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Development of innovative projects of business models in the food industry of the Republic of Kazakhstan

Abstract: This article examines the problems of existing business models in the food industry of the Republic of Kazakhstan by comparing them with foreign experience. The issue of the transformation of the food industrythis manufacture is being studied through the enjoyment use of the opening innovations is being studied. The observations and suggestions are based on the experience of empirical qualitative researches, which are conducted in “Rakhat” JSC, as well as on the basis ofbased on  desk research, which are conducted by the Danish company “Arla Foods”. The article presents analytical data on the development of innovative projects,  of food industry enterprises, the results of an empirical study using the method of comparison, surveys, static observation, data from the RFCA (Rating Agency of the regional financial center).
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1 Introduction

The food industry is one of the most important branches of the agro-industrial complex (AIC) of Kazakhstan. Its effective functioning has  is of great importance for ensuring the country's economic security and improving the living standards of the population, since  foodstuffs  products account for about 10 % of the total output in the country's material production sectors.
Thise industrial enterprise food industry includes three major groups of industriesmanufacture: food processing, meat and dairy, and also fish. Each of these groups represents a set of  departmentsindustries. Thus, the food and beveragesuch  quarrying industry includes 19 industries.  The Mmeat and dairy branches industries include the meat, gelatin, butter,  and cheese-making, and dairy industriesproducts. This e industry aerospace is distinguished by the production of fish, sea animals, and seafood; industries sectors, which are engaged in salting, smoking, drying, refrigeration processing of fish, preparation of canned food, fish flour, fat, processing of sea delicacies food (including the production of agar and acgaroid). According to the stages of recastprocessing, the branches and manufacturing production of the food industry are divided into primary and secondary. The primary onesmain of them are the  processfabrication of  agricultural raw  materials of plant and animal origin, as well as fishing, sea animal production, etc. The subsequent processing of raw materialsthese things  is carried out by bakery, confectionery, distillery, sugar refining, and other industriespetrochemicals.
The footwear food industry of the Republic of Kazakhstan includes: fish, meat and dairy, bakery, dairy, sugar, confectionery, pasta, butter and fat, fruit canning, wine-making, brewing, tea, and other industriessectors of industrialization. The foodSuch kind of making products  industry produces more than 20% of the gross output of the republic's economy, has 5.5% of the value of fixed assets, and employs 10.3% of industrial and production personnel.
Food production is a strategically important industry trade in the economy, so the research and analysis of the production processes of this industry is are relevant in connection with the need to implement the above-mentioned government measures to stabilize the economy. Any econ omic entity, including footd productionwears,   enterprises, strives to use their its own internal resources more efficiently and optimize production.
The potential of the food and nutrition food industry of the Republic of Kazakhstan allows this industry to significantly increase production volumes, thereby ensuring both the needs of the domestic market and export applications for the main food groups. Kazakhstan has every all chances to become not only a major commodity exporter , but also a developed agricultural power with a wide export line of environmentally friendly organic farming agricultural products. Increasing the dynamics of the indicators of the food meal industry and the agro-industrial complex will contribute to improving the quality of life of the population and ensuring nutritional food security in Kazakhstan.

2 Literature review

Theoretical aspects of project business model management have been studied in the fundamental works of foreign scientists: Kim W. Chan, Mauborn R (2005), Hamel G. (2000), Prahalad K. (2002), Johnson M., Christensen K., Kagermann H. (2008), Linder J.(2000), Rappa M. (2004).
 The scientific works of covers  individual issues, which are  related to to   project managementcontrol, including the usee of the management system within the enterprise, which is related to to the development of business models of the organization.
From a methodological and practical point of view, it is important to develop methods for evaluating business patternsmodels  in the food industry. A dynamic business environment is a challenge for many companies at the moment. No business can survive without constantly improving its business model, finding ways to improve the product, and introducing innovations. As a result, novelty innovation becomes an integral part of the company’s life. As noted Schumpeter (2015) noted, innovations is are understood as the implementation of new combinations of goods, which sets  the form and content of economic development. Schumpeter (2015) considers the coming thing innovations as means of entrepreneurship for profit. The scientist developed his own classification of innovations:
1) production of a new product that is still unknown to consumers;
2) introduction of a new method of production producing or a new way of commercial use of a well-known product;
3) development of a new sales market;
4) opening a new source of raw materials;
5) reorganization, for example, securing a monopoly position in the industry by creating a
trust.
For writing this article, problems in projects and project management have been studied on basis , based of n a review of previous studies, includinges these critical factors–in terms of what has been called the administrative view of project management control “clearly defining goals, prescribing formal organizational mechanisms—usually including a project team, steering Committee, and committees to ensure user influence; and links to senior management. In additionBesides, there is a need for planning, information,  and control main mechanisms.” [Borum and Christiansen, (2006), p.217].
This structured review of the literature helped to identify and identify some specific problems, based on the type of transformation that the project focuses on. We will conduct a structured review of the literature to try to identify find them.
Our literature review is divided into three main sections:
1) The dDevelopment of  new products.
The article of Christiansen (2012) presents arguments in favour of building a model of factors that influence the formation of the meaning of structured approaches to product development based on Scandinavian cases. Firstly, structured approaches are presented as a type of management technology, consisting of rules. Secondly, we have obtained a basis for classifying

