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AN OVERVIEW OF THE ECONOMY OF KAZAKHSTAN:
DEVELOPMENT TRENDS BETWEEN 2008-2022

This study aims to provide a comprehensive understanding of Kazakhstan’s economy at present and
review the changes that have occurred over the period from 2008 to 2022. To capture the key macro-
economic aspects, the dynamics and directions of significant indicators for long-term economic growth
were examined, including overall economic productivity, employment structure, and real output. The
study used analytical methods that include trend analysis, structural analysis, comparative analysis (pre/
post analysis), descriptive statistics methods, correlation and regression analysis, as well as theoretical
provisions of macroeconomics. Statistical data published by the Bureau of National Statistics of the
Agency for Strategic Planning and Reforms of the Republic of Kazakhstan, the National Bank of the
Republic of Kazakhstan and international organizations were used. Thus, the purpose of this study is
to review the economy of Kazakhstan, and the result is to identify trends in economic development in
the period from 2008 to 2022. The results obtained during the study allowed us to draw the following
conclusions: the share of the labor force among the population is decreasing and leads to slow economic
growth, household incomes and investment opportunities remain quite low, and solving the country’s
economic security issues is hampered by lopsided exports and inelastic import demand. The results of
the conducted research can be useful in the practical activities of government agencies involved in stra-
tegic development planning of the Republic of Kazakhstan.

Key words: real GDP, employment, productivity, population income, development trends.
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KaszakcTtaH 5KOHOMMKACbIHA LLOAY:
2008-2022 xbIAAAp apaAbIFbIHAAFbI AAMY YpAicTepi

byA 3epTTey KasakcraH akoHomuMKacbiHAa 2008-2022 >KbiaAap apaAblfbiHAQ OOAFaH e3repicTepAi
TaAAQy apkbiAbl KasakcTaH 3KOHOMMKAChl TypaAbl >KaH-KakTbl TYCiHiK 6epyai kesaenai. Herisri
MaKpO3KOHOMMKAAbIK, aCMeKTiAepPAI KaMTY YLLiH >KaArbl 3KOHOMUWKAAbIK, OHIMAIAIKTI, )XYMbICMEH KaMTy
KYPbIAbIMbIH >K8HE HaKTbl BHAIPICTI KOCa aAFaHAQ, Y3aK Mep3iMAil SKOHOMMKAAbIK ©CYAiH MaHbI3AbI
KOPCETKIWTEPiHIH AMHAMMKACbl MeH 6arbiTTapbl 3epTTeAai. 3epTrey 6apbiCbiHAQ CTPATErUsIAbIK,
>KOCrapAay xaHe pedpopmasap areHTTiriHiH YATTbIK cTaTicTiKa 6topocbkl MeH KasakcraH Pecniybamkachl
YATTbIK BaHKiHiH >KoHE XaAblKapaAbIK YbIMAAP >KapUSIAATbIH CTaTUCTUKAABIK AEPEKTEP MaAAAAHBIAAbI.
3epTTey oAicTepiHe TPEHATEPAI TaAAQdy, KYPbIAbIMABIK TaAAdy, aAAblH aAa/KemiHri Taaaay,
CMNATTaAMaAbIK, CTaTUCTUKA, KOPPEASILMSIAbIK-PErPECCUSIAbIK, TAAAQY, TEOPUSIABIK, MaKPO3KOHOMMKAABIK,
npuHUMnTep >artaabl. Ocblraiwa, 6yA 3epTTeyAiH MakcaTbi-KasakcTaH 3KOHOMMKACbIHA LLIOAY >Kacay,
an 3epTtTey HaTmxKeci 2008-2022 XblAAAP aPAAbIFbIHAAFbI SKOHOMMKaHbIH, AaMy YPAICTEPIH aHbIKTay
60AbIN TabblAaAbl. 3epTTey 6apbICbiHAA aAbIHFAH HOTMXKEAEP MbIHaAAM KOPbITbIHAbI KacayFa MyMKIHAIK
6epAi: XaAblK, apaCbIHAAFbI XXYMbIC KYLUIIHIH YAECI TOMEHAEYAE >KOHE OA DKOHOMMKaHbIH 6asiyAayblHa
AABIM KEAEA[, XaAbIKTbIH TabbICbl MEH OHbIH, MHBECTULMSIAbIK, MYMKIHAIKTEDP] aiTapAbIKTai TOMEH GOAbIMN
KAAYAQ, EAAIH SKOHOMMKAABIK, KAyirCi3Airi MoCeAAEpiH ey 3KCMOPTTbIH, GipXKaK ThIAbIFbIMEH XKOHE
MMIMOPTKA CYPaHbICTbIH, UKEMCi3AiriHe 6anAaHbICTbl KMblHAAFaH. YKyprisiAreH 3epTrey HoTMXeAepi
KaszakcraH Pecny6AMKaCbIHbIH, AaMyblH CTPATErmsAbIK, >KOCMApAAQyMeH anHaAbICATblH MEMAEKEeTTIK
KYPbIAbIMAAPAbIH MPAKTUKAABIK, KbIBMETIHAE MarAaAbl HOAYbI MYMKIH.

