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CONTRADICTIONS OF THE INSTITUTIONALAND ECONOMIC
ENVIRONMENT OF THE DEVELOPMENT OF NEW MARKET COUNTRIES:
THE EXPERIENCE OF KAZAKHSTAN

Abstract

The current cyclical transition, complicated by the COVID-19 pandemic, has revealed weak links in the
economies of many countries, caused by systemic contradictions accumulated over 30 years. Kazakhstan, as a
country that has been building market relations only since the end of the 20th century, found itself in the grip of not
only economic and political, but also institutional costs. One of the problems hindering the economic development
of the nation is the contradictions between the political ambitions of the authorities and the real results of the
implementation of state programs, the loss of public trust. The purpose of the study is to assess the quality of economic
growth in Kazakhstan. An attempt is made to provide an analysis of the institutional and economic environment
and an econometric assessment of the real indicators of the country's development. The methodological basis was
the scientific heritage in this area and new theoretical and methodological approaches of modern scientists in the
study of issues of socio-economic development. The object of the research is economic development of Kazakhstan.
Research results: based on the historical and logical analysis of theoretical and methodological approaches to the
study of economic development and the constructed regression model of panel data, it is shown that an increase in the
level of indicators selected in official statistics has a small effect on economic growth, that is, there is a discrepancy
between the target indicators of state programs and actual results. Revealed the institutional features of Kazakhstan's
development model that cause economic lag.

Key words: institutional and economic environment, business, market, economy, economic growth, social
inequality, quality of life, population.

Introduction

For thirty years of sovereign development, Kazakhstan has become recognizable not only as
country rich in natural resources, but also due to the achievements of talented youth at the world level
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in sports, culture, art, as well as ambitious statements of the authorities. The international community
is convinced of the rich competitive opportunities of society and high human potential. However,
researchers cannot fail to notice the limited transformation of society’s capabilities into competitive
advantages of the state: the real socio-economic state of the country is “veiled” in official statistics.
The results of many adopted state development programs of the country remain as expected. State
authorized bodies also report on huge amounts of funds invested by oligarchs abroad, embezzlement
of state budget funds. The current institutional and economic environment has a contradictory impact
on business development, and accordingly, entrepreneurs tend to behave opportunistically. A model
of a simulated economy emerges.

The aim of the study is to assess the quality of economic growth in Kazakhstan. An attempt is
made to provide an analysis of the discrepancies in expectations stated in government programs and
real indicators of economic development in Kazakhstan.

Literature review

In connection with the emerging contradictions between the official indicators of economic growth
and the real economic development of the country, it is necessary to clarify the difference between the
concepts of “economic growth” and “economic development”.

Economic growth is a quantitative indicator that reflects the dynamics of macroeconomic
indicators (GDP, inflation, employment). This indicator does not reflect the impact of dynamic growth
on the environment, health, birth rate, life expectancy, education, social security of the population.

Economic development is an indicator of the quality of life, reflecting the increase in national
wealth, growth in the number and expected duration of life of the population, the availability of
benefits for all, legal and environmental security of life, and social progress. The world scientific
community and international organizations are studying this indicator, comparing its level in different
countries [1]. In the post-Soviet space, the issues of the quality of life are being actively discussed in
connection with the ongoing systemic transformations in the political economy and the deterioration
of the living conditions of most of the population [2].

The origins of the theory of economic development come from the works of ancient thinkers:
philosophers, economists, who studied the nature and factors of the wealth of peoples, the incomes
of different social strata. Thus, Smith, in his famous work “Research on the nature and causes of the
wealth of peoples”, foreseeing the physical poverty of the population in developing countries in the
21st century, “gives a lesson” to capital owners and government authorities on the distribution of
the product and the determination of the minimum consumption basket of an employee: “Man must
always be able to exist by his labor, and his wages must at least be sufficient for his existence. Even
in most cases it should slightly exceed this level; otherwise, it would be impossible for him to support
his family, and the race of these workers would become extinct after the first generation” [3]. In
this thought, we find an emphasis on the socio-demographic factor of economic development. Marx
in Volume I of “Capital” developed it, defining labor as a commodity and proposing a formula for
calculating its average daily value and a method for distributing new value to the worker’s income and
the capitalist’s profit, which predetermined social stratification in a capitalist society [4].

