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Tyiiin

Byn 3eprreymiH MakcaTsl — WHIYCTPHANABI cascaT >KOHE OHBIH JKePriliKTi KOMITaHUSUIapIbIH Oocekere
KaOUTeTTUTIrH apTThIpy MYMKIiHIIT, (PUPMaHBIH KBI3MET HOTIDKENEPIHE JKOHE OCBHI CasCaTThIH HOTIDKECIHE ocep
eTeTiH (aKTOpIapAbl ipiKTeyTre apHaJFaH TYPJIi )KYMBICTapAbI Taaaay OOoNbIN TaObUIa sl byl Makama ochl camagarsl
OTKEH JKOHE YKaHa KYMbBICTAP/Ibl TANIall OTBIPBII, TEOPHUsFA 63 YIeCiH Kocaabl. OChI TaKbIPhIN OOMBIHIIA JKACATFaH
o1e0u IIoyIap MEH TYPI 3epTTEYIEPIiH CHHTE31 KOIT )KaKThI HOTIKE Oepeni. Erep 3eprreynin keiidip 6arsITTaphIHIa
TYXKbIPbIMIaMAJIAp MEH JKaJIbl KAObLIIAaHFAH TEOPHUSIIAP/IbIH KAl JaMy TCHACHIMACH! OaiiKana b, ajl MHAYCTpHA-
JIbl CasiCaTThl )Ky3ere achlpyJarbl WHAYCTPUAIbl YUBIMAAP TEOPHUSCHI KOHOMHCTEpP apachlHaa OCNrici3mik meH
MaHbI3/pl MiKipTaac TyFbI3yga. VIHIyCTpHalabl cascaTThl JKy3ere achlpy, CaMblll KEJNTeHJIE «YJIKEH CepriIicy
TYKBIPBIMAAMachkl MEH 0acka J1a TyKbIpeIMIaMaiap OOWBIHINA Kap:KBUIBIK PECYpCTapAbIH KETKIUTIKCi3airi cebebine
OaiimaHbICTHI HOTHKE Oepmeyi MyMmkiH. KelOip 3epTreymriniep SKOHOMHUKAHBIH HAKTHI CaJlalapblH KOJIIAy apKbUIBI
casicaTThl iCKe achIpyFa TiK Ke3Kapac TYPBIC JIET CaHanmbl, ajl 6acka SKOHOMHCTEp TYPJIi calafarsl e3apa Toyewai
JKOHE e3apa OaillaHBICH! 0ap eHIpYIIi KOHITIOMEepaTTapAsl KOIaay TYPIHET KIIaCTepIIiK TOCIl YChIHAIb!. JlereHMeH
Ke3 KeNreH HWHIYyCTPHAJABI CascaTTBIH HETI3r1 MaKcaThl JKepriuTikTi KOMIIAHUSIAPABIH OoceKkere KaOiaeTTimiriH
JKOFapBUIaTy OOJIBIN TaOBUTAIBI ICTEH OPTAK MiKip 6ap. By 3epTTey 0ocekemnik apTHIKIIBIIBIK CHMITTOMBI JIET aTaIaThIH
— SKCITOPTTHIK XUTTIH Nai1a O0IybI.

Tyilin ce3nep: Oocexere KaOimeTTLTIK, Oocekere KaOiNETTI Ky, AaMy, caiajapabl YHBIMAACTBIPY, WHAYCT-
pHANIIBI cascart, cayianap, OHIIPICTIK CEKTOopP.