structured approachesthese accesses to product developmentmaking products  according to their degree of development and comprehensiveness. This It helps to  determine the types of rule systems in companies —and how they affect everyday practice.
In the article of Dayan et al. (2017), researchers haves shown inconsistencies in the impact of team diversity on the effective functioning of a new product of the  elaboration of development groups (NAPs). This discrepancy inconsistency was explained by the  insufficient research, the maybe  on the possiblye complex (non-monotonic) relationship between team diversity and performance, as well as possible boundary conditions for this interconnectionrelationship. The results of an empirical study with a sample of 103 teams of the  new product developers showed an inverted U-shaped dependence of functional diversity-the creativity of a new productmodern good. In addition, the results conclusions showed described that the direct relationship between functional diversity and new product creativity was stronger when project uncertainty was higher, rather than when it was lower. On the other hand, the direct link between demographic diversity and new product creativity was weaker when project uncertainty was higher rather than lower.
2) The iImprovemente of the  products.
TIn the  article of Horvat et al. (2019), was studied  the extent, to to which European food firms use different consumer datumsa at different stages of product development (NPD) and product life cycle (PLC), as well as the data collection methods,  they used by them, was studied. Note that increasing the use of consumer data in PLCs and adapting data collection methods to the project type and product development phase opens up opportunities for food firms to increase the chances of success of a new product.
3) The Iimprovement of a e business model.
In the article of Di Muro and Turner (2018), the project perspective shows the mechanisms, which are  involved in the entrepreneurial pursuit of opportunities. One of the most important aspects of this perspective is the transformation of the businessthis  model. The article review suggests a four-stage cycle, which is  aimed at the subjective alignment and adaptation of strategy and execution.
The proposed conceptualization serves as a guide for formulating and evaluating search capabilities in practice. The proposed conceptualization  Besides, it guides provides guidance for managing the search for opportunities to achieve the useful results.

3 Methods

Our article demonstrates the results of an empirical study using the methods of comparison, static observation, RCFA data, and interview method by obtaining information about enterprises in Kazakhstan.
For a more compact representation of innovative projects for the development of business models in the food industry of the Republic of Kazakhstan, designed for a holistic view of the activities of interconnected and interacting business processes, the article used a comparative approach to the analysis of project business modelling management at the enterprise of “Rakhat” JSC and the foreign company “Arla Foods”.
From a theoretical point of view, the business model allows analyzing the elements of business systems and establishinges connections between them.
A more detailed study was conducted at the Kazakh enterprise of “Rakhat” JSC, using the data collection method, data processing method, data analysis method (we analyzed the main indicators of “Rakhat” JSC, along with profitability and urgent liquidity of “Rakhat” JSC for the period 2016-2018).
The materials were collected from official sources, companies’ websites, advertising booklets of companies, statistical reports from the information and analytical magazine “Socio-economic development of the Republic of Kazakhstan”. To collect put information together for an empirical study, one of the authors completed an internship at “Rakhat” JSC. For  an in-depth research study of the company were used , methods of obtaining  information were used: observation, interviews, and a survey.

Also, the methodology of the Russian scientist V. Bogdanov`s “Pproject Management” was applied in our case studyresearch. The business models of the analyzed enterprises were investigated studied in the form of a matrix of system characteristics, including 7 main components, which were described by characteristics features in the context of four main dimensions: static, managing, dynamic,  and predictive.
We used the field research method to study “Arla Foods” company , by collecting primary data based on observations, surveys, researchelaborations, by studying the food industry market in Europe.
This research experiment allowed us to organize the project activities of the analyzed enterprises, make it them transparent, and describe the business processes of “Rakhat” JSC and “Arla Foods”. These developments are associated with the usee of models and methods of project management, which allowed us to assess the degree of scientific elaboration exploration of the main aspects of the studied problems,  to identify controversial provisions and unresolved problems.

4 Kazakhstani example: “Rakhat” JSC

The research was conducted at the enterprise of “Rakhat” JSC. Over the lpast few years, the company has been become one of the leading players in the Central Asian region (the company has a 23-24% market share in the confectionery market). The company is distinguished by the production of high-quality confectionery. A powerful resource base of technical and management personnel shows that the company is currently ready for an investment project of  a new production (“Rakhat” Joint-stock Company, n/d).
The methods for evaluating business models were studied, as “Rakhat” JSC uses the matrix method of system characteristics of the business model. The general scheme of the matrix of system characteristics of the business model type of “Rakhat” JSC is presented in fFigure 1.

