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Trends in the development of the national economy in the
context of a pandemic

Abstract. Authors reviewed the current state of the national economy and conducted a study
about the role of trade in the development of Kazakhstan because our country can benefit from
growth in the markets of China, Europe, and Central Asia. Continuous implementation of
structural reforms is critically important for sustaining strong and more inclusive economic
growth. Kazakhstan has made improvements in export geography diversification. According to
the forecast, the Kazakh economy will grow in conditions of weak demand from major trading
partners and decrease of earlier measures domestic demand stimulation effect.

The slowdown in growth over the past ten years is due to insufficient productivity growth. The
increase in social spending carried out this year has strengthened domestic demand and supported
economic growth, although it has led to an increase in inflation, to accelerate the pace of economic
growth, it is necessary to increase productivity.

The authors conducted an analysis of monetary policy aimed at maintaining price stability, and
the inflation rate within the target corridor of the NBK. The increase in domestic demand caused
an increase in the current account deficit and an increase in inflation, but the measures taken by
the National Bank of Kazakhstan (NBK) to control inflation helped strengthen macroeconomic
stability. In this regard, it is necessary to resume the active implementation of structural reforms
to increase productivity and attract much-needed foreign investment in the non-oil economy.
The policy measures taken so far by the State to support socially vulnerable segments of the
population, together with decisive steps to create jobs, will help reduce poverty.

The trade and export of goods in the economic development of Kazakhstan are analyzed, the
advantages of growth in the markets of China, Europe, and Central Asia are revealed. Trade
provides opportunities for economic growth and diversification beyond the oil sector.
Keywords: economic diversification, world economy, market, world prices, global trade,
Kazakhstani exports, structural reforms, monetary policy.
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Introduction because the positive effect of the fiscal stimulus

is likely to diminish. Global economic growth

Against the backdrop of growing external is expected to pick up slightly in 2020, but if
risks and vulnerability to economic shocks, growth in the European Union (EU), China, and
growth deceleration is noted in 2020. In 2020, Russia will be worse than expected, this could
economic growth is composed of 3.7 percent, affect the demand and prices for goods related to
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Kazakhstani exports. The updated forecasts also
indicate that global commodity prices are likely
to decline due to high supply volumes and low
global demand levels.

Considering the weak position of the banking
sector and small perspectives for a significant
increase in growth rates in the medium term, a
further increase in retail lending may increase the
risks of economic weakness.

Recently, economic growth has continued
against the backdrop of external environment
weakening, which happened decline to 2.6%
in 2019 because of a decline in global trade
and investment. The average growth rate of
Kazakhstan>s main trading partners as the EU,
China, and Russia, will decline to 1.7% in 2019
from 3% in 2018 [1].

Weak global trade activity and low oil prices
negatively affected Kazakhstani exports and
pushed the current account deficit to 2.6 percent
of GDP.

Fiscal stimulation helped to strengthen the
domestic demand, but structural constraints are
hampering further economic growth. Theincrease
in budget spending is happened to a growth of
the non-oil budget deficit to about 8.6% of GDP
in 2019, which is higher than last year>s figure of
7.6%. The economic policy measures that were
implemented included the write of debt servicing
loans for 443,000 citizens and increase of social
spending to 5% of GDP in 2019 in comparison
with 4.4% in 2018. Subsidizing of housing loans
continued but in much less volume than in
previous years. The increase in domestic demand
triggered an increase in current account deficit
and inflation, but inflation control measures
taken by the National Bank of Kazakhstan (NBK)
helped to establish macroeconomic stability.
Nevertheless, the growth in the real sector of the
economy is largely constrained by non-tradable
services that include construction, trade, and
transportation services while growth in the oil
sector is weakened by low prices and production
volumes.

Corporate lending in the banking sector
remains weak and it’s explained by low business
demand combined with banks propensity for
low risks. While Kazakhstan>s GDP growth is

currently higher among the half of the countries
with a similarlevel of development, itis important
to deepen structural reforms, so the Kazakhstani
economy enters the 30 world’s most developed
economies by 2050.

