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TRANSITION ECONOMIES: KAZAKHSTAN’S PROGRESS

Abstract. Economic growth is the most important issue in an economic
theory. It’s theoretical analysis acquires special significance in the conditions
of Kazakhstan's transition from a command-administrative, industrial economy
to a social-market system. In these conditions, the criterion for the success of
development of market economy is not just a quantitative increase in output,
but also a qualitative improvement in the structure of GDP: an increase in the
share of high-tech industrial products, competitive durable goods, etc. This can
be achieved by reforming the industrial sector of the economy. Author
analyzed main economic indicators of Kazakhstan since 90’s to current years
and noted current stage in the transition.
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AnaaTna. DKOHOMHKAIBIK ©Cy OSKOHOMHUKAJBIK TEOPUSHBIH €H
MaHbBI3ABl  Moceneci  Oompim  TaObuianbl.  Ka3zakcTaHHBIH — YKOCHAPIIBI
OKOHOMHKAJIaH, WHAYCTPHUSUIIBl JKOHOMHKA, HAPBIKTHIK JKOHOMHUKAra OTy
KarJIalbIHIIa TEOPUSUIBIK TalJlay epeKie MoHre ue OOk OThIp. HapbIKThIK
SKOHOMHKAHBI JIAMBITY JKaFJlabIHIA CaHIBIK OHIIPICTIH ecyl FaHa eMec,
YKOFaphl TEXHOJIOTHSJIBI OHEPKICINTIK OHIMACP MEH 0ocekere KaOUIeTTi y3ak
yaKkpIT TaianaHplIaTBIH Tayapiap YJeciH ecipy apkpuibl lmki JKammsr
OHIMHIH camaibl KYpPBUIBIMBIH JKaKcapTy Kepek. byraH SKOHOMHKaHBIH
OHEPKACIINTIK CEKTOPBIH pedopMaay apKbUIbl KOJ KETKi3yre 0oyiagsl. ABTOP
KazakcranupiH ~ 90-mbI  KbUIZapAaH  OacTam  HETi3ri  9KOHOMHKAJBIK
KOPCETKINITEePiH capaar, Ka3ipri eTnen Ke3eHHIH MPOTPECCiH aTarl oTTi.
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Tyiiin ce3mep: PKOHOMHUKAIBIK TEOpHUs, OTIHEN Ke3eH dKOHOMHUKACHI,
HApBIKTBIK HSKOHOMMKA, SKOHOMHUKAIBIK ©cy, Ka3akcTaH »KOHOMMKACHI,
SKOHOMMKAJIBIK J1aMy.

*h%

AHHOTAIUsl. DKOHOMUYECKHUH pOCT SBIsIeTCS HauOoliee BaKHBIM
BOIIPOCOM B SKOHOMHYECKOW Teopuu. TeopeThyeckwii aHaiu3 npuooOperaet
ocoboe 3HaueHWe B YCIOBHUSAX TMepexoma Kazaxcrana oOT TIIaHOBOI,
WHIYCTPUAIIBHOM 3KOHOMHUKH K PBIHOYHOM HSKOHOMHKE. B 3THUX yClOBHSX
KPUTEPUEM YCIIEXA PA3BUTUS PHIHOYHOM JKOHOMHUKHU SBISETCS HE TOJBKO
KOJINYECTBEHHBI POCT MPOU3BOACTBA, HO M KAYECTBEHHOE YJIyYIIICHUE
ctpykrypsl BBII: yBenuuenue 101 BBICOKOTEXHOJOTUYHOW MPOMBIIUIEHHON
MPOYKINH, KOHKYPEHTOCITIOCOOHBIX TOBAPOB JIUTEILHOTO MOJIh30BAHMS U T.
1. DTO MOXKET OBbITh JTOCTHUTHYTO MyTeM pedOpMUPOBAHUS MPOMBIIIICHHOTO
CEeKTOpa ASKOHOMHUKH. ABTOp NpPOAHATU3UPOBAT OCHOBHBIE IKOHOMHYECKHE
nokazatenu Kazaxcrana ¢ 90-X TogoB MO HBIHENIHUE TOJAbl WU OMHCAI
COBPEMEHHBIN MEPEXOIHBIN ATaIl.

KiroueBble c¢ji0Ba: SKOHOMUYECKas TEOpHUs, YKOHOMHKA MEPEXOJHOTO
MepuoJia, PHIHOYHAS SKOHOMHKA, DJKOHOMHYECKHA POCT, HSKOHOMHKA
Kazaxcrana, 5KOHOMHUYECKOE pa3BUTHE.

