centers,
training and consultancy companies, business col-
leges, etc.), which implement a wide range of busi-
ness education programs.

Bachelor and master degree courses are inde-
pendent stages in the higher education process.

Bachelor’s degree is an academic degree that
any university student can get after acquiring the
necessary knowledge in the chosen specialty. This
qualification is considered a confirmation that the
student has acquired higher education and is well-
versed in the chosen specialty.

After receiving a bachelor’s degree, a citizen
of the Republic of Kazakhstan has the right to hold
certain positions for which one should have a hig-
her professional education. These are primarily
the employees of different social and economic sphe-
res (administrators, managers, accountants, etc.).

Numerous professions offered by universities
in Kazakhstan provide students wide employment
opportunities. Due to the fact that students’ pro-
fessional training is maximally close to the real
practical conditions and is not focused just on nar-
row specialization, university graduates can change
their profession within one year.

Master degree course is the upper stage of
higher education. With the right choice of specia-
lization, the student not only increases his moti-
vation to learn, but also enhances the overall per-
formance. In order to be enrolled in a master deg-
ree course the student first must have a bachelor’s
degree or be certified specialist in selected pro-
fession. If we take into account the fact that bache-
lor degree courses emerged not so long ago, most

  ,      
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of the graduates willing to be enrolled to master
degree courses, are graduate professionals. Besi-
des, adults who want to get second higher educa-
tion are also trained in the master degree courses.

During the period from 1990 to 2001 the num-
ber of higher education institutions, offering mana-

,       
gement training in the Republic of Kazakhstan,
has increased from 55 to 185, i.e. more than 3 times.
Since 2000, the total number of higher educational
institutions decreases. Indicators showing higher
education development in the Republic of Kazakh-
stan for 1990-2013 are presented in Table 2.

Indicators 1990/ 
1991 

2001/ 
2002 

2010/ 
2011 

2011/ 
2012 

2012/ 
2013 

Number of higher education institutions 55 185 149 146 139 

Number of students 287 367 
514 
738 

620 
442 629 507 571 691 

Number of academic staff 21 955 34 508 39 600 40 531 41 224 
 

Table 2. Higher education development indicators
of the Republic of Kazakhstan for 1990-2013*

      *Source: Calculated by the authors based on [26]

Currently, there are 139 higher education
institutions in the Republic of Kazakhstan; 50 of
them are public universities (including 9 national
universities, 1 international university, “Nazarbayev
University”, 33 public universities, 16 corporati-
zed universities, 66 private universities, and 13
non-civil universities) with an enrollment of 571,7
thousand students (excluding graduate and doc-
toral students).

Currently, there are following trends in Ka-
zakhstan’s business education market:

In bachelor degree courses:
1. Increased competition between universi-

ties, providing training in the field of economics.
2. Reduction in the number of students trained

in the field of economics:
– reorientation of prospective students to-

wards technological specialties;
– low birth rates during the period from 1990

to 1999;
– increase in number of students wishing to

pursue higher education abroad.
3. Strengthening the orientation of students

on economic universities with a high level of gra-
duates employment.

In master degree courses:
1) Increase in the number of MBA students.
2) Increasing competition between local and

foreign business schools:

– 1st group – Kazakhstan business schools
and universities;

– 2nd group – Russian business schools;
– 3rd group – Western business schools.
3) Increasing integration into the world system

of business education:
– MBA dual degree programs;
– rganization of field module at a partner-

ship business schools;
– foreign higher education teaching per-

sonnel;
– nternational accreditations.
4) Increasing government regulation of MBA

programs in the short term perspective and the
reduction of state regulation in the long run:

– n DBA programs:
1) Increasing integration into the international

business education system.
2) Creation and development of national

programs, including those in national language.
3) Strengthening governmental regulation of

DBA programs in the short term perspective and
the reduction of state regulation in the long run:

– n short-term courses:
1) A dramatic increase in demand for short-

term programs.
2) Increasing focus on corporate workshops

as compared to public ones.
3) Increasing specialization of consulting
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companies. The demand will become systematic,
the market is clearly structured (consulting com-
panies will not be able to develop all approaches
at once, and thus will be forced to focus on a few
basic services).

