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A B S T R A C T   

This article is situated in a growing body of literature, focusing on higher education reforms in countries which 
emerged, or re-emerged, 25 years ago as the Soviet Union dissolved. With the focus specifically on Kazakhstan, 
this paper examines how the leadership of universities in this country views a higher education funding model– 
the state grants. The paper applies the lenses of stability, performance and innovation orientation to the ex-
amination of the state grants-based higher education funding model in Kazakhstan. This paper finds that despite 
recognition of the limitations of the existing funding model, there is limited interest to push for changes. This can 
be explained by the complex higher education policy environment which is also discussed in this paper.   

1. Introduction 

The level, composition and mechanisms of funding of higher edu-
cation are part of a broad spectrum of governance arrangements inten-
ded to help the higher education sector achieve its three traditional goals 
of improving access, enhancing quality and encouraging efficiency 
(Kogan et al., 2006). To achieve these goals, universities rely mainly on 
three sources of funding – the public budget, tuition revenue, and rev-
enue from other sources such as contracts with industry. Despite dif-
ferences in the share of public funding in university budgets, similar 
problems are identified with some traditional public or state funding 
allocation mechanisms, such as line-item budgeting and input control. 
These produce inflexibility; end of the fiscal year expenditure fever; 
absence of incentives to improve performance; excessive regulation 
leading to uniform and inefficient solutions for diverse situations; and 
finally strong dependency on state funding, which makes universities 
vulnerable to political changes (Ait Si Mhamed et al., 2016). 

The situation described above applies to the case of national higher 
education funding in Kazakhstan. Since the country’s independence in 
1991, the funding model of higher education has changed several times, 
reflecting new developments in the system, such as the emergence of 
private universities and privatization of some public ones (Ahn et al., 
2018). In 1999, the government replaced direct transfers of funds to 
universities with state grants (Makridi, 2007). These are direct grants 
(Johnstone, 2006a) that qualifying students receive for studies at a 

public or private university. These grants are the main mechanism for 
distributing public funding to universities in Kazakhstan. The focus of 
this paper is evaluation of the state grants-based higher education 
funding model in Kazakhstan, from the perspectives of universities’ 
leadership representatives. 

1.1. Principles of good funding models 

A good higher education funding model supports higher education 
access, enhances quality of teaching, learning, and research, and en-
courages universities to use resources efficiently by achieving results 
optimal with the available funding. The ability of universities to achieve 
these goals is conditioned by the government’s higher education funding 
policy. Arnhold et al. (2014) document that criteria which can help to 
improve public funding models for higher education are stability, in-
centives, autonomy and flexibility, legitimization, and orientation to-
wards priorities set at a system level. 

The principle of stability provides a guarantee of a level of basic 
funding to sustain operations of a university. The principle of incentives 
is geared towards stimulating competition, demand and performance 
orientation of a university. Autonomy and flexibility are important 
principles that enable a university to internally allocate the funds to 
meet institutional goals. Legitimisation of university spending requires 
transparency in a university’s allocation of funds and accountability for 
the outcomes achieved. And finally, there needs to be alignment 
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between the strategic goals of higher education and how the national 
funding for higher education is distributed. The distribution of the 
public budget needs to motivate and enable universities to work towards 
achieving priorities of national importance. 

In summary, an education funding model needs to contain three 
pillars (Ziegele, 2013): (1) basic funding aimed at stimulating univer-
sities to perform basic tasks and cost orientation; (2) performance-based 
funding which stimulates goal and performance orientation of univer-
sities, and (3) an innovation-oriented component that enables university 
investments in strategic objectives. These three pillars of higher edu-
cation funding will be applied when discussing the state grants-based 
higher education funding approach in Kazakhstan. 

1.2. Higher education policy context in Kazakhstan: conflicting policy 
paradigms 

Previous studies on higher education funding in Kazakhstan have 
concluded that universities demonstrate compliance with government 
policy. In the assessment of higher education developments, OECD 
(2017) researchers found that even though different university leaders 
critiqued the existing higher education funding approach as ‘imprac-
tical, unfair, or unworkable’, many more accept the ‘law and rules as 
they exist’ (pp. 247–248). A similar observation emerged in the study by 
Ait Si Mhamed et al. (2016) that despite the critique of elements of 
higher education funding model, there was little sense of urgency among 
universities’ leaders to push for changes in funding approaches at the 
system level. To understand this situation better, this paper describes the 
public administration and management paradigm changes shaping the 
policy context in Kazakhstan. 

