ISSN 1563-0358; eISSN 2617-7161 The Journal of Economic Research & Business Administration. Nel (135). 2021 https://be kaznu.kz

IRSTI 06.77.61 https://doi.org/10.26577/be.2021.v135.i1.06

S. Jumambayev @, Zh. Temerbulatova* “~, A. Dosmbek

Al-Farabi Kazakh National University, Kazakhstan, Almaty
*e-mail: t.zhansaya.s@mail.ru

MODELS OF LABOR MARKETS IN DEVELOPED COUNTRIES
AND KAZAKHSTAN: A COMPARATIVE ANALYSIS

For successfully solving the problem of entering Kazakhstan among the 30 developed countries of
the world, a decisive transition to an innovative economy and the adoption of measures to modernize
the labor market are required. Under “modernization of the labor market” it is proposed to understand
the modernization in accordance with the latest scientific achievements, new requirements and norms
in this area, adopted in the leading developed countries.

The purpose of the article is to select the option of modernizing the labor market in Kazakhstan
based on the analysis of labor market models of the leading developed countries of the world.

The main directions of scientific research are determining the relationship between the models of
socio-economic development of countries and their labor markets, identifying the features of labor mar-
ket models, identifying of factors affecting the efficiency of the labor market and, accordingly, on the
position of countries in the world according to the global competitiveness index (GClI).

Scientific and practical significance of the work: different interpretation of the concept of “modern-
ization of the labor market” is given, which led to comparative analysis of models of labor markets in
developed countries and Kazakhstan. The methods of grouping, correlation and regression analysis were
applied. The study of the relationship between GDP, employment, average wages and labor productiv-
ity allowed to characterize the features of the functioning of labor markets. The research results made it
possible to concretize and systematize measures to modernize the labor market. The labor market mod-
ernization project should become an integral part of the program of economic reforms in the country.

Key words: labor market models, developed countries, Kazakhstan, the impact of the labor market
on the country’s competitiveness.
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AambifaH eapep meH Ka3akCcTaHHbIH,
eHbeK HapbIKTapbiHbIH, MOAEAbAEPI: CAAbICTbIPMAABI TAAAQY

Ka3akcTaHHbIH 9AeMHIH AambiFaH 30 eAiHiH, KaTapblHa Kipy MOCeAecCiH oMapaFblaai Lelly YLUiH
MHHOBAUMSABIK, SKOHOMMKaFa Kelly >KoHe eHOeK HapblFblH >kaHapTy 6GOMbIHIIA LWellyLli wapasap
Kabbiasay KaxkeT. <EHOEK HapbIFbIH MOAEPHU3ALMSIAQY» AETEHIMI3 aAAbIHFbI KATapAbl AaMblFaH EAAEPAE
KabblAAAHFAH FbIAbIMHbBIH, COHfbl >KETICTIKTEpiHE, OCbl CaAaAarbl >KaHa TaAanTap MeEH HopMaAapfa
corKec eHHeK HapbIFbIH XXaHAPTYAbl GiAAipeAi.

MakaaaHblH, MakcaTbl — SAEMHIH aAAbIHFbl KATapAbl AaMblFaH eAAepiHAeri eHBeK Hapbifbl
MOAEAbAEPIH TaAAdy HerisiHae KasakcTaHHbIH eHOeK HapbIFbiH XKaHAPTY HYCKACbIH TaHAay.

FblAbIMI 3epTTeyaiH Heri3ri 6arbiTTapbl: AAEPAIH SAEYMETTIK-DKOHOMMKAABIK, AAMY MOAEAbAEPI
MeH OAapAblH €eHOeK HapbIKTapbl apacbiHAAFbl 0alMAaHbICLIH; €HOEK HapbiFbl MOAEAbAEPIHIH
epeKLLeAiKTepiH; eHb6eK HapbIFbIHbIH TUIMAIAIriHe XoHe >kahaHAblK Gacekere KabiAeTTIAIK MHAEKCIHe
(GCI) coikec aAeMAETiT eAAEPAIH MO3ULMACHIHA BCep eTeTiH (DakTOPAAPAbI aHbIKTay.

JKYMbICTbIH FbIABIMM K8HE MNPakKTUKAAbIK, MaHbI3AbIAbIFbI — aBTOPAAP AaMbIFaH €AAep MeH
KasakcraHaarbl eHbeK HapblKTapbiHbIH MOAEAbAEPIH CAAbICTBIPMAAbI TAaAAAYFa aAbIl KEATeH «eHbek
HapbIf bIHMOAEPHM3aLMSIAQY» TY>KbIPbIMAAMACLIHAB3iHA K TYCiHIKTEMe 6epeai. TonTacTbipy, KOppeAsLms
JKOHE perpeccusAbiK, TaAAdy 8AiCTepi KOAAAHbIAABL. XKIO, KyMbICeH KamTy, opTalla »KaAakbl >KeHe
eHbeK BHIMAIAITT apacblHAaFbl GaAaHbICTbI 3epTTey eHBEK HaPbIFbIHbIH, XKYMbIC iCTEY epeKLLeAiKTepiH
cunaTTayFa MyMKIHAIK 6epAi, an 3epTTey HaTuxeAepi eHOeK HapblFbIH MOAEPHM3ALMSIAQY >KOHIHAETI
LIapaAapAbl HaKTbIAQyFa >KOHE >KyMeAeyre MyMKiHAIK 6epai. EH6eK HapbiFblH MOAepHU3aumMsaAay
»K06aChl @AAET 3KOHOMMKAAbIK, pecpopmanap 6arAapAaMachiHbIH axbipamac 6eAiri GoAybl Kepex.