In the 20th century, an impetus to the study of economic development and the role of the state in
this process was given by American researchers — Arthur Lewis and Theodore Schultz — laureates of
the Nobel Prize in 1979 for “innovative studies of economic development as applied to the problems
of developing countries”. Lewis among the factors influencing real economic growth, considered
institutional, associated with the existing forms of organization of a given society, with its political
system and the nature of property relations. In his opinion, “Maintaining law and order is one of
the main conditions for economic growth, and many societies fell into decay because the state was
unwilling or unable to protect property owners from bandits or mobs” [5]. Schultz in his studies
analyzed the reasons for the low quality of life in developing countries and the factors of the “economic
miracle” of post-war Germany and Japan, substantiated that the prosperity of states wasn’t based on
minerals and the wealth of banks, but on educated and healthy citizens [6]. A significant contribution
to the study of the role of institutionalism in technological transformation and economic development
of the countries of the non-Western world was made by such outstanding economists: De Soto [7],
Nelson & Winter [8], Stiglitz [9], Todaro [10].
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To assess the level of economic development in the modern world, international organizations use
integral measurement methods — indices. In 1979, an index of the physical quality of life was created.
The Quality-of-Life Index is a combined indicator that measures the achievements of countries of the
world and individual regions in terms of their ability to provide their residents with a prosperous life.
Since 2006, the world began to define a new international measure of “Happiness” — “International
Happiness Index”, which takes into account the dream and desires of most people on Earth to be happy
and healthy, to live a long and fulfilling life [11].

A new methodological approach to the study of economic development problems in order to
achieve effective results of the implementation of government programs in improving the well-being
of ordinary people was developed by the 2019 Nobel Prize winners in economics A. Banerjee, E. Duflo
and M. Kremer [12].

Methodology

To assess the degree of influence of certain indicators on economic growth, a regression analysis
was carried out. For this, data were collected from 15 countries for 2000-2018. Since the sample
combines temporal and spatial data, a panel data regression model was built to analyze the effect of
the considered explanatory variables on GDP. Using this model allow to determine unbiased estimates
of the coefficients, use all available data, and generate the smallest standard errors. A significant
difference between fixed and random effects is whether the unobservable individual effect includes
elements that are correlated with regressors in the model.

The general equation of the econometric model is as follows:

GDP,, = a; + X, + £;; (1)

where I represents the countries in the sample ({ = 1,..., 15) and  represents time (£ = 2000,.. .,
2018). D Pl. " is the dependent variable and represents GDP. @; is the unobservable individual
specific effect, and B is the vector of coefficients associated with the independent variables. X, is a
vector of explanatory variables for country [ at time £. £;4 is the error value.

To assess the interdependence of variables, the Pearson correlation was estimated, which allowed
to determine how proportional the variability of two variables.

All data used were collected from the official website of the World Bank and the Statistics
Committee of the Ministry of National Economy of the Republic of Kazakhstan [13, 14].

Results and discussion

Real GDP growth over the years of Kazakhstan’s sovereign development

Since Kazakhstan, like all the countries of the post-Soviet space, was a dependent link in a single
national economic complex, the collapse of the former Soviet Union led to the bankruptcy of the
national economy. The country could survive in the first years of sovereign development only through
the sale of natural resources. All subsequent years, the export of raw materials continues, maintaining
the low quality of economic growth predicted by Stiglitz in the theory of the “resource curse”.

The most important indicators of economic development are GDP per capita, birth rate, life
expectancy, literacy and education, health care, employment, gender balance, free time.

To assess the impact of these indicators on economic growth, an analysis of panel data was
carried out. The sample contains data for 15 countries of the former Soviet Union for 2000-2018. The
dependent variable in the model is GDP, and the independent variables are life expectancy, birth rate,
health and education expenditures, and employment.

