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Innovative start-ups are the basis of economic development

Abstract. The article discusses the impact of innovative startups in the world economy. The analysis
of the manifestation of the origins of the startup and its development in different countries is given. The
author gives an assessment of successful innovative projects that served as the start of many projects. The
article also discusses the state policy of Kazakhstan in the field of innovative development, the importance
of the adopted programs. The experience of European and Asian countries is offered in the development of
innovative startups is offered.
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Introduction. Innovative start-ups today are one of the main forces of economic development.
Innovative start-ups contribute not only to scientific and technological progress, but also introduce
new products, services and technologies into our lives. The most successful and promising business
ideas very quickly change to the vector of the world economy. By analyzing innovative start-ups,
we can predict which market niches will become the most profitable in the near future. Start-ups
today play a very important role in the growth of the economy in all developed countries. With the
help of successful start-ups, many countries have made truly enormous strides in their economies.

Main part. The word «start-up» in application to business has been used since 1939 in
California (USA), where at this time new companies in the field of advanced technologies began to
appear en masse. And initially, it was used only in businesses related to innovative technologies.
It was associated with the emergence of new businesses that sought to present to the market what
others had not yet created. Subsequently, the concept of «start-up» migrated to other areas of
small business and entrepreneurship. Start-ups are called not only innovative projects, but also
any newly created businesses, which is not quite true. There must be innovation in a start-up — a
new idea, a new product, a new service. The main features of start-ups: a start-up is a new business
that has just been created, has just started its activity, a start-up has innovative ideas, start-ups
often use innovations in management and organizational business processes, all processes in a
start-up are at the stage of formation, constant search for investors, rapid introduction of new
ideas, new developments into life. This is one of the main conditions for the viability of a start-
up, and it is also one of its main advantages. Investors will not wait long for a profit from the
project. And a start-up can’t exist forever. It will either quickly turn into a profitable company
or disappear. As in any small business, so in a start-up there are no uniform rules or recipes for
success. In any field there are specific rules and errors. But some of the success factors of start-
ups can be systematized and generalized. What are these factors:

1) the Start-up is supported by the enthusiasm of its creators, their innovative ideas. Many
start-up creators show professionalism and high competence in the chosen direction and in business
matters. If the creators of a start-up have only minimal ideas about the promoted product, the idea
is doomed to failure.

2) High level of project preparation. Before launching a start-up, it is necessary to take into
account potential pitfalls and work out the maximum number of details. All sorts of problems will
still arise when promoting a start-up, but their number must be minimized.

3) The hard work of the entire team of the start-up, without which it is simply impossible
to succeed. Even if you have a very interesting and relevant idea for a start-up, you need to
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spend a lot of time and effort on its implementation. The presence of a cohesive team of like-
minded people in the project is an indispensable component of success. Constant disagreements
and conflicts within the team will lead to the imminent collapse of the start-up.

4) The presence of competent, complementary team members in the project. Development
and planning of the project, promotion of a new product in the markets, search for investors-all
this, as a rule, is not possible for one person. Therefore, as the creators of start-ups often acts not
one person, but several contributors, each of whom performs his own function. There shouldn’t
be many. And the entire start-up team should not be big. You should not get carried away with
the number of partners. The more partners in a start-up, the more disputes and disagreements. 2-3
(maximum 4) people can solve any problems and difficulties.

Here’s what Jeff Bezos, the founder of Amazon, said about it:

«If you can’t feed a team two pizzas, you have too big a team.» [1]

5) A start-up should stand out from other companies by the innovation and attractiveness of
its idea or product for the market. It is necessary to properly promote the idea, non-standard PR,
powerful but inexpensive advertising. Without this, no one will know about the start-up, and it
will be doomed to failure.

6) Attraction of investments and sufficient financing of the project. Without it it is impossible
to achieve success today. Without proper financial support, the start-up will not be able to develop
and will not be able to move to the market.

The strategy of development of a start-up provides for several stages that it must go
through. Of course, not all start-ups go through their development stages in the same way. Like
any business, every start-up develops in its own way. But there are several stages that each start-up
must go through: 1) the emergence of the idea of a product or service; 2) the stage of checking the
idea, preparing a sales plan, marketing strategy; 3)Confirmation of the utility and demand for the
product or service; 4) the end of the start-up[2].