Figure 1 - The general scheme of the matrix of system characteristics of the business model of “Rakhat” JSC
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TIn order to get the business model sample of “Rakhat” JSC, it is necessary to fill the matrix with its specific content (based on the information at “Rakhat” JSCthe  website of this firm), where every system component is described with its general and special characteristics:

1. Functions and goals General characteristics
Manufacture and realization of confectionery products stand as the main operations of
“Rakhat” JSC. The company’s business is aimed at maximum satisfaction of the needs of the

population of Kazakhstan and other countries in high-quality confectionery products that meet modern requirements, on the one hand, and traditional preferences, on the other hand.
Special characteristics
Taking shareholders’ interests into account, the goal of the business is to ensure sustainable profitable operations to ensure the company’s growth and increase its capitalization.

2. The vValue  of the proposition
 General characteristics
“Rakhat” JSC produces a wide range of confectionery products, including sweets,
caramel, marmalade, drageée, chocolate, marshmallows, toffee, cookies, waffles, cocoa powder, and semi-finished products. The brand portfolio is focused on the needs and preferences of consumers.
Special characteristics
The process of optimization of the brand portfolio, taking into account economic efficiency, is in progress: items that are no longer in demand are withdrawn from production, design and packaging changes are being made, recipes are being developed and new types of confectionery are being offered to consumers. Therefore, the total number of produced items varies annually. The manufacturing capabilities of the company comprise two production facilities based in Almaty and Shymkent.

3. Market
General characteristics

The sales geography of “Rakhat” JSC covers the whole territory of Kazakhstan, as the company has an established disposal sales system in 17 cities, including 14 regional centerres. Product distribution within Almaty is carried out through large wholesale buyers on the territory of Almaty, as well as through retail firm stores. Firm stores trades of “this company Rakhat” JSC operate in the following cities: Almaty, Astana, Aktobe, Shymkent, Aktau, Oral, Taldykorgan. In each city, sales shops are carried out through small-scale and retail stores; there are 12 of them. In the other regions of the Republic, the availability of “Rakhat” JSC products is ensured through the creation of a wide distribution network (affiliated subsidiaries) that sells high-quality trademark products.
Special characteristics
At the moment, these products of “Rakhat” JSC are presented not only at Kazakhstan’s market but also far beyond the borders of the Republic, e. g. in Russia, Uzbekistan, Tajikistan, Kyrgyzstan, Germany, China, and Afghanistan. It should be noted that over the lpast 3 years there has been a significant increase in exports.; Iif in 2009, sales volume accounted for 5% of total production, then in 2011 the export share was 15%. Due to the interest of other countries in the products of “Rakhat” JSC, the company plans to increase production volumes and expand sales markets by increasing export volumes.

4. “Processor” General characteristics
Since 2007, “Rakhat” JSC has developed and implemented a quality management system
(QMS) based on the standards of the ISO 9000 series. A capacity quality management system is an enterprise process control system. Modern buyers orients not only on the product but also on the company that produces it. A properly established and functioning QMS guarantees stability of product quality, company process management, company’s focus on quality assurance.
The property administration quality management system covers all areas of the enterprise. It This includes the proper operation of equipment and machinery, and production standards, responsibility for the qualitative performance of each employee’s duties, and the consideration of customer requests and feedback, as well as constant and continuous incoming quality control of raw materials and final high-grade quality inspection control of finished ready products.
Special characteristics
· Crisis bailout plan in connection with the adjustment of the Kazakhstani tenge (KZT) exchange rate;

· Optimization of the assortment of confectionery products (phase-out of low-margin products) during 2014;
· Active marketing policy and expansion of sales markets with an increase in export of confectionery products to Russia, Georgia, Mongolia, China, Azerbaijan,  and Tajikistan on an ongoing basis;
· Marketing costs: optimization of advertising due to rejection of inefficient channels and reduction of travel expenses;
· Termination of third-party market research services.

5. Competitive strategy General characteristics
A bBusiness strategy that is aimed at: entering new market segments; expansion of
distribution in Kazakhstan; rejuvenation of the target audience; development of software and operational efficiency; search for new markets; resource conservation and stable increase in corporate sales through increasing export volumes (development of the European region, increasing market share in China, Mongolia, Afghanistan, Russia) along with introducing an innovation strategy based on a direct analysis of market needs.
Special characteristics
The development program of “Rakhat” JSC for the period of 2013-2016 includes the following medium-term priorities:
· Decentralization of production sites distributed in such a way as to ensure quick deliveries with minimal transportation costs: ensuring stability and guaranteed level of product quality according to the Pareto principle;
· Development and implementation of a system for optimizing production costs;
· Transfer of certain business processes to outsourcing (it is planned to transfer certain business processes for them to be carried out by another company specializing in the relevant field on a contractual basis).