During the 1980s, New Public Management (NPM) emerged in the 
West in response to the criticism that the bureaucratic management 
process was inefficient, unresponsive to constituents, and unfit to cope 
with the tasks of contemporary realities (Hood, 1991; Olsen, 2007). 
NPM juxtaposed the state with the market and argued that market 
mechanisms are a solution to the ills of traditional bureaucracy. When 
the Soviet Union dissolved in 1991, NPM became the guiding framework 
for reforms in the public sector and higher education, promoted by in-
ternational organizations such as the World Bank (Pollitt, 2011; Silova, 
2011). The term neo-liberal is used to describe higher education in-
stitutions operating in the context of NPM, characterized by revenue 
diversification via tuition funded students, customer orientation, focus 
on efficiency, competition, and public funding of universities, based on 
their performance results (Broucker et al., 2018). The role of the gov-
ernment, within the NPM paradigm, is to focus on the achievement of 
global quantitative and qualitative goals for teaching and research. In 
this framework, universities decide how to strategically achieve their 
institutional goals in order to qualify for the government’s funding 
(Tahar and Boutellier, 2013). This implies a changed role of the gov-
ernment to an ‘evaluative state’ which no longer controls but only su-
pervises universities (Neave, 1988). This also means a changed role for 
the universities which now are expected to become institutions with a 
strategic vision, alert to how their strategies interact with the broader 
policy environment. This involves transformation of universities to ‘a 
more active mode’, changing their ‘core structures and organizational 
cultures’ (Clark, 2001, p. 11). 

As part of the modernization of the higher education sector, and in 
response to the exploding demand for higher education (Ahn et al., 
2018; Heyneman, 2011), the government of Kazakhstan adopted stra-
tegies associated with NPM. It legislated to allow private institutions of 
higher education and tuition funded students at public universities, thus 
introducing dual-track tuition (Johnstone, 2006b). In terms of gover-
nance, some public universities acquired a status of joint stock company 
and governance boards were established (Ahn et al., 2018). Concur-
rently, traditional highly centralized bureaucratic norms remained in 
effect. These included centralized curriculums for public higher educa-
tion, distributed to universities from the ministry, down to their schools 

and departments (Sagintayeva and Kurakbayev, 2015). The principles of 
public budget allocation to higher education institutions continued to be 
based on a line-item budgeting approach, applying formulaic and 
non-formulaic approaches (OECD, 2017). 

The national vision for higher education was modernization of the 
sector, eventually leading to self-management of universities and annual 
reports on the performance of heads of national higher education in-
stitutions (Nazarbayev, 2015). This national vision was linked to the role 
of higher education in advancing the country towards its strategic 
development goals. The strategic goals for the higher education sector, 
articulated in the national policy framework, emphasized its role in 
supplying the nation with highly qualified professionals, integrating 
education, science, and innovation, and making what the program calls 
‘real scientific contributions’ to the diversification and sustainable 
development of the economy (Ministry of Education and Science (MoES, 
2016). The emphases on the public good in the goals of higher educa-
tion, as well as the acknowledgement of the role of stakeholders in 
higher education, suggested an orientation associated with public value 
management (PVM) paradigm. 

A PVM approach emerged towards the end of the 1990s as the 
critique of the NPM paradigm. NPM was criticized as leading to the 
fragmentation jeopardizing the capacity of the government to pursue 
overarching public goals (Enders and de Boer, 2009; O’Flynn, 2007). A 
heightened institutional focus on competitiveness under the NPM 
created a situation where governments lost control over the extent to 
which individual higher education institutions and their units contrib-
uted to the aims of the higher education system, if such priorities were 
defined at all (de Boer et al., 2015). Growing awareness about the 
shortcomings of NPM generated interest in a PVM approach, which 
indicated a shift away from juxtaposing the state versus market. Instead, 
PVM proposed a new ‘post-competitive’ paradigm (O’Flynn, 2007, p. 
358), with a socially inclusive approach and a renewed focus on col-
lective preferences. This was a shift away from the primary focus on 
performance outcomes toward the achievement of politically legitimate, 
social preferences created through processes generating trust and 
fairness. 