AHHOTaIHUA

I_IGJ'IBIO JAHHOT'O HCCJICAOBAHUA ABJIAKOTCA aHAJIN3 PAa3IMYHBbIX pa60T, ITIOCBALLICHHBIX HHHYCTpHaHLHOﬁ
ITOJIMTUKE U €€ BO3MOXHOCTHU ITIOBBIIIIATH KOHKprHTOCHOCO6HOCTL MECTHBIX KOMHaHHﬁ, BBIJICJICHUEC (I)aKTOPOB,
BIIMAOMINX Ha PE3yJibTar TaKOW IIOJIUTUKA U Ha pe3yabTaThl ACATCIBHOCTH (1)I/IpM. CTaTBSI BHOCHUT CBOH BKJIa[]
B TCOPHIO ITOCPEICTBOM aHAJM3a MPEKHUX M HOBBIX Pa0dOT B MaHHOU oOmactu. JIuTepaTypHBIH 0030p M CHHTE3
a6COHIOTHO PA3INIHBIX I/ICCJ'IGZ[OBaHI/Iﬁ 10 ,I[aHHOI\/‘I TEME OarT MHOI‘OCTOpOHHI/Iﬁ pe3yibTar. Ecinu B HEKOTOPBIX
HATIPABJICHUSIX HCCIICAOBAHHUN HAOIIOMAIOTCS OOIINe TCHACHIINU B PA3BUTHH KOHIICTIIINI U OOIICTIPUHATHIX TEOPUH,
TO TCOpHA I/IHZ[YCTPH&HBHOﬁ OpraHm3anum B 4acTU CHOCO6OB pcajimn3zanuun HHILYCTpHaHLHOﬁ ITOJIMTUKU HCIIBITBI-
BAaC€T HCONPCACICHHOCTL W BbI3BIBACT IOJIEMUKY CpEAU DKOHOMHCTOB. Peanmauna I/IH,I[YCTpI/IaJ'ILHOI\/‘I ITOJIMTUKHU
MOKCET B KOHCYHOM UTOI'C HC 1aTh PE3YJIbTATOB B CBA3M C HEAOCTATOYHOCTBIO IPUBJICUCHHBIX (1)I/IHaHCOBI>IX peCcypcCoB,
KaK YTBEpPXKIAeT KOHIICTIU ‘‘OO0JBIIOTO TOMYKA™, WM MO JPYyTrUM IpudrHaM. YacTe McclenoBaTeneil mpuaepxKu-
BAaC€TCAd MHCHHA B MNPAaBWIBHOCTU BCPTHKAJBHOI'O IMOAXOAa B pealu3allud MNOJUTHKH TOCPECACTBOM IMMOAACPIKKU
OIIPCACIICHHBIX CEKTOPOB 3KOHOMUKH, TOIZIa KaK APYrue€ 5KOHOMHUCTHI IpeajiararoT KJ'IaCTCpHLIﬁ Ioaxoa B q)OpMC
TNOAACPIKKU KOHITIOMEPATOB B3aMMO3dBUCHUMbBIX W B3dMMOCBS3aHHBIX HpOI/ISBO,I[HTCHeﬁ H3 PA3INYHBIX OTpaCHCﬁ.
Tem HEe MeHee CyHIECTBYCT 0611.[66 MHCHHE, 4YTO OCHOBHOM HeJIbO J'IIO6OI>1 I/IH,I[YCTpI/IaJ'ILHOI\/‘I IIOJIMTUKHU SABJISICTCSA
ITOBBIILICHUC KOHKypGHTOCHOCO6HOCTI/I MECTHBIX KOMIIAHUIA. I[aHHOe HUCCIICA0OBAHUE BBIACIIACT CUMIITOM HaJIW4YUsA
KOHKYPCHTHBIX IIPECUMYIICCTB — NOABJICHUC TAK HAa3bIBACMbIX XUTOB SKCIIOPTA.

