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At the end of 2012, President Nursultan Naz-
arbayev presented a new national development
strategy to guide Kazakhstan toward the year
2050. This Kazakhstan-2050 strategy affirms the
goal of making Kazakhstan, ranked as the
world’s 51st most competitive country by the
World Economic Forum (WEF) in 2012, among
the 30 most advanced countries by 2050.1

The Strategy reviewed Kazakhstan’s accom-
plishments during its two decades of independ-
ence, noted global and domestic challenges now
facing the country, and then offered a detailed
set of goals for the next few decades and some
proposals as to how Kazakhstan could achieve
them. Its core goals are to transition to a new
economic policy based on innovative public-
private partnerships and new markets;
strengthen small and medium-sized entreprene-

Key Points

Kazakhstan-2050 strategy affirms the
goal of making Kazakhstan, ranked as
the world’s 51st most competitive coun-
try in 2012, among the 30 most ad-
vanced countries by 2050.

Kazakhstan’s long-range planning re-
flects a conscious sense of political
transition to a post-independence suc-
cessor generation.

Despite past efforts at diversification
beyond the export of oil and gas, most
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ing Eurasian Economic Union largely
under Moscow’s control may affect its
economic wellbeing and autonomy.
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urship; sustain high levels of foreign investment;
establish a new social model that reduces pov-
erty, unemployment and regional income dispar-
ities; build human capital by raising knowledge
and professional skills through more effective
education and health systems; make the gov-
ernment more accountable and effective; re-
spond adequately to new international challeng-
es at both the global and regional levels; and to
strengthen Kazakhstan’s statehood based on a
patriotism that preserves the country’s moderate
national culture and diverse traditions. In each of
these areas, the Strategy identifies a set of initia-
tives to help Kazakhstan meet its goals.

The Kazakhstani government should be ap-
plauded for its ambitious and worthy goals. But
many of these will prove hard to achieve. How-
ever, even if the Kazakhstanis realize only some
of them, they will go far toward advancing the
country’s economic and social progress.

New Markets

The Strategy emphasizes the importance of de-
fining new international markets where Kazakh-
stan can become a leading global competitor and
thereby generate future sources of economic
growth. The government has identified develop-
ing alternative energy sources, investing in agri-
cultural industry, and proving civilian space ser-
vices as important international niches.

However, with respect to the latter, Kazakhstan
faces a variety of obstacles in its quest to become
a niche provider of international civilian space
services. Under its current lease, Russia rents
and administers Kazakhstan’s primary space
station, Baikonur, for $155 million per year, until
2050.2 Furthermore, the space agencies of the
United States, the European Union, Japan, Cana-
da, and even Russia have envisage using Baiko-
nur for only a limited time period until alterna-
tives develop.3 India, Iran, and other countries
seeking to establish a presence in outer space
aim to develop national capabilities that do not
depend on foreign space providers. As a result,
Kazakhstan will find it very difficult to carve out
a major role in outer space.

To modernize its agricultural sector and become
a global leader in agricultural exports, the strate-
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gy calls on Kazakhstan to increase the share of
agriculture in the GDP by five-fold by 2050. To
do so, the state intends to increase financial sup-
port for the agricultural sector by 4.5 times by
2020. Specific measures call on the state to iden-
tify products that Kazakhstanis can produce in
large quantities in order to win major export
markets and for offering new legal and economic
incentives to medium and large agricultural en-
terprises that apply the new agro-technologies.*
But Kazakhstan faces perennial water shortages
and lacks direct access to the world’s oceans,
which makes exporting agricultural products
more expensive for Kazakhstan than for coun-
tries have more direct access to international sea
lanes.

