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Labor income trends in Kazakhstan

Abstract

Object: To research the labor income of the population in the Republic of Kazakhstanin the context of the growth
and development of the country's economy.The Subject of the Study is the employment trends in the labor market of
Kazakhstan, along with the regulations that have been developed to manifest economic transformation.

Methods: The researcher conducted immersive empirical research from peer-reviewed sources, using comparative
and component analysis.

Findings: The labor trend of Kazakhstan can be categorized into four stages that illustrate each major transfor-
mation in the labor market.

Conclusions: The current state of Kazakhstan's labor market has been influenced by many factors, including struc-
tural changes, market conditions, economic dynamics, information technology and the COVID-19 epidemic. The au-
thors identified four main trends throughout the article in terms of labor income. At the first stage of the development of
the Kazakh labor market, there were no relevant legislative guidelines; the second stage included the creation of a legal
framework. The third and fourth stages are focused on improving the current labor legislation.

Keywords: employment, Labor, shadow economy, Gross Domestic Product (GDP), Kazakhstan’s labor market,
Information Technology (IT).

Introduction

The onset of the COVID-19 pandemic has imparted adverse effects on the global economy, Kazakhstan
included. The last global economic recession took place in 2009, and it caused the world’s gross domestic
product to decrease by an aggregate of 2.3% (Mussayeva, Vishnevskaya, 2022). Nonetheless, the impact of
the Coronavirus on the global gross domestic product was more detrimental as it plummeted by 3.5% (Zayed
et al., 2020). The COVID-19 pandemic negatively affected the social and economic facets and forced busi-
nesses to shut down indefinitely. Global trade declined, and people were restricted from traveling. Therefore,
many enterprises had to retrench their employees to reduce operational costs and keep their businesses alive,
increasing the global unemployment rate.

Unemployment in Kazakhstan increased by 11%, and the people who lost their jobs at this time were
placed under a new category of “temporarily unemployed”. The 11% increase in unemployment translates to
more than nine hundred thousand jobs (Mussayeva, Vishnevskaya, 2022). As a result, the economic produc-
tivity in Kazakhstan decreased considerably, which increased poverty by 14% (Aktymbayeva et al., 2021).
However, the economic growth of Kazakhstan is recovering steadily and is projected to improve further as
the temporarily unemployed people return to their jobs. Therefore, this research article aims to unveil the
trends in the labor market of Kazakhstan.

Literature Review

Human capital is the most imperative type of capital in any community. Therefore, national govern-
ments must measure human capital to facilitate their countries' consistent growth and development. Under-
standing all the underlying factors that affect human capital, such as age, educational attainment, gender,
profession, and other economic activities, is necessary to manifest favorable sustainable development goals.
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The sustainable development of a country is only possible when all the citizens of a country are empowered
to exercise their human rights. The ultimate path towards achieving sustainable development in countries is
for national governments to create favorable working environments and promote economic development.

The national government of Kazakhstan has done a commendable task as regards the country’s sustain-
able growth and development. Kazakhstan is classified as an upper-middle-income earning country with a
high potential for further development. The first years after Kazakhstan became a sovereign country were
tough because there was a high emigration rate, high mortality, and a high fertility gap. Between the 90s and
early 2000s, there was high external migration from Kazakhstan, which saw the movement of more than two
million people (Kapyshev, 2021). Most of the people who emigrated from this country during this particular
period were educated, which meant that Kazakhstan experienced a significant reduction in its workforce
(Kapyshev, 2021). However, the national government of this country has managed to improve the living
conditions in the country, and the levels of emigration have reduced significantly, especially in the last five
years.

