important element in creating a sustainable and effective
educational environment.
The data obtained and the recommendations devel-
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A COMPARATIVE ANALYSIS OF TRADITIONAL AND DIGITAL FINANCIAL
SERVICES IN KAZAKHSTAN
Bimendiyeva L.A.", Saparbek A.S.*'

"Kazakh National University named after Al-Farabi, Almaty, Kazakhstan

ABSTRACT. Today, it is not denied that digital transformation in the financial sector has entirely changed the quality of services
in terms of accessibility, speed, cost, customer needs and trust. Importantly, improved efficiency of financial services owing to
digitalization patterns has led to increased and additional revenues for entrepreneurship. Hence, many scholars believe that digital
financial services are highly likely to contribute to poverty alleviation strategies in less developed areas. However, it is also debated
that digital finance tools might even deepen or exacerbate income inequalities causing digital divide gaps. The reason for this
is that digitalization can only be beneficial for digitally literate users who live in developed regions with fast-working Internet.
Thus, this article aims to make a comparative analysis between traditional and digital financial services in the context of digital
divide. To do that, the paper first considered existing literature on comparison scopes between conventional and digital driven
services. Mainly, the study used correlation and multiple regression analysis to investigate the individual impacts of traditional
and digital finance tools on the overall financial inclusion of Kazakhstani population. The correlation analysis revealed that digital
payments and ATMs strongly and positively correlate with the portion of population with access to formal financial services.
Multiple regression showed that they both have a positive and significant impact on financial inclusion since DP and ATM are
statistically significant at 1% and 5% significance levels, respectively. The main findings implied that when the number of ATMs
increases by 1 the financial inclusion increases by 0.1%. While $1 billion growth in digital payments leads to a 0.6% increase in
financial inclusion. Hence, it can be concluded that digital financial tools better serve customers compared to traditional ones since
they have a greater effect on financial inclusion.

KEYWORDS: digital transformation, improved efficiency, poverty alleviation, digital divide, comparative analysis, digital
payments and ATMs.
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AHAATIMA. bByriHri TaHA4a KapXbl CeKTOpbiHAaFbl UMOPAbIK TpaHchOpMaLms KbISMETTEPAIH, KOMKETIMAINIM, KblAaMAblfbl,  KYHbI,
TYTbIHYLWbINAPAbIH KaXeTTiNiKTepi MeH ceHiMi BOMbIHLLA CanacblH TO/bIFbIMEH ©3repTKEHI XKOKKa LUblFapblAMalibl. EH MaaHbi3abIChl, LMppaaHAbIpy
YATiNEpPiHIH apKacbiHAa KapXKblablk KbI3MeTTEPAiH, TUIMAINITIH apTTbipy Kacinkepikke KOCbIMLa KipicTepaiH ecyiHe akengi. Ocbinanilua, KenTereH
fanbiMAap LPpPblK KapXKblablK KbI3METTEp a3 JaMblfaH aliMakTapaafbl Ke4enLwWinikTi a3anTy cTpaTterusnapbliHa biknan etyi MyMKiH Aen caHakzbl.
[lereHmeH, LndpabiK Kap>XbllaHAbIPY KypangapbliHbiH, LMbPAbIK TEHCI3AIKTI TyAblpaTblH TabbIC TEHCI3AIMNH TiNTi TepeHAeTy HeMece KYLUeWTyi
MYMKIH eKeHgiri ae TankbinaHagbl. MyHbiH cebebi, LuudpnaHablpy Tek KaHa Xblagam >KYMbIC iCTEUATIH MHTepHeTi 6ap gamblfaH ariMakTapga
TypaTbiH UMdp/bIK cayaTTbl NanganaHylibinap ywWwiH Tvimai 6oaybl MymkiH. Ocblnaiiwa, 6yn Makana undpablk TEHCI3AIK XaFgarbiHaa A3CTypAi
XKoHe LMdpAblK KapXKbiiblK KbI3METTEP apacbliHAa CanbiCTbipMasbl Tangay xacayfa bafbittanfaH. On ylWiH By XYMbIC angbiMeH A3CTypAi XaHe
Lundpblk 6ackapblaaTbiH KbI3METTEpAi CaibICTbIpy CananapbiHa apHanfaH afebveTtepai KapacTbipAbl. HerisiHeH, 3epTTey AacTypi XaHe undpbIK
Kap>bl kypangapblHbiH, Ka3akcTaH azamaTtrapbiHbiH, >Kaimnbl KapXKbliblk, WHKIO3UACbIHA XeKe aCepiH 3epTTey YLiH KOPPensumusabik >KaHe Ken
perpeccussibik Tangay agictepiHe cyneHgi. Koppenauusanblk Tangay umdpabik Tenemaep MeH baHKkomaTTapAblH PECMU KapXbliblK KbiI3MeTTepre
KOMKETIMAINIT Bap XanblKTblH BeniriMeH KyLUTi )XaHe OH 6ainaHbicTa ekeHiH kepceTTi. KenTik perpeccus onapapbi ekeyi fie KapXKblablk MHKIO3MAFa
OH, XXK9He MaHblI3bl 9cep eTeTiHiH kepceTTi, enTkeHi DP xaHe ATM carikeciHwe 1% xaHe 5% MaHbI3AbIbIK AeHrelnepiHae CTaTUCTMKabIK MaHbl3abl
6onabl. Herisri KopbITbiHAbINAP BaHKOMATTapablH, caHbl 1-re kebenreH kesge KapXblablk MHKAO3MA 0,1%-Fa apTaTbiHAbIFbIH KOpceTTi. CaHAbIK
TenemaepaiH 1 Muaanapg Joanapabik ecyi Kap>XbiblK NHKAO3MSAHBIH, 0,6%-Fa ecyiHe akenegi. [lemek, Lnbpabik Kap>XKblablk Kypangap 43CTypi
KypansapmeH canbiCTbipFaHAa TyTbIHYLLIbIAAPFa XaKCbipak KbI3MET eTedi Aen KOpbITbIHAbI Xacayfa 601ajbl, ©NTKeHi 0nap KapXKblablK UHKIKO3MAFa
kebipek acep etegi.