The PVM trend produced a growing call for more collaboration and a 
focus on socio-economic objectives, instead of prioritizing performance 
(Broucker et al., 2018). It has been argued that PVM is a better approach 
in higher education because it enables universities to work towards 
multiple objectives in their three missions of teaching, research and 
service (Jongbloed and Vossensteyn, 2016). PVM is also regarded as 
more suitable for higher education because it stimulates university 
leadership to engage in negotiations with stakeholders for building a 
shared understanding of organizational objectives. Thus, PVM frames 
higher education reform within a larger context, taking into account the 
diversity of higher education benefits to society. Consequently, it is 
argued that PVM can help to better understand why some policies suc-
ceed while others fail (Broucker et al., 2018). 

In Kazakhstan, the shift towards PVM was associated with 
acknowledgement of the importance of different stakeholders’ engage-
ment in higher education processes. At the same time, most universities 
continued to function in ‘a culture of strict subordination within a highly 
centralized hierarchy’ (Ibrayeva and Nezhina, 2013, p. 56) of public 
bureaucracy (Ahn et al., 2018). Thus, the contrast emerged where on the 
one hand, universities were expected to engage with their external en-
vironments to advance the achievement of higher education strategic 
development goals. On the other hand, higher education management 
and funding approach did not neatly fit with this purpose. It reflected 
hierarchy, subordination, line-item budgeting and input control. In 
addition to that, universities were expected to behave as neo-liberal 
actors, competing and diversifying their revenues. 

This complicated context seemed to produce ambiguity for many 
leaders of universities. On the one hand, universities were invited to 
demonstrate independent endeavour. On the other hand, it was not clear 
how independent endeavour will be supported by the state authorities. It 
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is this uncertainty that conditioned the eagerness of universities’ lead-
ership to engage in a debate with the government about policy issues, 
including higher education funding. 

1.3. Higher education funding in Kazakhstan 

Universities in Kazakhstan differ from each other by their status. 
There is one autonomous university (Nazarbayev University), 10 na-
tional universities, 32 state universities, 16 universities with Joint Stock 
Company (JSC) status co-owned by the government and private stake-
holders, 14 higher education institutions for military education and 
training, and 56 fully private universities (Ait Si Mhamed et al., 2016). 
This status determines the scope of the university’s autonomy, as well as 
the amount of public funding that the university receives. Only 
accredited universities which meet the employability threshold for their 
graduates and some other criteria can receive state grants (Prikaz min-
istra obrazovaniya i nauki RK nr. 122, 2016, last amended 11.12.2018). 
This includes private universities. 

The amount of state grant per student at Nazarbayev University is 
several times higher than at other universities. The amount of per stu-
dent grant at national universities, in most specialities, is higher than it 
is for students at state universities or universities with JSC status 
(Postanovlenije Pravitelstva RK nr. 199, 2018). Overall 58 % of the 
public higher education budget of 2015 in Kazakhstan was distributed to 
universities as state grants (OECD, 2017). Additionally, almost 11 % of 
the budget consisted of state grants allocated to students attending 
Nazarbayev University. About half of the remaining public higher edu-
cation budget was spent on operating and capital expenses at Naza-
rbayev University, about 10 % was funding for the International 
Bolashak Scholarship Programme, and the remaining six percent 
covered other capital expenditures. 

The state grant system is the main mechanism for allocating public 
funds to universities and ensuring merit-based access to higher educa-
tion (OECD, 2017). In addition to merit-based grants, there is a 2% quota 
for students of Kazakhstani origin who have repatriated to the country, 
0.5 % quota for qualifying students with a disability, 1% quota for or-
phans, 30 % quota for rural students to compensate for possible in-
equalities in the quality of education between rural and urban schools, 
and 0.5 % quota for veterans willing to pursue higher education 
(Financial Centre, 2018). 