Ty#in ce3aep: HakTbl XKIO, KyMbICNeH KamTy, 6HIMAIAIK, XaAbIKTbIH TabbICbl, AAMYy TPEHA|.
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0630p skoHOMMKM KaszaxcTaHa:
TeHAeHUMHU pa3BuTus B neproa ¢ 2008 no 2022 roa,

AaHHas paboTa npmsBaHa AaTb YMTaTEAID O6LIee MOHMMaHMe 3KOHOMMKM KazaxcTaHa Ha TekyLLmi
MOMEHT U CAeAaTb 0630p M3MEHEHMIA, NMPOU3OLLEALIMX 3a neproa ¢ 2008 no 2022 roabl. AAg TOro,
YTOObI OXBATUTb OCHOBHbIE MaKPOIKOHOMMYECKME acreKTbl, PACCMOTPEHbI HarNpaBAEHMS M AMHaMMKa
M3MEHEHMIN MoKa3aTeAen, 3HaUYMMbIX AAS AOATOCPOYHOIO POCTA 3KOHOMMKM, TaKMX Kak, Harpumep,
NMPOM3BOAMTEABHOCTb 3KOHOMMKU B LIEAOM, CTPYKTYpa 3aHITOCTM U peaAbHOe MPOM3BOACTBO U AP. B
NPOBEAEHHOM MCCAEAOBaHNM BbIAM MCMOAb30BaHbl METOAbI aHaAM3a, KOTOPbIE BKAIOYAIOT B Ce0s aHa-
AUM3 TPEHAQ, CTPYKTYPHbIN aHaAM3, CPABHUTEAbHbIN aHaAK3 (MPe/MOoCT aHaAM3), METOAbBI OMMCATEAbHOM
CTATUCTUKU, KOPPEASLMOHHO-PErPECCUOHHBIN aHaAM3, @ TaK)Ke TeOPETUYECKME MOAOXKEHUS MAKPOIKO-
HOMMKM. [1pn 3TOM BbIAM MCMOAb30BaHbI CTATUCTMYECKME AAHHbIE, MyOANKYeMble BIopo HaLMOHAAbHOM
CTaTUCTUKM ATEHTCTBA MO CTPATErmyeckomy MAaHMPOBaHMioO 1M pedopmam Pecrybankmn KasaxcraHa,
HaumoHaabHbIM 6aHKOM PK 1 MEXXAYHAPOAHbBIX opraHM3aumm. TakMm oO6pasom, LeAb AQHHOTO UCCAE-
AOBaHUS — 3T0 0630p 3KOHOMMKM KazaxcTaHa, a pe3yAbTaToOM SIBASETCS BbISBAEHME TEHAEHUMIA B pas-
BUTUU 3KOHOMUKM B neproA ¢ 2008 no 2022 roabl. [1oAyyeHHble B XOAE MCCAEAOBaHUS pe3yAbTaTbl
MO3BOAMAM CAEAATb CAEAYIOLLME BbIBOAbL: AOASI PabOUen CUAbI CPEAM HACEAEHMS CHMXKAETCS M MPUBO-
AUT K 3aMEAAEHHOMY MPUPOCTY 3KOHOMUKM, AOXOAbI HACEAEHUS U €r0 MHBECTULIMOHHbIE BO3MOXXHOCTU
OCTalOTC AOCTAaTOUYHO HU3KMMM, PELLEHME BOMPOCOB 3KOHOMMYECKOM Ge30MacHOCTM CTPaHbl 3aTPyA-
HEHO OAHOBOKOCTbIO 3KCMOPTA M HESAACTUYHOCTBIO CMPOCa Ha MMIMOPT. Pe3yAbTaTbl MPOBEAEHHOrO
MCCAEAOBAHMS MOTYT ObITb MOAE3HbI B MPaKTUYECKON AEATEAbHOCTM FOCYAAPCTBEHHbIX CTPYKTYp, 3a-

HUMalOWKMXCA CTpaTerm4eCkmm nAaHMpoBaHMEM Pa3BUTUA PECﬂy6AMKM KazaxcraH.
KaroueBble caoBa: peaAbelﬁ BbIMYCK, 3aHATOCTb, MPON3BOAUTEAbHOCTb, AOXOAblI HACEAEHUSA, TPEH-

Abl Pa3BUTUA.