Every developed country pays attention to the development of start-ups. After all, many
start-ups in the future will promote the growth of the economy for any country. But there are
still countries that pay more attention to start-ups. An example of support for start-ups is the
United States. In the United States, business schools, universities, technology parks, various start-
up support programs, various funds, and private capital support start-ups. Together, they create
an «ecosystem» with excellent conditions for the creation and development of start-ups. For
example, the Massachusetts Institute of Technology has developed an infrastructure of high-tech
entrepreneurship. The center of technological innovations was established at the Institute. In this
center, new ideas are selected on a competitive basis. Selected ideas are offered priority conditions
for promotion, looking for sources of funding, investors. But the most successful example of a
start-up ecosystem is Silicon Valley. The ecosystem is formed on the basis of Stanford University
and large world-famous high-tech companies. And most of these companies started out as start-
ups. It should be noted that students from the United States create the majority of start-ups. And
before attracting investors, they receive support from universities[3].

A start-up ecosystem is an ecosystem that stimulates innovation and energizes the initial
phase of a business. A start-up ecosystem, like any ecosystem, is a functional unity of living
organisms and their habitat. A start-up ecosystem is both start-ups and existing businesses that
supportand interact with them. These are both investors and carriers of ideas. This is the environment
created by the state and the business community. Recently, the joint use of the economic
terms «innovationy, «entrepreneurship», «business» and the biological category «ecosystem» has
become widespread throughout the world. James Moore was the first to introduce these terms in
1993. Today, the terms «entrepreneurial ecosystem «and» innovation ecosystem « are firmly in
the business lexicon. Moore defined a business ecosystem as follows: «business ecosystems are
dynamic and co-developing communities consisting of diverse entities that create and receive new
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content in the process of both interaction and competition»[4]. Many economists emphasize that
the entrepreneurial ecosystem is effective, where there are no high barriers between businesses
and individuals, where, despite competition, there is cooperation in different areas and sectors,
where there is a high entrepreneurial culture.

For Kazakhstan, a country with a commodity economy, the development of innovation
can help to avoid an economic crisis in the future, if oil prices begin to fall. Therefore, the state
lays the Foundation for the innovation ecosystem: it is opening techno parks and innovation hubs,
allocating billions of investments to support innovative projects, and making amendments to the
legislation on venture financing.

How to develop innovations in Kazakhstan: By 2050 the state has a goal to take the 30th
place in the international ranking of competitive countries. Kazakhstan aspires to become the center
of innovative development in Central Asia. To achieve these ambitious goals, the government has
developed two state programs: industrial and innovative development of Kazakhstan for 2015-
2019 and «Digital Kazakhstany.

The first is to diversify the manufacturing industry and increase its competitiveness. The
program is designed to modernize traditional sectors of the economy and create new areas with high
innovation and export potential. To do this, it is necessary to improve the innovation ecosystem:
new industrial technology centers have opened in different regions of the country, and promising
IT developers have the opportunity to study, participate and receive grants. The government has
allocated 878.3 billion tenge for the implementation of the program. «Digital Kazakhstan»
complements the first program in the issues of digitalization of the economy and improving the
quality of life of the population thanks to modern technologies. The program «Digital Kazakhstan»
will provide the economy with growth of 30%. The government will spend 141,048,387 thousand
tenge for its implementation until 2022. The program has five key areas:

* digitalization of basic sectors of the economy;

* digital state;

* human capital development;

* formation of high-speed and secure infrastructure for data transmission, storage and
processing;

* creation of new infrastructure for digital transformation of the country[5].

The Park of innovative technologies «Alatau», Tech Garden and Astana Hub were opened
in Almaty and Astana. Projects should provide IT start-ups with working spaces, financial and
non-financial opportunities for training and investment search.

In addition to the «Digital Kazakhstan» program, the state program of industrial and
innovative development for 2015-2019 participates in the creation of a favorable innovation
ecosystem.

Thus, in Kazakhstan, one of the main sources of financial and non-financial assistance to
innovators remains the state. From 2011 to July 31, 2018, represented by the National Agency
for technological development (NATR), it invested in 340 innovative projects totaling 14,230.2
million tenge. The largest number of innovative grants were received by entrepreneurs and
developers from Almaty, Astana and Karaganda regions. In the first half of 2018, the Agency
signed three contracts totaling 347.9 million tenge[6].

Support for innovation in Kazakhstan is sponsored by JSC «Kazakhstan Institute of industry
development», which is responsible for the development of territorial clusters from different
sectors of the economy, and JSC “Science Foundation”. It issues grants for the commercialization
of scientific and technical activities on a competitive basis. To measure the effect of these
investments on the economy is still difficult, and early. On the website of the National Agency,
in the section of statistical data, the following figures are given: 3,158 jobs created and 9 billion
tenge of taxes paid[7].
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Existing state programs have already provided the necessary infrastructure to strengthen
the innovation ecosystem. Clusters, start-up accelerators, business incubators and techno parks
in different regions of the country offer opportunities for the development of innovative projects
in Kazakhstan. The largest and most famous start-up sites-Almaty Tech Garden and Astana Hub-
are supported by the state. There are also private business incubators, for example, MOST or
Factorial. In the latter, mobile application developers are trained. In three years, 300 people from
14 countries have graduated, creating more than 200 mobile applications. Tech Garden cluster is
called «Kazakhstan’s Silicon Valley», which is located in the foothills of the Trans-Ili Alatau[7].