Ty#iH ce3aep: eHOEK HapbIFbIHbIH MOAEAbAEPI, AaMblFaH eapep, KasakcTaH, eHOeKk HapbIFbiHbIH,
eAAiH 6acekere KabiAeTTiAiriHe acepi.
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MoaeAmu pbIHKOB TpyAa pa3BuTbIX cTpaH u KasaxcraHa:
CPaBHMUTEAbHbIN AHAAMU3

AAS yCMEeLHOro pelleHus 3apaumn no BxoxkaeHuio KasaxctaHa B umcao 30-TW pasBUTbIX FOCy-
AAPCTB MUPA HEOOXOAMM PeLIMTEAbHbIN NMepexoA Ha MHHOBALMOHHYIO SKOHOMUKY M MPUHATUE Mep
Mo MOAEpHM3aUuMM pbiHKa TpyAad. [1oaA «MoaepHM3aUMer pblHKA TPyAd» MpPeAAaraeTcsl NMOoHMMATb
OCOBpPEMEHMBaHME pblHKA TPyAa B COOTBETCTBUM C HOBEMLUMMU AOCTMXKEHUSIMM HAYKWM, HOBbIMU
TpeboBaHMSAMM 1 HOPMAMK B 3TOM 0BAACTU, MPUHATLIMU B BEAYLLIMX PA3BUTbIX CTPAHAX.

Lleab cTatbn — BbIGOp BapuaHTa MOAEPHM3ALMKM pbiHKa Tpyaa KasaxctaHa Ha OCHOBe aHaAM3a
MOAEAEN PbIHKOB TPYAQ BEAYLLMX PA3BUTbIX CTPaH MUpa.

OCHOBHbIe HanpaBAEHWS HAy4YHOrO MCCAEAOBAHMUS: OMPEAEAEHUE CBSI3U MEXAY MOAEASIMM
COLIMAAbHO-3KOHOMMYECKOrO Pa3BUTKS CTPAH U MX PbIHKOB TPYAQ; BbISIBAEHME OCOOEHHOCTEN MOAEAEN
PbIHKOB TPYAQ; BbisIBAeHME (paKTOPOB, BAUSIIOLLMX Ha 3h(PEKTUBHOCTb PbiHKA TPYAA M COOTBETCTBEHHO
Ha Mo3uLMK CTPaH B MMPE MO MHAEKCY rA0BGaabHOM KOoHKYpeHTocnocobHoctu (GCl).

HayuHas 1 npakT1yeckasi 3Ha4MMOCTb PaboTbl — AQETCS CBOS TPAKTOBKA MOHATUS «<MOAEPHM3ALLMS
pblHKA TpyAa», YTO OOYCAOBMAO MPOBEAEHME KOMMAPATMBHOIO aHAaAM3a MOAEAEN PbIHKOB TPyAad
pa3BuTbIX CTpaH 1 KasaxcTaHa. Takyke NpUMeHeHbl METOAbI FPYTMUPOBKM, KOPPEASILLMOHHO-PErPeCCUOH-
HOro aHaau3a. M3syueHue 3aBUCMMOCTU MexAy BBI1, 3aHsaTbiMM, cpeaHer 3apaboOTHOWM MAaTon u
NPOV3BOAMTEABHOCTbIO TPYAQMO3BOAMAO OXapaKTepPU30BaTh 0COHBEHHOCTU (DYHKLIMOHNMPOBAHUS PbIHKOB
TpyAa. Pe3yAbTaTbl MCCAEAOBAHMSI AQIOT BO3MOXHOCTb KOHKPETM3MPOBAaTb M CUCTEMATM3MpPOBATb
Mepbl 0 MOAEPHU3ALIMU PbiHKa TPyAa. [TpoekT MoAEepHU3ALIMUM pbIHKA TPYAQ AOAXKEH CTaTb COCTABHOM
yacTblo [NporpamMmbl 3KOHOMUYECKMX pechopM B CTPaHe.

KAloueBble cAOBa: MOAEAM PbIHKa TPyAQ, Pa3BuUTbl€ CTPaHbl, Ka3aXCTaH, BAUSAHNE PbIHKA TPyAa Ha

KOHKyp8HTOCﬂOCO6HOCTb CTpPaHbl.

Introduction

The projected decrease in the growth rates of
the world economy and oil prices will negatively
affect the dynamics of the development of the
Kazakhstan economy. President of Kazakhstan
K-Zh. Tokayev (2020) sets the task of creating
a truly diversified, technologically advanced
economy, which must work to improve the well-
being ofthe people. In Kazakhstan, certain steps are
being taken to switch to a new model of economic
growth based on accelerated technological
modernization of its economy. In this regard, it
is necessary to critically comprehend the current
model of the labor market, which has shown its
ability to flexibly adapt to shocks in the context
of a raw material-oriented model of the country’s
economic development. The restoration of
equilibrium in the labor market took place mainly
due to the adjustment of wages and this was one
of its main features. High flexibility of wages
was provided by the established institutional
properties of the Kazakhstani labor market.

In the new conditions, the problem of increasing
the efficiency of the national labor market becomes
especially relevant, and the modernization of the
labor market becomes one of the strategic goals of
socio-economic policy. Modernization of the labor
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market means modernizing the labor market in
accordance with the latest scientific achievements,
new requirements and norms in this area, adopted
in the leading developed countries. It will support
positive structural shifts in the Kazakhstan’s
economy, bringing it closer to the characteristics
of the economies of highly developed countries of
the world. A modernized labor market can be as
much a stimulating factor for economic growth as in
developed countries.

In this article, the authors proceeded from the
assumption (thesis) that identifying the features
and quantifying the action of the mechanisms
of the labor market in developed countries have
decisive importance in choosing specific measures
to modernize the labor market in Kazakhstan. In this
regard, for comparative analysis, the well-known
and most widely used models of labor markets in
developed countries were selected. To characterize
them, we studied the correlations between the
indicators of GDP, employment, wages, and labor
productivity. Subsequently, the impact of the
efficiency of the labor market on the positions of
countries in the world according to the GCI criterion
was analyzed. Comparative analysis showed that
Kazakhstan, in terms of the characteristics of the
labor market, is striving to gradually approach the
developed European countries, nevertheless, today
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the differences between their labor markets are quite
large.