5. Conclusion
Human capital has all the properties and

indicators of intensive development factor, but
there are some problems with the precise measu-
rement of its cost and performance.

These problems are connected with the vague-
ness of the definition of multi element, compound
and complex human capital itself, as well as with
the dependence of its quality and, accordingly, the
performance on many parameters and indicators
that can characterize one or another country.

Moreover, there are ethical problems with
using fully the concept of “capital”, as it relates to
a person, people and nation. Economic category
of “human capital” inevitably leads to a strong
separation of peoples and nations by the main
indicator – by efficiency and quality of human
capital.

However, human development index (HDI)
widely used by the international institutions of the
United Nations dramatically eliminates these dif-
ferences

The integration of education, science and pro-
duction, development of post-graduate education
on the basis of modern achievements of science
and technology are today one of the priority lists
of the economic development.
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Summary

This article reveals the possibilities of applying the hierarchy analysis method in determining the ef-
fectiveness of PPP projects implemented in Kazakhstan. This method allows you to assess the effec-
tiveness of the project, taking into account the impact of not only economic factors, but also non-economic
factors, including- social, political, etc.
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Summary

Conclusion. This article looks at the description of the investment provisions of the Republic of Ka-
zakhstan. For the benefit of the development of the state investment policy, the work that is being carried
out at the moment is provided. In Kazakhstan, the need for investment in various sectors of the economy
is shown. The main problems of attracting foreign investors to various projects other than raw materials
are shown. There were proposed ways of anti-crisis investment policy in Kazakhstan.
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 1.
 2012-2016 .*

                                                                                                    ( )

 
 2012 .  2013 .  2014 . 2015 . 2016 . 

2016 .  
 %  

2012 . 
 

, 
: 

4 095 366   4 779 004    5 115 743  4 883 913 6 023 263 147,10% 

.: 
 

 
 

1 041 217   1 032 737    1 169 667  1 224 645 1 437 365 138,05% 

-
 

 
   438 498   492 991     552 280   598 807  691 778 157,76% 

 
  340 997    380 477     427 985   464 674  530 440 155,56% 

 
 

 
914 361   1 327 650    1 198 170   944 438 1 495 682 163,58% 

 93 143    103 651     147 057   161 068   205 231 220,34% 
    *

,
-

  . -

 47,19%. 
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 ( . 2).

 2.
 2012-2016 .*

 2012 . 2013 . 2014 . 2015 . 2016 . 
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   5,9 5,9 5,8 6,1 5,7 
   15,7 20,8 16,4 12,4 16,1 
   1,6 1,6 2,0 2,1 2,2 
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 0,9 0,9 1,0 0,9 0,6 

   23,7 22 26,7 32,2 30,7 
,  100 100 100 100 100 
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.
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 225 296 326 382 484 697 584 

 221 265 341 397 432 454 414 
 369 448 558 608 601 557 567 

 755 987 1 210 1 237 1 359 1 365 1 606 
  551 626 731 795 856 864 1 011 
 905 1 134 1 239 1 360 1 549 1 713 2 002 

   334 389 439 472 555 443 425 
,  228 202 223 258 298 294 319 

 80 112 127 120 129 112 89 
  207 271 293 259 349 376 348 

 391 449 482 511 614 682 713 
  68 97 144 243 292 310 706 

 95 122 131 178 233 297 577 
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-
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 1,9% -
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Summary

The article considers the problems of the fiscal policy of the Republic of Kazakhstan, the solution of
which will ensure a sufficient level of state budget revenues and development of entrepreneurship in the
face of new global risks.
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Summary

In the article the problems of administration of the value added tax in the light of tax reforms in the
Republic of Kazakhstan.
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Summary

In the article the author considers questions of perfection of the mechanism of financial security of
business entities, including small and medium business in Kazakhstan. The author gives proposals for
financial support of agriculture – the main driver of economic growth in Kazakhstan.
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Summary

The article analyzes the use of instruments of fiscal regulation in the republic. This is necessary to
develop priorities for the use of fiscal regulators, adjust approaches to their use in accordance with new
global challenges.
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Summary