TYWIH CO3AEP: undpbik TpaHcHOPMaLMa, TUIMALNIKTI apTTbIpy, KeAewinikTi a3aiity, UNdpPAbLIK TEHCI3AIK, canbiCTbipManbl Tanaay, udpbik
Tenemgep xaHe baHkomaTTap

CpaBHUTEeNIbHbIA aHaAN3 TPAAULMOHHBbIX U undpoBbixX duHaHcoBbIX yeayr B Kasaxcrane
Bumenguesa J1.A.", Canap6ek A.C.*?

"Kazaxckuli HaUUOHABHBIU yHUBEpCUMeM uMeHU aab-®apabu, Aamamel, Kazaxcmar

AHHOTALMA. CerogHsa obLienpusHaHHO, 4TO LudpoBas TpaHchopMaLms B GUHAHCOBOM CEKTOPE MOJNHOCTbI M3MEHMNa KayecTBO yCayr
C TOYKM 3PEHUS JOCTYMHOCTW, CKOPOCTU, CTOMMOCTM, NOTPEBHOCTEN KAMEHTOB U AoBepuA. BaXHO OTMETUTb, YTO MoBbiWeHe 3GPEeKTUBHOCTU
duHaHcoBbIX ycnyr baarogaps LMdPOBMU3aLUN NPUBENO K YBEIVYEHWNIO U NONYYEHWUIO AOMONHUTE/bHBIX AOXOAOB ANA MpeAnpuHMMaTeNbCTBa.
Mo3ToMy MHOTVe y4éHble CUMTatOT, UTO LMdPOBble PUHAHCOBbIE YCYTY C BbICOKOM BEPOATHOCTbIO ByAyT CnocobCcTBOBaTh CTpaTervam 6opbbbl ¢
6eHOCTbIO B MeHee pa3BuUThIX permoHax. OAHaKo Takke 0bCyXAaeTcs, YTO MHCTPYMEHTbI LMGPOBOro GUHAHCUPOBaHWSA MOTYT jaxe ycyrybutb
HepaBeHCTBO A0XOZ0B, Bbi3blBas LMdPOBOMA pa3pbiB. MpuUmHa 3TOro 3akatoyaeTca B TOM, UTO LMdpPoBM3aLMa MOXET bbITb NoOae3Ha TObKO ANs
nosb3oBaTenei C BbICOKON LIMPPOBON rpaMOTHOCTbIO, MPOXMBAOLLMX B Pa3BUTbIX PErMOHaX C BbICOKOCKOPOCTHbIM VIHTepHeToM. Llenbto AaH-
HO CTaTbW ABNAIETCA CPAaBHWUTE/IbHBIN aHaAW3 TPaANLMOHHbIX M LMPPOBbLIX GUHAHCOBLIX YCAYr B KOHTEKCTe LMPPOBOro paspbisa. [as 3Toro B
CTaTbe CHayana paccmMaTpvBaeTCa CyLLecTBytoLas AMTepaTypa No BO3MOXHOCTAM CPaBHEHUA TPAAWLMOHHBIX U LIMPPOBLIX ycayr. B ocHOBHOM, B
nccnefoBaHUN UCMONb30BaANCh KOPPENALMOHHBIA N MHOXECTBEHHBIN PErpecCUoHHbIV aHanu3 AN U3yveHWsa UHAMBUAYaIbHOTO BAUAHWA Tpa-
AVNUVOHHBIX U UMGPOBbLIX GUHAHCOBBIX MHCTPYMEHTOB Ha Ob6LLYyI0 GUHAHCOBYHO JOCTYNHOCTL HaceneHua KasaxcraHa. KoppensumnoHHbIM aHanus
nokasa, 4to LndpoBble NaaTexm 1 6aHKoMaTbl CUABHO U MONOXNTENbHO KOPPENNPYIOT C A0el HaceNeHus, MMetoLLein AoCTyn K GopMabHbIM
duHaHcoBbIM ycnyram. MHoxecTBeHHas perpeccus nokasana, Yto oba pakrtopa oKasbliBatOT MONOXKMUTENbHOE U 3HAUUTENbHOE BANAHNE Ha PUHAH-
COBYO AOCTYMHOCTb, MOCKO/bKY LIMPPOBbIE NaaTexu 1 6aHKOMaTbl CTaTUCTUYECKM 3HAUMMbI Ha YPOBHAX 3HaUnMOCT 1% 1 5% COOTBETCTBEHHO.
OcHOBHble pe3ybTaTbl MOKa3aau, YTo Npv yBEIMYEHUN KonyecTBa baHkoMaToB Ha 1 d1HaHcoBas AOCTYMHOCTb yBennumsaetcs Ha 0,1%. B 1o xe
Bpems pocT UndpoBbIx naatexxen Ha 1 munavapg gonnapos CLUA npuBoauUT K NOBbILEHWUIO GUHAHCOBOW AOCTYNHOCTU Ha 0,6%. CrepoBaTtensHo,
MOXHO CZienaThb BblBOJ, YTO LPPOBbIe PMHAHCOBbLIE MHCTPYMEHTBI JlyuLlie 06CNYXXMBAOT KNVEHTOB MO CPaBHEHWIO C TPAAULVMOHHBIMU, MOCKOJbKY
OHU OKa3blBatoT boblUee BANAHVE Ha GUHAHCOBYHO AOCTYMHOCTb.