The most specific goals for developing new mar-
kets relate to alternative and renewable energy
sources. The government wants these to account
for at least half of the country’s total energy con-
sumption by 2050, a significant increase from
the current level of 15 percent.5 Kazakhstan has
initiated a “Green Bridge Partnership,” as a plat-
form to transfer best available green technolo-
gies and practices between governments, inter-
national organizations, and private businesses.
This proposal received the support of the inter-
national community at the UN’s Rio+20 Summit
in 2012, and has since resulted in cooperation
with the European Bank for Reconstruction and
Development, the International Financial Corpo-
ration, and the World Bank.6 Additionally, Ka-
zakhstan hopes to use its role as the host of Expo
2017 on the theme of “Future Energy” as another
opportunity to establish itself as a hub for devel-
oping energy solutions across Central Asia.

The government wants alternative and
renewable energy sources to account for
at least half of the country’s total energy
consumption by 2050. Despite good inten-
tions, the plan’s stress on expansive indus-
trial growth and exploiting Kazakhstan's
abundance of hydrocarbon resources sug-

gests green technologies will receive less
emphasis than desired. With abundant oil
and gas, Kazakhstani managers are unlike-
ly to pay the premium for green practices
based on renewable and sustainable ener-
gy sources.
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Although Kazakhstan-2050 looks to create new
green technologies, reflecting what Nazarbayev
called “the third industrial revolution,” a green
economy based on alternative energy is more
expensive than a traditionally powered economy,
less dependable, and will likely only supplement
rather than replace traditional energy sources.
Despite good intentions, the plan’s stress on ex-
pansive industrial growth and exploiting Ka-
zakhstan’s abundance of hydrocarbon resources
suggests green technologies will receive less
emphasis than desired. With abundant oil and
gas, Kazakhstani managers are unlikely to pay
the premium for green practices based on re-
newable and sustainable energy sources.” The
pace of any transition will depend on technologi-
cal breakthroughs most likely to occur in more
technologically advanced countries than Kazakh-
stan.

Like many developing countries, Kazakhstan has
little incentive to develop or import expensive
green technologies. The creation of the Green
Bridge international organization in 2012 and
the launch of the Green4 project represent only a
modest start to the envisioned transformation of
Kazakhstan into a major green economy by 2050.
Since market forces alone will not generate suffi-
cient private investment in alternative energy
sources, sustained state intervention will be re-
quired to maintain this focus.

Pending the hoped-for development of new
sources of international economic competitive-
ness, Strategy-2050 calls for accelerating the
delivery of Kazakhstan’s hydrocarbon resources
to world markets. Kazakhstanis are keenly aware
that technological innovations and other devel-
opments threaten to depreciate the value of the
country’s immense oil reserves. Thus, the gov-
ernment wants to extract and export the coun-
try’s oil and gas as quickly as possible before
shale oil, LNG, and other developments realize
their full potential. The Ministry of Economic
Affairs and Budget Planning expects oil produc-
tion to rise from 82 million tons of crude and
condensed gas in 2013 to 110 million tons in
2018.8 Despite occasional clashes with the gov-
ernment, foreign investors support policies that
promote a more rapid repayment of invest-
ments.?
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Although Nazarbayev and his team have strived
to use a large part of Kazakhstan’s energy reve-
nue windfall to develop other economic sectors
and promote education and technical training,
the country's prosperity for at least the next dec-
ade will remain heavily dependent on world en-
ergy prices and the health of the international
economy.

Entrepreneurship, Innovation, and Transpor-
tation

To support the future growth of national entre-
preneurship, the government will introduce new
tax credits by 2020 to stimulate investment by
private entrepreneurs. Nazarbayev has said that
the new tax policy would be socially oriented
and emphasize stimulating internal growth, do-
mestic exports, and the individual savings and
investments. This adds to Kazakhstan’s previous
strategy, the “Concept of Legal Policy for 2010-
2020,” which advocated simplifying tax report-
ing, reforming certain types of taxes, providing
more tax incentives for certain categories of tax-
payers, and generally lowering the tax rate in
order to promote Kazakhstanis’ internationally
competitiveness. But this program remains at an
inchoate stage with observers awaiting more
detailed legislative proposals.