6. Business network
A bBusiness network is a complex network of companies working together to achieve specific goals. These goals, which are strategic and operational, are accepted by the business network based on their roles in the market. There are two categories of business networks: business associations and company   aggregates  which help the enterprise become more competitive and innovative.
The bBusiness network of “Rakhat” JSC consists of both domestic and international business partners–companies from Russia, China, Armenia, Tajikistan, Uzbekistan, Germany, Azerbaijan, Mongolia, and Afghanistan. Among business partners of “Rakhat”the company  JSC. Tthere are legal entities of different types, including individual entrepreneurs.

7. Economic model General characteristics
· Improvement of the quality control system with preparation for the development of a high-end  quality program that meets international standards (introduction of the International Food Standard (IFS) based on the principles of HACCP–Hazard Analysis and Critical Control Points);
· Implementation of the ISO 9001-2009 standard in “Rakhat-Shymkent” LLP;
· Realization  Implementation of progressive structural and technical changes to maintain high rates of economic growth;
· Warehouse`s automation.
Special characteristics
In the process of manufacturing products, “Rakhat” JSC strives to use local raw materials. Only those types of raw such materials, auxiliary mattersmaterials, and equipment that are not produced in Kazakhstan are purchased from foreign manufacturers. In the medium term, the company sets itself a task of preserving at least 23-24% market share in the republic’s

confectionery emporium market and increasesing the volume of exports to international markets by growing increasing production volumes.
Having studied the business model of “Rakhat” JSC, we can highlight the following actual problems facing the company:
· The need to change the structure of the range of the productsthe products range;
· Changes in the pricing system, including price control and the general pricing policy, need to be made;
· The weakening of science and technology base are necessary for innovative entrepreneurship;
· Lack of a modern developed system of control and responsibility.
To evaluate the effectiveness of the organization’s business model, an analysis of the main performance indicators of “Rakhat” JSC for the period of 2016–2018 was carried out (Table 1).

Table 1 - – Analysis of the main performance indicators of “Rakhat” JSC for the period of 2016– 2018, million KZT

	A
	
	B
	C
	D

	Indicators
	
	Revenue
	Costs of production
	Gross profit

	2016
	
	49,771.08
	39,426.91
	4,907.88

	2017
	
	56,411.21
	42,532.41
	6,623.01

	2018
	
	59,164.23
	43,666.67
	7,273.50

	Absolute changes
	2017/2016
	6,640.13
	3,105.5
	1,715.13

	
	2018/2017
	2,753.02
	1,134.26
	650.49

	Relative changes, %
	2017/2016
	113.3
	107.8
	134.9

	
	2018/2017
	104.8
	102.6
	109.8



Source: “Rakhat”  Joint-stock Company website

According to the consolidated financial statements of the company for 2018, the revenue amounted to 59,164.23 million KZT, which is 5% more than in the previous year. The cost of sales in 2018 amounted to 43,666.67 million KZT, an increase of 3%. Profit amounted to 7,273.5 million KZT, an increase of 10% compared to the antecedent previous year.
Profit margins and the  ratio of urgent liquidity are considered one of the most important indicators of financial results (Table 2).

Table 2 - Analysis of profit margins and urgent liquidity of “Rakhat” JSC for the period of 2016-2018, %


	A
	B
	C
	D

	
	
	
	

	Indicators
	2016
	2017
	2018

	
	
	
	

	ROE
	17.63
	19.50
	18.16

	Current liquidity
	6.47
	7.55
	7.93

	Instant liquidity
	1.85
	3.02
	2.92

	Absolute liquidity
	1.63
	2.77
	2.64



Source: “Rakhat” Joint-stock Company website

The indicators show that the enterprise’s profit for each invested capital increases, the efficiency of the capital’s use invested by the owner`s increases, the efficiency of use of the organization’s property,  and the professional qualification of the enterprise’s management increase. The quick liquidity ratio shows that the paying capacity and turnover of assets invested in the company’s reserves remain at the required level, which implies that in this case, “Rakhat”

JSC can pay off current liabilities.
For a promising project of Business Modelling of the food industry, this e enterprise of “Rakhat” JSC needs to solve several important problems:
· Understand the purpose of transforming a particular block of a business model;
· Imaginee a circle full of issues addressed at various stages of development;
· Navigate the composition of the main operations that must be performed during the transformation of the business model confidently;
· Refer specifically to the ideas, methods, and technologies for solving the relevant managerial tasks, which are  contained in the recommended scholarly apparatus;
· Envision Imagine the membership of the transformations at various stages of business modelling;
· Create a science and technology base for innovative entrepreneurship;
· Introduce a modern developed system of control and responsibility.
The company’s management came to realize the inevitability of radical changes. The management of “Rakhat” JSC needs to develop an anti-crisis plan of action for 2020-2021.