On the basis of processing a large empirical
material, emerging patterns, new approaches and
main directions of reforming the labor market in
developed countries are revealed. When choosing the
option to modernize the labor market in Kazakhstan,
it is important to pay special attention to those
measures that ultimately led them to success.

Literature Review

A huge amount of scientific and educational
literature is devoted to the study of models of
labor markets in different countries. Based on the
purpose of our research, we studied works by Klein
(2012), Lehmann & Muravyev (2013), Eichhorst
et al. (2010), Standing (2011), Kudrov (2011),
Gimpelson et al. (2017), Shaukenova (2017) in
more detail. But the main focus was on official
documents and research on labor market reform
and employment policy and their implementation
in the practice of developed countries. Thus, the
documents of the Amsterdam Summit (1997) for
the first time speak of the importance and necessity
of coordinating national employment policies of
the EU countries. In the documents of the Lisbon
Summit (2007), the developed countries of the
European Union are already working out a common
employment policy. It involves the rejection of the
escalation of spending on social and labor activities
and increasing the competitiveness of European
countries by achieving higher levels of labor
productivity. At the same time, attention is drawn to
the sequestration of passive policy programs in the
labor market with a tightening of the unemployment
insurance system, liberalization of labor legislation,
leading to the simplification of procedures for hiring
and firing. The Joint Employment Report (JER)
(2015) emphasized that the goal of the European
Employment Strategy is to increase the number and
quality of jobs in the EU.

World Development Report of World Bank
(2019) rightly points out that a more restrictive
approach to labor regulation does not fit well with the
labor markets of many developing countries. Three
unresolved problems of labor market regulation are
pointed out: regulation applies only to workers in
the formal sector; the government’s attempt to solve
the problem of imperfection of the labor market
with the help of labor legislation; labor legislation
often slows down the dynamics of economic
development. In this regard, the need to assess the
rigid and outdated labor laws is emphasized. A

balanced approach to labor market regulation will
ensure a more effective achievement of goals such
as increasing productivity and social equity.

The work of the International Labor Organization
(2016) presented a methodology for analyzing
the labor market, which is based on identifying
and quantifying not only the best practices in the
labor market, but also inefficiency. According to
the authors, this is the first step in developing an
employment policy aimed at improving the welfare
of workers while promoting economic growth. And
the proposed 17 Key Indicators (KILM) can serve as
a tool for monitoring and evaluating many pressing
problems related to the functioning of labor markets.
Based on the study of these and other sources, the
authors of this article made an attempt to develop
their own methodology for comparative analysis
of models of labor markets in developed countries
and Kazakhstan, assessing their effectiveness and
impact on the competitiveness of countries.

Methodology

When choosing a comparative analysis
methodology, the authors proceeded from an
important methodological approach that the
formation of a particular model of the labor market
depends on the choice of priorities in the national
economy and the degree of involvement in the
world economy. This methodological approach
to the study of labor markets makes it possible
to assess not only the impact of macroeconomic
development on the nature of labor relations, but
also to substantiate the possibilities and directions
of their development.

Differences in development results demonstrated
by the analyzed countries are due to some extent to
the labor market patterns in which they differ.

To characterize labor market models, we use
the study of the correlation between the indicators
of GDP, employment (unemployment), wages,
and labor productivity. As known, in economic
theory, wages are linked to the indicator of marginal
productivity. But since the latter is not amenable to
direct measurement, labor productivity is defined
by us as the value of GDP per one employed. The
indicator of the average nominal wage is used as
the main option for remuneration. With regard to
Kazakhstan, in some cases, the indicator of real
average wages is used, since the gap between
nominal and real wages is significant due to the high
value of the consumer price index.

The next stage of the analysis is to determine
the impact of the efficiency of the labor market
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of developed countries on their position in the
world according to the criterion of the global
competitiveness index (GCI). This allows both
developed countries to be compared with each
other, and a comparative analysis between them
and Kazakhstan. The final step of the analysis is to
identify those factors that ensured the high value of
the efficiency of labor markets and high positions
in the ranking of countries in the world economy.
For Kazakhstan, the lag in the values of these factors
can serve as a clear signal for the development and
implementation of specific measures to modernize
the labor market.

To conduct a comparative analysis, statistical
data from following sources were used: OECD
data for 2000-2019, data of the Bureau of National
Statistics of Agency for Strategic planning and
reforms of the Republic of Kazakhstan for 2000-
2019, data from the Global competitiveness reports
of the World Economic Forum for 2008-2019, data
from the Global innovation index 2019 and Index of
Economic Freedom 2020.

The results of our comparative analysis
methodology support the hypothesis that differences
in development performance across countries are
largely due to the labor market patterns in which
they differ. The main dividing line between the
development models of different countries is the
degree of state intervention in the functioning
of the labor market. The question is to make the
right choice of the ratio between the mechanism of
self-regulation of the market and methods of state
regulation, depending on the state of the economy
of a particular country. The results of the study
show the need for a decisive transformation of
the economic model of Kazakhstan into a more

effective one, characterized by moving away from
rent-seeking behavior and increasing role of market
incentives. The study of the impact of labor market
models in developed countries on the dynamics of
development of their economies makes it possible
to modernize the labor market in Kazakhstan in
such a way as to enhance their positive impact on
economic growth.

Results and discussion

Comparative analysis of labor market models in
developed countries and Kazakhstan

A comparative analysis of labor market models
in developed countries and Kazakhstan was carried
out in the following sequence:

- determination of the range of developed
countries with different labor market models;

- determination of the correlation dependence
between the main indicators, quantitatively
characterizing the labor market models inherent in
these countries;

- determination of social and economic results
achieved by developed countries;

- identification of the relationship between the
above indicators.