Introduction

Fifteen years have passed since the global fi-
nancial crisis (GFC). During this period, Kazakh-
stan has faced several significant external shocks,
including the financial crisis, which threatened the
stability of the banking sector, the sharp decline in
oil prices (the country’s main export commodity),
the global economic downturn caused by the pan-
demic, and sanctions imposed by many countries
against Russia.

Over the years, Kazakhstan has implemented
various economic reforms and adopted several
development strategies, including two industrial-
innovative development strategies, pension system
reforms, digitalization of the economy, and the tran-
sition to Industry 4.0, as well as diversification of
the economy.

In 2015, the Kazakh government turned its at-
tention to inflation targeting in its economic policy.
Although this was a necessary measure, inflation
targeting is also a common goal in the economic
policies of developed countries. However, achiev-
ing this goal has proven challenging, even with the
lessons learned from the experiences of other coun-
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tries. Despite the 4-6% target, inflation rate rocketed
to 20.3% in 2022. All these changes driven by inter-
nal and external factors make it necessary to identify
their consequences and conduct an analysis of the
current state of the economy. Therefore, the aim of
this article is to provide some analysis of Kazakh-
stan’s economy.

In the following analysis, we first attempt
to evaluate key indicators such as the long-term
growth rates of real output, productivity, and eco-
nomic security among others. Then, we move on
to assessing the relationships between several eco-
nomic indicators to better understand the expected
consequences of policy measures. To understand the
development of the economy, the following studies
were conducted. Based on the volume of production
in the country, the economic growth rate is deter-
mined. Based on the analysis of foreign trade, the
goods in demand have been identified. Based on the
assessment of labor productivity, conclusions about
the effectiveness of the economy are obtained. The
standard of living of the population has been deter-
mined. The analysis and assessment of investment
opportunities is made. Ultimately, we aim to outline
some of the nearest prospects for economic develop-
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ment based on the analysis conducted and the con-
clusions drawn from this research.

Literature review

The literature on Kazakhstan’s economy is ex-
tensive, with numerous studies focusing on various
aspects of economic development. For instance, re-
search has been conducted on institutional reforms,
industrial development, monetary policy, regional
integration, and its effects on the country’s econo-
my, among other topics. This study, however, aims
to analyze aggregated economic indicators without
delving into specific aspects or sectors to examine
the changes that have occurred in the country’s
economy over the past 15 years and draw conclu-
sions about the overall economic policy implement-
ed during this period.

In contrast to the work by Kuvalgin et al., which
analyzed the country’s development over 30 years
of independence, primarily in comparison with the
Russian economy, our study focuses on evaluating
the economic indicators as a measure and result of
Kazakhstan’s economic policy and attempts to cov-
er the most significant aspects in our view (Kuvalgin
etal., 2022).

One of the significant problems in Kazakhstan’s
economy has been its one-sidedness and resource-
based orientation, inherited from the Soviet past.
Jumadilova (2012) provides a detailed analysis of
the significant role of the oil and gas sector in the
economy of Kazakhstan during 2008-2009. Over
the years of independence, the government has an-
nounced various strategies and programs aimed at
diversifying the economy and increasing the added
value within it. However, Akhmedov (2019) shows
that the dependence of macroeconomic indicators
on oil prices has increased since 2014 compared to
the shocks of 2008, using impulse response analy-
sis on vector autoregression models. Similar results
are obtained by Grigore (2023) using panel data
from the Caspian region, including Kazakhstan, and
Konebayev (2023) used DSGE models. This study
will analyze the role of the oil and gas sector in Ka-
zakhstan’s economy.

Mouraviev and Koulouri (2021a:251) de-
scribe the transition of Kazakhstan’s economy to
market relations since 1991 and discuss the possi-
bilities for sustainable growth. The study provides
a deep analysis of institutional development and
obstacles to diversification and development. This
article can serve as a good supplement, revealing
the economic features of the problems addressed
in that book.

Mukhamediyev B., Temerbulatova Zh (2020)
constructed the model that showed the degree of in-
fluence of the factors to change the global competi-
tiveness index like as gross capital formation, total
factor productivity, average labor productivity, pace
of inflation rate, share of the current account balance
in GDP, share of the employed population in the to-
tal population of the country, oil prices, growth rate
of oil prices.

Yormirzoev (2023) investigates the sources of
long-term economic growth in Central Asian coun-
tries through education and health, using an extend-
ed neoclassical growth model. The data on physical
and human capital in Yormirzoev (2023) are taken
from the Penn World Tables. In this study, we used
only statistical data from Kazakhstan’s National Ac-
counts System.