5 An EEuropean  example: “Arla Foods”

The sSustainability of any organization`s business model of an organization is at risk, as market changes in the form of innovation, competitors’ and customers’ opportunistic behaviour can quickly make existing bizusiness standard models unsuitable or less profitable. In turn, this it means that there is a need for continuous improvement of the business model is sample and of the key to success in the long term, for example, by creating and having open innovative projects.
Management of blueprint project business modelling in foreign companies can be aimed at solving both long-term tasks of raising the technical and economic level of production and short-term tasks of operating business. Competitors can easily copy business modelspatterns created by introducing minor innovations into components and aimed at obtaining short-term dated results that contain minimal risk but provide modest benefits. Business models created by introducing innovations in components  and aimed at obtaining potentially large benefits in the long termperiod, but at the same time containing a high degree of risk, will be less duplicated by competitors.
The rResearch and the use of foreign experience have shown that about 10% of investments, which are  made in the development of innovations, are directed to the development of new business models (Teece, 2010). The progress Development and implementation of a business model iz plan in practice require an organizational restructuring of decision-makers, the rational utilization use of limited resources, climate changes within the organization,  and its adaptation to changes in the external environment, which, in turn, areis characterized by uncertainty and unpredictability.
The uUpdating of the existing business model increases the organization’s immunity to environmental threats, enhances increases the possibility of creating value for both stakeholders in the successful operation of the institutionorganization, and especially for the foundation organization itself,  in order to obtain its share of the cost.
In Kazakhstani companies, as in companies of developed countries, increasing the productivity of mental work, which is a source of new ideas for creating innovative business models, should remain the main task. The rResearching of  foreign experience should be useful for the development of the food industry.; Iin this regard, we shall do research and give an example of a business model of the Danish company “Arla Foods”.
According to its corporate strategy, the company’s most important goal is to ensure competitive milk prices for farmers. In order to achieve this, “Arla Foods” creates value for milk by establishing creating strong brands, developing innovative products,  and entering international markets with increased sales and profit opportunities.
This company Arla Foods strives to meet the growing demand for more natural dairy products, using creamery dairy farming knowledge, deciduous dairy output product experience, food science, product design,  and packaging to bring new and exciting products to the emporiummarket. These innovations create strong brands and

create the future of the business. “Arla Foods” operates in 105 countries to ensure efficient production management (Figure 2).
The launch of a three-year calcium transformation program,  and successful initiatives to increase the price  and profitability of products helped to create a stronger company that would face an unstable dairy market.


Figure 2 -– A bBusiness model of “Arla Foods”
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Source: the “Arla Foods” cCompany website

Despite the  higher retail prices, consumers were still attracted to the strategic brands of Arla® and Puck® and the licensed StarbucksTM brand, each of which worked especially well. The rRetail sales and food sales in Europe grew ahead of expectations, and brands grew also  faster than all expected. In particular, branded milk and yogurt companies have grown amid declining trends in dairy products and adverse exchange rates. International markets outside Northern Europe also continued to be profitable (data from the “Arla Foods” cCompany website).
The largest region, the Middle East and North Africa, has successfully developed thanks to strong brand growth in the main categories, despite  low macroeconomic growth and political uncertainty. Throughout 2018, important agreements, that would accelerate the implementation of the “Good Growth 2020 strategy”, were signed.