K.moqem,le cJIoBa: KOHKypeHTOCHOCO6HOCTI), KOHKYPCHTHas Cujia, pa3BUTUC, UHAYCTpUAJIbHas Oprannu3anusi,
UHAYCTpUAJIbHAs IMOJHUTHUKA, HpOI/I?)BOHCTBeHHLIﬁ CCKTODP.
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Abstract

The aim of this paper is evaluation different studies related to the industrial policy and its capabilities to increase
competitive power of domestic companies, highlighting factors that affect results of such policy and performance of
firms. This paper contributes to the theory analysis of old studies and recent research results. Overview of too different
studies on the topic gives multidimensional results and the paper contains synthesis of various studies from the field.
If in some topics it is observed general tendency in developing concepts and compromise theories by economists,
theory of industrial organization experience uncertainty in how industrial policy should be organized. Realization
of industrial policy can eventually give nothing as a result of small financial resources attracted for conducting of
the policy as concept of “big push” claims or another reasons. Part of empirical studies state for vertical realization
of industrial initiatives by supporting of defined sectors of economy when others suggest cluster approach to assist
conglomerate of interdependent producers from distinctive industries. Nevertheless, all share the view that the goal
of industrial policy is increasing of competitiveness of local companies. And the study highlights the sign of such

competitive odds by appearance of so-called “hits” in export.
Key words: competitiveness, competitive power, development, industrial organization, industrial policy,

industries, manufacturing sector.

Introduction

Industrial ~ policy  including  different
instruments such as trade policy, fiscal policy,
industrial programs, tax levels and others is
considered as a basis of stable and in some cases
rapid development of an economy. The central aim
of industrial policy is a support of local producers
to strengthen their competitive advantages and
increase their share not only in local market but
in international trade. Not all instruments give
expected results. It depends on how and in what
extend those instruments were used and whether
their use was in accordance to the need.

One of the earliest researchers in the sphere
of industrial policy Nicolas Kaldor argued that
economic growth can be provided mainly by
manufacturing sector [1]. Many other empirical
works concerning the subject were implemented
afterwards. They included panel data for a long
period achieving 55 years and for 67 developing
countries [2]. Industrial growth can be supported
by subsidies, import tariffs, and other governmental
policies [3, 4, 5, 6]. However, there is a debate on
how industrial policies must be organized in order
to increase competitiveness of industries: whether
investment is enough to realize such a policy [7,
8] or location is right regarding agglomeration
concept [9, 10]?

In spite of many empirical works in the
field and recommendations, a lot of governments
continue to find industrial policy ineffective in their
case [11]. Most of nations in the world remain poor.
The number of developing countries is expected to
be about the same in the medium term. If some of
them improve economic development and increase
competitiveness of local plants by industrial
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programs implementation, others spend enormous
resources and get nothing.

Researchers base their study on existing
theory, previous empirical and theoretical work
with meticulous analysis of relevance and critical
approach of them. They try to choose results of
research from journals with the highest citation
rate and from the same field of study as theirs
since empirical research can mislead sometimes
and give not appropriate receipt. Moreover,
recommendations of honorable institutes like
World Bank may be wrong and fruitless [11]. It is
related to dubious statistical data that were used
in corresponding analysis, different approach
to resolve the problem in different regions [12],
change of context, appearance of new factors that
were absent before, and other reasons.

In that sense the aim of the study is an overview
of different research concerning industrial policy
and its potential of influence on competitiveness of
producers. The study is focused likewise on finding
factors that influence on effectiveness of industrial
policy and on competitive power of companies.
The aspect is considered as important and timely.

Methodology

It is employed literature review method
to highlight new findings, main directions and
approach, their similarities and differences in the
subject of study. Different sources such as empirical
and theoretical literature, foreign and local were
used to find existing disputes between scholars
in the field of research. Literature review consists
of papers from period covering recent years and
earlier decades.
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Development of industrial policy concept