Continuous implementation of structural
reforms is critically important for sustaining high
and more inclusive economic growth. President
Tokayev emphasized the need to implement
the concept of a “listening state” in his annual
Address to the people of Kazakhstan in September
2019, and called to improve living standards,
overcome inequalities in service delivery and
strengthen civil society. The National Council of
Public Confidence was formed and held its first
meeting to listen to the civil society organizations
and involve various stakeholders in the design
and implementation of government programs
including the ones on the local level. The
government also promised to increase financial
support for low-income households, improve
the government pension system and introduce
compulsory health insurance [2].

The purpose of the study is to analyze the
current state of the national economy and the
role of trade in the development of Kazakhstan,
which is because our country can benefit from
growth in the markets of China, Europe, and
Central Asia.

Research objectives:

- to determine the main directions of
development of the national economy;

- analyze the role of trade in the development
of Kazakhstan, and the country can benefit from
growth in the markets of China, Europe, and
Central Asia;

- substantiate the direction of monetary policy
to maintain price stability.

Literature Review. Theissues of the development
of the national economy were considered in
the works O.S. Sabden «Competitiveness of
the national economy: evaluation criteria and
ways to improve efficiency», U.B. Baimuratova
«Modernization of thereal sector of theeconomy of
the Republic of Kazakhstan as the most important
factor of competitiveness», Schumpeter A. «The
theory of economic development: the study of
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entrepreneurial profit, capital, credit, interest and
the cycle of conjuncture», in a scientific article
Bakirbekova A.M., Baktymbet A.S., Baktymbet
S.S. «Assessment of the innovative potential of
the economy of the Republic of Kazakhstan»,
and, static data and program documents such
as were also used and applied in the analysis:
Bureau of National Statistics of the Agency for
Strategic Planning and Reforms of the Republic
of Kazakhstan, Decree of the President of the
Republic of Kazakhstan No. 626 dated February
18, 2018 «Strategic Development Plan of the
Republic of Kazakhstan until 2025», «Forecast
of socio-economic development of the country
for 2022-2026» Ministry of National Economy,
«Report on the economy of Kazakhstan, summer
2021: The turning point of the Covid -19 crisis».
The World Bank in Kazakhstan

Methodology

Kazakhstan has made improvements in the
diversification of export geography According
to the forecast, Kazakhstan>s economy will grow
in the face of weak demand from major trading
partners and a decrease in the effect of previously
taken measures to stimulate domestic demand.

To implement the set research tasks, the
following manual methods were used: analysis
of scientific literature, comparative analysis,
monitoring, and analysis of monetary policy. The
analysis of the scientific literature on the research
problem presupposes the use of methods of
systematization and generalization. General
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6
4
2 —
0 —
2016 2017
-2

Investment

scientific principles and methods were applied
analysis and synthesis systematic approach.

Discussion and results

However, against a backdrop of stagnant
productivity, some important reforms require
strong political support: solving problems
in the banking sector, increasing efficiency
and improvement of public services, limit in
the growth of state-owned enterprises, and
improving oil revenue use.

Trade plays an important role in Kazakhstans
development and the country can benefit from
the growth of Chinese, European, and Central
Asian markets [3].

Trade provides opportunities for economic
growth and diversification outside the oil
sector. However, to use these opportunities,
Kazakhstan needs to implement additional
system reforms such as improvement of transport
logistics, facilitating trade, and maintaining
the functioning of production factors markets
(finance, land, labor). To develop a policy to
increase the competitiveness of non-resource
exports is extremely important to understand the
current dynamics and challenges in the field of
exports [4].

Kazakhstan made improvements in the
diversification of export geography, the quality
of exports, excluding commodities remains
relatively low and the survival rate of exports
after the first year outside the markets of the
Eurasian Economic Union (EAEU) or the
Commonwealth of Independent States (CIS) is

I Net export —=@=—GDP

2018 2019

Figure 1 — Contribution of consumption, investment,
export to GDP of Kazakhstan for 2016 -first six-month 2020, in%

Note - compiled by the authors
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Figure 2 — Contribution of services and trade to GDP growth in Kazakhstan for
2016 —first six months 2020, in%

Note - compiled by the authors

below than 50%. OECD data on added value in
trade show that Kazakhstani exporters used less
imported resources than ten years ago that is
indicating a decrease in participation in global
supply chains [5].

The economy continues to grow at a strong
pace amid strengthening domestic demand and
activity in the services sector. Preliminary data
show that real GDP grew by 4.3% in January-
September 2019reflecting a significant increase in
household and business activity (Figure 1).