To qualify for the merit-based state grant and to access higher edu-
cation for free, students need a sufficiently high score in the centralized 
high-school leaving exam, called Unified National Test (UNT), which 
serves as the entrance to higher education. These grants are not full 
vouchers, as they do not transfer with students between universities or 
study programs. The government allocates these grants as quotas to 
study programs in universities. If the quota of state-grant funded places 
at a university or a study program is full, students need to look for an 
alternative study program, different university, or pay for their educa-
tion themselves (Ait Si Mhamed et al., 2016; OECD, 2017). A limited 
number of students receive municipal grants, grants from their univer-
sities, and privately funded grants (Financial Centre, 2018). There is also 
some chance to access state grants during the academic year when the 
government redistributes state grants which have not been initially 
filled. 

The higher education system in Kazakhstan is highly dependent on 
tuition revenue. About 70–80 % of students, varying year to year, pay 
tuition and only 20–30% receive state grants (Ait Si Mhamed et al., 
2016; OECD, 2007, 2017). There is lack of sound financial assistance to 
students who have not qualified for state grants. The national govern-
ment guaranteed student loans program was introduced in 2005 and has 
provided funding to less than 10,000 students, even though the total 
number of students in the country was half a million a year (OECD, 
2017). Reasons for low uptake of grants were unfavourable loan con-
ditions for the borrowers and a complex administrative process for 
acquiring the loan (OECD, 2017). 

An additional student support instrument called the State Educa-
tional Accumulative System (SEAS) was implemented in 2013 for 
stimulating families to regularly save money for their children’s future 
education. In this SEAS program, the state pays premium on the amount 
saved thus subsidizing higher education (Financial Centre, 2016). 
Similar to student loans, the growth of participation in this program was 
slow (OECD, 2017). 

Tuition fees represent a semi-stable income source for universities in 
Kazakhstan (Ait Si Mhamed et al., 2016), since most students pay tuition 
even at public institutions of higher education (OECD, 2017). An 
exception is Nazarbayev University where most entrants have state 
grants (NU Institutional Research and Analytics, 2018). Prior to 2018 
when the law was changed, tuition at universities that enrol students 
who hold state grants could not be lower than the state grant per student 
at that university (NUGSE, 2014). As such, tuition at universities 
receiving state grants was at least at the same level as state grants. 

2. Method 

Evidence presented in this paper was generated in a study conducted 
as part of the project Development of Strategic Directions for Education 
Reforms in Kazakhstan for 2015-2020. The study took place in 2016. 
Researchers travelled to 15 universities in different cities of Kazakhstan 
to interview university leadership representatives about their views on 
how the higher education funding model in Kazakhstan supports the 
sustainability of universities and strategic development goals for higher 
education and science. Face to face, semi-structured interviews were 
conducted with leadership representatives at one autonomous univer-
sity, five national universities, five state universities, two universities 
with JSC status, and two private universities. In addition, researchers 
interviewed heads of two departments at the Ministry of Education and 
Science in Kazakhstan. This paper presents interview findings from 
representatives of universities in relation to higher education funding, 
access, quality of teaching and learning, research, and efficient use of 
resources. 

3. Findings 

3.1. Evaluation of the state grants as the main higher education funding 
approach 

Interviews demonstrated that most representatives of universities are 
to a large extent satisfied with the current funding model of higher ed-
ucation through state grants. The distribution of state grants between 
universities and programmes varies considerably and is related to per-
formance indicators such as the number of students and graduates, the 
proportion of graduates employed after graduation, staff qualifications, 
the number of students winning awards, and student grade point 
average (GPA). Interestingly, several participants in this research 
expressed doubts about the reliability of the data on the bases of which 
the state-grants are supposed to be distributed and claimed that more 
transparent data should be available on higher education in Kazakhstan. 
A view that was shared among research participants was that the 
amount of the state grant allocated per student is too low for providing 
access to good quality higher education. Especially representatives of 
the state universities said that the amount of grant per student – which is 
about two times less than for national universities - hardly covers the 
instruction costs, particularly if the quality of education is to increase. At 
the same time, the approach of a differentiated state grant per student, 
by type of university, and the distribution of state grants between uni-
versities and study programs, appeared to be accepted with no serious 
complaints about the fairness of this approach. Only a few participants 
argued that a fully open voucher system, where the student decides 
where to take the money, could create stronger competition and a fairer 
distribution of the state grants. 