Technological directions of the cluster:
* smart industry and new materials;

* «smart» environment;

* new energy and clean technologies;
* FINTECH;

* e-commerce;

* new media.

Another Kazakhstani Silicon Valley is emerging in the capital and is called the International
Technopark of IT start-ups Astana Hub. Successful projects have already appeared in connection
with the Technopark, and there is a list of investors in the «Investors» section of the website.
In some cases, it is even indicated how much they are willing to invest. Technopark forms
community innovators who could gain knowledge not only from organizers and experts within the
framework of acceleration programs, but also from each other. Graduates of the first acceleration
program launched 10 start-ups and attracted investments totaling 28 million tenge in their projects
during the three months of training. The second stream of acceleration involves 11 projects from
Kazakhstan and one each from Tajikistan, Russia and Uzbekistan[8].

Foreign experts believe that the introduction of Industry 4.0 technologies, such as cyber-
physical and robotic systems and large data analysis, will help to increase the efficiency of
enterprises by 10-20%. To solve these problems, the Ministry will create seven «reference digital
factories» on the basis of existing enterprises and adopt a new concept of industrialization for
2019-2024. The concept will prescribe measures to stimulate enterprises: concessional lending
and subsidizing industries that introduce innovative technologies.

«Internet of things» is an important technology for digitalization of Kazakhstan’s economy.
«Smart» devices connected to a network help to monitor the operation of equipment, manage it
remotely and significantly increase efficiency. «Internet of things» is used both in large enterprises
and strategic facilities, as well as in «smart home» and «smart city» systems. But not every tech
start-up can become a contractor for a public sector company to deliver Internet of things solutions.
[9] The cost of a universal platform for a smart device does not exceed $70, and ready-made
devices begin at $200. For the organization of production you need a clear idea of the market. In
PIT «Alatauy, for example, production of electronic devices of special purpose is adjusted: TV-
consoles, household network devices, means of communication for military. According to our
information, all products are sold in Kazakhstan, there are no international customers.

Not always promising, at first glance, state projects meet expectations. This happened with
the Park of innovative technologies «Alatauy», built in 2003. The Technopark was to become a
center of innovation with favorable preferential conditions for tenants and attract at least 250-350
million dollars of foreign investment to the country. The project was developed on the principle
of a high-tech park in Belarus, where in 2017 192 companies provided exports of products and IT
services worth $ 1 billion and attracted more than $ 100 million in foreign investment. Domestic
technoparks cannot boast of such indicators yet. According to Sputnik.kz, in May 2017, 154
companies were registered in PIT «Alatau» [10].

Future developers, scientists and programmers launch innovative projects and learn to
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find funding within the walls of alma mater. As students, they start collaborating with venture
investors and launch projects to the market. In the US, the income of universities is not limited to
educational services. Under the universities act of the Board of Trustees of the funds funded by the
alumni. For example, the endowment Fund of Harvard University is equal to 37.1 billion dollars,
Yale-27.2 billion dollars, Stanford-24.8 billion dollars. This money is invested by universities,
and the profits are spent on infrastructure development, grants and the creation of venture funds.
As a result, it is not so difficult for start-ups in the United States to find funding, but only really
worthwhile ideas withstand high competition.

In Kazakhstan, there are also technoparks at universities, for example, at KazNU. al-Farabi
Kazakh National University, the IT University, and Nazarbayev University AUPET. There are
also competitions among start-ups and training programs for young entrepreneurs in technoparks.

While Kazakhstan’s universities cannot show large-scale success of University technology
parks,t there are striking single examples: the first Kazakh company manufacturing bionic upper
limb prostheses — MBionics. Its founder Maulen Bekturganov collected the first prototypes of
prostheses when he studied at the IT University. Maulen has applied for product licensing and is
preparing to launch the first production model on the market. It will be cheaper than many foreign
analogues due to its own developments and 3D printing technology.

Competitions for start-up projects have become more frequent in Kazakhstan. Both private
companies and government agencies are taking the initiative. For example, NATR selects
applications for the national innovation competition, which is designed for schoolchildren and
students.