Mukhamediyev B., Temerbulatova Zh (2021)
concludes that revenues from the export of raw
materials ensure economic growth of economy of
Kazakhstan only in the short term, and long-term
sustainable growth requires diversification of the
country’s economy and exports, in particular, de-
velopment of service sector, development of human
capital and industries with high added value. It is
also important to increase the productivity of basic
sectors of the economy, such as industry, agricul-
ture, transport.

Most studies on economic development of Ka-
zakhstan focus on individual aspects, such as oil (Zh-
uparova, A., et.al., 2020) and gas production, tourist
potential, human capital development (Kuandyk,
Zh., et. al, 2022), and others. All these components
are important for the economy, and rapid growth is
impossible by the development of only one area. In
this study, we attempted to look at the economy of
Kazakhstan as a whole and analyze it through the
prism of its achievements over the past years and
potential for further growth. Therefore, we believe
that this article will be of interest not only to special-
ists in economics but also to a wide range of readers.

Methodology

We utilized data from the bureau of National
Statistics of the agency for Strategic Planning and
Reforms of the Republic of Kazakhstan, the In-
ternational Monetary Fund (IMF), and the World
Bank (WB) for the period since 2008 to 2022, and
for 2023 where such data was available. Primarily,
we compared data from 2008 with data from 2022
or 2023 to visualize changes in the values of eco-
nomic indicators. To test certain theoretical proposi-
tions using empirical data, we applied ordinary least
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squares (OLS) regression analysis with correspond-
ing time series preparation to assess the impact of
fixed asset investments on real GDP growth, as well
as to assess the impact of changes in oil prices on
changes in exports in the country.

Results and Discussion

In this section, we present the results for each
direction in accordance with the research questions
posed in the introductory part of the work. Then, by
comparing the obtained conclusions for each direc-
tion, we synthesize them into a cohesive picture of
the current state of the economy, taking into account
its dynamics over the past years and outlining the
contours of the country’s immediate future in sub-
sequent sections.

Production and Economic Growth

Let us begin with the level of output. Over the
period from 2008 to 2022, the average annual growth
rate of real GDP was 3.5%. However, the difference
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is significant: from -3.95% to 11.25% per year. For
the same period, the average annual growth rate of
real GDP per capita was 1.85% with a deviation of
-3.8% to 7.3% per year.

Over the 15-year period, real GDP per capita
increased by approximately 27% and reached 1645
thousand tenge or 137 thousand tenge per capita (in
2010 prices) or 161 thousand tenge in nominal terms
(in 2022 prices).

GDP grows at higher rates than GDP per capita,
indicating that population growth outpaces produc-
tivity growth in the country. However, this is related
to the fact that the labor force participation rate is
decreasing.

Let us attempt to calculate labor productivity in
the country as a whole by comparing real output to
employment and comparing its dynamics over the
years (Figure 1). In 2022, labor productivity aver-
aged 3,579 thousand tenge per working individual,
and the average annual growth rate of labor produc-
tivity from 2008 to 2022 was approximately 2.5%.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 1 — Labor Productivity Dynamics in Kazakhstan from 2008 to 2022
Note — compiled by the authors according to official data of the bureau of National Statistics
of the agency for Strategic Planning and Reforms of the Republic of Kazakhstan (Dynamic Series — Bureau
of National Statistics of the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan)

Investments and government expenditures with
fiscal multiplier are significant factors in real GDP
growth. However, we will not calculate the fiscal
multiplier in this article. Nevertheless, according to
Bekishev et al. (2023), the fiscal multiplier equals
0.2, indicating that attempts to use an increase in
government expenditures to boost economic growth
are unlikely to yield expected results.
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Export and Import

The economy of Kazakhstan is extremely one-
sided and undiversified. For instance, 77% of the ex-
port structure consists of mineral resources. Imports
contain 32.2% of consumer goods, 47.8% of inter-
mediate goods, and only 20% of investment goods.
Within the 47.8% of intermediate goods, 3.3% are
oil products.
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Let us examine how the structure of exports and
imports by goods has changed over the considered
period. Figure 2 provide data for import in 2008 and
2023, while Figure 3 provide data for export in 2008
and 2023, respectively.

As seen from Figures 2 and 3, the main export
items (2/3) remain mineral resources, specifically
energy and fuel products. A slight decrease in the
share of mineral resources is more related to the
decline in oil prices rather than a decrease in pro-
duction volumes. In 2008, the average oil price
was around $100 per barrel, while in 2023 it was
around $80 per barrel. Machines, equipment, vehi-
cles, instruments, and apparatus also remained the
largest group of imported goods, despite the open-
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ing of several automobile assembly plants in Ka-
zakhstan. Another aspect is that this group includes
not only investment goods such as production
equipment but also consumer goods like computers
and smartphones. It is even more interesting that,
besides chemical products, demand has grown for
imported food products. If we compare this with
the increased export of food products, it becomes
clear that domestic production is exported, while
internal demand is met through imports. This can
be explained by the fact that some food products
(e.g., coffee, exotic fruits) are not produced domes-
tically. However, there is another fact that some
food products (e.g., flour, pasta) of high quality are
in demand abroad.