The planned acquisition of Mondeleéz Kraft, which processed cheese company in the MENA region, including modern production in Bahrain, will strengthen the growth prospects of the region. The 21-year licensing agreement with StarbucksTM protects the rights to manufacture and sell its milk-based coffee beverage business in Europe, the Middle East, and Africa.
To  further increase  sustainability, the Calcium program is used for the first year and will continue the transformation, focusing on the supply chain. The company expects ulterior further brand development in Europe and abroad. “Arla Foods” will continue to innovatione and engagement with customers to create value in its offline and online sales channels.
“Arla Foods” will present an ambitious strategy that will accelerate the transition to of sustainable dairy products throughout the value chain to maintain confidence in the role of dairy products in a healthy and sustainable diet (Christensen, 2012).
Arla Foods The company transforms eight business model lines (data from the “Arla Foods” cCompany website):
1. Manufacturing. The company firm will move from the efficiency of the milk structure to the efficiency of individual lines. Data transparency means that employees will evaluate and optimize –line by line, week after week.
2. Logistics. New data transparency will allow us to eliminate the loss of finished products and optimize both milk collection on farms and distribution for customers –route by route, –creating value for us and our customers.
3. Innovations. The process from idea to market will be simpler and shorter in order to use new opportunities faster. The company will do more experiments in the markets and scale success quickly.
4. Diapason. To reduce the complexity of the supply chain and upscale the impact of products on the final result, we will share numerous products in the markets. The necessary information data allows us to optimize retail promotions for clientscustomers, allowing key account managers to make informed decisions on the spot.
5. Organization. Central functions are essential for the company to focus on leading
realtos markets.
6. Marketing. The company will spend less time developing campaigns and more on reaching consumers. Content will be developed cheaper, faster,  and better in their new digital studios.
7. Procurement. The procurement is function has a stricter mandate for the integration of experts and best practices in purchasing decisions to guarantee ensure compliance, maximize the value of goods and services.
8. Indirect costs. The cost data transparency allows us to challenge the way how  the company spends money and to significantly reduce all costs that are not focused on the cutting edge. In the future, employees will be able to better control costs, which are  not directly related to products, such as office equipment, IT, travel, and consultants.
[bookmark: _Hlk67319666]“Arla Foods’” main business priorities for 2019 included annual focal points along the Good Growth 2020 path. They are created by an executive team of managers and approved by the Board of Directors.
[bookmark: _Hlk67318642]“Arla Foods’” “Good Growth 2020” strategy is the right technique strategy  for the industry and market trends. In 2018, it launched the calcium transformation Program, which would accelerate the company’s strategy plan by changing working methods, costs, and investments. Calcium Ca will strengthen bones, increase efficiency and free up money to reinvest in our growth. To this date, the company has contributed 114 million euros, which exceeded the first annual plan of 30 million euros. Calcium transformation is more than just cash saving: the company is focused on the forefront of its business, where it can be closer to buyers and consumers (Dairy giant “Arla”, 2017).

6 Development of the business model for the food industry of the Republic of Kazakhstan

Based on the example of “Arla Food”, it can be noted that food industry enterprises must constantly participate in development projects that simultaneously help to  develop new products and services and transform the business model. The theory of open innovations draws our attention to the way research, so and development can be improved by adopting an open systems approach. The company can attract new ideas and enter the market with a new product not only through its own internal development but also in collaboration with other organizations.
In their paper, Christiansen et al. (2013) research an understanding of how the concept of open innovation is applied through the prism of local transformations into various practices and is mobilized differently in innovative projects within the same company. Companies should develop opportunities for the exchange, integration, recognition of external sources of knowledge and benefit from them, which should be supported by systems, norms,  and corporate values that recognize the value of external knowledge (Christiansen et al., 2013). In this regard, John Christensen noted that the modification of the existing business model towards stimulation of a more open innovative approach is the result of changes in the ways companies interact with external networks, share knowledge,  and protect intellectual property.
Thus, the path towards discovering innovations involves changes in many interrelated organizational relationships related to the business model. As for the closed business model, the company has all the necessary knowledge and can consistently develop new, successful products, and innovation management should be focused on protection. A study of open innovation shows that a combination of internal and external ideas creates more profitable products.

In Kazakhstani reality, the application of the model of open innovation is just beginning, or rather, comes as a completely new direction in business. Open innovations stand for the search for innovations, ideas outside the company, with the help of various partners. The government of the Republic of Kazakhstan plays a huge role in the development of the food industry. In particular, state bodies have developed government programs to support domestic manufacturers. They are mainly implemented through the distribution of subsidies, lower interest rates on corporate loans, assistance in acquiring fixed assets. It is predicted that several trillion KZT will be invested in the process of implementing the relevant government initiative to support the business.
The food industry of Kazakhstan is undergoing changeschanging  in its desire to saturate the domestic food market and increase exports, that is, from substitution imports to an export-oriented competitive economy. InTo this regard, the “Sapaly Kazakhstan” (“Qualitative Kazakhstan”) program was implemented. The Ministry of Industry and Infrastructure was instructed to develop and implement “Integrated Sapaly Kazakhstan” by the Ministries of Health, Agriculture,  and the Atameken NCE (Government of the Republic of Kazakhstan, 2019).
The Government of the Republic of Kazakhstan develops and implements government programs, such as “Digital Kazakhstan”, which aims to modernize the industry. The government program of the E-agroindustrial complex is aimed at supporting existing enterprises and developing new industries, as well as at introducing the most effective and affordable digitization tools for agriculture (Ministry of Agriculture of the Republic of Kazakhstan, 2019).
The country runs government programs to attract foreign investment in the food industry of Kazakhstan’s economy, as well as to increase their export potential, for example,  State Program of Development of the Agro- Industrial Complex of the Republic of Kazakhstan for 2017-2021 (President of the Republic of Kazakhstan, 2017).
State program for Innovative and Industrial Development of the Republic of Kazakhstan till 2025 (Government of the Republic of Kazakhstan, 2018) was introduced to increase for the purpose of increasing the cost of exporting food products, increasing labour productivity, increasing investments in fixed assets and reducing its energy intensity. This program contributes to the