K/TFOYEBbBIE C/TIOBA: undposas TpaHchopmMaL s, noBbiweHne 3¢gdekTMBHOCTY, 6opbba ¢ 6eAHOCTbIO, LMGPOBON pa3pblB, CPABHUTENbHBbIV
aHanms, umdposble Naatexw 1 GaHkomarbl.

INTRODUCTION. An ever-increasing and large-scale
tendency undergoing in the financial sector is known as
digital transformation. The digitalization of financial ser-
vices can be defined as the act of adopting digital tech-
nologies and transforming traditional operations to open
new opportunities for revenue. This revolution allowed
conventional financial organizations to reduce operation-
al costs and easily detect systematic errors. From the per-
spective of customers, digital changes enabled the users
to get more user-friendly mobile applications available
24/7. Moreover, promoted efficiency of digital financial
services can be explained by hyper-personalized services
such as investment advice and help. To be more precise,
highly advanced improvements of data storage permitted
financial companies to utilize big data in getting real-time
information about users and making customer-centric
decisions. One example of such data can be the consum-
er satisfaction value which allows the finance companies
to find strategic solutions to meet the consumer needs.
According to finance experts, this improvement can in-
crease the revenue to 5-15% and decrease the costs of
customer engagement by 50%. Another significant finan-
cial technology such as application programming inter-
faces (APIs) enhanced open access to banking platforms
and frictionless use of mobile apps. It means that APIs
act as intermediary tools to provide seamless and fric-
tionless share of information between finance companies
and digital apps. In addition, the Internet of Things facil-
itated customers’ safe transactions made on mobile and
wearable devices [1]. Artificial intelligence and machine
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learning are also described as powerful digital innova-
tions which can significantly increase the efficiency and
productivity of services. For instance, Al-assisted chatbots
are said to provide 24/7 available customer help, which is
about processing complaints of any type. Importantly, Al
can identify suspicious fraud in the data and analyze the
preferences of users which might also be useful for service
improvement. Hence, it is of great importance for tradi-
tional finance companies to embrace digital technologies
to compete with modern organizations and survive in the
digital ecosystem. This trend raises the question whether
the conventional and digital financial services can coexist
or not.

Currently, a paradigm of digital shift in the banking
sector has gained special attention due to huge increase
in the number of online payment, shopping and mobile
device users. This in turn gave rise to great changes in
customers’ needs and experiences leading to the emer-
gence of tech-savvy organizations. The reason for this
Is that technological advancements in the financial sec-
tor have made traditional services way more automated,
transparent and hyper-personalized. However, it is not
denied that there is a digital divide concept which is the
gap between those who have digital financial services
available and those who do not [2]. This barrier is gener-
ated due to inequalities in accessing digital technologies
and services. According to statistics of “Facts and Figures
2024", almost 93% of the population from high-income
countries can use the Internet. While only 27% of low-in-
come countries’ population is said to use it. This means
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that only developed countries can take advantage from
digital transformation of the financial sector, while the
developing or less-developed countries are undermined
in getting benefits of digitalization. This gap also covers
the urban and rural areas with 83% and 48% of Internet
connectivity, respectively, which can also confirm the dig-
ital divide issues related to development. Moreover, ap-
proximately 53% of the global population is said to be
characterized by digital literacy and 35% of them do not
even meet the basic digital literacy standards [3]. All these
facts cannot be ignored since they exacerbate the digital
divide forcing digitally illiterate population to be excluded
from digital financial inclusion. This issue leads to divi-
sions between two groups of consumers, the first of which
supports digital financial services, and another portion is
against it. Most importantly, the existing features of both
digital and traditional financial services including benefits
and drawbacks are even giving rise to hybrid models of
the two. Thus, at this point, it is crucial to highlight the
significance of the comparative analysis of traditional and
digital financial services. Hence, this article aims to make
a comparative analysis between conventional and digital
financial services in the context of digital divide to evalu-
ate which tool better serves the modern customer needs.
To achieve this goal the study established the following
objectives:

- to investigate how traditional and digital financial
sectors serve various segments of population

- to explore how each of the two tools affect financial
inclusion and consumer trust

- to understand how conventional and digital financial
services are adapted to regulatory demands

- to make comparison between the two models rely-
ing on global data and Kazakhstani case studies

MATERIAL AND METHODS. It is not denied that differ-
ent periods of economic cycles and shocks were the vital
pushing tools for technological transformations in various
industries. The evolution of financial services from tradi-
tional to digital began after the proliferation of computers
and the Internet. Early finance services such as banking
and trading were carried out with the help of telegraph
and telephony in the 19th century. Then primary magnet-
ic cards and ATMs brought automation into the financial
system in the 1970s. Lately, mainframe computers were
the powerful tools which opened the doors for electronic
trading, known as much more systematic and algorithmic.
The first stage of authentic digital transformation of the
financial sector started in the 1990s, which was charac-
terized by physical branches of banks with no or restrict-
ed automation. At this stage, customer documentation
was only paper-based, and cash was the only transaction
tool. Thus, remote areas could not properly access basic
financial services due to time-consuming procedures and
inconvenience. The second stage was described by the
emergence of digital platforms which permitted real-time
transactions. ATM networks were also launched during
this period providing the customers with cash available
24/7. Most importantly, this stage of financial digitaliza-
tion supported a limited number of transactions using
mobile phones. Hence, this stage covering the period be-
tween 1990 and 2000 is said to significantly improve the
efficiency and accessibility of financial services. The third
stage which lasted until 2010s had the key features such as
online accounts and payments being called the period of
“Internet and Mobile Banking"”. It was said to significantly
develop convenience and accessibility of digital financial
sector. The last stage of digital transformation continuing
until now is called “Fintech Revolution”. It includes fintech
startups which offer the quickest, inexpensive and cus-
tomer-centric decisions. Digital-only services, involving