The data for the first half of 2019 shows that
the annual growth in real consumer spending
was 5.9%, exceeding the 4.5% recorded in the
same period of 2018. Household spending was
supported by higher wages, social assistance,
and increased demand for consumer loans.

Enterprise investments increased by an
additional 5.7% over the period and this
growth is likely to be primarily linked to capital

expenditures in the mining industry and housing
construction activities. Over the past two years,
net exports have provided significant additional
GDP growth, this year its contribution to GDP
has declined due to increased imports.

Real exports grew by 4.2% but didn’t reach the
last year>s figure of 8.9% due to a slowdown in oil
production growth, mainly in export positions,
while imports that are supported by fiscal
stimulation measures taken this year rose by
10.5%, which significantly exceeds 2.7% over the
period under review. On the supply side growth
was driven mainly by the trade and transport
services sector (Figure 2).

Mining and industrial production remain
small compared to last year driven by the
global trade weakening. Oil production fell
0.5% in January-September due to scheduled
maintenance at major oil fields while industrial
activity showed a slight increase of 3.5%.

20 Foodstuf (38%)
Non-foodstuf(30%)
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Figure 3 — Growth in food prices, contribution to the inflation rate, in%

Note - compiled by the authors
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Figure 4 — Import prices in Kazakhstan for 2017-2019, changes in import prices and exchange rates

Note - compiled by the authors

Food prices increased to 9.1% in September
and that number is significantly above a year
high of 5.7%, while non-food price inflation has
dropped to 5.4% in recent months in comparison
with 7.7% in September 2018. A lower yield is
associated with cold weather and therefore lower
yield level this year is likely to affect the supply
of grain for recycling processes and will affect
prices. In October the tenge depreciated against
the US dollar by about 6% in nominal value in
comparison with the rate 12 months earlier. In
response, import price inflation already increased
to 8.1% year-on-year in August 2019 up from
7.8% in August 2018 (Figure 4).

This appears to reflect rising inflationary
expectations and is likely to influence future
wage and price-setting expectations. So far, the
influence of these factors has manifested itself
in food prices and to a lesser extent in prices for
durable goods. But overall, being not focused on
fluctuations in recent months, inflation has shown
a downward trend over the past three years and
has dropped below the highest indicators of 2016.

Thus, the slowdown in growth over the past
ten years is linked to insufficient productivity
growth. In terms of the external environment,
no big improvements are expected in 2021.
This year>s increase in social spending has
strengthened domestic demand and supported
economic growth but at the same time, increased
inflation but an increase in productivity is needed
for the acceleration of economic growth.

The growth in the number of universities has
a positive effect on the economic development
of the country. According to the UK>s National
Bureau of Economic Research, doubling the
number of universities will lead to a 4% increase
in GDP per capita in the region.

In addition to the growing role of universities
in economic development, universities are being
a part of the urban environment, they serve the
community, develop international connections
and
Kazakhstan is in the top 30 countries with the
highest concentration of universities in the world.
More than 28 thousand universities are training
specialists in 210 countries worldwide [6].

According to the forecast, the economy of
Kazakhstan will grow in conditions of weak
demand from the main trading partners and
decrease in the effect of previously adopted
measures of domestic demand stimulation [7].
The World Bank predicts that the economy will
grow 4.0% in 2019 and up 3.7% in 2021.

Household spending and investments are
expected to drive further demand but to a lesser
extent than in previous years. On the supply
side, demand will be supported by the services
sector. Low efficiency in the manufacturing
sector associated with weak FDI flows outside
the oil and gas sector reduces economic growth.
Due to low oil prices on the world market and
an increase in domestic demand for imports, the
current account is likely to remain in deficit in

promote  technological  innovation.
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the medium term. At the same time, the NBK>s
currency reserves remain sufficient as they can
cover at least nine months of imports.

The further growth of the Tengiz oil field
through 2022 is expected to be the main source
of FDI inflows in the coming years. FDI in other
sectors could potentially increase if Kazakhstan
its commitments under
the World Trade Organization and bilateral
agreements of the EAEU.