Representatives of several private universities expressed that the 
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presence of state grant funded students at a university signals the quality 
of the tertiary institution in the national higher education market. It 
helps attract more students who are prepared to pay tuition, even higher 
than the state grant, for high quality education. Thus, even though the 
amount of income generated from the state grants for private univer-
sities is not decisive, they are motivated to admit a small portion of state 
grants’ funded students for the prestige they contribute to the university. 

3.2. The role of tuition fees 

Representatives of universities acknowledged that higher education 
institutions depend on tuition revenue. Over three quarters of students 
in Kazakhstan pay for their higher education. More than half of students 
at public universities pay for their education. While universities not 
receiving state grant funded students can set their tuition levels as they 
decide, universities which receive the state grants are not allowed to 
charge tuition below the level of the state grant per student. Leadership 
of some public universities felt that because of this condition, they work 
in unfair competition as they lose potential students who cannot afford 
to pay tuition at the state grant level and therefore choose private uni-
versities charging up to two times lower tuition. 

The situation is different for competitive universities with private 
ownership. These universities attract a limited number of state grant 
funded students to demonstrate the high quality of their programs. 
These universities, as a rule, charge higher tuition from self-paying 
students. They apply a high tuition – high expectations strategy. In 
addition to high grades, applicants to these universities need to 
demonstrate English proficiency, an entrepreneurial attitude, and be 
able to articulate their motivation to study in the particular study 
program. 

3.3. Resource diversification 

Public universities in Kazakhstan rely on two main sources of reve-
nue: the state budget and tuition fees. Availability of other revenue such 
as endowments and private scholarships are just evolving. This income 
is limited in amount and availability only at some universities. In-
terviews with representatives of universities showed that the availability 
of third party funding is sometimes related to political support from 
local public officials. Revenue generated via entrepreneurial university 
activities, such as contract-based teaching and research, was regarded as 
difficult for public universities because such income is considered 
governmental income and is subject to restrictive regulations. 

Interview data indicated that the university profile also influences 
the ability to attract third party funding. Technology, medical and law 
oriented university programs seemed more capable of attracting 
contract-based income through commissioned research and services. 
Competitive research funding from national sources was well received, 
but also often regarded as limited, barely sufficient to cover additional 
staffing costs. The ability of universities to attract this research funding 
varied and it seemed that universities collaborating with governmen-
tally funded Research Institutes were more successful at bringing in 
public research funds. Funding generated by university patents was 
regarded as very low or absent. 

Few universities had positive experiences with funding from the 1% 
tax levied to companies to provide additional ‘grants’ to students. As 
university representatives acknowledged - it is nice when it happens, but 
it is unstable funding which cannot be used for reliable budgeting. At the 
same time, university representatives said they felt insistence from the 
Ministry of Education and Science to finance their university develop-
ment from sources other than public funding. The interviews demon-
strated scepticism among universities’ leaders as to how this can be 
accomplished. The Ministry representatives appeared to be more opti-
mistic than universities about their capacity to generate third party 
revenue to enhance institutional development and competitiveness. 

3.4. Financial autonomy of universities 

Optimism about generating additional revenues may be conditioned 
by the governmental overregulation felt by public universities. While 
private universities have full autonomy to determine their revenue and 
spending behaviour, public universities receiving state grants have to 
comply with bureaucratic rules and procedures that seriously limit 
financial autonomy, institutional efficiency and effectiveness. Govern-
mental regulations incentivise compliance with bureaucratic demands, 
rather than university performance and outcomes, according to uni-
versity representatives. They favoured more financial and governance 
autonomy, less narrow demands for public procurement focused on the 
cheapest bidding price rather than quality, to be able to elevate their 
university. Representatives of public universities also critiqued the 
administrative procedures for investments as lengthy and limiting. Even 
though many in this study appeared satisfied with the public subsidies 
they received for infrastructure, there was a preference for annual lump- 
sum rather than line-item budgets to better plan maintenance and ren-
ovations. An observation, however, which emerged from the interview 
data was that universities would benefit from more professionals with 
good managerial competencies on all levels of university structure. 