digital wallets, payments and neobanks, are now allowing
the customers to obtain seamless and frictionless financial
services immediately. Moreover, automated and Al-as-
sisted services made financial systems hyper personalized
which in turn substantially increased efficiency. These four
stages of the financial evolution were given the names of
Finance 1.0, Finance 2.0, Finance 3.0 and Finance 4.0, ac-
cordingly. Finance 1.0 is basically defined by the tradition-
al finance system of manual procedures and face-to-face
services. While Finance 2.0 is recognized by the emer-
gence of online banking and transactions. Finance 3.0 is
characterized by enhanced automation and data process-
ing to make more customer-centric decisions. The last
version of the financial revolution is currently undergoing
and known as Finance 4.0, which involves technological
advancements such as big data, block chain and artificial
intelligence [4]. Finance 4.0 has the greatest potential to
bolster efficiency and accessibility which in turn leads to
sustainable economic growth.

The comparative analysis between traditional and digi-
tal finance systems can be made through different dimen-
sions starting from accessibility ending up with data pro-
tection. First, it should be emphasized that traditional fi-
nance has the core issue of limited access which excludes
rural and remote areas from financial inclusion. The term
financial inclusion defines how financial services are easily
and equally accessed by all economic members of socie-
ty [5]. The survey results of IMF Financial Access showed
that the number of accessible bank branches for less-de-
veloped countries’ population is less than 5 per 100,000
people. It is estimated to be 13.7 per 100,000 of global
population on average. Moreover, the ATMs available for
100,000 people from all around the world are said to be
equal to 40 approximately. Importantly, major conven-
tional credit systems support large organizations with a
significant amount of assets. It means that businesses of
small and medium scales are frequently not provided with
necessary financing [6]. At this point, it can be implied
that digital finance is the fundamental solution to ac-
cessibility issues of traditional finance which leads to the
formation of unbanked and underbanked portions of the
population. Digital financial inclusion has appeared as the
business model integrating technological inventions into
operational processes. This model enables the customers
to open online bank accounts and make digital payments
utilizing mobile devices [7]. Moreover, big data analyt-
ics systems of digital finance provide both the financial
institutions and users with transparent and secure infor-
mation. This can prevent information asymmetry among
finance companies and households increasing the credits
and loans available to customers [8]. All the abovemen-
tioned benefits of inclusive digital finance can imply that
it is a great substitute of traditional finance in terms of
accessibility and availability. On the other hand, there are
studies that found the complementary relationship be-
tween the two indicating that traditional finance positively
affects digital financial systems. Jiang and Zhou investi-
gated Chinese government as the one incorporating digi-
tal financial inclusion into national strategies and policies.
Their study focused on the development of digital finan-
cial inclusion depending on various levels of traditional
finance. The main findings of this research demonstrate
that the starting level of traditional finance plays a huge
role in bolstering digital financial inclusion and point out
the complementary effect between each other. Firstly,
the authors imply that digital finance directly takes roots
in traditional finance showing inheritance pattern rather
than replacement of one another. The reason for this is
that the growth of digital finance initially relies on the
support and investment of traditional finance companies
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for technological advancements. Secondly, current trends
of the Fintech revolution are financial innovations that re-
quire fundamentals to be easily accepted by the custom-
ers. Bank branches can be acknowledged as the teaching
system which stimulated customers’ financial literacy and
founded their financial habits [9]. In addition, Yang holds
the view digital transformation of the banking sector can
be grouped as “comprehensive” and “in-depth”. The for-
mer is about the entire transformation of business mod-
els, while the latter refers to switching to “finance + life”
context. It means that traditional banking system shifts its
customer base from physical clients to the one including
online users as well [10]. Wang et al. also hold the view
that the extension of digital finance is highly depend-
ent on the initial expansion pace of traditional finance.
Thet imply that regions with stable and advanced level of
conventional finance are said to have extended financial
needs offering broader landscape for the development of
digital financial inclusion [11].

Another comparison dimension of traditional and
digital finance involves the speed of services and oper-
ational costs. It is not denied that traditional finance is
described as institution-based, which requires the cus-
tomers to visit financial organizations to get services in
the form of loans, insurance, investment and even make
transactions. This certainly takes time, making financial
services time-consuming and inconvenient. The official
report offered by GSMA emphasizes that mobile money
is transferred in 30 seconds, while it needs only 10 sec-
onds or transferred instantaneously using mobile apps.
However, interbank transactions supported by tradition-
al finance are processed during 1 to 3 working days. In
addition, the service of opening bank accounts at physi-
cal branches requires 30-90 minutes due to manual ver-
ifications and its approval may require up to 3 days in
less-developed countries. Lending processing time is an-
other angle to compare the digital and traditional finance
tools. The reason for this is that digital lending processes
are said to be 10 times faster than those of traditional
ones. For instance, digital loan disbursements are permit-
ted instantly or in a day with Al-based scoring systems. In
traditional financial organizations lending processes may
require 3-7 days or 1-4 weeks for personal and business
loans, respectively. Hence, it can be implied that digital
finance is much more effective than traditional finance in
offering fast and convenient services. Moreover, digital
financial services overcome traditional financial tools by
significantly lowering the transaction and operating costs.
The global remittance costs of transferring $200 on digital
platforms are amounted to 3.3%, while it is about 6.2%
using banking services. It is also true that digital payment
platforms decrease maintaining costs of bank accounts
and transactions costs by 70-90% and 80-90%, accord-
ingly. Due to high maintenance and operational costs of
traditional bank accounts there are still people who do
not use traditional finance tools at all. According to Fin-
dex Database, only 76% of the global population owned
bank accounts in 2021. The findings of this survey also in-
dicated that respondents chose “the cost of financial ser-
vices” and "documentation issues” as the most prevalent
reasons of not having bank accounts. This can certainly
highlight the significance of digital financial inclusion
which can diminish the operational costs and solve docu-
mentation problems. Importantly, the way digital financial
inclusion reduces transactional costs is identified to be an
influential poverty alleviation tool [12]. Experimental re-
sults of the study conducted in Kenya showed that the
introduction of mobile money system called M-Pesa en-
hanced resistance to income shocks or crises. Research
findings revealed that mobile money users' consumption