There was a time especially after the
Great Depression when economists believe that
market cannot develop itself without strong and
clear governmental intervene in the economy.
Some decades later economists had found that
governmental policy was always full of mistakes
and aims, which officials claimed, were not
achieved. And it is better to base economic policy
on liberalization and absence of regulation. Only
monetary policy remained effective as many
believed in it. In that time Chicago school of
economics was at its peak of popularity. The time
was called as the famous Washington Consensus on
development. But after 2001 recession and 2007-
2009 crisis general opinion tended to approach of
state regulation [12].
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Long time trade theory follow the principle of
comparative advantage oriented on specialization
of economy within defined niches. Every country
has its odds and it must take advantage of them in
specialization. Like Ethiopia that uses its cheap
workforce in creation of textile industry today.
Australia having abundant land resources develops
agriculture and exports meat and other agricultural
product all around the world. According to this
approach, countries must concentrate their efforts
in specific directions and products produced in
cheaper and more effective way. But in 2003 that
principle had become doubtful. New research
presented result which somehow opposed the
principle (figure 1): as developing economy is
becoming wealthier so its internal production
within industries is getting less concentrated and
more diversified [13].
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Figure 1 - Sectoral diversification in 1969-1997 s. Source: [13, p.43]

Figure 1 also demonstrates that the curve
reaching a level of income (GDP per capita) in the
range of 8800-9800 starts to rise which signifies
concentration increase of sectoral distribution or
beginning of specialization. In other words, not all
states must focus on specialization but only those
who achieved defined level of income, therefore,
the curve has U-shaped pattern. Developing states
with low level of income should diversify activities
in different industries. It explains to a certain extent
why so many attempts of different governments
failed in promotion of industrial initiatives.

There are different comprehension of
industrial policy use. Rodrik defines industrial
policy as an economic restructuring in order to

highlight more dynamic nature of it and avoiding
relationship to specific industry or manufacturing
cluster [14]. Cimoli, Dosi, and Stiglitz consider
it in a more extended way. It consists of support
of various infant industries by policies in trade,
science and technology, state tenders, foreign
direct investments, intellectual property rights, and
financial resources dispose. These policies should
accompany by institutional engineering that lies on
the basis of economic actors behavior, market rules,
system, and restrictions, going to the inclusive
parameters [15].

Economic scholars distinguish three types
of industrial policies: functional, horizontal, and
vertical [16]. First two of them are opposite one

45



A.M. Seitkaziyeva, M.M. Issabayev, Y.M. Raushanov, 43-52 / Dxonomuxa: cmpameaus u npakmuxa, Ne 4 (14), 2019 e.

another in their essence. And last of them takes
medium position.

Functional interventions are too general
and focus on special factor market. Educational
program of specialty change to redirect workforce
from one sector of economy to another is a part
of functional interventions. Establishment of the
same land tax rate for industrial objects without
distinction them by sector of economy is also
considered as the functional intervention. Standard
import tariff policy government introduces for all
industrial equipment means functional approach.

Horizontal intervention is implemented in
different sectors and for companies of various
sectors. Itcanbe infrastructural projects, educational
programs for biochemistry, engineering, and
medicine, interest rate of central bank, minimizing
tariffs for small business. At some extent we may
include cluster policy to this type of intervention
despite of view of several economists that cluster
policy is something far distinctive from industrial
policy. Manufacturing cluster is a complex of
leading and small organizations from different
industries working together as a suppliers and
customers, partners in research projects with
associated institutes or in another way.

Vertical intervention or selective approach
means targeting of especial activities like
investing in technological development of national
champions. South Korea followed this policy for
decades and supported its leading corporations in
promotion of export. Kazakhstan’s two programs
of industrial and innovative development for
five years each were vertical intervention in their
essence when a new or existing producer in an
industry was financed partially by government on
gratuitous basis (20% of total investment) and on
repayable basis [17, 18].

It should be mentioned here that industrial
targeting means providing policy in certain
industries and not all. It is pointless without enough
amount of financing as Big Push theory claims [7,
8].

Industrial policy relates to the theory of
industrial organization and includes also aspects
of industry regulation to avoid monopolization
and high prices and to establish constraints over
oligopoly. There are different research on it. One
of early studies was represented by Chamberlin
[19]. But we know another works done before. The
great interest to the problem arised especially when
Standard Oil established control over oil industry
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at the end of the 19th century. It was followed by
series of antitrust acts and subsequent regulation
of another industries in the US. The interest to
the issue was also demonstrated by Mason in the
late of 1930ss [20]. In 1977 Dixit and Stiglitz
published results of their theoretical study where
they declare increasing return from monopolization
and effectiveness from competition [21].