Using the collected panel data, 2 regression equations with fixed and random effects were
constructed. The general equation adapted to the sample is described by equation (2):

GDP,, = [, Lifeexpectancy;, + B, Birthrate,, + f;Healthexp,, )
+ B, Educationexp;, + BsEmployment,, + a; + &,

13



«Typan» yHUBepCcUTETIHIH Xa0apLIbIChl» FHUTBIMU >KypHaIbI 2021 x. Ne 4(92)

The results of econometric calculations performed using the STATA statistical software package

with the dependent variable GDP are shown in Table 1.

Table 1 — Panel regression models with dependent variable GDP

Independent variables (1) 2)
Life expectancy 0.066*** 0.067***
(0.007) (0.007)
Birth rate 0.062** 0.058***
(0.008) (0,0086)
Health expenditures 0.026%** 0.026**
(0.012) (0.012)
Education expenditures -0.026%** -0.026%**
(0.0049) (0.005)
Employment 0.009%* 0,011%**
(0.005) (0.005)
Cons 4.353%** 4.318%**
(0.445) (0.549)
Individual effects FE RE
Number of observations 203 203
Fisher test for significance coefficients F(5, 183) =105,24
[0.0000]
R-squared 0.742
Wald statistics Chi2(5) =479.58
[0.0024]
Notes:
1) compiled by the authors on the basis of research
2) *, ** *%* _the significance of the coefficients at 10%, 5% and 1% levels, respectively;
3) FE — fixed effects, RE — random effects;
4) F-test for the significance of individual effects: F(14, 183) = 945.57, Prob > F = 0,0000;
Hausman test: Chi2(5) = -8.24, chi2<0

The second column of the table shows the results of the panel data model with fixed effects using
the least squares method, and the third column shows the results of the panel data model with random
effects using the least squares method.

Coefficients of the variables Life expectancy, Health expenditures, Education expenditures
presented in Table 1 are significant at the 1% level. The coefficient of the variable Birth rate
is significant at the 5% level, and the coefficient of the variable Employment is significant at the
10% level. According to the results, the evaluated panel data regression model with fixed effects is
statistically significant, as evidenced by the rather high coefficient of determination R2 = 0.742 and
the Fisher test. In calculations for panel data with random effects, the Wald statistics Chi2 (3) serves
as an indicator of the quality of the estimated models instead of the coefficient of determination. Its
value given in Table 1 confirms the statistical significance of panel regression with random effects.

The F-test confirms the presence of individual effects. Since the set of countries included in the
study is the same for all years, it is generally recommended to use a panel regression model with fixed
effects. The Hausman test was performed, which confirmed the preference of using a panel data model
with fixed effects over a panel data model with random effects.

The equation of the estimated model is as follows:

GDP.. — 0,066 - Lifeexpectancy;; 4 0,062- Birthrate;, 4 0,026 - Healthexp;,
it (0,007) (0,008) (0,012)
0,026 Educationexp,, , 0,009Employment,, N 4,353 L. 3)
(0,0049) (0,005) (0,445) " °#

As expected, increases in Life expectancy, Birth rate, Health expenditures and Employment
contribute to economic growth. The result of econometric analysis showed that 1% increase in Health
expenditures will lead to an increase in gross domestic product by 0.026%, and as a result of a 1%
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increase in Life expectancy, GDP will increase by only 0.066%, and the estimates of the coefficients of
these variables are significant at the level of 1%. Also, GDP will increase by 0.009% with 1% increase
in Employment.

All these indicators reflect the quality of life and well-being of the population; as a result of the
analysis of panel data, it can be concluded that social support measures from the state and measures
aimed at ensuring employment of the population do not have the desired effect and contribute to
economic growth to a very small extent.

A comparative analysis of macroeconomic and socio-political indicators testifies to the cont-
radictions of economic development in Kazakhstan. So, according to the Committee on Statistics
of the Republic of Kazakhstan and the World Bank, there is an increase in the value of GDP in 2020
compared to 1993 by 7.3 times, with a decrease in the value of the national currency against the US
dollar by 63 times. Figure 1 reflects the gap in the dynamics of changes in the value of GDP and the
price of the national currency.
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Figure 1 — Dynamics of the value of GDP and the exchange rate
of the national currency in Kazakhstan for 1993-2020

Note — compiled by the authors.