The article is devoted to the analysis of tax and budget instruments used in Kazakhstan to stimulate
economic modernization. Based on the analysis, the author gave an objective assessment of their effec-
tiveness and suggested recommendations for increasing the effectiveness of their use.
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Summary

To date, the Islamic financial industry is rapidly gaining momentum around the world. The article is
devoted to the prospects of development of Islamic financial institutions, the main indicators of their
growth are analyzed. For the implementation of infrastructure projects aimed at socio-economic
development of the state, Islamic sukuk securities play a significant role. The leading countries for the
issue of sukuk are identified, the main ways of their development are considered.
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Summary

The article presents data on the development of the payment system of the Republic of Kazakhstan.
The author made an analysis, identified problems in the formation of the payment services market at the
present stage and gave recommendations on overcoming difficulties. The approach is based on the systemati-
zation and comparison of information on the development of the payment system of the Republic of Kazakhstan.

UDC  336.7345:336.741.242.1
A.Sh. Zhanbolatova, Deputy Dean  Faculty of Economics

KazUEFIT

THE  FUTURE  OF  THE  BANKING  SECTOR  OF  KAZAKHSTAN
IN  TERMS  OF  COMPETITION

This research paper demonstrates the key issues of the banks’ increasing competitiveness
and analysis which will mainly be focused on the largest five banks in the Republic of Kazakhstan.
The next is assessing the implications of competition in the banking sector and its future value for
Kazakhstani banking industry by critically discussing works on this topic.

Key words: bank competition, banking sector, regulation, banking industry, banking market.

The purpose of this article is to examine fac-
tors affecting banks’ competiveness in the RK and
underline the importance of banks’ competiti-
veness for the future of Kazakhstan banking sector.
This will be achieved by identifying the factors
which influence competition in banking market

and analyzing the main trends, such as net margin
and returns of assets, in Kazakhstani banking sec-
tor via the latest survey data.

According to the forecasts of the International
Monetary Fund (IMF) global GDP growth in
2015-2016 will be 3.1% and 3.6%, that is lower
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by 0.2% versus previous forecast 3.3% and
3.8%, respectively. The Organization for Eco-
nomic Cooperation and Development (OECD)
suggests global GDP growth at 2.9% in 2015 that
is significantly less than the long-term average le-
vel, and then it will accelerate to 3.3% in 2016.
This fact indicates that today the prospects for
global growth have deteriorated. Kazakhstan’s
real GDP growth in 2015 slowed down and it is
now projected at 1.2% according to the Ministry
of Finance of the Republic of Kazakhstan. The
decline in production, oil and metal prices plum-
meting, decline in exports, devaluation of the ex-
change rates of major world countries, as well as
geopolitical developments – in brief, all these
factors influence on the Kazakhstan economy and
the banking sector, in particular. The banking sec-
tor in the Republic of Kazakhstan is represented
by 35 banks as of 01/01/2017.

Usually banks play a major role in providing
finance to other sectors of the economy which in
turn achieves economic growth. The financial sec-
tor mainly consists of commercial banking and
multinational foreign banking, stock market and
mortgage companies. Competitiveness in Kazakh-
stani banking sector over the last decades is in-
creasing and comes from a wide range of factors.
The dominant factors are assumable deregulation
of the banking market, innovation in banking
industry and the globalization process.

Innovations in the banking sector introduced
vital changes in banks’ activities in the early 2000s,
when new instruments allowed banks to gain very
large spreads (Llewellyn, 2007, p.159). There are
two aspects to the question first: technological
developments have reduced the cost of acquiring
and accessing information for alternative suppliers;
secondly, rating agencies have developed both to
make information more widely available and ac-
cessible and to assess information on behalf of
potential investors (Llewellyn, 2007, 156). The
development of information technology increases
the availability and access to information for cus-
tomers through the internet which is a relatively
new distribution channel and often seen as parti-
cularly important as a catalyst for increased com-

petition.  Those significant business reorganiza-
tions, which occurred in Kazakhstani banking sec-
tor, strengthened the figures showing the banking
activities’ concentration. E.g., 5 largest private
banks own more than 59% of the total assets of
the country’s banking sector. One may assume that
more than half of the entire banking infra-structure,
which includes branch banking networks and ATM
networks, belongs to those groups. Any mergers
and acquisitions are not expected in short-term
outlook. But there is a chance of that in the long-
term. It depends on Basel III adoption, and, espe-
cially, on the equity requirements as one of the
key event in the bank management and regulation.
Thus, there is a plan to increase the minimum requi-
rement for equity up to KZT 100 bln. by 2019.
Only 7 banks fulfill this requirement at present.