The great work on industrial organization was
conducted by Scherer in 1970 and 1980, Scherer
and Ross in 1990 [22]. The main issues they study
are competition and monopoly, concentration
within an industry, economies of scale and mergers,
oligopoly and behaviour within it, restrictions and
antitrust regulation of prices, empirical evaluation,
price discrimination and consumer’s power,
product diversity and market structure, innovations
protection and resource distribution. The work
contains myriad empirical research results on
the topic and different approach to every issue.
It structured previous work of researchers and
identified existing discussions and compromise
between economists of the field. It somehow
opened new directions of study and highlighted
undiscovered holes of previous research. Audretsch
argues the central aim of Scherer’s first book was
finding relationship between company size and
its productivity [23]. And analysing that relation
the study must concern the aspects of monopoly
when the size is huge, oligopoly when the size is
relatively big, and competitive market with too
many companies and high performance in any
activity.

Industrial policy and firm competitiveness

As it was mentioned before industrial policy
can be implemented in different ways. But the
central goal is usually strengthening competitive
advantage of local producers. It is especially
important when international trade brings the most
powerful companies to the developing market
and competition becomes fierce. = Moreover,
Europe 2020 Strategy implies industrial policy
that promotes industrial competitiveness with the
growth of small and medium enterprises (SMEs),
improvement of raw materials supply chain
management, and high salaries [24]. It contains
three main directions: 1. Development by use of
innovations and knowledge, 2. Resources-efficient,
greener and more productive economy, and 3.
High-employment economy with high integration
of territories and community.
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Industrial policy can be introduced by free trade
policy to encourage innovation activity of domestic
enterprises and to transfer new technologies to
local producers. This kind of policy also implies
that government attracts multinational enterprises
and motivates them to invest in creation of plants
and factories. Increase of employment, economic
growth, and additional tax accumulation are a
positive effects of such policy. But in developing
stateeffect fromliberalization oftrade fortechnology
transfer is weak, at best [25]. Some researchers
argue about absence of horizontal spillovers from
foreign direct investment in developing countries
[26]. Economists explain such phenomena by
huge gap in technological development between
big multinational firms and local producers of
developing country. Therefor, last of them cannot
absorb effectively production techniques [27]. In
contrast to developing countries, Western countries
enjoy positive effect of technological shifts from
foreign direct investment and their producers get
significant effect of increasing of competitive
advantages [28].

Despite all efforts of governments to
establish healthier environment, mergers changes
industrial structure and sometimes leads to high
concentration. It decreases level of competition
and likelihood of innovations. Therefore, Hoven
and Rubinfeld state that industrial policy must
provide existence of as many as possible firms in
an industry. If number of firms rises the diversity
of research and development projects will also
grow [29]. Federico, Langus, and Valletti find
reduction of innovative activity after merger. It is
related to competition that forces firms to innovate
in order to hold customers from competitors before
merger. In the case of outsiders, they intensify their
efforts in innovation [30]. And policy focusing at
strengthening of domestic producers must consist
of measures decreasing level of concentration
within one industry. It stimulates expenditures on
research and development and rises survivorship of
local producers.

Important role in establishing of healthy
environment is played by antitrust agencies.
Industrial policy in this sense should be
managed by Competition Authorities designed
in optimal structure which implies all regulation
responsibilities and functions without any division
between different ministries and agencies like in
China and maximizes social welfare and not costs
for earning of higher reputation of such Authorities.

In addition, individual motivation of “enforcement
success” taken in account is an important element
of the optimal structure [31].