Products of  Products of Textiles and
the chemical  animal and textile
and related vegetable products
industries origin,
(including prepared
rubbers and foodstuffs
plastics)

m2008 m2023

Figure 2 — The structure of import by group of commodities in 2008 and 2023
Note — compiled by the authors according to official data of (Statistics of foreign, mutual trade
and commodity markets — the bureau of National Statistics of the agency
for Strategic Planning and Reforms of the Republic of Kazakhstan)
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Figure 3 — The structure of export by group of commodities in 2008 and 2023
Note — compiled by the authors according to official data of (Statistics of foreign, mutual trade
and commodity markets — the bureau of National Statistics of the agency for Strategic Planning
and Reforms of the Republic of Kazakhstan)

According to Konebayev (2023), the price of
oil explains 40% of changes in the real exchange
rate and significantly contributes to changes in real
output. We will analyze the data and perform a cal-
culation of the degree of influence of changes in
oil prices on export volumes. We built a regression
function of exports in real terms against changes in
oil prices. We will take the oil price as a differen-
tial value, since there is a first-order integration. The
following estimates were obtained:

Ex = 2530 + 17.67AP (1)

standard error 3.74, p-value of the regression 0.00.
The coefficient of determination was 0.29. This in-
dicates that the oil price is a significant factor in its
export and explains 29% of its fluctuations. Such a
coefficient of determination is more explained by
the production capabilities of the oil sector rather
than the diversification of the export structure.

In theory, volumes of exports and imports cor-
relate with the exchange rate. Strengthening the lo-
cal currency is expected to lead to a decrease in the
competitiveness of export goods on global markets
and an increase in the ability of local residents to
purchase imported goods. Conversely, devaluation
of the currency according to this logic should lead to
a greater export and less attractiveness of imported
goods. Let us examine how shocks to the exchange
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rate affect the country’s trade.

In August 2015, Kazakhstan transitioned to a
flexible exchange rate or, better said, a managed
floating exchange rate, since some interventions still
occur. Tenge depreciated from 185 tenge per US
dollar in the second quarter of 2015 to 300 tenge in
the fourth quarter of 2015. And since then, the aver-
age annual exchange rate has increased. The elas-
ticity of demand for imported goods to changes in
the exchange rate during the period of the flexible
exchange rate regime was approximately 0.5. This
means that demand for imported goods is inelastic
to changes in the exchange rate.

As seen from both quarterly and annual data, the
cost of imports and exports, measured in US dollars,
practically does not correlate with the exchange rate.
Interestingly, the signs of correlation coefficients
are negative for exports and positive for imports. It
can be concluded that a decrease in tenge exchange
rate does not lead to an increase in the competitive-
ness of domestic goods.

Employment

The population growth over the last 15 years
has outpaced employment growth (Figure 4). From
2008 to 2022, the population grew by 25%, while
employment grew by 14%. Let us examine the age
structure of the population. In 2009, the population
of working age accounted for 66% of the total popu-
lation, while in 2023, it accounted for 59%, and the
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employed population accounted for approximately
50% and 45% of the total population, respectively.
The increase in population overall leads to an in-
crease in population density and, as a result, an
increase in competition and market development.
However, if this trend continues, with the decline

25000000
20000000
15000000

10000000

in the share of the working-age population and the
labor force in society, we can draw the following
conclusions: this leads to additional pressure on the
state budget, and the average per capita income de-
creases while maintaining labor productivity and
levels of wages and profits.

.—-—*-HM

.__*_*._.—4—-0—0—0—0—0-—0—'.—0—.—'

5000000

2008200920102011201220132014 201520162017 201820192020 20212022

Figure 4 — Dynamics of population and employed population
Note — compiled by the authors according to official data of (Employment
and Unemployment — Bureau of National Statistics of the Agency for Strategic Planning
and Reforms of the Republic of Kazakhstan)

Since the bureau of National Statistics of the
agency for Strategic Planning and Reforms of the
Republic of Kazakhstan stopped publishing data on
employment by form of ownership from 2022, we
took the latest available data for 2021 and analyzed
its structure.

As seen in Figure 5a, 47% of the total num-
ber of hired workers in the country are employed
by state-owned enterprises. Among the total em-
ployed population, including self-employed indi-
viduals, the share of state sector workers was 23%
(Figure 5b).

For comparison, in 2017, the total number of
hired workers in Kazakhstan was 3,712 thousand
people, of whom 1,751 thousand were employed by
state organizations. This represents 47% of all hired
workers. Therefore, this ratio continues to persist,
and the share of employed workers in the state sec-

tor does not decrease. This situation has its conse-
quences in the form of a significant tax burden on
the real sector of the economy.