As monetary policy will continue to focus

continues to fulfill

on the maintenance of price stability, inflation
is forecasted to stabilize within the NBK target
corridor. However, fiscal policy measures,
rising
domestic price pressures, and exchange rate
volatility could heighten inflation expectations.
To regulate the level of inflation and effectively
manage expectations the

National Bank needs to continue to improve

including increased social spending,

inflationary

its communication strategy and strengthen
the influence of the interest rate on lending
activity. While the state budget is expected to
remain stable, fiscal consolidation measures
activity needs to be continued. The 2019 budget
adjustment includes additional spending on
social assistance, infrastructure, and subsidies for
SMEs that will raise the non-oil deficit to 8.6% of
GDP (Table 1).

In 2022 the government will increase spending
on social assistance for low-income households,
education workers” wages, contributions to
pensions, and health care costs. The non-oil
deficit in 2020 will be 7.6% [7]. To ensure fiscal
sustainability the government needs to continue
its policy of reducing the non-oil deficit. The
increase in spending in this area should be
accompanied by an increase in non-oil revenues.
In addition, budget consolidation remains a
priority because the government has already
announced a reduction in planned transfers from
the National Fund to the budget.

Conclusion

The economy>s vulnerability to external shocks
remains the main source of risk for growth and
poverty reduction in the medium term. Global
economic forecasts and growth expectations for
developing countries remain highly uncertain.
In September 2019, global trade decreased by 1%
tons compared to the same period last year. So, in
2020, it decreased to 2.6%, the lowest level since
2009, and rebound slightly in 2021.

The trade war between China and the United
States has weakened investor confidence and FDI
flows. The growth of the Chinese economy was
less than expected and this could affect further

Table 1
Baseline scenario: main macroeconomic indicators of the Republic of
Kazakhstan for 2016-2021, in%
Indicators 2016 2017 2018 2019 2020 2021
Real GDP growth 1,1 41 41 4,0 3,7 3,9
QOil sector 2,3 7,4 4,7 2,0 1,8 2,0
Non-oil sector 0,9 3,2 3,9 45 472 45
Inflation at the end of the period 8,3 7,2 5,4 5,6 5,5 5,5
Current account balance -5,9 -3,1 0,0 -2,8 -2,5 -1,7
Direct foreign investments 10,0 2,3 2,8 2,1 2,5 2,2
Overallbudgetbalance -5,5 -4,5 2,7 -1,3 -0,6 -1,1
Balance of the non-oil budget -10,0 -12,8 -7,6 -8,6 -7,6 -7,4
Netfinancialassets 25,0 15,7 12,7 13,8 12,1 10,1
Poverty rate ($ 5.5 per day, PPP) 12,2 8,6 7,4 6,6 5,8 5,2
Note - compiled by the authors according to the statistics committee of the Ministry of National
Economy of the Republic of Kazakhstan
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reduce the growth of the global economy. For
Kazakhstan, this scenario means a further decline
in global commodity prices with anegative impact
on exports. The forecast for commodity prices
related to Kazakhstan which are represented by
energy and metals shows a decline in prices in
2021and it could become worsen if the slowdown
in the global economy turns out to be stronger
than expected.

Lack of progress in the implementation of
reforms to the improvement of the economy>s
productivity limits the scope for growth [8].
However, the lack of dynamism in the private
sector, the continued dominance of large state-

owned enterprises in the market, and insufficient
bank lending to small and medium-sized
enterprises create loss-making risks for the
economy. Due to this, the government urgently
needs to re-energize its structural reforms to
boost productivity and attract necessary foreign
investment in the non-oil economy. The policies
adopted so far by the government to support
socially vulnerable groups together with decisive
steps to create jobs will help to reduce the poverty
rate to 8% by 2021. A significant proportion of
the population will nevertheless remain close to
the poverty line and potential shocks to business
activity could reverse the rise in poverty.
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VMeeT pelnaloliee 3HadeHUe AAs TOAJAepKaHNUA CUABHOTO U 0OJlee MHKAIO3MBHOTO HYKOHOMIIECKOTO PoCTa.
Kazaxcran gobuacs yayamiennit B gmBepcudukanyuy reorpagun skcrmopra. CoraacHo MpOTHO3Y, SKOHOMMKA
Kasaxcrana Oyger pacTu B yCAOBUAX CAaDOTO CIIPOCA CO CTOPOHBI OCHOBHBLIX TOPTOBBIX ITAPTHEPOB 1 CHUKEHIAS
a¢ddexra OT paHee IPUHATHIX Mep II0 CTUMYAMPOBaHMIO BHYTPEHHETO CIIpoca.