Retained earnings’ use, an additional stock
issue, shareholder’s additional capital  injection
or attraction of a strategic investor can be the prin-
cipal sources of capitalization. At present 5 tier
two banks ensure compliance with the equity
requirements – by 2019 they will be able to capi-
talize at the expense of earnings and capital injec-
tions from shareholders. For other banks and subsi-
diaries of foreign financial groups with an equity
less than KZT 50 bln., this issue remains unresolved.

The reason this happened could be that re-
gulations have not changed in response to innova-
tions in the banking industry which led to substan-
tial reduction in regulatory effectiveness as banks
were able to use derivatives to get round regula-
tory requirements. However, after the global re-
cession in 2008 banks could not reach previous
levels of ROA which is still – 0.18% in 2013, pos-
sibly because of changes in regulatory instruments.
In addition, the level of current world economic
growth is still low and there is an increasing pres-
sure from other competitors in the banking market.

Globalization process in banking market
turned to the globalization of product markets,
consistent with demand drivers playing a part.
Loan portfolio keeps growing, while growth rates
decreased significantly. At the same time corporate
loans decreased by 5.8% over the past 10 months
due to production decrease in many sectors of
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the Kazakhstan’s economy and the declining
creditworthiness of potential borrowers. SME
loan portfolio is a better performer. JSC Entrepre-
neurship Development Fund Damu funds SME
projects of young and would-be entrepreneurs
within the framework of the state policy on the
financial support of SMEs in the Republic of Ka-

zakhstan. The main disadvantages and barriers of
the Program implementation are the unfair attitude
of commercial banks and delays in the review pro-
cess. E.g., banks can offer to issue loans on its
own program to gain revenue commission, and
later to refinance a loan under this state program.

Chart 1. The assets structure of  banks as of 01.01.2016 .
Source: National Bank of the Republic of Kazakhstan. RA of RFCA

Chart 2. The banking loans structure of  economy as of 01.01.2016 .
Source: Official website page of NBRK. www.nationalbank.kz

While loan growth portfolio slows down,
however, consumer loans are in great demand.
Currently many banks switch to the retail sector
due to higher profitability. Over the past three
years, consumer loan portfolio growth has been
about 45-60% per year. However, there is another
side of the moon in the sector – constant coope-

ration with hard collectors. By the average esti-
mates the banks sell NPLs for 10-30% of the
nominal value or perform soft collection for a cer-
tain commission. Due to the fact, banks apply such
schemes, Kazakhstan’s retail loans market deve-
lops quite stable. Moreover, the recovery of NPLs
is unprofitable for banks, but when they transfer
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them to the collectors, banks show the better
statistics, because they do not reflect NPLs in their
books.  Today consumer activity is still present,
but in case of a real downturn banks have to de-
monstrate an effective credit risk management.

The abolition of exchange controls made sub-
sequent financial liberalization more likely, be-
cause banks had a choice to relocate business to
less tightly regulated jurisdictions. The evidence
presented below shows that the profitability in-
dicators of the major banks in the RK have re-
mained relatively low over the post crisis periods
compared with years before the financial crisis.
For instance, returns of assets were negative –
0.07% in 2013 and – 0.03% in 2012 compare to
0.70% in 2007 and 0.72% in 2008, net interest
margin is still relatively low 0.94% in 2013
compare to 1.59% in 2004. Indeed, over the pe-
riod between 2004 and 2013, different trends can
be observed, with substantial changes in years
before the crisis and years after the crisis.