The per capita income in the country increased significantly between the years 2013 to 2017 (Bokayev
et al., 2020). Nonetheless, the gap between the rich and the poor in Kazakhstan is high. Poverty is higher in
the rural areas of Kazakhstan because they have less economic productivity. As it can be seen in Figure 1,
there is a high rate of unemployment in rural areas. Furthermore, the few employed people in rural areas are
paid low wages.
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m Total Population ~ m Urban Population Rural Population
N~
<
—
©
o M~
<t _
~ 3 3 $ =0
o
o
2 :* ™~ ©o ©o h
o ~ ~ =
01
I M\ M\ I M\ I M\ I : I
2012 2013 2014 2015 2016 2017 2018

Figure 1. Income proportionality of population below the subsistence level (rural versus urban population).
Note: UNFPA Kazakhstan (2019)

Since independence, the high mortality rate in Kazakhstan is often caused by crime. There is a relative-
ly high-income disparity in Kazakhstan, which is the leading cause of tension between the rich and the poor
in the country. Moreover, the immense income disparity in this country contributes to low birth expectancy
and the death of babies under five (Aimbetova et al., 2022). It is rather unfortunate that such intricacies are
only present for the poor citizens of Kazakhstan in rural areas that lack basic amenities, such as clean drink-
ing water. The fertility gap in Kazakhstan is favorable, which is why the country's population is increasing at
a remarkable rate, as the country currently has more than 18 million people (Gaisina, Kaidarova, 2017).
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TRAJECTORY OF POPULATION OF KAZAKHSTAN
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Figure 2. Trajectory of Population of Kazakhstan

Note: the Author’s calculation is based on data collected from the Statistical Committee(ASPR, 2020)

Figure 2 above demonstares imperative data to note that the labor market is dynamic, and changes in
labor trends in countries are affected by several factors. One of the most significant factors is a change in age
and birth rates. In most cases, the working population comprises the young because they are energetic. How-
ever, the working population in most countries around the world is aging, and hence the workforce of these
countries continues to shrink. Kazakhstan has a relatively high population of people that fit within the coun-
try's workforce. According to (ASPR, 2020), approximately seventy percent of Kazakhstan's people are be-
tween fifteen and sixty-five years old. Furthermore, the birth rates in Kazakhstan continue to increase steadi-
ly, increasing the aggregate number of young citizens in the country. Therefore, Kazakhstan has a relatively
promising workforce, and there will be no need to import labor from other countries, as is the current situa-
tion in a country like Japan (Matanle, 2018).

Change in workforces in countries has been affected by the rise in global interactions where employees
have been empowered to seek employment abroad. Technology has turned the world into a global village
where one can seek a job in country miles away and even migrate to that country. For instance, Germany
highly encourages professional migrants from other countries to help compensate for the rapidly shrinking
workforce in the country (Festing, Harsch, 2018). Therefore, national governments that cannot secure em-
ployment for their citizens may suffer from brain drain as most intelligent citizens seek greener pastures in
other countries.

The constant improvement of technology has created a digital economy that has altered how companies
view talent acquisition. IT milestones, such as using big data, have helped companies focus on higher
productivity and efficiency (Guarda et al., 2021). Information technology has changed the way companies
strategize and acquire talent fit for their workforce. As a result, some redundant work functions have been
delegated to robots and computers. Not only robots and computers are better than humans because they au-
tomate processes but also because they do not make any errors or get tired.

Methods

The researcher conducted empirical research to understand Kazakhstan's labor and population trends.
The researcher used the keywords “population trends in Kazakhstan” and “labor trends in Kazakhstan”. Most
publications utilized in the research were peer reviewed and were strictly sought in Google Scholar. Data
collected in the research was from reliable sources, and the researcher applied an integrated approach to col-
lect and analyze the data. The methods of data collection and analysis that were utilized include: comparative
analysis and component analysis. Comparative analysis was necessary to indicate the performance of Ka-
zakhstan as compared to other countries. This information was relevant in illustrating how well Kazakhstan
ranks as compared to global labor statistics. Component analysis was necessary for this research because it
helps to illuminate each of the factors that affect labor trends in the case of Kazakhstan.
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Results

The labor trend in Kazakhstan could be summarized into three stages as illustrated:

Stage One: 1991-1998 change of labor trends in a transitional economy;

Stage Two: 1999-2008 change of labor trends in the state of economic recovery and its subsequent
growth;

Stage Three: 2009-2019 change of labor trends in an economic recession;

Stage Four: change of labor trends in the condition of the global economic crisis caused by the spread
of the Coronavirus pandemic.