3aMeaeHMe TeMIIOB POCTa 3a HOCAeAHME AECSATH AT CBA3aHO C HE40CTaTOUHBIM POCTOM ITPOU3BOAUTEABHO-
CTu. YBeAndeHMe COIaAbHBIX PacX0A0B, OCYIIIeCTBAEHHOE B 9TOM I'OAy, YCUANAO BHYTPEHHMII CITPOC U TIoAAep-
a0 SKOHOMIUYECKMI POCT, XOTs U IPUBEAO K POCTY MHPAAIINI, HO 4451 YCKOPEHMsI TEMITOB 9KOHOMITYECKOTO
pocTa HeoOX0AMMO MOBBICUTDL IPOU3BOAUTEABHOCTD.

ABTOpPBI IPOBEAN aHAAU3 A€HEXKHO-KPEeAUTHON MOAUTUKM, HallpaBAeHHOI Ha IIo4Aep KaHue CTabMALHOCTI
IleH ¥ ypoBHs MHQAAIUN B IIpejeax 1eaesoro kopugopa HBK. YBeanuenue BHyTpeHHero CIipoca BLI3BaA0
pocT gepunuTa cyeTa TeKyIIMX OIepaluii M MOBbIIIeHre MHPAIINY, HO puHAThe HarnmonaabHeiM 6aHKOM
Kasaxcrana (HBK) MeprI 110 KOHTP0A10 MHQPAAITNY ITIOMOTAN YKPEIIUTh MaKPODKOHOMMUYECKYIO CTadMABHOCTD.

B »T0i1 CBA3M HEOOXOAMMO BO30OHOBUTH aKTUBHYIO PeaAn3aliuio CTPYKTYPHBIX pepOpM B 11eAsX ITOBEIIIIe-
HISL TTIPOM3BOAMUTEABLHOCTY U IIPUBAEUEHMsI CTOAb HEOOXOAMMBIX MHOCTPAHHBIX MHBECTUIINII B HEeHePTIHYIO
9KOHOMUKY. IloanuTndeckue mMeprl, IpUHATLIE paHee TOCYyJapCTBOM AAsl HMOAAEPKKM COIMAABHO YI3BUMBIX
CA0eB HaceJeHNsl, HapsiAy C pelIuTeALHBIMI [IaraMy 110 CO3JaHuIo0 pabounx mMecT, Oy AyT ClIOcOOCTBOBATDb CO-
KpaIreHuio 0egHOCTI.

ITpoanaau3upoBaHEl TOPIOBAs M 9KCIIOPT TOBApOB B ®KOHOMUYeckoM pasputuy KaszaxcraHa, BLIABAEHBI
IpeuMyirecTsa pocra Ha poiHKax Kuras, Esponsl n Llentpaabsnoit Asun. Toprosast oTKkpbIBaeT BO3MOKHOCTH
AAsI SKOHOMUYECKOTO poCTa U AuBepcuduKanum 3a npejeaaMin He(pTAIHOTO CeKTopa.

Karougesnie caoBa: auBepcrduKaIius 5KOHOMIKY, MIPOBas SKOHOMIKA, PLIHOK, MUPOBBIE IT€HBI, T100a1b-
Hasl TOPTOBASI, Ka3aXCTaHCKUIT DKCIIOPT, CTPYKTYpHBIe pepOpMBI, MOHeTapHasl IIOAUTUKA.