In countries with market economies, there
is a wide variety of labor market models. For a
comparative analysis, we have taken six developed
countries that represent the most famous models of
labor markets: Anglo-Saxon, Continental, Japanese
and Swedish.

First of all, it is necessary to consider the
dynamics of indicators of GDP per capita, average
wage, labor productivity and unemployment rate
(Table 1, Figure 1).

Table 1 — Comparison of GDP per capita, labor productivity and average wages in developed countries and Kazakhstan, %

Country | 2000 | 2005 | 2007 | 2008 | 2009 | 2010 | 2015 | 2016 | 2017 | 2018 | 2019
GDP per capita

USA 100 | 100 | 1000 [ 100 | 100 | 1000 | 10000 | 100,0 | 100,0 | 100,0 | 100,0

UK 728 | 740 | 739 | 758 | 745 | 744 | 742 | 743 | 751 | 728 | 748

Germany 756 | 132 | 773 | 796 | 797 | 825 | sa6 | se4 | 880 | 860 | 864

France 719 | 693 | 712 | 727 | 738 | 742 | 720 | 728 | 738 | 723 | 754

Japan 739 | 719 | 720 | 720 | 706 | 723 | 713 | 712 | 702 | 685 | 664

Sweden 81,6 | 777 | 848 | 873 | 857 | 860 | 854 | 849 | 860 | 845 | 857

Kazakhstan 3.4 86 | 141 | 176 | 152 | 187 | 185 | 133 | 151 | 151 | 151
Labor productivity

USA | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000 | 1000
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Continuation of table 1

Country 2000 2005 2007 2008 2009 2010 2015 2016 2017 2018 2019
UK 75,9 74,5 75,0 75,8 72,7 72,0 71,7 72,1 73,0 71,0 73,2
Germany 82,4 78,4 79,8 79,6 75,9 78,2 79,6 80,6 82,1 80,8 81,1
France 86,2 83,8 86,2 86,1 84,7 84,2 84,1 85,6 86,6 85,1 89,7
Japan 70,5 69,2 69,4 68,7 65,2 66,0 65,5 65,4 64,1 61,8 59,7
Sweden 84,4 77,5 82,7 83,6 80,6 80,1 80,2 80,3 81,0 79,8 82,2
Kazakhstan 39 8,6 13,9 16,8 14,1 16,9 17,9 13,0 14,9 15,1 15,2
Average wages
USA 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0
UK 71,8 77,3 78,3 77,0 76,6 76,5 71,0 71,5 71,1 71,0 71,7
Germany 82,9 80,7 74,8 78,3 71,7 74,7 77,3 78,4 78,4 79,0 81,5
France 70,1 71,6 68,9 70,2 71,8 71,3 70,4 71,1 70,9 70,5 70,6
Japan 69,6 65,9 68,0 63,3 62,2 67,5 63,7 64,8 64,6 64,3 58,7
Sweden 63,1 65,8 66,8 69,1 68,8 67,5 69,5 70,4 70,1 70,0 70,9
Kazakhstan 2,2 5.4 8,8 10,2 9,2 10,6 11,0 8,1 8,9 9,0 8,9
Note — compiled by authors based on data from OECD and Bureau of National Statistics of the Republic of Kazakhstan

Figure 1 — Dynamics of unemployment in the leading developed countries and in Kazakhstan over 10 years
Note — compiled by authors based on data from OECD and Bureau of National Statistics of the Republic of Kazakhstan

Traditionally, the indicator of GDP per capita
is recognized as the main criterion that determines
the level of the country’s economic development.
The leading country among the countries we are
considering is the United States. Therefore, data on
the levels of GDP per capita, labor productivity and
average wages of individual countries are expressed

as a percentage of the levels of similar indicators in
the United States.

As can be seen from Table 1, developed
countries differ noticeably in these indicators,
while Kazakhstan lags significantly behind
them. Undoubtedly, such a large gap between
developed countries is primarily due to the scale
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of companies’ expenditures on research and
development, the ability of countries to innovate,
and the pace of introduction of new technologies.
But it is difficult not to notice the impact of the de-
gree of state intervention in the economy and so-
cial development processes of the country, which
plays a key role in the manifestation of the fea-
tures of the named labor market models. Hence,
the authors hypothesize that the differences in de-
velopment results demonstrated by the analyzed

countries are due to a certain extent to the labor
market models, according to which they differ.
To substantiate this hypothesis, we first consid-
ered each of the labor market models through the
study of the relationship between the main indica-
tors — GDP, wages and labor productivity. Table
2 shows the correlation between GDP, employ-
ment, average wages and labor productivity in the
United States, calculated using the STATA statis-
tical software package.

Table 2 — Correlation between GDP, employment, average wages and labor productivity in the USA

GDP Employment Wages Productivity
Pearson Correlation 1 0,848*** 0,466** 0,333
GDP p 0,000 0,038 0,152
N 20 20 20
Pearson Correlation 0,848*** 1 0,338 -0,218
Employment p 0,000 0,145 0,357
N 20 20 20
Pearson Correlation 0,466** 0,338 1 0,256
Wages P 0,038 0,145 0,276
N 20 20 20
Pearson Correlation 0,333 -0,218 0,256 1
Productivity P 0,152 0,357 0,276
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _ the significance of the coefficients at 10%, 5% and 1% levels, respectively

As we can see from the data in Table 2, the
correlation between GDP and employment is strong
and significant at the 1% level (r =0.848, p <0.01),
and there is an average correlation between GDP
and average wages, which is significant at the 5%
level (r = 0.466, p < 0.05). The relationship between
the other variables is weak and insignificant.