Starting from 2014, the banks actively redu-
ced the quantity of problem loans. NPLs (90 days
overdue) are KZT 1,354.3 bln. or 9.3% of the
loan portfolio as of 01/11/2015 (KZT 3,340.2
bln. or 23 5% of the loan portfolio at the beginning
of 2015). Priority measures in NPLs management
are: choice of collection companies, bad debts
writing off, extending loan tenor, the change in the
payment schedule, debt refinancing. Today it is
necessary to transfer banks’ non-performing assets
to JSC Fund of problem loans. The main reason
why banks do it with great reluctance is the selling
cost of the loan cession of rights at the discount
value determined by an independent appraisal
company. In this case there are disagreements
between the Fund’s proposed assessment and
evaluation of the bank. Now the Fund, according
to the National Bank of Kazakhstan, agrees with
the banks applicable schemes for the assets buy-
out by the balance value or appraisal value with
subsequent division of risks and profits with banks.
Asset quality remains the main risk for the banking
sector. Thus, at the end of 2014, NPLs were about
24% of the loan portfolio of the sector, despite
their writing off. Public allocation for JSC Fund

of the problem loans and the banks’ own alloca-
tions together, should provide coverage for NPLs
without special provisions and for the accrued
interest, but not for restructured loans. Despite
the unfavorable situation in the country, the banking
sector continues to demonstrate profitability. Since
the beginning of the year banks have received KZT
182 bln. of profit, despite a slowdown in most
segments of the financial market, as well as the
decline in the business activity.

Despite the fact that sum of net income in the
banks mentioned above is declining, market share
of these banks is still significant. They have a 78%
market share in the business current account mar-
ket and an 85% share of the personal current ac-
count market. However, in other parts of the retail
market, they appear to face a greater number of
competitors. For example, the leading banks in
the unsecured personal loan market account for
64% of the market and in the savings account mar-
ket the largest banks account for just 63% of the
market (Rating Agency of the RFCA, 2016, p12).
Moreover, the most significant development in this
retail market is the emergence of the brand SB
Sberbank (CMA, 2014, p65). SB Sberbank can
be considered as a sign of globalization in the ban-
king industry and in many respects, it is an effective
competitor to each of the foregoing banks, with
an established customer base, extensive expe-
rience in the provision of banking services and a
well-established distribution network.

It can be inferred that the banking sector
totally depends on the global financial market and
it has been involved in all financial recessions that
have occurred or may occur over time. So, the
banking sector is affected directly by every pro-
cess in the global financial system because of its
closeness to the London’s Financial Institutions.

Competition can be considered as a key issue
in the banking industry as it has an impact through
the economy. However, there is a big debate about
its negative and positive impact on the stability of
the banking system. Some economists point out
that competition in the banking sector has a positive
influence on the whole economy and can produce
economic growth. For instance Berger (2008)
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believes that competition among commercial
banks produces capitalization of the funds. This
is because the competitive banking sector has more
potential to offer deposits and pay a higher deposit
rate or credit and charge a lower loan rate, even
though there is a reduced rate margin, it will cause
an increased rate of economic activity (Berger,
2008, p.2). As noted by Berger (2008), Smith (1998)
is willing to demonstrate that enhanced competi-
tion in the banking sector contributed to a raise in
deposit rates which affects macroeconomic per-
formance through raising capital accumulation.

In the case of the RK, the crisis is nothing
more than a turning point for all economic subjects
to revise the existing model of management to
integrate it into the changing macroeconomic si-
tuation, and make it more resilient to potential ne-
gative effects of macroeconomics and politics. To
achieve this aim, the Government of Kazakhstan
developed the Concept of the development of the
financial sector of the Republic of Kazakhstan until
2030. The main objective of this concept is the
creation of the competitive financial sector and
the increase of its efficiency for redistribution of
resources in the economy on the basis of the best
international standards, including the Organiza-
tion for Economic Cooperation and Development.