There must be mechanism in the work of
Competition Authorities preventing any corporate
interest promotion like launch of investigation of
competitors or permission of mergers despite of
high concentration. Herfindahl-Hirschman index
is a part of antitrust policy in many countries in
assessment of concentration rate and establishment
of standards using the index is possible taking
in account the volume of an economy. Another
measure can be the absence of affiliation between
Competition Authorities and interest parties in
a personal sense. And budget of the agency is an
important instrument of influence that should be
formed independently from corporate interests
like share of total budget without any possibility
of change.

Another issue in this stream is which
of domestic producers must be supported by
government? Easterly, Reshef, and Schwenkenberg
find important correlation between quantity of
exporting products and their volume when they
study data of 151 states with 3000 exporting
goods. If the volume increases concentration rate
also rises. It means there are limited number of
products, a few “big hits”, dominating in export
to particular markets [32]. This conclusion can
lead to policy of picking winners, which so-called
national champions like Rakhat company with
its chocolate “Kazakhstan”. But the possibility to
support such company is minimizing while the
popularity is growing. And developing countries
too sensitive to consumer preferences rather than
developed economies due to more constrains to get
new technologies. Picking such winners can give
nothing [32]. Nevertheless, industrial policy can
include assistance to exporters not only in financial
sense, but in legal support, search of partners in
new markets, information about niches that are
empty and have potential to grow.

Further research in this direction gives
unexpected results. Empirical literature find
significant relationship between heterogeneity of
firms and trade. According to the data of 2000, the
top 1% of American companies are responsible
for 90% of export-import operations. Their
productivity is striking because they employ only
15% of all workers. The same concentration is
found in other countries [33].
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About 40% of US exporting companies sold
only one product to one country in 2000. And 12%
of exporting companies from the United States

having at least 5 products and 5 final exporting
destinations share 92% of total export value [34].
There must be hits of export (Table 1).

Table 1 - Distribution of US exporting firms and export value by number of products and export destina-

tions in 2000, %

Share of exporters
Number of products Number of countries (importers)
1 2 3 4 5 and more All firms
1 40,4 1,2 0,3 0,1 0,2 42,2
2 10,4 4,7 0,8 0,3 0,4 16,6
3 4,7 2,3 1,3 0,4 0,5 9,2
4 2,5 1,3 1,0 0,6 0,7 6,1
5 and more 6,0 3,0 2,7 23 11,9 25,9
Share of export value
Number of products Number of countries (importers)
1 2 3 4 5 and more All firms
1 0,2 0,1 0,0 0,0 0,1 0,4
2 0,2 0,1 0,0 0,0 0,1 0,4
3 0,2 0,1 0,0 0,0 0,2 0,5
4 0,1 0,1 0,1 0,0 0,3 0,6
5 and more 2,6 1,2 1,0 0,9 92,2 97,9
Source: [34, p.294]

It is obvious that if government start policy
of widespread support of export, the targeting
should be on those companies that try to export
and have higher productivity rate than others. Not
all can pretend the support. Companies working in
local market for a few years usually do not have
enough financial resources, production capacity,
and experience to work in a foreign market and
spending of public resources on support of such
companies is at high risk. Industrial policy must
be selective to recipients of any direct support and
existence of special standards is mandatory.

Fiscal policy sometimes is a part of industrial
policy as it regulates import and export tariffs
and internal taxes for products of manufacturing
and others. And it is more likely expected that if
import tariffs are decreased, internal taxes will
be increased. Government stimulating external
trade must reduce constrains for entering products.
The reason is industrial policy for support of
infant industries or creation of new producers
that highly dependent on importing details and
local content is too low. This aspect of local
content statistics will be discussed below more
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widely. Pelzman and Shoham analysing twenty
year period of Israeli economy experience (1984-
2005) find simultaneous reduction of border tariffs
and domestic taxes and the last did not become
substitute for the first. They explain it by reduction
of fiscal budget and by stimulation of stable growth
when the volume of economy and correspondingly
tax base are increasing and public spending is
the same so tax burden is declining. They also
highlight negative correlation between levy tax on
fuel and total burden of taxes, which means that
while government rises tax rate on fuel, the total
tax burden falls. Hence, they suggest redistribution
of tax burden to alcohol, cars, cigarette, fuel taxes,
and others that have negative externalities [35].
This logic leads to wide range of taxes
having too weak relationship with manufacturing.
Redistribution of tax burden to such levies has
positive impact on all manufacturing. Progressive
approach on civil property taxes including the land,
individual income, estate and inheritance taxes and
others can play significant role in redistribution of
tax burden from manufacturing. It is also related
to the content of levy fuel. On the one hand,
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consumption of diesel has dominant link with
trucks and industrial machinery. On the other hand,
petroleum is used by civilians. Redistribution of
tax burden and other related costs from diesel to
petroleum not used in manufacturing and trade
is able to stimulate production of manufacturing.
Such policy can spread to raw materials production
sectors that are not interrelated with domestic
manufacturing.