3.5. Performance incentives in the system 

Although state grants to universities are distributed taking into ac-
count several aspects of university performance, generally the govern-
ment policies seem to be more inputs than outputs oriented, with less 
focus on meaningful quality outcomes. Thus, the general the level of 
performance orientation in the system of higher education is regarded as 
low. Interviews indicated that only the high-tuition, high-expectations 
private universities can afford to freely focus on the quality of their 
services and processes supporting rigorous academic ethics and stan-
dards in teaching and learning. Regulative frameworks for public uni-
versities appear to complicate this ability. Most public universities’ 
representatives expressed that academic achievement differences 
among students by the type of their funding – state grant or self-financed 
– posed some challenges. Even though most agreed that the state grants 
system leads to good quality students, they also acknowledged that the 
need for tuition revenue forces universities to accept also students who 
can pay but do not necessarily excel in their studies. 

3.6. Student financial support 

The national student financial support system in Kazakhstan consists 
of state grants with a limited use of student loans and the SEAS program. 
Interviews showed that universities’ representatives do not yet regard 
the student loans system as a good instrument to support higher edu-
cation access. Representatives of some private universities expressed a 
concern that the lack of a student loans program with more favourable 
repayment conditions may lead to some universities admitting students 
who can pay rather than students who can achieve. Only few private 
universities have made an individual arrangement with commercial 
banks to provide student loans with more favourable conditions such as 
lower interest rates. As for the university-based scholarships, only a few 
high tuition universities can afford to implement their own scholarship 
programme which waives part of the tuition fees for five to 10 percent of 
their students. The interviews in this research showed that the SEAS plan 
is not a visible contributor to higher education access yet, as none of 
participants in this research mentioned it at all. 

3.7. Stability, performance and innovation orientation of the state grants 
system 

The state grants system is the main approach in distributing public 
funding to universities in Kazakhstan. Applying the perspective of the 
three pillars for good higher education funding model (Ziegele, 2013) – 
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stability, performance and innovation orientation – in the analysis of 
this system, the following observations emerge. 

The state grants ensure basic funding to publicly owned universities 
as well as cost orientation, since these grants are differentiated by the 
type of the university and the study program. Interview data with 
leadership representatives of universities in Kazakhstan show that the 
state grants funding model is perceived as legitimate, operationally 
feasible, and supporting institutional goals. Some private universities, 
which also educate state grants funded students, see this funding as 
supporting the reputation of higher education excellence at these uni-
versities, even if the grant itself is not viewed as a significant source of 
income. It is not the same case for public universities. Even though for 
most public universities the share of self-paying students is greater than 
the number of state funded students, the state grants present a signifi-
cant source of revenue. 

There is a performance orientation element built into the state grants 
system. Only universities which are accredited and meet a set threshold 
for their graduates’ employment, as well as some other criteria, can 
qualify to admit students with the state grants. The state grants are 
allocated to universities annually, thus there is an annual evaluation of 
universities applying for this funding. At the same time, the extent of this 
performance orientation can be viewed as limited. For example, the 
indicator of graduate’s employment in awarding the grants was chal-
lenged by several universities’ representatives as not sufficiently reliable 
because it does not take into account the nature of graduates’ employ-
ment, whether they work in the field of their studies or in a position 
corresponding to the level of qualification. Also, there were concerns 
expressed about the reliability of this measurement reported by uni-
versities. Nevertheless, the fact that the allocation of the state grants 
partially happens on the basis of employment rates is rather unique, 
progressive and performance oriented. It links university funding to the 
outcomes of higher education: success at the labour market. Not many 
countries dare to take that step yet. 

A limitation for university performance orientation is the lack of 
focus on student graduation rates. The state grants system is inputs 
based, as it does not account for students who drop out. The grants that 
are freed because students have dropped out can be taken over by other 
students who did not have state funding before. 

A competitive research funding allocation in Kazakhstan implies a 
high level of performance orientation of universities. However, data 
indicates that this incentive strongly impacts a relatively small share of 
universities because opportunities for competitive national research 
funding are limited, and universities are still building their research 
capacity because most research activity, until now, has been concen-
trated in research institutes. Thus, universities which have strong rela-
tionship with research institutes are better positioned to benefit from 
competitive research funding. The state grants as the main mechanism 
of higher education funding in Kazakhstan implies research orientation 
of universities by their status and the differentiated amount of the state 
grant per student by the type of the university is supposed to reflect the 
research orientation of the university. Yet, this form of funding distri-
bution is not output but inputs based. 