After a comparative study of the conditions in labor markets of Kazakhstan and foreign countries, it be-
came apparent that workforce reduction occurred in all countries. Therefore, Kazakhstan did not perform
poorly as compared to other countries worldwide. The Coronavirus altered labor trends as one out of five
employees were compelled to work from home because of the lockdown in countries worldwide. Kazakhstan
adopted the concept of remote working, as roughly 50% of the employees in the country were instructed to
work from home (Diaz-Soloaga & Diaz-Soloaga, 2022).

One sector, as it mentioned in Figure 3, that employs a considerable number of citizens of Kazakhstan
and yet is overlooked is agriculture because the number of people it employs is reducing over the years in-
stead of increasing. In 2019, 14.86% of people in employment belonged to the agricultural sector compared
to 2009 (Statista, 2022). The government of Kazakhstan speculates that investing in agriculture will help to
reduce unemployment, which is why it has invested in digitizing agriculture via the implementation of preci-
sion farming (Abdullaev et al., 2020). People in rural areas will benefit the most from improved agriculture
because there is a high endowment of land resources and an unutilized pool of human capital.

DISTRIBUTION OF EMPLOYMENT IN
KAZAKHSTANDISTRIBUTION OF EMPLOYMENT
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Figure 3. The distribution of employment in Kazakhstan according to economic sectors.
Note: Statista. Calculation of agriculture, industry and services employment (2022).

Discussions

As illustrated above, Kazakhstan's labor market has undergone many transformation stages. In this sec-
tion, we will critically analyze each of the stages.

Stage One: 1991-1998. This stage was full of uncertainty as Kazakhstani nationals were radicalized,
and so were the reforms at the time. A massive workforce reduction caused by an overall decrease in produc-
tivity commenced after corporatization and privatization of government property. During this stage, the gov-
ernment of Kazakhstan was still finding ground by building state infrastructure, legislating, and catering to
the economy in general. Consequently, the government cared only about the workforce it dealt with and
overlooked people working in low-rated services, forming underground economies free from government
intervention. The intricacy of employment and pursuit of market equilibrium led to the creation of the labor
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exchange. The labor exchange was made up of two institutions the employment promotion fund and the state
employment service (Daulieva et al., 2021).

Be it as it may, the employment crisis in Kazakhstan deteriorated at this stage as the country had an un-
stable financial and credit system, leading to an upsurge in non-payments. During this period, the gross do-
mestic product reduced by 31%, and the inflation rate reached three and four digits (Gaisina, Kaidarova,
2017). The yearly consumer price inflation levels were above 100% until the situation upgraded in 1996. The
economic growth of Kazakhstan began improving after the implementation of presidential executive orders
that guided the development of entrepreneurship in the country.

Stage Two: 1999-2008. The beginning of this period was somewhat challenging because, in 1999, the
labor exchange was liquidated, leading to a peak in employment that reached 13.5%. Also, liquidating this
institution led to the halt of unemployment benefits. As if not enough, the labor market had become decen-
tralized, most of whom took over and coordinated their affairs rather poorly. The government intervened to
improve the situation by increasing the right and jurisdiction of private employers, and this occurrence
marked the transition of Kazakhstan from a planned to a market economy (Korgan et al., 2019). In the fiscal
year 2001-2002, the United States and European Union officially recognized Kazakhstan as a market econ-
omy. Kazakhstan was the first CIS country to receive this type of recognition. The labor laws of Kazakhstan
improved further during this stage as it was when the new law of employment of the population and the labor
code was introduced to the Republic of Kazakhstan. Between 2007 and 2008, there was a global economic
crisis, and Kazakhstan was affected like all other nations. By 2008 the unemployment rate had reduced to
7.3%, including the unemployment caused by the economic crisis.