Kazakhstan is ranked 74th in the Global innovation index. We are noted by the compilers
as the leaders of the Central and South Asia region, along with India and Iran. We are praised
for the high volume of foreign direct investment in the country, which is usually used to transfer
technologies. Investors, as practice shows, are starting to build new high-tech enterprises in our
country. Also, the number of students and teachers related to applied and fundamental science
is growing in Kazakhstan. The most relevant technologies for today, where there are wide
opportunities, are artificial intelligence, augmented and virtual reality, the «Internet of things»
(IoT) and, of course, blockchain. Do not forget about changes in the ways of communicating with
customers through chatbots and other marketing tools. The global market for virtual chatbots is
expected to reach $ 1.25 billion by 2025, and the virtual and augmented reality market is expected
to reach $ 215 billion by 2021.

The Kazakhstan manufacturer of POS terminals-Smart Pay company — can be called the
largest success noted by competitors. Their «smart» terminal replaces expensive equipment, gives
access to cloud technologies, and allows small and medium-sized businesses to transparently sell
and accept any type of non-cash payments.

Startup is the world’s engine of change, especially in terms of business growth. Over
the past two years, the global startup economy generated $2.8 trillion in economic value. This
estimate comes from the 2019 Global Startup Ecosystem Report (GSER), out today from Startup
Genome and the Global Entrepreneurship Network (GEN). The report includes, among other
things, a ranking of the top 30 startup ecosystems and an analysis of Life Sciences ecosystems.
Astonishingly, there are now nearly 50 regions worldwide creating at least $4 billion each in
ecosystem value. We continue to see rapid ecosystem growth in places like Jakarta, Seoul, and
the Greater Helsinki region. Startups are necessary for an expansion in which an economy is
needed to accommodate new jobseekers who just enter the labor force. It also helps in improving
the future of technology development and growth of global economy. Not only that, startups
also help in building good and effective environment for research and development which keeps
the economy healthy. There are several examples of successful startups over the world: Grover,
Biopack Packaging, BitLumens, Civic Eagle, FenSense, Lynq, Mitte, Waycare.
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Leading countries have been developing the innovation ecosystem for decades, investing
heavily in it and attracting the best specialists from different countries. The world intellectual
property organization publishes a Global ranking of the most innovative countries in the world.
They assess countries on 80 parameters, including the volume of high-tech production, the cost of
supporting innovation and the level of education[11].

The leaders of the rating for several years in a row are Switzerland, the Netherlands,
Sweden, the United Kingdom, Singapore and the United States. Switzerland, for example, has the
most patents and inventions registered per capita. The state, business and educational institutions
unite to create technology parks and research centers. Industrial giants are investing in the opening
of research centers and innovative developments. Switzerland is also a leader in «green» energy:
at the EXPO in Astana, the Swiss presented a manned aircraft on solar panels and the world’s first
non-volatile house — a three-story mansion that generates electricity from the energy of the sun.
Behind Switzerland in the Global ranking are Sweden and the Netherlands-leaders in spending on
science and technology development. Swedish inventions, ranging from the Celsius thermometer
to Skype, are used by the whole world. Back in the 90s, the Swedish government introduced
benefits for the purchase of PCs. Later, the state opened a business incubator with 16 branches in
different cities to support local and foreign IT entrepreneurs. Innovation Agency Vinnova annually
invests 2.7 billion SEK in promising projects. The national Association includes 43 Swedish
incubators and 33 research parks[12].

In the UK, the digital economy accounts for 12% of national GDP. Innovators and IT
entrepreneurs are supported by the organization Tech Nation, created as a result of the merger of
two technology clusters-London Tech City and Tech North. The organization supports 4,000 start-
ups in 12 cities. The United Kingdom attracts IT specialists on a regular basis, so it announced a
simplified visa issuance for foreign founders of start-ups in the spring of 2019[13].

Tel Aviv competes with Silicon Valley, but unlike the United States, Israel often dispenses
with the forces of local specialists, skillfully attracting foreign investment. At the same time, Israel
remains the world leader in spending on scientific research in relation to GDP. The secret of the
Israeli economic miracle lies in a competent state policy in the field of innovation. The locomotive
of the entire industry in 1993 was the state venture Fund Yozma with a budget of $100 million. He
took under his wing a dozen other venture funds with different specializations and within seven
years invested $200 million through them, creating 4,000 technology companies that attracted $
7hbillion in foreign investment. The participation of the state fund in the companies that received
investments was minimal, and when the budget money for development ran out, the government
attracted foreign investment. It was decided to finance as many promising projects as possible
with small funds. Already in 1997, the state fund officially passed into private hands, leaving
behind a developed ecosystem. Later, the flow of foreign investment doubled. The investment
climate in Israel to this day remains one of the most favorable in the world[14].