Governments usually base their decisions by
using official statistics without paying attention
on the essence of data. And official statistics have
great misleading power [36]. Producing goods
involve numerous plants from different regions
of the world. One part of products go through
several borders and experience significant change
to become final detail for assembly process in
final destination that takes the title of producing
country. For example, the volume of domestic
content in Chinese manufacturing export was half
before 2002 and in 2007 the index achieved 60%
thanks to entering the World Trade Organization. It
is observed surprising distribution over industries
of China. In technology sectors the share of local
content is usually too low and industries with
low-skilled labor are more likely to have high
share of local content as foreign or joint ventures
demonstrates in China [37].

Statistics using in right way can give clue
in which direction industrial policy should be
organized. Coefficients like those describing
structural shifts in industries can form the
basis of relevant methodology. In 1969 Soviet
economist Kazinets proposed the approach to
evaluate such structural shifts. Many researchers
of former Soviet Union space have been using
this methodology until now [38]. It is becoming
crucial for Russia which demonstrates increasing
share of mining industries [39] and for Kazakhstan
with substantial role of oil and gas industries in
total economy. Glazyev highlights the absence of
structural policy in Russia since 1990. As a result
Russia experiences increasing backwardness in
technological sectors and merely structural change
based on new technological approach can lead to
high economic growth and development [39]. The
similar view is represented by Gazaliyev who states
that development of electric power industry, heavy
engineering and electrical engineering, oil refining
can change structural disproportion of Kazakhstan
economy towards manufacturing [40].

Creation of new producers can be in
accordance to existing demand from also domestic
firms and their need in another products or details
that are not represented in the market. Certainly,
the demand must be relatively enough for the work
of new entity and its profitability. Realization of
industrial policy focuses on organizing conditions
such as spread of information on the producers
volume of need and potential prices, tax holidays
for the new producers, promotion of online market
of local manufacturing goods and row materials
trade.

Represented information gives hint in which
sectors maintenance of government is needed and
lessens public spending for realization of industrial
policy. Today Chinese products dominate in the
globe. But it is result of different parts assembling
from relatively remote locations as data say
[37]. Kazakhstan can also participate in such
process of intermediate tasks having low prices
of transportation and manufacturing companies
with high productivity and innovative potential.
Growing such firms is a central aim of industrial
policy. Assistance of government in accumulation
of information about potential niches all around the
world or at least in a close regions is also required
for strengthening competitive power of domestic
manufacturing entities. Different production
tasks are organized by partnership with foreign
producers having advanced technologies and
resources to expand production lines as South-East
Asian countries did. The partnership gives way for
transferring of technologies, creation of research
centers, and further innovative activities.

In that case the important role is played by
skilled workers as well. Some economists state
that if labor market is oriented to attract skilled
staff, it rises spending for innovation and provides
benefits for consumers. And if labor market is
opened for unskilled workers used for production,
the expectation for innovation coming and benefits
for consumers creation are absent [41].