The transition economy of Kazakhstan after gaining independence in
1992 includes two different periods. The events of 1992-1999 — this is the
complexity of the transition period, the years of the country’s exit from the
crisis phase, and 2000-2010 — the period of reconstruction and modernization
of the economy. In these years, the crisis was eliminated, the real sector raised,
which gave a multiplicative effect in all spheres of the socio-economic life of
the country.

In 1992, Kazakhstan like other CIS countries tried to experiment with the
policy of shock therapy. The consequences of such a rigid and straightforward
economic policy in a country that did not have capable and strong institutions
turned out to be negative. As a result of sudden price liberalization
implemented in the absence of institutions and legally sound rules that ensure
normal market competition, chronic inflation has emerged. Liberalization of
foreign trade without the creation of appropriate safeguards in an environment
of disorganization of production led to a sharp increase in imports of finished
products, which led to serious trade disbalance.

An unprecedented break in the established economic ties between the
enterprises of the former USSR had a detrimental effect on the socio-economic
situation of the country. Main manufacturing enterprises were concentrated in
the western territory of the USSR (the Baltic States, Ukraine, Belarus).
Kazakhstan remained a raw material appendage of the former USSR and the
main supplier of natural resources for manufacturing enterprises. In fact, after
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the collapse of the Soviet Union, Kazakhstan had to build a completely new
economic model and a system based on the principles of a market economy.
The monetary policy of the country during the transformation period carried
out by the Central Bank of the Russian Federation did not bring the expected
results to Kazakhstan, which was in the ruble zone, due to the lack of monetary
independence of specific levers to ensure the monetary balance. The result of
this is high inflation with consequent consequences [1].

Under the current circumstances, it was necessary to build an effective
management that met the needs of the transition period, carry out radical
reforms in the economy, curb inflation, stabilize the social situation, and
formulate a system of public administration. And problems had to be solved
simultaneously.

An important event of the 1990s was the introduction in November
1993 of our own currency, the tenge, which allowed for the formation of a
sovereign monetary system. Macroeconomic and financial stabilization in
Kazakhstan was facilitated by the creation of a domestic banking system that in
a short time became the CIS leader in terms of its development level.

In the 1990s, the state pursued an active policy to create an attractive
investment climate, guaranteeing a firm compliance with its contractual
obligations. As a result, in the first years of reform, the inflow of foreign
investment totaled billions of dollars. The industry has received the latest
technology and modern production and management experience.

Social stability also needed to ensure urgently too. In return for
traditional mechanisms of population support destroyed by the crises of the
1990s, new models of social protection were created. Timely measures taken in
this sphere helped Kazakhstanis to withstand the difficulties of the first years of
the existence of sovereign Kazakhstan, to maintain the population’s confidence
in the state.

The period of the economic boom that preceded the world crisis of
2008-20009.

Since 2000 the republic has entered a new stage of social and economic
development. The economic depression of the late 90s was replaced by a
period of rapid growth. The inflow of foreign investments into the country
grew, the industrial production increased rapidly, the financial system was
strengthened, and the possibilities of the Republican budget significantly
expanded.

The main external factor contributing to the growth of the national
economy was the improvement of the world market situation in relation to the
main export goods of Kazakhstan. The domestic political environment and
macroeconomic stability increased domestic demand and led to higher living
standards and a favorable investment climate acted as internal factors that had a
positive impact on the economic growth rate.
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At the initial stage of the reforms, the model of economic development was
based on high rates of development of oil and gas fields. During this period, the
basis was laid for further economic growth, including the implementation of
restrictive monetary policy, the establishment of strict conditions for spending
the state budget funds, the completion of price liberalization, the adoption of a
number of systemically important legislative acts, the conclusion of agreements
with international financial organizations on loans for the implementation of
stabilization and structural and institutional reforms.

Since 2000 the issues of liquidating the debts of the state and
enterprises have been resolved; continued reforms in the production, financial
and budget sectors; further institutional changes were carried out. The
Development Bank of Kazakhstan was established and a monetary amnesty
was held. Laws on financial leasing, construction savings, mortgage lending,
insurance activities, the Tax, Land, Forest and Water Codes were developed
and approved. As a result of the reforms, the growth rates of production
increased, and the socio-economic situation in the country improved.