did not change during the time of crises, while non-us-
ers’ consumption declined to 7%. It suggests that reduced
transaction costs of digital finance allowed the users to
receive and send money even at financial instabilities.
The comparison between traditional and digital finance
can also be considered from the perception of fraud risks
and customer trust. All the abovementioned character-
istics and analytics of digital financial tools indicate that
they have privileges in speed and scalability but are much
more exposed to cyberattacks and fraud risks. It is main-
ly due to the fact their infrastructure is online and does
not require the physical presence of customers and bank
workers. According to statistics from Statista, the amount
of fraud loss made in digital payment was estimated to
be $41 billion in 2022. The findings of the Cyber survey
reported by Deloitte revealed that more than 74% of fi-
nancial organizations faced cyberattacks in the same year.
Hence, it is considered that traditional financial tools still
earn greater trust from customers, but most developed
and high-income countries have no problem with trust
in digital landscape of financial services. The Gallup Trust
Index shows that about 49% of customers from less and
middle-developed countries fully trust in digital financial
tools, while this figure for traditional finance systems was
said to be 72%. Thus, it can be stated that traditional fi-
nancial tools in low- and middle-income countries are
still more trustful compared to digital ones. It is said that
traditional financial organizations are totally regulated by
the government which enhances their function as credit
intermediaries. While Fintech companies based on online
Internet platforms are said to have primary role in offering
services. Even though Fintech platforms prevent informa-
tion irregularity they cannot provide the necessary trust
of customers, increase the chances of Internet fraud and
cyberattack. Hence, digital finance cannot totally replace
the "credit intermediary” role of traditional finance.
Having looked at the most noteworthy dimensions of
comparison between traditional and digital finance tools,
here it is necessary to group them in the context of digital
divide. The reason for this is that due to specific features
of two ecosystems, both conventional and digital tools
may exclude certain groups of populations from the use
of financial services. For instance, from the perspective of
accessibility of digital finance, those who are without sta-
ble Internet and mobile devices are not enabled to access
financial services. Comparably, traditional finance tools
are only available for those who live in a small proxim-
ity to physical branches and ATMs. It can be explained
as digital divide caused by income inequalities since both
digital and traditional finance are eliminating those who
have poor Internet, no mobile devices and live in inacces-
sible areas with poor banking systems. The accessibility
issues of digital finance are also closely connected with
digital literacy of customers since digitally illiterate users
are often not able to navigate mobile applications. While
traditional finance is mainly associated with face-to-face
services and might only require a fundamental level of
financial knowledge. These digital divide effects are in-
vestigated by many scholars including Wang et al. Their
study focuses on digitalization of rural economy as an
effective driver of rural economic growth in China. The
digital rural economy is expected to facilitate entrepre-
neurial activities and human capital development thereby
contributing to income inequality reduction. Promoted
integration of various industries and equal environments
for social development of different groups are said to
lead to poverty alleviation results. However, the empir-
ical analysis of Wang et al. has shown that digital econ-
omy has deepened income inequality across rural areas.
Many other researchers also support that accessibility and
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affordability of digital technologies are said to exacerbate
income inequalities [13]. Moreover, Yang et al. have also
studied the digital economy through the lens of human
capital implying that it has different effects on workers
with high and low levels of skills. Their findings suggest
that highly skilled human capital can lessen the substi-
tution effects of advanced technologies. But low skilled
workers are often disadvantaged and at risk of being re-
placed by digital technologies. Hence, the authors believe
that digital economy excludes many groups from taking
benefits of technological advances and further widens the
gap between different income groups.

Having considered the theoretical background of com-
parative analysis between digital and traditional financial
tools, this article attempts to do comparative analysis of
traditional and digital finance of Kazakhstan based on
empirical research. To do that this paper focuses on quan-
titative techniques known as regression and correlation
analysis. The first method is used to explain the causal re-
lationship between dependent and independent variables
or to show how explanatory variables affect the outcome.
The second one is said to measure how strong and in
what direction the linear relationship of investigated var-
iables is. Based on established aim this study has chosen
the most significant dependent and independent varia-
bles. The period of the chosen data covers the years be-
tween 2011 and 2021 due to its availability. Official sites
of World Bank and Findex Database were the main sourc-
es of data. The following model was constructed based
on the literature reviewed within the framework of this
research:

Fl= B, +B,DP + B,ATM+ B Gini +€

In this model, FI stands for financial inclusion indicated
by access to formal financial services which was taken as
dependent variable. On the right-hand side of the equa-
tion there are independent variables such as digital pay-
ments, ATMs and Gini index. The reason for choosing this
set of explanatory variables is that digital payments are
the proxy for digital financial tools’ accessibility, automat-
ed teller machines are accounted for traditional financial
services. Hence, it can be said that this model explores the
impact of traditional and digital financial tools on overall
financial inclusion. Importantly, this article analyzes the

Table 2- Descriptive statistics

comparison between digital and conventional finance
in the context of digital divide. Thus, the Gini index was
chosen as the control variable showing the relationship
between income inequality and financial inclusion of the
population. The first table below demonstrates the defini-
tions of given variables:

Table 1- Dependent and independent variables

Variables Definitions Source
Access to formal financial .
Fi services (%of population) World Bank Findex
DP Digital payments made by | World Bank Findex
customers ($billion) [14]
ATM Automated teller machines | World Development
(per 100, 000 people) Indicators
- o World Development
Gini Gini index Indicators [15]
*Note: Compiled by the author based on the World Development
Indicators and Findex Database

RESULTS AND THEIR DISCUSSION. This article relies
on multiple regression analysis to explore the impact of
digital and traditional finance tools on the overall financial
inclusion of Kazakhstani population. Considering these
two effects it is expected to get complex results which
enable us to make a comparative analysis of digitalized
and conventional financial services. Moreover, this study
highlights that digitalization of financial services cannot
only have benefits in terms of various scopes such as se-
curity and accessibility. It means that digital finance tools
are privileged compared to traditional ones if and only if
the customers live in areas with stable Internet and are
digitally literate. Hence, this article compares digital driv-
en and traditional financial services through the lens of
digital divide. For this purpose, the model constructed in-
cludes control variables such as Gini index since it helps
measure the relationship between income inequalities
and financial inclusion. Before examining multiple regres-
sion results this article looked at correlation analysis re-
sults to see the direction and strength of the relationships
between explanatory variables and the outcome. The sec-
ond table below demonstrates the descriptive statistics of
chosen variables:

Access to formal Digital payments made Automated teller Gini index
financial services by customers machines
Average of figures 63,07 44,72 77,92 27,77
SEs (standard errors) 4,19 7,06 3,06 0,22
Minimums 42,1 12 65,2 26,8
Maximums 81,1 78 95,9 29,2
Sum of figures 693,8 492 857,2 305,5

As shown in Figure 1, there are observable correlations
between financial inclusion, digital payments, ATMs, and
the Gini index.

The Table 3 given below shows the correlation
coefficients of dependent and independent variables.

By looking at the abovementioned correlation
matrices and coefficients of chosen variables it can be
implied that the percentage of digital payments made
by customers strongly and positively correlates with the
indicator of financial inclusion. The reason for this is that
the first correlation matrix between digital payments

and the portion of customers with access to financial
services is upwardly sloping. In addition, the correlation
coefficient between the two has a positive sign and is
very close to 1 being equal to 0.99. While the second
independent variable given as ATM has also coefficient
with positive sign and close to 1(0.92). Hence, it can be
stated that the number of ATMs per 100,000 users has
a strong and positive correlation with the percentage
of adult population with available financial services. The
correlation coefficient for the third control variable, Gini
index, was found to be 0.49, indicating a positive and
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medium correlation between financial inclusion and
income inequality. The determination coefficients given
in the correlation matrices imply that the first correlation
between financial inclusion and digital payments has the
most accurate and reliable results. It means that financial
inclusion is perfectly explained by digital payments made
by customers for 99% (R2=0.99). While the correlation
between ATM and financial inclusion is accurate for 85%
since its R2=0.85. Thus, there is a reason to believe that

digital financial services have a more significant effect
on the overall financial inclusion compared to traditional
financial services. Importantly, the correlation coefficients
among independent variables themselves reveal that
there is no multicollinearity between them since they are
all below 0.8. The Table 4 below demonstrates the results
of multiple regressions.

The Table 3 given below shows the correlation coeffi-
cients of dependent and independent variables.

Flvs DP Flvs ATM Flvs Gini
e 120 y=0,6785% + 35,135 2,5 L
an — [ B5O8 o
20 y=16792%- 561,187 ¢ 100 R7=085%8 * 28
RE=09952 Y 80 ¥ 285 o .
60 . L : y=0,0264x + 36,11
. 60 28 ofi=02409 g
an .
- . 40 275
» '
20 o' 20 7
o
0 0 26,5
0 20 40 60 B0 100 0 20 40 60 B0 100 0 20 50 20 100

Table 3- Results of correlation analysis

FI DP ATM Gini
Fl 1
DP 0.99 1
ATM 0.92 0.81 1
Gini 0.49 0.54 0.67 1

Table 4-Models based on regression results

Independent Model 1 Model 2 Model 3
variables
ATM 1,26 -0,06 0.1
(0,00003)*** (0.4) (0,05)**
DP 0,62 0,6
(2,8E-07)*** | (8,9E-09)***
Gini -1.66
(0,0005)***
R-squared 0,85 0,99 0,99

*Note: The coefficients are statistically significant at the ***1%, **5%,
*10% significance levels

By looking at the abovementioned correlation matrices
and coefficients of chosen variables it can be implied that
the percentage of digital payments made by customers
strongly and positively correlates with the indicator of fi-
nancial inclusion. The reason for this is that the first cor-
relation matrix between digital payments and the portion
of customers with access to financial services is upwardly
sloping. In addition, the correlation coefficient between
the two has a positive sign and is very close to 1 being
equal to 0.99. While the second independent variable giv-
en as ATM has also coefficient with positive sign and close
to 1(0.92). Hence, it can be stated that the number of ATMs
per 100,000 users has a strong and positive correlation
with the percentage of adult population with available fi-
nancial services. The correlation coefficient for the third
control variable, Gini index, was found to be 0.49, indi-
cating a positive and medium correlation between finan-
cial inclusion and income inequality. The determination
coefficients given in the correlation matrices imply that
the first correlation between financial inclusion and dig-
ital payments has the most accurate and reliable results.
It means that financial inclusion is perfectly explained by