Figure 1 shows the outstripping rate of depreciation of the national currency, which reduces the
real incomes of the country and the population — basic indicators of the quality of life in society.
Under the influence of the volatility of oil prices, the national currency is getting cheaper, and during a
pandemic it rapidly devalues, provoking an increase in the consumer price index for food, a decrease
in the purchasing power of consumers, a drop in demand and bankruptcy of small, medium and large
businesses. The following figure shows the interdependence of the tenge exchange rate and oil prices
during the crisis years.
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Figure 2 — Dynamics of the tenge exchange rate and oil prices during the crisis years
Note — compiled by the authors based on [15, 16].
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Figure 2 shows that GDP growth rates directly depend on the level of oil prices. The rapid
increase in oil price volatility was observed during the 2008 financial crisis, when the indicator fell
by 36%, while the tenge fell by 22.5%. A similar situation was observed in 2015, when the fall in oil
prices reached 54.5 percent, which resulted in the devaluation of the tenge by 91%. The COVID-19
quarantine crisis was accompanied by record drop in oil prices by 64% and 12.5% decline in the
national currency. Having analyzed the dynamics of the GDP level during the crisis years, it can be
concluded that dependence on oil prices impedes a stable proportional GDP growth. The decline in
GDP primarily indicates a drop in entrepreneurial activity and a weakening of the economy [17].

Unfortunately, the requirements for limiting the volume of the article do not allow revealing a
more complete picture of the problems of economic development in Kazakhstan.

Conclusion

To assess the degree of influence of factors reflecting the life quality of the population, a regression
analysis of panel data was carried out. As a result of the econometric assessment, it was revealed that,
in fact, an increase in these indicators has a small effect on economic growth. This result reveals a
discrepancy between the target indicators of state programs and actual results.

Taking into account the peculiarities of Kazakhstan development as an emerging market country,
it is important to define the principles of economic policy strategy and tactics.

First, we should refuse to “directly” copy the experience (not to be confused with the exchange
of experience) of the historical prescription of other states. If Kazakhstan continues to move along
the beaten path of more developed countries, it will remain in the rut of “always catching up with
countries”.

Secondly, it is necessary to openly accept the challenges of modernity, the processes of globalization
with all its internal contradictions and use the accumulated potential, including intellectual, own
competitive capabilities, both in the system of production factors and in the system of economic
relations.

Thirdly, it is necessary to overcome innovative passivity and take into account that economic
growth is the ability of multiplicative growth of all sectors and spheres of the economy. So, if in
countries of a developed market, innovative activity is increasing at the expense of satellite enterprises,
on which new commercial products are tested, taking into account domestic and external demand, then
in Kazakhstan in 30 years there is no single large competitive industrial production with a network of
venture enterprises has been created.

Fourthly, when developing models of constructive actions, one should proceed not only from the
language of numbers, but to a greater extent from economic logic, understanding of cause-and-effect
relationships, social and economic dependencies. The growth of labor productivity should not lead to a
reduction in free working time, a deterioration in the way of life due to excessive intensity and duration
of work, discrimination against women and youth, or to demographic problems. Consumption growth
should not burden future income if there are no prerequisites for stable employment and sustainable
income growth.

Fifth, the priority factor of economic development in the conditions of modern technological
transformation is knowledge and competence, the quality of the social environment. Decent education
is an indicator.
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MNPOTUBOPEYUA UHCTUTYIIUOHAJIbHO-DKOHOMUYECKOM CPE/JIbI
PA3ZBUTHUSA HOBBIX PBIHOYHbBIX CTPAH: OIIBIT KASAXCTAHA