Employment by sectors

Let us examine the diversification of sectors in
the economy not by output, since this more accu-
rately reflects which sector generates more taxes,
but by employment of the population, i.e., in which
sectors a large part of the population is employed,
since this approach shows the significance of sectors
for the population directly.

Figure 6 shows the distribution of hired work-
ers in the republic by sectors of the economy (in
percentages of the total) in 2008 and 2023. In total,
there were 7,857.2 thousand hired workers in 2008
(including 3,712 thousand hired workers), and in
2023, there were 9,081.9 thousand hired workers
(including 3,724 thousand hired workers).
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in foreign owned
enterprises

7%

in state-owned
enterprises
479

in private

b)

self-employed employed in the
population public sector
28% %

individual
entrepreneursand Privatesector
farmers employees
2204 27%

Figure 5 — The structure of employment in 2021
the distribution of hired workers by form of ownership, and
the structure of employment
Note — compiled by the authors according to official data of (Employment and Unemployment —
Bureau of National Statistics of the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan)
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Other services
Financial and insurance activities
Accommodation and catering
Arts, entertainment and recreation
Healthcare and social services
Public Administration and Defense; compulsory..
Real estate transactions
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Transport and warehousing
Education
Industry
Wholesale and retail trade; car and motorcycle repair
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Figure 6 — Employment by Type of Economic Activities in 2008 and 2023
Note — compiled by the authors according to official data of (Employment and Unemployment —
Bureau of National Statistics of the Agency for Strategic Planning and Reforms of the Republic of Kazakhstan)

As evident from Figure 6, the structure of em-
ployment by sectors of the economy has changed.
The share of employed individuals in agriculture
has significantly decreased, from 29.9% to 11.8%.
Conversely, the share of workers in trade and edu-
cation has increased. There have been no significant
changes in the share of employment in the sectors of
industry and transportation.

Income

In December 2023, the average nominal per
capita income was 187,100 tenge per month, while
the average monthly wage was 393,605 tenge, and
the median wage was 259,463 tenge. This dispar-
ity reflects the decreasing share of the working-age
population and labor force participation.

Let us compare the per capita income with
the GDP per capita. For 2023, the following data
were calculated: according to statistics, as of Janu-
ary 1, 2024, the population was 20,033,546 people,
and the GDP at current prices for 2023 amounted
to 119,251,165.7 million tenge. Consequently,
the GDP per capita per month was approximately
496,000 tenge, which is 2.65 times higher than the
average nominal per capita income. In other words,
the population receives about 38% of the national
income. Hence, the conclusion that the country is
wealthy, but the people are poor.

Nearly half of the population’s income is spent on
food products. The marginal propensity to consume
food averages 45% of household income. Coupled
with the fact that items such as electronics, household
and transportation equipment, many construction ma-
terials, household chemical products, and other goods
are imported and relatively expensive (for instance,
cell phones are sold by global manufacturers at roughly
the same price worldwide, while the incomes of people
in developed countries and Kazakhstan differ signifi-
cantly), it becomes apparent that living standards in
the country are relatively low. This results in the popu-
lation needing to save for many years to meet basic
needs such as housing or a car, which in turn reflects
the low investment potential of the country.

Loans

A significant socio-economic issue in Kazakh-
stan is the high level of household indebtedness. As
illustrated by Ybrayev (2023), for the first time in
Kazakhstan’s macroeconomic history, the absolute
value of household loans exceeded corporate non-
bank sector loans as of October 2020. The accessi-
bility of consumer loans, along with the population’s
low financial literacy, has led to several negative
consequences, such as problems with banks’ “non-
performing loans,” the emergence of the “personal
bankruptcy” phenomenon, and more.
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Figure 7 — Loans issued by banks to non-bank legal entities and individuals in 2008-2023
Note — compiled by the authors according to official data of (NBC Statistical Bulletin)

Analyzing the data on the volume of loans issued
by commercial banks to businesses and individuals
(Figure 7), it is evident that, with few exceptions, the
volume of loans to both legal and physical entities
has been continuously increasing since 2011. There
was a sharp rise in personal loans in 2021, likely due
to decreased economic activity during the pandemic
in 2020 and a subsequent “compensation” in 2021.
Personal loans have been growing at a faster rate
compared to business loans. Personal loans main-
ly consist of mortgage loans and consumer credits
(Ybrayev, 2023). The growth in the former poses a
latent threat to the economy if such loans are taken
to purchase housing with the intention of generating
rental income. In this case, a “bubble” is being in-
flated, as an oversupply in the rental housing market
could lead to a drop in prices and a sudden inability
of borrowers to service their loans. The number of
mortgage loans where debt payments constitute 70-
80% of household income has increased in recent
years (Ybrayev, 2023, p. 67). Although consumer
loans generate relatively high-interest income, they
are the riskiest and pose a significant threat of “non-
performing loans” or “bad debts”.
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The chart in Figure 8 demonstrates that the de-
dollarization policy significantly impacted bank
loans. There has been an increase in loans denomi-
nated in the national currency, although a small por-
tion remains in foreign currency.