The statistics presented in Table 1 show that the
United States, due to its models of socio-economic
development and labor market, is significantly
ahead of other countries in all indicators. The
American model of socio-economic development
is focused on minimizing state participation in the
production of goods and services, on deregulating
its economy. The main task of the state is to ensure
the conditions for private competition and conduct
a tough antimonopoly policy. The model is based
on equity capital and the source of investment
is the stock market. The focus on accelerating
technological progress has made the American
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economy the leader in the world in terms of
innovation (Kudrov, 2011).

The American model is characterized by the
decentralization of the labor market and legislation
on employment and social security. It guides the
employee towards achieving personal success
and self-realization, and his salary depends on the
qualifications and complexity of the work he does.
The employers’ labor market strategy is aimed at
reducing labor costs by curbing wages and curtailing
certain social obligations. Reducing labor costs and
reducing unemployment are achieved through the
expansion of part-time and temporary workers.

The researchers also note the dynamism of the
American labor market, leadership in the world in
terms of the number of jobs created annually that
require more skilled labor. On the macroeconomic
level, the state does not stimulate aggregate
demand as a means of expanding employment; it
fundamentally limits its role in material support
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of the population, caring only about the poorest
strata of the population. But at the same time, it is
looking for new approaches in employment policy,
which are expressed in methods of containing labor
costs, job rotation, and increasing labor market
flexibility (Kudrov, 2011). As a result of consistent
implementation of such a policy for a ten-year period

(2010-2019), the average annual growth amounted
to: GDP — 2.3%, average wages — 1.0%, labor
productivity — 1.1%. In 2019, the unemployment
rate in the country reached a low level of 3.7%.

The closest to the American one is the socio-
economic model of Great Britain, which differs sig-
nificantly from the general European one (Table 3).

Table 3 — Correlation between GDP, employment, average wages and labor productivity in the UK

GDP Employment Wages Productivity
Pearson Correlation 1 0,762%** 0,503** 0,893 %**
GDP P 0,001 0,024 0,000
N 20 20 20
Pearson Correlation 0,762%*%* 1 0,28 0,389*
Employment p 0,001 0,231 0,09
N 20 20 20
Pearson Correlation 0,503** 0,28 1 0,516**
Wages p 0,024 0,231 0,02
N 20 20 20
Pearson Correlation 0,893 *** 0,389* 0,516** 1
Productivity p 0,000 0,09 0,02
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _the significance of the coefficients at 10%, 5% and 1% levels, respectively

The correlation between GDP and employment,
GDP and labor productivity is strong and
significant at the 1% level (r = 0.762, p < 0.01;
r=0.893,p <0.01), and between GDP and average
wages, labor productivity and average wages is
an average correlation that is significant at the 5%
level (r = 0.503, p < 0.05; r = 0.516, p < 0.05).
The relationship between labor productivity and
employment is moderate and significant at the
10% level (r = 0.389, p < 0.1). The relationship
between average wages and employment is weak
and insignificant.

The Anglo-Saxonmodelassumesapredominantly
passive nature of the state employment policy, a high
share of private enterprises and public organizations
in the provision of social services. In 1980-1990
there was implemented the policy of deregulating
the economy in the country: many administrative
and legal restrictions on business, control over the
labor market, wages, dividends and certificates for
industrial construction was abolished. The financial

and banking system underwent liberalization and
deregulation, and the London Stock Exchange was
reorganized.

As a result, in 2020, the UK took the highest 7th
position among comparable countries in terms of the
Index of Economic Freedom out of 180 countries:
USA - 17, Sweden — 22, Germany — 27, Japan — 30,
Kazakhstan — 39, France — 64th position. According
toresearchers, the current UK employment regulation
model has become more efficient. A feature of the
British labor market was that in 2019 only 5.2% of
employees were temporarily employed, on average
in OECD countries this indicator was 11.8%. Over
a ten-year period (2010-2019), the average annual
growth was: GDP — 1.8%, average wages — 0.3%,
labor productivity — 0.7%. The unemployment rate
dropped to 3.8%, which is almost 1.7 times less than
the average for the European Union.

The German model (Table 4) is of the greatest
interest, since the Kazakhstan’s labor market model
is closest to it in many aspects.
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Table 4 — Correlation between GDP, employment, average wages and labor productivity in Germany

GDP Employment Wages Productivity
Pearson Correlation 1 0,394* 0,257 0,873%**
GDP p 0,086 0,275 0,000
N 20 20 20
Pearson Correlation 0,394* 1 0,151 -0,105
Employment p 0,086 0,527 0,661
N 20 20 20
Pearson Correlation 0,257 0,151 1 0,198
Wages P 0,275 0,527 0,402
N 20 20 20
Pearson Correlation 0,873 *** -0,105 0,198 1
Productivity P 0,000 0,661 0,402
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _ the significance of the coefficients at 10%, 5% and 1% levels, respectively

The correlation between GDP and labor
productivity is strong and significant at the 1%
level (r=0.873, p <0.01), while there is a moderate
correlation between GDP and employment, which is
significant at the 10% level (r = 0.394, p <0.1). The
relationship between the other variables is weak and
insignificant.

The most acute problem in Germany in the early
2000s was the state’s social policy, which manifested
itself most of all in the field of social and labor relations.
According to statistics from OECD countries, the share
of production costs of the general government sector
in Germany’s GDP is 22.93% (2017), which is higher
than in other developed countries, especially in Anglo-
Saxon countries (USA — 18.31%, Great Britain —
20.73%). As the researchers emphasize, the inflexible
labor market and the weakening of the competition
mechanism contributed to the establishment of wages
above the equilibrium level, which reduced the
attractiveness of German enterprises in the eyes of
investors (Kudrov, 2011).