For the first time in the top 20 was China, where by the end of 2018 the number of specialists
engaged in science and innovation will exceed 6 million. Such a large army of scientists and
innovators can be found nowhere else. In China, technological development is mainly sponsored
by government agencies. In many regions there are departments of science and technology,
which are subject to technology parks, business incubators and higher education institutions. For
example, in Harbin province with a population of just under 40 million people, there are 190
business incubators. The national Eastern Center for Technology Transfer (NETC) participates in
the formation of the state innovation policy, one of its tasks is to integrate technical and scientific
achievements into the economy[15]. Kazakhstan occupies the 74th position in the world ranking
and holds the 3rd place in the region of Central and South Asia, competing with India and Iran.

Conclusion. As you can see, innovative start-ups have a significant impact on the
development of the world economy, and over time, their influence only increases. Additionally,
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those countries that contribute to the creation and promotion of start-ups occupy leading positions
in the world economy.

Thus, the acceleration of the processes of creation in Kazakhstan of a full-fledged market
of technology entrepreneurship as an important element of the national innovation system and
the economy necessitates an organizational specification of the basic rules and to develop unified
recommendations for the establishment and management of start-up businesses, and complex
problem-solving institutional, investment, information and other nature. The implementation of
a well-thought-out innovation policy by the state, as well as the intensification of efforts of all
participants in business processes aimed at creating a complete innovation infrastructure will
contribute to the successful functioning of innovative enterprises and create favorable conditions
for venture investment. This, in turn, will contribute to the implementation of an innovative model
of a competitive and sustainable economic system of Kazakhstan’s regions.
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NHHOBaNUSJIBIK CTAPTANTAP - IKOHOMHKAJIBIK 1aMYIbIH Heri3i

Anparna. Makanajga WHHOBALMSUIBIK CTapTanTapblH OJeM/IK SKOHOMHKara ocepi KapacTbl-
poutran. Crapran mnaiijga 00y KepiHici MEH OHBIH 9PTYPII eljiep/ie JaMybIHA Tajiay *KacajblHFaH. AB-
TOp KONTEreH UesIapIblH OacTaMachl OOJFaH COTTI HHHOBAIVSIIBIK sko0anapra Oara 6epeni. CoHnaii-ak,
Makanana KazakCTaHHBIH HMHHOBAIMSIIBIK JaMy CallaChIHIAFbl MEMIICKETTIK CascaThl, KaObUIAaHFaH
OarapaaManapIbiH MOHI KapacThIpbuiabl. IHHOBAIMSIIBIK CTApTaNTap/bl JaMBITY callachbiHIarkl Eypo-
na, A3usi eniepiHiH ToXKipuOeci YChIHBUIIBI.

Tyiiin ce3mep: MHHOBAIMSIBIK CTAPTANTAP, HHHOBALIUSUIBIK K00a1ap, MHHOBALUSUIBIK UesIap,
KOCIITKEPITiK.
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HNHHOBaLIMOHHBIE cTapTamnbl — 3T0 OCHOBA IKOHOMHUYECKOI'0 pa3BuUTHUA

AHHOTaHl’lﬂ. B crarbe PaCCMOTPCHO BIMAHUC MHHOBALIMOHHLBIX CTAPTAIIOB HA MHUPOBYI DKOHO-
MUKY. I[aeTCSI AHAJIN3 MIPOABJIICHUS UCTOKOB CTapTalia U pa3BUTHSA €€ B pa3HbIX CTpaHaXx. ABTOp JacT OLCH-
Ky YCICHIHBIM MHHOBAITUOHHBIM IIPOCKTAM, KOTOPBIC MOCITYX KU CTAPTOM MHOT'UX I/I,Ileﬁ. Taxxe B cTarbe
paccMaTpruBaOTC TOCYAApCTBCHHASA IMOJIMTHKA Kazaxcrana B C(bepe HWHHOBAIMOHHOI'O pa3BUTHA, 3HAYC-
HUC IIPUHATBIX IIPOTrpaMM. HpezmomeH OIIBIT CTpaH EBpOHLI, Asuu B o0macTu Pa3BUTHUA HHHOBATMOHHBIX
CTapTaroB.

KaroueBbie ciioBa: HWHHOBAIIMOHHBIC CTapTalibl, THHOBALIMOHHBIC IPOCKTHI, HOBATOPCKUEC UJICH,
npeaArnpuHUMAaTCIbCTBO.
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