The effectiveness of the current stage of development of Kazakhstan

The essence of the current stage of the country’s development is the
implementation of multi-vector advanced steps in all directions. One integrated
indicator of progress can be cited: “In 1994, GDP per capita was just over
seven hundred dollars. By January 1, 2011, it had grown more than 12 times
and exceeded 9 thousand US dollars. World experience shows that in the first
20 years of independence no country achieved such result. For example, South
Korea’s per capita GDP in the first two decades of sovereign development has
grown 3 times, Malaysia — 2 times, Singapore — 4 times, Hungary — 5 times,
Poland — 4 times”[2].

During the economic boom that preceded the world crisis of 2008-
2009, the annual growth rates of GDP in Kazakhstan were 8-10% per year. At
the same time, the experience of the late 1990s dictated the need for early
preparation for a possible offensive of unfavorable economic conditions. In this
regard, given the cyclical ups and downs of the world economy, with which the
country is closely integrated, a very far-sighted decision was the creation of the
National Fund in 2001. This played a decisive role in overcoming the
consequences of the new global economic crisis of 2008-2009. Recognizing as
early as 2007 the first signs of an impending global economic storm, the Head
of State instructed to urgently prepare a national anti-crisis program, using all
mechanisms of state regulation, including the means of a pre-established
financial “airbag”— the National Fund.

Among other states of the world, Kazakhstan was one of the first
countries to overcome the consequences of the global financial crisis and back
on the trajectory of sustainable economic growth. Manufacturers of domestic
goods in practice received a support of the state during the implementation of
integrated business support programs (Business Roadmap 2020). The
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Government of the Republic of Kazakhstan launched the Program for
Modernization of Operating Enterprises “Productivity-2020”, aimed at helping
enterprises to increase the efficiency of their activities through cost reduction.
There are positive changes in the labor market. The Millennium Development
Goals adopted at the UN World Summit in 2000 were fulfilled ahead of
schedule: the country managed to reduce the unemployment rate from 12.8% in
2000 to 5.5% in 2015 [3].

As is known, in August 2014 the State Program of Forced Industrial-
Innovative Development of Kazakhstan in 2015-2019 was published[4].
Results of its implementation will be: an increase in the volume of
manufactured goods produced by the manufacturing industry by 43% in real
terms;the growth of gross added value in the manufacturing industry by at least
1.4 times in real terms;growth of labor productivity in the manufacturing
industry by 1.4 times in real terms;increase in the value of non-raw (processed)
exports by at least 1.1 times;reduction of energy intensity of the manufacturing
industry by at least 15%;the growth of employment in the manufacturing
industry by 29.2 thousand people.

Unsolved socio-economic problems in Kazakhstan

In the future, Kazakhstan must become one of the most effectively
developing countries in the world creating high standards of living for citizens.
It is required to learn to produce competitive products in the shortest possible
time, by making a rapid transition to international norms and rules. It is
necessary to achieve a stable position in international markets with the main
emphasis to be made on the country’s industrial and innovative development.
In other words, Kazakhstan’s way in the future is a broad highway of
industrial-innovative development. The are several ways to reach such goal.

First, we need to adopt a fundamentally new development paradigm,
the basis of which is not the pursuit of maximum profit but educated and
bright-minded population. Taking into account the fact that Kazakhstan ranked
#122 in Corruption Perception Index 2017, we need to build highly responsible
and educated generation[5].

Secondly, we must bear in mind that the world is on the threshold of the
fifth technological revolution. In order not to lag behind we need to invest and
develop new technologies. This road years ago passed by leading countries
such as Japan, South Korea, Malaysia, India, Brazil, and others.

Thirdly, within the framework of the new innovation policy, there are 3
priorities: high technologies, green technologies, and alternative energy, as
well as everything related to the training of qualified personnel as the basis of
any innovation.

Fourth, in the forefront of modernization should be medium and small
enterprises, which need to effectively use all available resources and
opportunities.
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Fifth, it is necessary to create a dynamic intellectual property market.
Kazakhstan should have a strong legislative base for the activities of innovators
with the effective legal protection of copyright and patent rights.

Summarizing the above, it can be noted that the formation of an
innovative economy is a non-alternative option for the development of
Kazakhstan in the 21st century. Achieved success in economic development
and political stability allow putting further development of Kazakhstan on a
stable modern and prospective basis. The country has to make a historic
breakthrough, become an integral and dynamic part of the world markets for
goods, services, labor, capital, modern ideas, and technologies.
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