Stage Three: 2009-2019. This period reduced economic growth caused by increased employment in the
shadow economy. Therefore, the growth of the underground economy means that the national government
misses out on collecting taxes, yet it was necessary to promote further growth and development of Kazakh-
stan. In 2011 the “Employment 2020 Roadmap Program” was introduced (Jusibalieva et al., 2020). Its role
was to resolve employment intricacies that faced specific demographics based on gender, age, disability sta-
tus, growth of the shadow economy, and increased immigration from Uzbekistan and Kyrgyzstan. Also, at
this particular stage, the role of IT proved essential as it accommodated the possibilities of remote working.

Stage Four: from 2020 to the present. An epidemiological complication caused the period of a global
crisis through the spread of the COVID-19 pandemic. The GDP of Kazakhstan decreased by 1.8% in the first
six months; the service sector plummeted by 5.6% percent (Mussayeva, Vishnevskaya, 2022). The labor sce-
nario changed because more than half of the business enterprises in the country switched to remote working.
The national government introduced the “Employment Roadmap 2025, which will create up to 130,000 jobs
in 6,500 projects (BR2025, 2022). In 2020, the global unemployment rate increased to 6.5% from 5.4% in
the previous year. Kazakhstan performed reasonably well as the increase in unemployment at this period on-
ly increased by 0.1%, from 4.8% to 4.9% (Mussayeva & Vishnevskaya, 2022).

Conclusions

Kazakhstan's pursuit of improving its economy's employment needs meets the requisite threshold that
constitutes a market economy. The present state of Kazakhstan's labor market has been influenced by a myri-
ad of factors, including structural alterations, market conditions, economic dynamics, information technolo-
gy, and the COVID-19 epidemic. The authors identified four main trends throughout the article in terms of
labor income. The first stage of Kazakhstan's labor market lacked relevant legislative guidelines; the second
stage involved the creation of a legal framework. The third and fourth stages focus on improving the labor
laws in place. There is a favorable balance between the rate of population increase in Kazakhstan and the
increase in job opportunities in the country. Therefore, if all factors are constant, the trajectory of employa-
bility in this country is promising, and it is only a matter of time before Kazakhstan achieves its sustainable
growth and development goals.
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JLLA. Kypmanraauena, E.b. AiimaramoeroB, b.K. /l:ka3bik0aeBa, 3.A. Kanesiok
Ka3akcranaarpl eHOeK Ta0bICTAPbLIHBIH TeHIeHIHAIAPbI

Anoamna

Maxcamor: En 5)KOHOMHUKACBIHBIH 6Cyl MEH amybl TyYprbichiHaH KazakcTan PeciryOnmkachl XaiKpIHBIH eHOEK Ta-
ObIcTapbIH 3epTTey. 3epTTey HbIcaHbl Ka3akcTaHHBIH eHOEK HapBIFBIHAAFBI )KYMBICIICH KaMTy TEHJICHIMSIIAphl, COHaM-
aK 9KOHOMHKAJIBIK ©3TepicTep Il KOPCeTy YIIiH 93ipJIeHIeH HOPMATHUBTIK aKTiIep.

Odicmepi: 3epTTeylliyiep CaIBICTHIPMAaJIbl XKOHE KOMIIOHEHTTIK TajayZbl KOJJaHAa OTBIPHIN, PEleH3MSUIAHFaH
Ke3/1ep/ie HUIMMEPCHBTI SMIMPHUKAJIBIK 3€PTTEY JKYPTi3i.

Hamuorcenepi: KazakcTaHHBIH eHOEK YpAiciH eHOeK HapbhIFBIHAAFel opOip ipi TpaHchopManusHbl OelHEeIeUTiH
TOPT Ke3eHre Oemyre 00Iabl.