AHHOTALUA

CoBpeMeHHBIH IKINIeCKHA mepexo, ocaokaeHHbIH nangemueir COVID-19, BeIsiBII cita0ble 3BEHBS B 9KO-
HOMHMKE MHOT'UX CTpaH, O6yC.HOBJ'leHHI)Ie HaKOIUIEHHBIMH 3a 30-JIeTHEe CUCTEMHBIMU IMPOTUBOPCUYUAMMU. Kazaxcran kak
CTpaHa, BbICTpanBaromiasd pbIHOYHbBIC OTHOLICHHW S JINIIb C KOHIIA XX BCKa, OKa3aJiCad B TUCKAX HC TOJIbLKO SKOHOMHNYC-
CKHUX ¥ MOJIUTHYECKHUX, HO M MHCTUTYIIMOHAIBHBIX U3/epkeK. OHOM U3 pobiieM, CAepKUBAIOMINX IKOHOMUIECKOE
pa3BUTHE HAIMH, SBISIOTCS MIPOTUBOPEUHS MEX/Ty MOJUTHUYSCKUMU aMOUIMSMH BJIACTH M PEabHBIMU PE3ylbTaTa-
MH pean3alny rocylapCTBEHHBIX IPOrpaMM, IOTeps 0oOIIecTBEHHOTo noBepus. Llenbio mccienoBanust sIBISETCS
OLIeHKa Ka4ecTBa SKOHOMHYeckoro pocta Kazaxcrana. [IpeanpuHsaTa nonsiTka AaTh aHAIN3 HHCTUTYIIMOHAIBHO-3KO-
HOMMUECKOH Cpellbl U HIKOHOMETPUUECKYIO OLICHKY PEaJIbHBIX IIOKa3aTesedl pa3BUTHUs CTPaHbl. MeToa010rnuecKoi
OCHOBOI1 CTaJI0 HAyYHOE HAClIe[Ue B JAHHOW 00JaCTH U HOBBIE TEOPETUKO-METOI0JIOTHUECKHUE MTOAXO/IbI COBPEMEH-
HBIX YYEHBIX B CCIIEZIOBAHUH BOIIPOCOB CONMAILHO-OKOHOMHYECKOTO pa3BUTHsL. OOBEKT UCCIIEeI0BaHMUS — YKOHOMH-
yeckoe pasButhe Kazaxcrana. Pe3ynbraTsl HccneqoBaHMs: HA OCHOBE MCTOPUKO-IOTHUECKOrO aHAIH3a TEOPETUKO-
METOJIOJIOTHYECKHX MOAXO0/0B K UCCIEIOBAHNIO SKOHOMUYECKOTO PAa3BUTHS M TIOCTPOSHHOM PerpecCHOHHON MOJIENN

17



«Typan» yHUBepCcUTETIHIH Xa0apLIbIChl» FHUTBIMU >KypHaIbI 2021 x. Ne 4(92)

IMaHCJIbHBIX JAaHHBIX ITOKAa3aHO, YTO IMOBLIIICHUE YPOBHSA noxa3aTeJ1e171, BI>I6paHHHX B 0(1)I/IHI/IEU'II>HOI71 CTaTUCTHKC, B
MaJIo¥ CTEICHHU BIUSET Ha DKOHOMUYECKHUMA POCT, TO €CTb UMECT MECTO PACXOXKACHUC LEJICBbIX MHAUKATOPOB IOCy-
JAApCTBCHHBIX MMPOrpaMM H (1)aKTI/I‘ICCKI/IX PE3yIabTaTOB. BrisBiens: HWHCTUTYHUOHAJIbHBIC 0COOEHHOCTH Ka3aXCTaH-
CKOH MOJEIIN Pa3BUTHA, O6yCJ'IaBJ'II/IBaIOH.[I/Ie OKOHOMHYCCKOEC OTCTAaBAHHUCE.