As for the third pillar – how the state grants stimulate an innovation 
orientation, the following observations emerge. The differentiation of 
the state grants per student by the type of the university implies ex-
pectations for research. Although the national program for higher edu-
cation development (Ministry of Education and Science (MoES, 2016) 
lists innovations as a strategic goal for the higher education sector, there 
is no clear stipulation as to how the state grants funding reflects inno-
vation orientation. There is only the stipulated role for Nazarbayev 
University (NU) to support social and management innovations in the 
sector of higher education via the transfer of NU experiences to other 
universities in the country (Nazarbayev, 2015). Per student state grants 
that NU receives are many times higher than the ones allocated to the 
national universities and all other universities. This model of innovation 
in the higher education sector needs to be empirically examined to 

determine its results. Otherwise, the state grants funding does not 
include incentives to promote innovation. 

Overall, data in this research suggests that the state grants is a 
funding model which does not balance between the three pillars of 
funding allocation – stability, performance, and innovation. The state 
grants funding model is heavily stability oriented, with limited impact 
on either performance orientation or innovation of universities. 
Although, the relevance of performance and innovation orientation 
seems to be acknowledged in the scope of the state grants funding 
allocation, they are marginal elements compared to the stability orien-
tation in the state grants allocation. While predominantly stability ori-
ented, the higher education funding distribution has advantages for the 
universities. It is less advantageous in motivating and enabling univer-
sities to strive towards the national strategic goals for the higher edu-
cation sector: effectively enhancing quality of teaching, learning, 
research and innovation. The misalignment between the expectations 
for higher education development as outlined in SPESD (Ministry of 
Education and Science (MoES, 2016) and the state grants based higher 
education funding model slows reorientation of higher education system 
from centrally regulated system in the bureaucratic organizational 
paradigm to public value creation oriented higher education system. 

4. Conclusion – the way forward 

The purpose of this paper was to evaluate the state grants based 
higher education funding model in Kazakhstan through the perspectives 
of universities’ leadership representatives, and by applying the lenses of 
stability, performance and innovation orientation to this higher educa-
tion funding model. This paper also acknowledged that it is relevant for 
a higher education funding model to support strategic development 
goals for higher education and help to improve access, quality and ef-
ficiency in higher education. Conclusions which emerge suggest that the 
present state grants based higher education funding model needs to be 
reviewed for universities to become more active in pursuing a strategic 
goals orientation in higher education. 

Although improving higher education access is not listed as one of 
the strategic goals in the Kazakhstan’s higher education development 
document 2019 (Ministry of Education and Science (MoES, 2016), it 
would be reasonable to include this issue as the future area of focus for 
the government’s higher education funding policy. National student 
financial aid policy, beyond the merit-based state grants, should enable 
universities to admit students who qualify rather than students who can 
pay. 

Assessed from the perspective of stability, performance and inno-
vation orientation, the state grants system is heavily stability oriented. 
Performance orientation is limited in awarding state grants and the 
reliability or university performance data such as the employment rate 
of university graduates, is challenged at times. Absence of publicly 
available transparent information on the distribution of the state grants 
between universities may contribute to this notion of mistrust. 

The state grants have almost no impact on university innovation. At 
the same time, enhanced performance and innovation of universities are 
among the strategic development goals for higher education in the 
country. For universities to be able work towards the national strategic 
development goals it would be important that higher education funding 
mechanisms enable stability as well as recognizes performance and 
innovations. 

The misalignment between the main priority of higher education 
funding and strategic development goals in higher education is not a 
situation unique to Kazakhstan. At the same time, the process of reforms 
benefiting the alignment between the national strategic and universities’ 
goals in the country is complicated by contradictory public adminis-
tration and management paradigms which condition how universities 
and the government interact. On the one hand, there is awareness about 
the importance of transparent involvement of external stakeholders in 
shaping goals of universities. On the other hand, universities are still 
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governed in the mode of the rigid traditional bureaucratic approach 
where subordination and compliance is the most valued achievement. In 
addition to this, universities need to pursue a survivalist approach 
making sure there is enough tuition paying students to supplement 
limited public funding. This triangle of assertions dilutes sometimes 
already vague performance, innovation and efficiency incentives in the 
system, causing a slow-down effect on changes, however meaningful. 
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