Figure 1 - The correlation graphs between Fl and DP, ATM and Gini

*Constructed by the author

digital payments made by customers for 99% (R?=0.99).
While the correlation between ATM and financial inclu-
sion is accurate for 85% since its R*=0.85. Thus, there is
a reason to believe that digital financial services have a
more significant effect on the overall financial inclusion
compared to traditional financial services. Importantly,
the correlation coefficients among independent variables
themselves reveal that there is no multicollinearity be-
tween them since they are all below 0.8. The Table 4 below
demonstrates the results of multiple regressions.

The main economic model of this study consists of
three independent variables which are estimated to be in-
dicators of digital and traditional financial tools and digital
divide. But before constructing the equation of this model
the article first looked at the individual impact of tradition-
al finance on financial inclusion. The first model from the
table above shows that the number of ATMs has a signifi-
cant and positive impact of financial inclusion since it has
a positive coefficient with p-value amounting to 0,00003
(statistically significant at 1% level). But the determination
coefficient of this model is equal to 0.85 meaning that
bank branches explain the financial inclusion only for 85%.
Hence, this model was supplemented by one more inde-
pendent variable known as digital payments. In the sec-
ond model from the table above it can be clear that in the
presence of DP the variable ATM has a negative impact on
financial inclusion and becomes statistically insignificant.
While digital payments have a positive and significant in-
fluence on financial inclusion with a positive coefficient
and p-value accounted for 2,8E-07. Most importantly, the
determination coefficient of the second model increased
to 0.99, implying that its results are of high quality. Last-
ly, based on the main purpose of this study dedicated to
comparative analysis of digital and traditional finance in
the context of digital divide the Gini index was added as
an indicator of income inequality. It should be first high-
lighted that R2 for this model is equal to 0.99, indicating
the perfect credibility of results. One important thing to
note is that in the model involving digital divide, digital
and traditional finance tools both traditional and digital
finance have positive impact on financial inclusion being
significant 5% and 1% significance levels, respectively. The
third model shows that Gini index negatively influences
financial inclusion with statistically significant coefficient
at 1% significance level. The following equation can be
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constructed based on the results of the third model:

FI =75.5+ 0.1ATM + 0.6DP - 1.66Gini

(6,68E-06)***  (0,05)** (8,9E-09)%* (0.0005)%**

By looking at this equation it can be said that when
ATMs increase by 1 per 100,000 people the percentage
of customers with access to formal financial services goes
up by 0.1%. While $1 billion growth in digital payments
brings a 0.6% increase in financial inclusion indicated
by the percentage of population with affordable finan-
cial services. Lastly, when the Gini index increases by one
financial inclusion decreases by 1.66% points. It can be
stated that digital payments’ effect on financial inclusion
is more significant and greater in magnitude compared to
that of bank branches. Moreover, the greater the income
inequalities within the population the lower the level of
availability of financial services. This means that digital
advances incorporated into the financial systems certainly
cause digital divide issues which are often associated with
income inequalities within society.

The results of this empirical research were then checked
for autocorrelation and heteroscedasticity to ensure their
accuracy and reliability. To do that, this article first found
Darwin-Watson coefficient to determine whether the er-
rors of regression analysis have autocorrelation or not.
It is significant to find this coefficient since the presence
of autocorrelation violates a key assumption of regres-
sion analysis. Hence, the study calculated DW coefficient
based on the following formula:

DW = le{af - E"‘r-ﬂ:.-'{Z::LFf:

The DW coefficient of this research was estimated to
be 1.85, which is very close to 2, indicating that there is
no autocorrelation in the results of this study. Thus, the
results of regression analysis can be trusted. Then, this
article checked the results of analysis for heteroscedas-
ticity to confirm that the variance of errors is constant
for all independent variables. To do this, Spearman’s rank
correlation coefficient was calculated by first ranking the
variables and finding their differences. Then these differ-
ences of ranks for each targeted variable were put in the
given formula:

p=1- {ﬁz d?/n(n® — 1))

Based this formula it was found that Spearman’s rank
correlation coefficient for digital payments and financial
inclusion is equal to 1. This can reveal that there is a statis-
tically significant and strong positive relationship between
the two. While this coefficient for the correlation between
ATMs and financial inclusion is equal to 0.98 which is al-
most equal to 1, meaning that there is a perfectly positive
and statistically significant relationship between two vari-
ables. Hence, It can be stated that there is no heterosce-
dasticity in the study and estimations are efficient. This
can be an approval of high quality of results with unbi-
ased standard errors and appropriate p-values of variable
coefficients.
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TRUST, MERIT, AND REFORM: HOW YOUNG CIVIL SERVANTS PERCEIVE KAZAKHSTAN'S