KiroueBble €J10Ba: MHCTUTYIIMOHAIBLHO-3KOHOMHUYCCKAs cpe/ia, OM3HEC, PIHOK, SKOHOMHUKA, SKOHOMUYCCKHUN
POCT, coluanbHOE HEPABEHCTBO, KAYECTBO KU3HU, HACEIICHUE.
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lon-Mapabu aTbIHIAFBI

Kazak ynrTeIk yHEBepcuTeTi, KasakcTan, AjMarsr K.
“[urray / I'€pnur KonmgaHOAbl FEUTBIMAAP YHUBEPCUTETI,
I'epmanmus, [Hutray / I'époun

’KAHA HAPBIKTBIK EJJIEP JAMYbIHBIH MHCTUTYUOHAJI/IBIK-
YKOHOMMUKAJIBIK OPTACBIHJIATBI KAWIIBIJIBIKTAP:
KA3AKCTAH TOKIPUBECI

Anjarna

COVID-19 manmemmsiCBIMEH KYpIEJIEHTeH Ka3ipri NHUKIAIK aybICy KONTETeH eJICpIiH SKOHOMHKACHIHIIA
30 >xpIT imIiHAE JKWHAKTAIFaH JKYHENiK KaHbUTBIKTapFra OailaHBICTBI oJNCi3 OybIHAapAbl aHBIKTanbel. KazakcTan
HapPBIKTBIK KaTbIHACTapAbl XX r. agFpIHaH 6aCTaH KaHa KYPbIIT KE€JIC )KaTKaH MEMIJICKET peTin[e J3KOHOMUMKAJIBIK KOHE
casic FaHa e€MeC, COHBIMCH KaTap WHCTUTYTTHIK IIBIFBIHIAPABIH MIBIPMAybIHAAa KAJIbl. ¥JITTBIH SKOHOMHKAIBIK
JlaMybIH TeXEHTIH mpobieManapabiH Oipi — OWIIIKTIH casch aMOUIMSICH MEH MEMJICKETTIK OarapiiamMaiap/sl icke
ACBIPY/IBIH HAKTHI HOTHMIKEJIEPI apachIHarbl KANUIIbIIBIKTAP, KOFAM/IBIK CEHIMHIH KOFAITybl. 3€pTTEYIiH MaKcaThl —
KasakcTaHHBIH S5KOHOMHKAJIBIK 6CYy canachlH Oaranay. IHCTUTYIIHOHAIIBIK-)KOHOMHUKAJIBIK OpTara Tajjay yKacayra
JKOHE €J1 TaMYybIHBIH HAKThl KOPCETKILITEPiH SKOHOMETPUKAIIBIK Oaranayra opekeT xacai/ibsl. Ochl canaiarbl FhUIBIMA
Mypa KOHE QJICyMETTIK-DKOHOMHUKAJIBIK J]aMy MOCelleliepiH 3epTTey/eri 3aMaHayn FajabIMIap/IblH KaHa TeOPHSIIbIK-
QiCHAMAITBIK TOCUIACP] dJiCHAMAIBIK HEri3 Oommel. 3epTTey 00bekTici — Ka3aKkCTaHHBIH 3KOHOMUKAJIBIK JaMYBbI.
3epTTey HOTHIKEICPi: SKOHOMHUKAIBIK JaMyIbl 3ePTTEYIiH TCOPHSIIBIK KOHE OiCHAMAIBIK Tocuiaepin Tapuxu-
JIOTUKAJIBIK TAJJIAy JKOHE MAHEINbIIK IePEKTEPiH PErPECCUsIIBIK MOJICII HETi31H/Ie pECMU CTATHCTHKA/A TaH[aIFaH
KOPCETKIITep NEHTeHiHIH KOFaphUIaybl SKOHOMUKAIBIK OCyre a3 OpexXeae dcep eTETIHMITi, SFHH MEMIICKETTIK
OarmapmamanapIbplH MaKCaTThl HHIANKATOPIAPhl MEH HAKTHI HOTIDKENIEP/iH alaKThIFl 0ap eKeHAIri KepCceTiareH.
DOKOHOMHKAJIBIK apTTa Kalylbl HETi3IeHTIH Ka3aKCTaHIBIK JaMy MOJENIHIH WHCTUTYLHOHAIIBIK epeKIIeNiKTepi
AHBIKTAJIJIBL.

Tipek ce3aep: MHCTHUTYHOHAIIBIK-DKOHOMUKAJIBIK OpTa, KACill, HApBIK, YKOHOMHKA, 3KOHOMHKAJBIK 6Ocy,
QIIEYMETTIK TEHCI3/iK, OMip CYpy Camachl, XajbIK.
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