When analyzing determinants of long-term eco-
nomic growth, various factors are typically consid-
ered, such as investment (and savings) ratios, edu-
cation, openness, and different types of institutions.
To study the potential for economic growth, we will
analyze the population’s investment capabilities and
the state’s contribution to human capital.

Investment and Savings

Let’s examine the population’s savings capacity.
Given the available data, this analysis considers sav-
ings in the form of bank deposits by individuals and
non-banking legal entities. We will compare these
to income from wages and net profits. In 2023, the
propensity to save was 38.4% compared to 57.2% in
2008. Hence, the propensity (or ability) to save has
decreased by almost 20% of total income. This de-
cline is attributed to high inflation rates significantly
eroding real incomes while wages remain sticky,
thus increasing the relative share of consumption.
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Economic growth is impossible without invest-
ments. Here, it is appropriate to consider invest-
ments in fixed capital (or capital assets). Over the
15-year period, we will calculate the return on these
investments, i.e., how many tiyns (one hundreds
part of a unit of Kazakh currency) each invested
tenge (unit of Kazakh currency) yields. To do this,
we construct a regression equation of the form (Ju-
madilova, 2017):

VI =a+ BISA

where ¥,5°¢ is a real GDP in the period #+4 (a year
after investments), If 4 is an investment into fixed
capital at ¢, t — respective quarter of a certain year.

Based on data for 2008:Q1-2022:Q4 the follow-
ing estimates were calculated:

YiEm = 47244+ 152154
(525)  (0.4)

R?=0.2. This implies that 20% of the changes in
real GDP can be explained by investments in fixed
capital. Several factors can explain this result: first-
ly, no new deposits have been discovered in the ex-
tractive sector, and changes in production volumes
occur at existing sites; secondly, the service sector,
which does not require significant capital invest-
ments, is growing.

Therefore, based on the estimated model, we
can conclude that investments in capital assets yield

an average return of 52% after one year. However,
given the significant standard error, we can say with
95% confidence that the return can vary from a 30%
loss to a 130% profit.

Education and Human Capital

To assess the role of education and healthcare as
contributions to human capital by the state, we will
examine the proportion of these sectors within the
structure of the state budget. We will use data from
2014 to 2022 to form a comprehensive understand-
ing of the expenditure shares rather than focusing on
a single year.

In 2023, the total volume of services provided
by educational organizations in the Republic of Ka-
zakhstan amounted to 5,392,868 million tenge, of
which 87% was funded by the budget, 11% by funds
received from the population, and 2% by funds from
enterprises.

Healthcare

In 2023, the total volume of services provided
by healthcare and social service organizations in the
Republic of Kazakhstan amounted to 777,007.2 mil-
lion tenge, with 74.6% funded by the budget, 16.6%
by funds received from the population, and 8.8% by
funds from enterprises.

Thus, 4,691,795 million tenge was spent on
education from the budget, while 2,473,881 million
tenge was spent on healthcare and social services,
which is 52% of the education budget.

Let us now consider the structure of government
expenditures from 2014 to 2023.
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Table 1 — Structure of the state budget expenditures in 2014-2023

2017

2018

2019

2020

2021

2022

2023

Expenditures 2014 2015 2016

Public services of a general 6.2 85 6.6

52 54 5.5 52 4.8 6.1 6.0

judicial, penal activities

nature
Defense 55 5.5 46 3.6 48 55 40 4.1 5.6 47
Public order, security, legal, 77 6.8 62 57 7.0 62 6.1 56 6.7 6.5

Education 174 | 166 | 177 | 148 | 171 | 172 | 188 | 205 | 229 | 234
Public Health 110 | 105 | 11.0 9.0 10.3 9.5 117 | 126 22 22
Social assistance and social 199 | 208 | 209 | 184 | 242 | 256 | 226 | 224 | 228 | 213
security

Housing and Utilities 7.1 5.4 54 5.5 6.6 6.7 8.4 6.9 6.6 7.7

Culture, sports, tourism and

. . 3.8 3.6 3.5
information space

32 4.0 3.4 3.0 29 35 35

Fuel and energy complex and

subsoil use 1.6 1.4 I

1.1 1.1 0.9 1.0 0.9 1.1 1.4

Agriculture, water, forestry,
fisheries, specially protected
natural areas, environmental 4.5 4.6 4.4
and wildlife protection, land
relations