Despite the foregoing evidence that competi-
tiveness in the banking industry has a positive eco-
nomic effect on entire economy, there is a view that
market power of the banking industry is vital for
financial stability (Keeley, 1990). Banking compe-
tition leads to higher pressure to maintain profit
and may reflect on banks’ stability (Keeley, 1990).
In an environment of high competition in the mar-
ket, banks may invest in riskier projects in order
to attract clients, which to some extent increase
the risk of default or probability of failure. The
cost of such outcomes is considerably higher un-
der competition because of the fact that banks
with market power have stimulus to deduct the
settlement of depot investments to achieve ap-
propriate level of their profitability (Schaeck, 2007,
p.3). For instance, the lower acceptance criteria
set up by bank, which attract financially weak ap-
plicants, can damage its portfolio. It seems that

there is a demand for the regulation of the banking
sector due to its vulnerability to risks which could
be a reason for bank’s failure.  According to the
Office of Fair Trading a prudential regulation needs
to preserve stability, without relaxing competition
policy. Specifically the emerging market structures
post-crisis will require an evaluation to secure that
they are pro-competitive and present the best
results for costumers. Particular attention will need
to be paid to how governments withdraw support
from the banking sector and to ensure that any
new entry can be a credible threat to existing
players (OECD, 2010, p.208).

By taking into account the foregoing discu-
ssion we tend to assume that competition in the
banking industry has contradictory consequences.
From one viewpoint, enhanced competition imp-
roves the quality of banking services, allows the
access to lower cost finance and drives the efficient
allocation of resources. Foregoing effects lead to
greater capital formation and contributed eco-
nomic growth. From another viewpoint, market
power is a better tool for the stability of the ban-
king system. Also, it is known that the concentra-
tion of the market produces better risk diversi-
fication opportunities. In terms of the UK, compe-
tition in the banking market can be seen as one of
the significant instruments to allow all participants
of its banking sector to have same opportunities
to perform and enhanced its productivity. Ho-
wever, as the banking sector in the UK is globalized
and vulnerable for any financial processes, it re-
quires competitive environment with the presence
of regulation, especially in the aftermath of the
recent financial crisis when common sense is im-
proving the financial stability of the country.

In any case, the implementation of this con-
cept is a time intensive to implement, and in the short
term more stringent measures to regulate and con-
duct the monetary policy are necessary for maintai-
ning the capacity of Kazakhstan’s financial sector,
and the banking sector in particular. In the future,
there the following steps should be made: asset qua-
lity improvement, secure the internal and external
sources of funding, the tightening of corporate
governance, further development of the current
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risk management system, a smooth transition to the
Basel III standards and other international standards.

This paper has shown some important chan-
ges in the competitiveness of Kazakhstan banking
sector during the last two decades. It argues that
competition is affected by several factors, including
technological drivers of the banking industry, glo-
balization and financial deregulation of the banking
market. These circumstances have developed a
banking sector with a wide range of products and

        /       
services, geographically diverse and complex with
an advanced networking system. The main indica-
tors of the banking sector which have been analy-
zed show the differences in the trends at the pe-
riods before the financial crisis and following the
crisis. For instance, the return of assets of com-
mercial banks is still negative, which shows that
the banking industry has not recovered from the
last financial crisis and there are still issues which
need to be addressed.
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Summary

In the article the author reveals the significance of tax accounting in small and medium-sized
enterprises which is evidence of full and clear information about the internal users and about the result of
economic processes for optimally adopted decisions and actions.
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Summary

The article is devoted to actual problem to the solution of important economic problems related to
the development of theoretical and methodological aspects of internal audit, improving the efficiency of
the management process, as well as organizational and practical measures for its development that
meets the demands of a market economy.

The purpose of the article is in the system considering theoretical and practical problems of deve-
lopment and improvement of internal audit in accordance with modern requirements management in
conditions of market relations.
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Summary

This article discusses the formation and development of accounting. Modern accounting is a chain
of evolutionary development of mankind. Today the purpose of modern accounting is the provision
certain users with information necessary for making management decisions.
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Summary

The article deals with the concept of essence and types of preferences. The analysis of granting
preferences is made, problems and prospects of development of preferences in the Republic of Kazakhstan
are considered.
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Summary

In this article, problems of the legal status of convicts and their subsequent adaptation in the society
are considered. The process of preparing convicts for release and their return to civil society. The ur-
gency of the problem of humanization, education of convicts and their further employment. Ensuring the
guarantees of legality in the activities of institutions and bodies that carry out criminal penalties. The
question and analysis of psychological adaptation of convicts after the serving of punishment.
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