Recent statistics shows higher innovative
performance in developing countries than in
developed. For the period from 2010 to 2013
China had become the most innovative nation.
The number of patent applications in China
increased dramatically by 141% from 293066
(2010) to 704936 (2013). Great progress was also
demonstrated by Brazil (17%; 4959 in 2013),
India (21%; 10669 in 2013), Poland (32%; 4237
in 2013), Turkey (38%; 4392 in 2013), and South
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Korea (21%; 159978 in 2013). Except the USA
(19%; 287831 in 2013), other developed countries
exhibited about the same rate of activity [41].
The data highlights the importance of skilled
employees formation for development. It can be
reached by high spending for education, research
activities of a state and private organizations,
and also right migration policy, which has high
impact on industrial development. Only innovative
companies representing separate industries can
compete and grow.

As defined by Porter and Stern innovation
defines competitiveness at the international level and
local environment defines direction of innovation.
Local environment includes three elements: the
common innovation infrastructure (human and
financial resources attracted to scientific and
technological advances, protection of intellectual
property, tax-based incentives for innovation,
antitrust policy encouraging competition based on
innovation, openness to trade and investment), the
cluster-specific environment for innovations, and
quality of linkages between two elements [42].

Technological and innovative initiatives
of government are distinguished as the main
parameters for stable development [43]. Based
on local capacity of manufacturing that generates
innovations in high extent, and developing
it, industrial policy have potential to create
more exporters participating in value chains of
international manufacturing [44].

Overall, the sign of industrial policy
effectiveness is appearance of national champions
with their hits in the international trade. If realizing
industrial programs such dynamics are not
observed, industrial plans must be checked and
altered.

Conclusion

The development of industrial policy concept
is mainly related to the beginning of twentieth
century when global economy experienced
unprecedented collapse in 1930s. But during the
century interest to the problem fluctuated achieving
high resistance in 1990s before 2001 recession.
Economists suggest different view on industrial
policy and can even opposite one another. But they
share the opinion that industrial policy consists of
different instruments using for economic growth
stimulation. They are fiscal and trade policies,
realization of projects or creation of conditions for
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organizing them, antitrust regulation of industries
and others.

Finding similarities of different studies is
one of tasks of this paper. Analysing different
literature on industrial policy and its influence
on competitiveness of companies it were found
that the central purpose of every such policy
is strengthening of competitive power of local
producers. Any governmental efforts to grow
manufacturing should be resulted in widening or
creation of new advantages of domestic firms as
literature says.

As every literature review must contain
results like finding main direction within
mainstream literature, the paper highlights
three ways of industrial policy implementation,
which economic papers distinguish: functional,
horizontal, and vertical. If one group of researchers
supports horizontal approach, the other group
argues that vertical or functional approach is more
beneficial. Their difference is based on essence of
each. If vertical approach is focused on selected
industries, horizontal approach is designed like
clustering companies from different sectors but
interdependent by production, supply, or any other
chain. And functional approach is a policy of factor
market change and development.

Some authors emphasize the important role
of fiscal policy in manufacturing. Redistribution of
tax burden and other costs from manufacturing by
using different approach mentioned above has big
potential to stimulate production of manufacturing
industries.

It should be mentioned another finding, that
researchers discuss on how industrial policy must
be organized in more effective way. And here is the
issue whether industrial policy can benefit? Many
examples of empirical literature signify absence of
effect from realization of the policy and great deal
of them demonstrates the impact. Different studies
aimed to clarify such results.

The study highlights another result of review.
There is the discussion on statistical data essence
and their effect on research in the field of industrial
policy impact on competitiveness of firms. Various
results of the work can give significant effect on
increasing of a firm competitive power. High
concentration of products in export and appearance
of hits, distribution of exporting companies
among others, distribution of local content in
manufacturing goods within distinctive industries,
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role of government in the spread of information on
existing producers demand in importing products
and details, special conditions for innovation
activities and attraction of high skilled workers are
all aspects of competitive odds for producers.

Overall, the result of industrial policy can be
evaluated by appearance of new hits in export. And
the last definitely signifies that domestic producers
having innovative nature and high productivity are
competitive at the international level.
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