It was necessary to reduce the degree of
overcrowding of the economy with social spending.
G. Schroeder’s government took a decisive
step and initiated the development of a package
of social reforms “Hartz 4”. The results of the
implementation of the social reform had a positive
effect on the observance of the optimal balance
between business and its competitiveness, on the
one hand, and social well-being and the social state,
on the other. These and other organizational and
managerial foundations of labor market regulation
led to a reduction in unemployment even during the
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crisis of 2008-2009: with a 5.6% decline in GDP,
the number of employed decreased by only 0.2%;
the response of employment in comparison with the
magnitude of the decline in production was rather
weak. Over a ten-year period (2010-2019), the
average annual growth was: GDP — 2.0%, average
wages — 1.5%, labor productivity — 1.0%. In 2019,
the unemployment rate was 3.2%.

Under the influence of shifts in the structures
of national economies and employment, Western
European countries began to make appropriate
changes in the sphere of labor relations. In this regard,
France has lagged far behind in implementing labor
market reform (Table 5).

The correlation between GDP and labor
productivity is strong and significant at the 1% level
(r=0.643,p <0.01), between GDP and employment
is average and significant at the 5% level (r = 0.522,
p < 0.05), and between GDP and average wages is
moderate inverse relationship, which is significant at
the 10% level (r =-0.423, p < 0.1). The relationship
between the other variables is weak and insignificant.

The French socio-economic model is also
characterized by significant direct participation
of the state in the economy. In France, the
dirigalistic socio-economic model still prevails.
The public sector and government regulation are
more represented, market mechanisms are weaker
than in the UK and Germany. According to the
competitiveness ranking, France in 2019 took 15th
place in the world, and according to this indicator
it was inferior to Great Britain — 9th place, and
Germany — 7th place.
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Table 5 — Correlation between GDP, employment, average wages and labor productivity in France

GDP Employment Wages Productivity
Pearson Correlation 1 0,522%% -0,423* 0,643***
GDP p 0,018 0,063 0,000
N 20 20 20
Pearson Correlation 0,522%%* 1 -0,333 -0,319
Employment p 0,018 0,152 0,171
N 20 20 20
Pearson Correlation -0,423* -0,333 1 -0,177
Wages P 0,063 0,152 0,454
N 20 20 20
Pearson Correlation 0,643%** -0,319 -0,177 1
Productivity p 0,000 0,171 0,454
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _ the significance of the coefficients at 10%, 5% and 1% levels, respectively

The President of the country E. Macron
began the implementation of the liberal course of
economic policy with reforms in the labor market.
In September 2017, he signed five decrees on the
reform of the labor code, the main provisions of
the reform entered into force in January 2018.
According to them, private companies are given
more freedom in internal matters, employers
are allowed to increase the number of working
hours, and a simplified procedure is created
for dismissing workers. The reform made it
possible for businesses to more quickly and
easily regulate the number of employees and
change the organization of labor depending on
the conjuncture. According to President, after

the liberalization of the labor market, new jobs
will be created, unemployment will decrease and
economic growth will accelerate (Euro indicators,
2018). The results of the two years after the
reform indicate that measures to reform the labor
market are gradually positively affecting the GDP
growth rates, and a high level of labor productivity
remains. Over a ten-year period (2010-2019),
the average annual growth was: GDP — 1.4%,
average wages — 0.8%, labor productivity — 0.8%.
While the country’s unemployment rate is slowly
declining, in 2019 it remained more than 2.6 times
higher than in neighboring Germany.

The model of Sweden is adjacent to the German
socio-economic model (Table 6).

Table 6 — Correlation between GDP, employment, average wages and labor productivity in Sweden

GDP Employment Wages Productivity
Pearson Correlation 1 0,465%* 0,423* 0,826***

GDP p 0,039 0,063 0,000
N 20 20 20

Pearson Correlation 0,465%* 1 0,211 -0,116

Employment P 0,039 0,372 0,627
N 20 20 20

Pearson Correlation 0,423* 0,211 1 0,339

Wages p 0,063 0,372 0,143
N 20 20 20
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Continuation of table 6

GDP Employment Wages Productivity
Pearson Correlation 0,826%** -0,116 0,339 1
Productivity p 0,000 0,627 0,143
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _ the significance of the coefficients at 10%, 5% and 1% levels, respectively

The correlation between GDP and labor
productivity is strong and significant at the 1% level
(r=0.826,p<0.01), between GDP and employment
is average and significant at the 5% level (r = 0.465,
p < 0.05), and between GDP and average wages is
average and significant at the 10% level (r=0.423,p
< 0.1). The relationship between the other variables
is weak and insignificant.

Researchers note high share of the public sector
in the Swedish economy, it accounts for a third of
those employed in the country’s economy; total
government spending in 2017 amounted to 49.33%
of GDP. However, Sweden has achieved a higher
efficiency of competitive economy: according to
the GCI indicator, the country is ranked 8™ position.
State intervention in the economy does not directly
affect the production activities of enterprises, but is
primarily aimed at regulating the labor market and
social security of the entire population. It should
also be emphasized that in Sweden the vast majority
of workers are members of labor unions, workers
are more actively involved in the management of

production at their enterprises. Much attention is
paid to collective agreements between labor unions
and employers. However, the excessive socialization
of the economy began to negatively affect its growth
and the country’s competitiveness. Therefore, the
problem of adjusting the Swedish model also began
to come to the fore. Over a ten-year period (2010-
2019), the average annual growth was: GDP —2.5%,
average wages — 1.3%, labor productivity — 1.1%.
The unemployment rate in Sweden in 2019 was
6.8%.

The researchers emphasize that the Japanese
socio-economic model, which incorporated many
elements of the Anglo-Saxon model, over time
began to lose its effectiveness. This was evident
from the above data on economic growth rates
and labor productivity. This was facilitated by
excessive state intervention in the economy, the
creation of keiretsu, as well as the inadmissibility of
foreign capital (Kudrov, 2011), which accordingly
affected the dependencies of the indicators we are
considering (Table 7).