support and development of the business of food industry enterprises, increases the competitiveness of entrepreneurs enterprises in the domestic,  and foreign markets (Government of the Republic of Kazakhstan, 2018).
The state programs described above have become the starting point for a new approach to managing project business modelling at “Rakhat” JSC. In order to increase the company’s own production capacities, increase the production of competitive products and develop export potential, an anti-crisis plan is being developed for “Rakhat” JSC for the period until 2020 on behalf of the management of “Rakhat” JSC. According to the plan, it is necessary to implement such projects as the launch of a comprehensive mechanized line aimed at the production of sugar biscuits with a productivity of 1200 kg per hour.
To develop and implement an anti-crisis plan, a kind of headquarters consisting of a group of top managers, active and positive-minded specialists from each department was created. In practice, a team work style was introduced, in which each top manager was not only responsible for the area of work assigned to him but also studied the problems of other departments.
Thus, the team has developed the goals, objectives, stages,  and tactical stages of the anti-crisis program. The main purpose of which was to reduce company expenses and develop principles, directions, organizational measures, a matrix, interaction between departments,  and a change management algorithm.
Provisions for the development of “Rakhat” JSC in the period of 2019-2020 are made for two main areas: firstly, the development of new modern technologies, the modernization of production; secondly, ensuring the competitiveness of confectionery products in the domestic and foreign markets, as well as import substitution.
According to the Anti-crisis program for the development of the company for 2019-2020 (Table 3), production capacities of organizations producing confectionery are expected to reach the level of 245.4 thousand tons, or 158% to the level of 2080 (155.4 thousand tons) by 2020, including the volume of export deliveries by 2020 increasing by 3.5 times compared with the volume of 2018. The purpose of the anti-crisis  plan  of “Rakhat” JSC for the period until 2020 is improving to improve the financial and economic situation of the company (increasing profitability), solving the problem of manageability, transparency, and regularity (The anti-crisis development program).

Table 3 - Goal and tasks of the anti-crisis plan of “Rakhat” JSC for period up to 2020



The purpose	Tasks of the anti-crisis plan



to improve the financial and economic situation of the company (profitability), to solve the problem of manageability, transparency, and regularity



to increase the productivity of mental labour, which is the source of new ideas for creating innovative business models


to carry out activities increasing work and effectiveness of each group

cost reduction in 2020

to release new products that meet international standards



Source: The anti-crisis development program

So, “Rakhat” JSC plans to commission new lines for the production of whipped and fondant varieties of sweets, as well as wafer-chocolate and fruit-fried sweets. The company will install new equipment for the production of chocolate masses and the processing of cocoa beans.
As a result of the implementation of these projects, the company’s capacity will grow by 50%. In the current five-year plan, large-scale reconstruction and technical re-equipment of the enterprise are planned.

The plans of “Rakhat” JSC include very bold steps. In the next five years, the company plans to become a vertically integrated, diversified company that will enter other sectors of the food production market. This will make it possible for the company to become more competitive amid growing competition among manufacturers from the CIS countries. Everyone knows that LOTTE Confectionery, a leading South Korean confectionery company, stands as the main shareholder of “Rakhat” JSC (Korean Lotte Confectionery).
This research is empirical evidence that confirms the need to implement innovative projects for the development of business models in “Rakhat” JSC, as well as receiving significant benefits from the implementation of various project strategies in the development of new products.
The year 2020 is an active period of growth and transformation for “Rakhat” JSC. Thanks to the launch of a new production line in Shymkent this year, the company has already increased its production capacity by 2,400 tons. “Rakhat” JSC remains the industry leader by strengthening the positions of existing product lines and entering new sectors. The company continues to monitor trends and respond as quickly as possible to the consumer’s mood.
In April 2020, together with the akimat of Shymkent, a Memorandum of cooperation was signed, according to which the shareholders of “Rakhat” JSC will invest about 5 billion KZT in the development of production capacities. As a result of this project, the production of confectionery products “Rakhat” JSC will grow by more than 14 thousand tons per year, in addition, new jobs will be opened.
Kazakhstan’s food industry companies should review their operations in the direction of open innovation. As a result, more interested parties and intermediaries will appear in this process. Companies need to understand which technologies are best to use and how to scale them, and for startups, it is an opportunity to grow, reach large customers and increase the number of consumers. There is a need to use researches from innovative universities, research laboratories to find strategic solutions for their customers.
Kazakhstani companies must add additional value to their business model due to the focus on open innovations, not only internal but also external innovations, selling their products (services) to third-party companies. In the interconnected world, open innovations offer opportunities to reduce research costs, share risks and accelerate innovation. The idea of open innovations is based on the belief that in the world of distributed knowledge, companies cannot rely solely on their own research and can greatly benefit from innovations with partners. Such an approach can bring significant benefits in many areas, including healthcare, IT, in projects of non-profit organizations  and in many others.
Countries with the most innovative economies, such as Switzerland, the Netherlands, Denmark, the United Kingdom,  and Singapore, are also leaders in the costs of research projects and study at local universities. In  terms of per capita food production, Denmark ranks first in the world (Economy of Denmark).
The experience of various countries shows that the innovation process is stimulated either by the needs of enterprises, or by the state, which is trying to increase economic performance or gain strength in some industry at the international level. Universities, colleges,  and research laboratories work on innovations (Sitnikov, 2019).
Summarizing European and Kazakhstani methodological approaches to creating promising business models and the reasons for developing innovative projects in the process of implementation of business models we propose our own effective and reliable business model the food industry of the Republic of Kazakhstan (Figure 3).
The practice of applying the model of open innovation in Kazakhstani companies has shown that companies already integrate external knowledge well and benefit from it. The Ffurther research of business modelling at food industry companies should include also ideas and principles from other industries to generate other innovative tools and approaches. At the same time, there are still ample opportunities for actions to improve external use of their own