3.8 4.4 43 4.0 4.0 4.1 4.0

Industry, architectural, urban

planning and construction 0.5 0.7 0.5 0.2 0.3 0.5 0.6 0.3 0.6 0.4
activities

Transport and communications 7.9 8.3 8.1 6.8 7.3 6.6 6.4 5.7 6.9 7.0
Others 3.7 3.8 4.3 18.7 2.0 3.0 3.6 3.5 3.8 43
Debt servicing 3.0 3.6 5.5 3.7 52 5.0 4.6 5.7 6.9 7.5
Transfers 0.0 0.0 0.1 0.2 0.1 0.0 0.0 0.0 0.0 0.0

Agencies (UPIR GO))

Note — compiled by the authors according to official data of (GOV.KZ — Unified Platform of Internet Resources of Government

From the data presented in Table 1, several con-
clusions can be drawn:

Overall, the relative proportions of expendi-
ture categories remain consistent year to year, with
the notable exception of healthcare expenditures,
which have sharply decreased following the imple-
mentation of the mandatory health insurance sys-
tem. There has been a significant increase in the
share of expenditures on debt servicing and educa-
tion. Consequently, the reallocation of funds from
healthcare financing to the insurance fund has not
led to an increase in government investments but
has instead been directed towards servicing public
debt.

Given the substantial budgetary expenditures
on education and science, one would expect these
investments to result in growth and potentially an
increase in the share of high-tech sectors, as well
as an overall improvement in labor productivity.
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However, the growth rate remains relatively low for
a developing economy. This can be partially attrib-
uted to the “brain drain” phenomenon, where skilled
individuals, having received their education in the
country (largely funded by the state budget), emi-
grate abroad. Thus, the return on government invest-
ments in education is low.

From 2008 to 2023, a total of 399,613 people
emigrated from the country, of whom 277,724
(69%) were professionals, and 34% had higher edu-
cation. During the same period, 306,014 people im-
migrated to the country, of whom 130,931 (43%)
had vocational or higher education (17% had higher
education). Figure 10 clearly illustrates the quality
of migration in terms of education level.

Therefore, it can be concluded that government
investments in education and human capital do not
lead to the expected productivity growth due to the
emigration of skilled personnel.
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Figure 10 — Net Migration Balance of the Population of the Republic of Kazakhstan
by Education Level since 2008 to 2023
Note — compiled by the authors according to official data of (Dynamic Series —
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Thus, alongside the annual investments in edu-
cation and science, a well-thought-out policy must
be implemented to stimulate the development of hu-
man resources within the country to ensure produc-
tivity and output growth.

Conclusion

The average growth rate of real output is less
than 2 percent per year, which is quite low for devel-
oping economies worldwide. Attempts to diversify
the economy have not resulted in significant shifts
in the structure of exports and imports. Given the
substantial share of oil and gas products in exports,
the economy and the exchange rate remain highly
dependent on global oil prices. This is corroborated
by Grigore (2023) findings, where the authors con-
cluded that exports and oil production have a direct,
positive, and statistically significant influence on
economic growth.

Konebaev (2023) used a DSGE model to dem-
onstrate that oil price shocks account for more than
40% of the deviations in the real exchange rate in
the long term and affect real GDP growth. The over-
whelming dominance of mineral resources in the
export structure has persisted over the past 15 years,
perpetuating the problem of an extractive-focused
economy and a high dependency on changes in the
global energy market and oil prices. Akhmedov
(2019) concluded that the dependence of Kazakh-

stan’s economy on oil price fluctuations has intensi-
fied since 2008.

Our study found that the average labor produc-
tivity growth since 2008 to 2022 was approximately
2.5%, whereas Yormirzoev (2023) calculated a rate
of 2.17% for 2010-2019 and 1.4% for the period
since 1990 to 2019. Yormirzoev (2023) examined
the long-term economic indicators of Central Asian
countries and concluded that the average total factor
productivity (TFP) growth rates during the indepen-
dence period were not remarkable.

Real household incomes and purchasing power
remain low. Given the high proportion of autono-
mous consumption, private investment opportuni-
ties are minimal. Despite increased revenues from
the sale of natural resources, the population receives
only about a third of this income.

Considering the outflow of skilled profession-
als from the country despite substantial state sub-
sidies for education, it seems more prudent to cre-
ate a more competitive environment for educational
institutions. This would involve balancing state ex-
penditures on education with appropriate incentives
for human resource development within the country
and creating conditions for professional growth to
reduce brain drain. This can be achieved by grant-
ing greater autonomy to educational organizations
alongside an adequate system for monitoring and
incentivizing education quality, as proposed by
Mouraviev and Koulouri (2021b:256).
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