Tyorcvipuimoap: KazakcTaHHBIH €HOEK HapbIFBIHBIH Ka3ipri KafjgalblHAa KYPBUIBIMABIK ©3TepicTep, HapBIKTHIK
Karnainap, SJKOHOMHUKAIBIK AMHAMHUKA, aKnapaTThiK TexHojorusuiap xoHe COVID-19 snupeMuschl CHSKTHI KONTETeH
¢akTopiap acep erTi. ABTOpiap eHOeKk Kipici TYpFBICBIHAH MaKajlaJa TepT HETi3ri TeHACHIWSHbI aHbIKTaabl. Kazak-
CTaHIBIK €HOEK HapBIFBIH JaMBITYIBIH OipiHINI Ke3eHiHAe THiCTi 3aHHAMANbIK Oarmapiap OoiMazbsl; eKiHII Ke3eH Ky-
KBIKTHIK 0a3aHBI KYPYAbl KaMThLABL. Y IIIHIII XOHE TOPTIHIN Ke3eHIep KOJIaHbICTAFbl eHOCK 3aHHAMACKHIH JKETUIIIpyTe
OarbITTalIFaH.
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Kinm ce30ep: eHOeKIIeH KaMTy, eHOEK, KOJICHKE dKOHOMUKA, »kaimsl imki eHiM (OKIO), KazakcTaHHbIH eHOEK
HapbBIFBI, aKnaparTeiK TexHosorusap (1.T).

JL.A. Kypmanraauesa, E.b. AiimaramoeroB, b.K. /l;ka3bik0aeBa, 3.A. Kaneniok
TenaeHuu TPyAOBLIX 10X010B B Ka3zaxcrane

Annomauyus:

Llenv: VccnenoBanue TpyIOBBIX 10X0n0B HaceneHus PecnyOnmkn KasaxcraH B KOHTEKCTE pocTa W Pa3BUTHUS
9KOHOMHKH cTpaHbl. [IpeqmMeTom uccienoBaHus SBIAIOTCS TEHAEHIMM 3aHATOCTU Ha phIHKe Tpyna Kaszaxcrana, a Tak-
K€ HOPMaTHBHBIE aKThl, KOTOPbIE ObLINM pa3padoTaHb! ISl IPOSBICHHUS SKOHOMUUECKHUX MTPe0Opa30BaHHH.

Memooui: ViccnenoBateny NpoBed UMMEPCUBHOE SMIIMPHYECKOE HCCIIEIOBaHHE M3 PEIICH3UPYEMBIX MCTOYHH-
KOB, UCIIOJIb3YsI CPABHUTENbHBIN U KOMIIOHEHTHBIN aHAJIN3.

Pesynemamor: TpynoByto TeHaeHnnio KazaxcTaHa MOKHO pa3[eNnTh HAa YETHIPE ITaIla, KOTOPHIE MILTIOCTPUPYIOT
KaXIyI0 KPyITHYIO TpaHC(HOPMAIHIO Ha PEIHKE TPYyAa.

Bvisoowvr: Ha HelHENTHee cOCTOSTHME PhIHKA Tpyna KazaxcTaHa HOBIMSUIO MHOKECTBO (DaKTOPOB, BKITIOYAsI CTPYK-
TypHBIE M3MEHEHUS, PHIHOYHBIE YCIOBHS, SKOHOMHUYECKYIO IUHAMUKY, HH(OPMAIOHHBIE TEXHOJIOTHH U SMHAEMHIO
COVID-19. ABTOpHI BEIIENAIH YETHIPE OCHOBHBIC TEHACHINH Ha TIPOTSHKCHUN BCEH CTATHH C TOYKHU 3PEHUS TPYIOBBIX
noxonoB. Ha mepBoMm 3Ttane pa3BUTHA Ka3aXCTAaHCKOT'O PHIHKA TPYZa OTCYTCTBOBAIN COOTBETCTBYIOIINE 3aKOHOATEIb-
HBI€ OPHUEHTHPBI; BTOPOM 3Tall BKJIIOYAJ CO3JaHHE NMpaBoBOil 6a3pl. TpeTuil M yeTBepTHIN ATAIlbl COCPEAOTOUYCHBI Ha
COBEPIIIEHCTBOBAHUHM JACHCTBYIOLIETO TPYAOBOIO 3aKOHOAATEIBCTRA.

Knrouesvte crnoea: TpynoycTpoicTBo, TpyHd, TeHEBas SKOHOMHKA, BAJIOBOW BHYTPCHHHUI MPOIYKT, PHIHOK TPyAa
Kasaxcrana, nHGOPMAIMOHHBIC TEXHOJIOTHH.
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