Table 7 — Correlation between GDP, employment, average wages and labor productivity in Japan

GDP Employment Wages Productivity
Pearson Correlation 1 0,377 0,319 0,904 ***
GDP p 0,101 0,17 0,000
N 20 20 20
Pearson Correlation 0,377 1 0,351 -0,056
Employment p 0,101 0,129 0,815
N 20 20 20
Pearson Correlation 0,319 0,351 1 0,18
Wages P 0,17 0,129 0,447
N 20 20 20
Pearson Correlation 0,904 %** -0,056 0,18 1
Productivity P 0,000 0,815 0,447
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _ the significance of the coefficients at 10%, 5% and 1% levels, respectively
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The correlation between GDP and labor
productivity is strong and significant at the 1% level
(r=10.904, p < 0.01). The relationship between the
other variables is weak and insignificant.

The features of the Japanese model of the
labor market are well known, which provide
employment guarantees for employees throughout
their working life, an increase in all types of
payments depending, first of all, on the length of
service, provided that employees comply with
certain efficiency standards. Consolidation between
labor and capital is achieved by addressing specific
social issues at the enterprise level, employees are
aware of the problems and income of the firm. The
labor relations system in Japan helps reduce labor

costs through intra-enterprise or inter-enterprise
movement. The enterprises themselves are engaged
in the employment of the laid off workers of large
enterprises.

The Japanese economy has been stagnating for
a long time. The average annual GDP growth over
twenty years (2000-2019) was only 0.9%. Over a
ten-year period (2010-2019), the average annual
growth was: GDP — 1.3%, average wages — 0.4%,
labor productivity — 0.6%. At the same time, the
unemployment rate in Japan remains very low —
2.4% in 2019.

The correlation dependence between GDP,
employment, real wages and labor productivity in
the economy of Kazakhstan is presented in Table 8.

Table 8 — Correlation between GDP, employment, average real wages and labor productivity in Kazakhstan

GDP Employment Wages Productivity
Pearson Correlation 1 0,607*** 0,795%** 0,823%**
GDP p 0,005 0,000 0,000
N 20 20 20
Pearson Correlation 0,607*** 1 0,433* 0,048
Employment p 0,005 0,057 0,84
N 20 20 20
Pearson Correlation 0,795%** 0,433* 1 0,689%**
Wages P 0,000 0,057 0,0008
N 20 20 20
Pearson Correlation 0,823 *** 0,048 0,689%** 1
Productivity P 0,000 0,84 0,0008
N 20 20 20
Notes: 1) compiled by authors
2) *, ** *** _ the significance of the coefficients at 10%, 5% and 1% levels, respectively

The correlation between GDP and employment,
GDP and average real wages, GDP and labor
productivity, labor productivity and average real
wages is strong and significant at the 1% level (r =
0.607, p <0.01; r=0.795, p < 0.01; r=0.823, p <
0.01; r = 0.689, p < 0.01), and there is an average
correlation between the average real wages and
employment, which is significant at the 10% level
(r = 0433, p < 0.1). The relationship between
labor productivity and employment is weak and
insignificant.

Over a ten-year period (2010-2019), the average
annual growth was: GDP — 4.5%, average real
wages — 3.2%, labor productivity — 3.4%. The
unemployment rate in 2019 was 4.8%. Despite

these indicators, progress in promoting the country
is not observed due to insufficient economic
growth, labor productivity and wages. At the same
time, the achieved relatively low level of official
unemployment cannot be a reason for weakening
attention to the problems of the labor market. On
the contrary, the approach that gives priority to this
indicator in assessing the success of the current
socio-economic policy should be revised.

It is clear that low unemployment was achieved
due to low wages and labor productivity. Meanwhile,
the achievement of high rates of productivity growth
due to accelerated technological modernization
of all sectors of the economy, and not only due to
individual sectors of the manufacturing industry,
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can give the proper dynamics to the development of
the economy. The experience of developed countries
shows that in the long term, the introduction of new
technology has a positive effect on their economic
growth and an increase in the standard of living
of the population. Simultaneously with it, the
modernization of the country’s labor market should
be carried out in order to increase its functioning
efficiency and additional influence on economic
growth.

Impact of labor market efficiency on the
competitive position of countries

Success in socio-economic development
can be seen by the rank of a country, which is
determined based on the criterion of the Global
Competitiveness Index (GCI). Below we have
made an attempt to find a possible relationship
between the ranks of countries according to the
GCI criterion and the efficiency of the labor
market (Table 9).

Table 9 — Position of countries in the world economy by GCI and labor market efficiency

Country i3 | gs|ez |2 |dp|ez| 2z |dg |es|is
=1 S8 | 8] | 8] S8 | 8] | 8] S35 S8 | &%
1 2 3 4 5 6 7 8 9 10 11
USA:
GCI 1 2 5 3 3 2
Labor market efficiency 1 3 4 4 6 4 4 4 4 3
UK:
GCI 12 13 12 10 8 10 9 10 7
Labor market efficiency 8 8 8 7 5 5 5 6
Germany:
GCI 7 7 5 6 6 4 5 4 5 5
Labor market efficiency 58 70 70 64 53 41 35 28 22 14
France:
GCI 16 16 15 18 21 23 23 22 21 22
Labor market efficiency 105 67 60 68 66 71 61 51 51 56
Japan:
GCI 9 8 6 9 10 9 6 6 8 9
Labor market efficiency 11 12 13 12 20 23 22 21 19 22
Sweden:
GCI 4 4 2 3 4 6 10 9 6 7
Labor market efficiency 26 19 18 25 25 18 20 20 18 20
Kazakhstan:
GCI 66 67 72 72 51 50 50 42 53 57
Labor market efficiency 12 18 21 21 19 15 15 18 20 35
Total countries 134 133 139 142 144 148 144 140 138 137
Note — compiled by authors based on Global Competitiveness Reports 2008-2018

As can be seen, an improvement in a country’s
rank in terms of labor market efficiency almost
automatically leads to an increase in its GCI rank and
vice versa. This dependence is observed in almost
all countries, but it is especially clearly visible in the
example of Great Britain, Germany and Kazakhstan.
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The practice of the leading countries shows that
states with different models of the labor market can
switch to a high trajectory of development. But it can
also be noted that without improving the mechanism
of the labor market, the development of countries
can go up to a certain level. But further sustainable
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economic growth is possible in countries where the
labor market is undergoing modernization.