O.C. bakteimMOet’, A.M. Bakup6ekosa’?, C.C. bBakTeiMOeT?
13Kasax akonomuka, KApKbl Kare xarvikaparvk cayoa ynusepcumemi, Hyp-Cyaman, Kasaxcman
2X. docmyxamedos amvirdazor Amoipay yrusepcumemi, Amuipay, Kasaxcman

ITanaemiist XXarAaMibIHAAFBI YATTHIK 9)KOHOMMKAHBIH AaMy TeHAeHITUsIAaphbl

AnnoTams. ABTopAap YATTHIK 9KOHOMMKAHBIH aFrbIMAaFbl JKarAalibIH Kapail, 0i3aiH eaimis Kpiraii, Eypo-
ma >xoHe OpTaablK, A31s HaphIKTapbIHAAFEI ©CIMHEH Ialija Kepe adaThIHABIFbIHA OaliaaHblcThl KasakcTaHHBIH
AaMyYBIHAAFBI CayAaHBIH POl Typaasl 3epTrey XXy prizai. KyprrasiMasIk pedpopMasapasl y34iKci3 JKy3ere acbIpy
KYIITIi JKoHe HEFYP/ABIM MHKAIO3MBTI PKOHOMUKAABIK ©CyAl KOoAzay YIIiH eTe MaHbI3Abl. KasakcraH 9KCIIOPT
reorpadusACHH dpTapalTaHAbpyla JKaKcapTyapra Koa KeTKizai. boaskamra caiikec, Kazakcran 9KOHOMMKaCHI
HeTisri cayaa cepikTecTepi TapalblHaH 94Ci3 CypaHBIC JKoHe iIlIKi cypaHBICTBI BIHTaAaHABIPY OOJbIHIIA OYpHIH
KaObLAAaHFaH [IapaJapAblH ocepiH TOMeHAeTY JKafjalidapblHAa ©ceTiH 604aabl.

CoOHFBI OH >KBLAAAFBI ©CY KapKbIHBIHBIH Oastyaybl ©HIMAiAIKTiH JKeTKidiKci3 ecyiMeH OailaaHbICTBI. BUBLAFEI
SKBIABI 91€YMETTIK IIBIFBIHAAPABIH OCY1 iIlIKi CypaHBICTEI KYIIENTTi >KoHe MH(DASLVIIHBIH 0CyiHe dKeAce 4e, DKO-
HOMIKaABIK 6Cyai K0A4aabl, Oipak SKOHOMUKAABIK ©CYy KapKbIHBIH apTTHIPY YIIiH OHIMALAIKTI apTTBIPY KaKeT.

AspTOpAap OaraHbIH TYPaKTBLABIFBIH >koHe nHp A deHrerin K¥b MakcaTTsl 494131 IIeringe ycran Typyra
OarpITTaAFaH akKIla-KpeAuT casicaTblHa TaaJay >KYprisai. ki cypaHbICTBIH apTybl arbIMAarbl Ollepalysaap
IIIOTHI TaIlIIIBLABIFBIHBIH ©CyiHe KoHe MH(ASLVIIHBIH ocyiHe aabl keaai, 6ipak Kasaxcran Yarroik banki (KYD)
vHQAIMAHE OaKbllay OOVBIHINA KaOblAdaraH Iapalap MaKpOSKOHOMMKAABIK TYPaKTBLABIKTEI HBIFAITyFa
KOMEKTEeCTi.

OcprraH OallaaHBICTBI ©HIMAIAIKTI apTTHIPY KoHe MYyHall eMeC SKOHOMIKa¥ra aca Ka>keTTi IreTeAAiK MHBeCTU-
nysiAapAbl TapTy MakKcaThIHAA KYPBLABIMABIK, pedpopMasapabl OeaceHAl icke acbIpyAbl KaliTa 6acTay KaxkeT. Xa-
ABIKTBIH 91€yMeTTiK O0cal TOIITapbhlH KOAJay YIIIiH MeMJeKeT OChl yaKbITKa AelfiH KabblaJaraH casicu I1apadap
SKYMBIC OPBIHAAPBIH KYPY >KOHiHAeTi 0aThlA KagaMAapMeH KaTap KeAelAiKTi asaliTy¥a bIKIIaA eTeTiH 604aabl.

KaszakcraHHBIH 5KOHOMIKaABIK AaMybIHAAFBI TayapAap cayAackl MeH DKCIIOPThIHA Taa4ay KacaaAbl, KerTaii,
Eypoma >xone OpTtaabix A3 HapBIKTapBIHAAFBL ©CYAiH apTHIKIIBLABIKTaphl aHBIKTaaAbl. Caysa MyHall CeKTO-
PBIHaH THIC PKOHOMMKaABIK ©6Cy MEH dpTapallTaHABIPYFa MYMKIiHAIKTep aIllaabl.
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