knowledge that cannot be profitably applied within the company and for which it is necessary to seek external buyers more actively. This requires the creation of certain infrastructures, such as innovation intermediaries and the technology market (Filatova, 2019).

Figure 3 - Business model for the food industry of the Republic of Kazakhstan



[image: ]
Customer value of the products

- Target customers;
-Value to solve the  important
problem of specific customers or
to satisfy some of their important
needs;
· A product, with which you can solve the problem of buyers from the target segment or satisfy their important needs. This is not only what the company sells, but also how it sells.

Key resources

It is necessary for the company

to produce a unique product with

benefits for itself. They include:

· Human resources;

· Technologies, products;

· Equipment;

· Information;

· Distribution channels;

· Partnerships, alliances;

· Brand.




Profit formula

· Return model. How much money can be earned: price * volume can be calculated based on market capacity, frequency of purchases, sales of related products, etc;
· Structure of costs. How the costs are distributed: the value of fixed assets, direct costs, indirect costs, economies of scale;

· The model of gross profit. What should the revenue from each transaction be in order to get the right profit;

· Resource turnover rate. How fast one needs to replenish resources in order to produce the product in the right volume. It is determined by the turnaround, the volume of products, turnover of raw materials and equipment, use of assets, etc.




Key processes

They allow offering the consumer the product he needs constantly and in a

large volume.

They include:

· Processes: product development, procurement, production, marketing, hiring and training, IT;
· Rules and a system of indicators: investment profitability requirements, loan terms, terms of order fulfillment, terms of delivery;
· Norms; minimum product potential for investing in it, access to customers/ and distribution channels.

A properly created and functioning business model guarantees the stability of product quality, management of company processes, and the company's focus on quality assurance.
Results of achieving high positions of “Rakhat” JSC open up additional opportunities: improving the image in the market, the ability to participate in tenders and accreditation, expanding the customer base, attracting investors,  and increasing financial indicators. The use of innovative projects for the development of business models in the food industry of the Republic of Kazakhstan contributes to the development of the organization of “Rakhat” JSC and its formation on a more solid fFoundation.

7 Conclusion

In order toTo  develop and modernize the project management of business models in Kazakhstan's industrial enterprises, specialists need to work constantly work on the creation  and improvement of high-performance equipment for visual quality control constantly, sorting and packaging of food products.
The mMeeting of the requirements of business sustainability involves the development and the  usee of modern information and analytical tools for managing project biz business modeling. The experience of domestic and foreign business structures indicates the need to change the no-nonsense business model of the project in favor of the so-called stakeholder approach, based on the establishment of partnerships between different market participants.
An iIntegrating its operations to create new products, services, and solutions hass become a core tenet of this approach. Based on the study of the experience of creating and using commercially successful business models of companies (“Rakhat” JSC, “Arla Foods”), the main requirements for information and analytical tools are  necessary for creating so prosperous commercially successful managing business patterns models are formulated,  Tthe importance and necessity of creating competitive business models, which are based on creating successful partnerships,  are shown.
Enterprises usually do not have enough internal resources to for quickly ly developing  and launching a new product on the market.
So, making a conclusion, we can say, that , so the number of forms of  cooperation and strategic partnership between companies is growing, conducting research is growing. While the value of external technologies has been known to for our companies for a long time, the usee of internal technologies in the external market is has not become yet a common practice yet. The Kazakh company “Rakhat” JSC under study does not restrict by the use of such elements as open innovations, mergers, and acquisitions of the business model of “Rakhat” JSC and the Korean confectionery company “LOTTE” understudy. It develops a business model with well-known consulting companies, based on its own business, thereby releasing a new unique product.
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