Further, a comparison is made of the extent to
which over 10 years the change in the rank of labor
market efficiency of countries was due to changes in
its 7 subindicators (Table 10).

During the decade under review, the United States
retained its high position in the top three countries of
the world, Great Britain and especially Germany and
Sweden have significantly moved up and entered the
top ten countries. France moved up 49 places from

105th place, driven by significant improvements
in the value of indicators such as cooperation in
industrial relations with the employer, flexibility in
determining wages, pay and productivity. But the 56th
place in terms of the efficiency of the labor market,
which is not typical for a developed country, is due
to the deterioration in hiring and firing rates, and the
country’s ability to retain talent. Japan lost ground
significantly, dropping from 11th to 22nd, fueled by
a severe deterioration in wages and productivity, and
talent retention.

Table 10 — Change in the rank of countries by labor market efficiency and its subindicators

Rank by indicators:
o Labor market efficiency subindicators
5
5 o4 5 - 2 s 8
S | 82 | 25 | £, | 22| %3z | Ip | i:
| B2z | zE | EZ| 2E | 285 | 5= | i2
g S22 | EE | PR | £33 | 588 | =zE 38
Country = 35 z 8 £ & = 8 ~ 55 E g g<
2 | Zs 23 | £ | o8| gxaE | BE | &S
,_1 ° 5 o S g 2.8
1 2 3 4 5 6 8 9
USA:
GCI 2008-2009 1 16 10 6 7 10 29
GCI2017-2018 3 14 18 5 13 3 56
UK:
GCI 2008-2009 8 35 23 61 32 19 25 39
GCI2017-2018 6 19 14 8 18 9 6 49
Germany:
GCI 2008-2009 58 27 131 130 51 9 26 34
GCI2017-2018 14 21 114 18 7 17 13 39
France:
GCI 2008-2009 105 132 103 126 82 21 41 37
GCI2017-2018 56 109 59 133 63 22 75 32
Japan:
GCI 2008-2009 11 6 14 111 12 17 14 79
GCI2017-2018 22 7 15 113 40 16 44 77
Sweden:
GCI 2008-2009 26 5 130 102 59 1 18 8
GCI2017-2018 20 8 129 90 34 7 17 14
Kazakhstan:
GCI 2008-2009 12 63 44 4 33 79 57 13
GCI2017-2018 35 68 105 41 50 105 80 28
Note — compiled by authors based on Global Competitiveness Reports 2008-2009, 2017-2018
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The data from the Global Competitiveness Index
show that the labor markets in the United States and
Great Britain are the most flexible, and the labor
market in France was one of the most regulated
(it can be joined by Spain, Italy and number of
other countries, the data for which we do not
present here). This confirms the previously stated
assumption (thesis) that the excessive regulation of
the labor market limits the “freedom” to conclude
labor agreements on working conditions and wages,
and also does not allow employers to set excessive
requirements for workers.

Kazakhstan, which ranked high 12th in terms of
labor market efficiency, dropped 23 positions down.
The reasons are obvious from the data presented: for
almost all subindicators that form the efficiency of
the labor market, there was a significant deterioration
in the situation. They also predetermine the choice
of specific measures to modernize the labor market
in Kazakhstan, which must be linked with measures
for accelerated technological modernization and
the development of an innovative economy in the
country.

Conclusion

The results of the study confirm the possibility
of choosing the option of modernizing the labor
market in Kazakhstan based on the analysis of labor
market models in the leading developed countries
of the world. Under the influence of globalization
processes and the accelerated introduction of the
latest technologies, competition between countries
has intensified. This prompted them to intensify
their search for ways to improve the efficiency
of their labor market models. The EU countries
have developed coordinated policy in the field
of employment and labor market regulation. Its
close connection with the model of the country’s
socio-economic development and the need for
simultaneous modernization of the economy and
reform of the labor market were recognized. The
consistent implementation of the decisions made in

practice allowed the countries under consideration
to maintain their high positions according to the
GCI criterion in the world economy.

Kazakhstan has set the task in the foreseeable
future to enter the cohort of the developed countries
of the world. And as the results of our analysis
show, it is necessary to intensify the development
of'a modern, effective model of the country’s socio-
economic development. Without it, there will be no
urgent need to modernize the domestic labor market.
Currently, Kazakhstan is striving to approach the
characteristics of the labor market of developed
countries, but with the dominance of the previous
model of economic development, significant
differences between labor markets will most likely
not be able to overcome. The values of the labor
market efficiency according to the GCI methodology
showed the presence of regularities reflecting the
relationship between the factors characterizing the
labor market and the long-term economic dynamics
of the countries under consideration. At a time when
the developed countries under consideration have
significantly moved up in ten years on seven out
of ten factors that determine the value of the labor
market efficiency, Kazakhstan, on the contrary,
regressed and significantly worsened its position.

A decisive transition to a new model of
the country’s economic development based on
accelerated technological modernization of the
economy will sharply set the task of overcoming
the lag in these factors, and they will give clear
guidelines in which direction to develop and
implement the modernization model of the labor
market in Kazakhstan. The modernized labor
market will become a driver of additional growth in
the country’s economy.

The results obtained can be taken into
account when developing a national project for
the modernization of the labor market, which,
in our opinion, should become an integral part of
the Program for strategic planning and economic
reform. They may also generate interest in emerging
market economies.
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