PRESIDENTIAL YOUTH PERSONNEL RESERVE
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ABSTRACT. This article investigates the perceived legitimacy and institutional credibility of Kazakhstan's Presidential Youth
Personnel Reserve (PYPR), a flagship meritocratic initiative aimed at accelerating bureaucratic renewal through the competitive
promotion of civil servants under 35. Drawing on a nationwide survey conducted during the program’s fourth application cycle in
June 2025, the study analyzes how eligible public officials assess the fairness, accessibility, and impact of the PYPR in the context
of hybrid governance. While state discourse frames the program as a modernizing reform, our findings suggest a disjuncture
between rhetorical endorsement and behavioral engagement. Although more than 77% of respondents expressed willingness
to recommend the program, only 25.3% intended to apply themselves, indicating a symbolic-behavioral gap. Perceptions of
informational opacity, limited career visibility for prior participants, and persistent informal hierarchies contribute to cautious
ambivalence. These dynamics reflect broader patterns of symbolic compliance and institutional decoupling as theorized by Meyer
and Rowan (1977) and Schedler (2002). Trust in merit-based reform appears not only institutionally contingent but also narratively
constructed—shaped by perceptions of fairness, transparency, and narrative inclusion. The study concludes that the long-term
viability of the PYPR depends on the state’s ability to convert symbolic legitimacy into lived bureaucratic trust, particularly among
local-level civil servants. By foregrounding bottom-up perceptions within a top-down reform initiative, the article contributes to
ongoing scholarship on bureaucratic modernization, elite reproduction, and the challenges of institutional renewal in transitional
political systems.

KEYWORDS: Presidential Youth Personnel Reserve, civil service, public administration, meritocracy, bureaucratic reform,
institutional legitimacy.

AOBelee, MepUToOKpatna n pecbopMa: KaK MoJ/iojgblée rocyAapCcTBeHHble ciyXXaliue
BOCMPUHNMAaIOT IIpe3anaeHTCKNN MOoNoAeXXHbIN KajpoBbiu pe3epB KasaxcraHa
Ep6atbipoB M.X.*', XXetnuc6aesa M.K.", Bragumupos X.?

"KapazanduHckutli yHugepcumem «Kaznompebcoroza», Kapazarda, Kazaxcmar; 2Cogputickuli yHusepcumem «Ca. K. Oxpudckozo»,
Codpus, boneapus
AHHOTALUMA. [laHHas cTaTba nccneayet BOCNPUATME NETUTUMHOCTU U MHCTUTYLIMOHaNbHOTO foBepusa K [pe3snaeHTCKOMy MOAOAEXHOMY
kagposomy pesepBy (MMMKP) KaszaxctaHa — ¢narMaHcKoi MepUTOKpaTUYeCKO WHULMATVBE, HanpaBAeHHOW Ha O6GHOBAeHWe GropokpaTum
NMocpescTBOM KOHKYPCHOTO OT6Opa rocyfapCTBEHHbIX Cayxalwumx Ao 35 neT. Ha ocHoBe fAaHHbIX HaLMOHAJbHOrO OMpoca, NMPOBEAEHHOro B
ntoHe 2025 roga B pamkax yeTBepToro Habopa nporpammbl, aHaAN3NPYHOTCA MHEHUA MOJIOAbIX YNHOBHWKOB O CMpaBeAMBOCTY, AOCTYMHOCTU
n BanaHumn NMMKP B ycnoBumsax rubpuaHOro rocyAapcTtBeHHOro ynpaeneHus. HecMoTps Ha opuLmanbHyo pUTOPUKY MOAEPHM3aLMK, pe3y/ibTaTbl
YKa3blBalOT Ha pa3pbiB MeXAy AeKNapupyemon MoAAep>KKOW U peanbHbIM ydactvem: 6onee 77% OMPOLUEHHbIX FOTOBbI PEKOMEHAOBAThb
nporpaMmy, HO anwb 25,3% HamepeHbl nojatb 3asBKYy. MpUUMHaAMK TakoW CAEP>KaHHOCTW BbICTYNarOT MHPOPMALMOHHAA HEMpPO3pPayvHOCTb,
cnabas kapbepHas BUAMMOCTb MPEeAbIAYLLMX YYaCTHUKOB U YCTOMYMBOCTE HEPOPMasbHbIX MEPAPXMA. DTN ABAEHUS MHTEPTPETUPYIOTCA Yepes
Npu3My TEOPWI CUMBOIMYECKOTO COOTBETCTBUA U MHCTUTYLIMOHANbHOTO pacxoXzeHus. [loBepre K MepUtokpaTuyeckmm pepopmam 3aBuUCUT He
TONIbKO OT MHCTUTYTOB, HO 1 OT HappaTtBa — I'Ipe,CI,CTaBIIeHI/IVI O CNpaBeANnNBOCTU, TPAHCMNAPEHTHOCTU N BKAKOYEHHOCTW. Cratbsa AeNaeT BbIBOA, UTO
fonrocpouHbiii yenex NMMKP 3aBucut ot cnocobHOCTM rocyAapcTBa NpeBpaTuTb CUMBOIMYECKYHO NETUTUMHOCTD B peasbHoe BropokpaTtnyeckoe
ZoBeprie, 0COBEHHO Ha MECTHOM ypoBHe. Taknm obpasom, paboTa BHOCUT BKAaZ, B UCCe0BaHNE MOAEPHM3aLMm rocanmnapara, BOCNpOn3BOACTBa
3/IUT 1 BbI3OBOB MHCTUTYLIMOHANbHOTO OBHOBNEHNA B YCIOBUAX NMEPEXOAHbIX MONNTUYECKMX CUCTEM.
K/IFOYEBBIE CJ/IOBA: T[lpe3naeHTCKUA MONOAEXHbIA KaZpOoBbIM pe3epB, rocyAapCTBeHHas cayxba, rocysapcTBeHHOe yrnpaBieHue,
MepuTOKpaThs, BropokpaTtryeckas pedopma, MHCTUTYLIMOHA bHANA NerTUMHOCTb.
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