Kazakhstan advocated simplifying tax re-
porting, reforming certain types of taxes,
providing more tax incentives for certain
categories of taxpayers, and generally
lowering the tax rate in order to promote

Kazakhstanis’ internationally competi-
tiveness. But this program remains at an
inchoate stage with observers awaiting
more detailed legislative proposals.

Several initiatives within the Strategy-2050
framework aim to promote national diversifica-
tion through innovation, cluster projects, and
niche development. The creation of Nazarbayev
University and the Park of Innovation Technolo-
gies represent two major projects designed to
pursue this agenda. Nazarbayev University has
sought to become a world-class institution for
applied research that can improve people’s lives.
The Park of Innovation Technologies is currently
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one of nine special economic zones (SEZ) within
Kazakhstan designed to offer tailored regional
incentives for investors.10

A related effort aims to double the share of small
and medium enterprises (SME’s) in Kazakhstan’s
national economy by 2030. To do so, the gov-
ernment intends to reduce regulatory burdens,
combat corruption more effectively, make public
officials more accountable, and improve support
mechanisms for Kazakhstani SMEs through their
participation in the Eurasian Economic Space,
whose members have a combined population of
almost one hundred million people. Strategy-
2050 envisages stronger public-private partner-
ships and a new stage of privatization to use
market pressures to make national industries
more competitive. It proposes transferring non-
strategic enterprises to the private sector, and
cites implementation of the “People’s IPO” pro-
gram as the first step in this direction. Through
the program, people have purchased shares in
Air Astana, KazTransOll, and KEGOC (the nation-
al grid company) in public auctions.!! The gov-
ernment plans future privatization sales for the
rail monopoly Temir Zholy and eventually the
national oil and gas company KazMunayGas.12

Innovation is important for raising Ka-
zakhstan’s national competitiveness.

Nonetheless, these projects will need to
overcome obstacles, including a paucity of
technologies with commercial potential,
insufficient numbers of national skilled
entrepreneurs and managers, a lack of
effective methodologies for moving inno-

vative products from the laboratories to
markets, and few incentives for businesses
that already profit from employing exist-
ing technologies based on low-cost labor
to adopt new unproven technologies or
initiatives to raise their workers’ human
capital.

Innovation is important for raising Kazakhstan’s
national competitiveness. Nonetheless, these
projects will need to overcome obstacles that
have impeded earlier innovation initiatives.
These include a paucity of technologies with
commercial potential, insufficient numbers of
national skilled entrepreneurs and managers, a
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lack of effective methodologies for moving inno-
vative products from the laboratories to markets,
and few incentives for businesses that already
profit from employing existing technologies
based on low-cost labor to adopt new unproven
technologies or initiatives to raise their workers’
human capital.13

Widespread corruption continues to undermine
Kazakhstan’s investment reputation.l4 Kazakh-
stan received a score of 28 (0 signifies highly
corrupt) in the 2012 Corruption Perception In-
dex (CPI) and is ranked 133t out of 176 coun-
tries.1> Measures to combat corruption in recent
years include a 15 percent raise for public serv-
ants, implementation of the Strategic Anti-
Corruption Plan 2010-14, and enforcement of
existing laws, as demonstrated by prominent
arrests of junior and senior civil servants.16 Ka-
zakhstan’s SMEs also face an unwieldy and arbi-
trary bureaucracy, manifested in unexplained
delays in issuing permits, unofficial business
inspections, and other difficulties.!” Further-
more, Nazarbayev and other influential Kazakh-
stani officials have expressed major concerns
about the fewer than expected benefits Kazakh-
stan is receiving from its participation in the
Eurasian Economic Space.

Strategy-2050 also wants Kazakhstan to become
a regional transportation hub by improving
routes within the country as well as with neigh-
boring regions and beyond. The “Global Infra-
structural Integration” program aims to deepen
Kazakhstan’s connections with world markets in
general and the main transport corridor between
Western Europe and Western China in particu-
lar. According to Nazarbayev, projects under this
program will double the volume of transit traffic
through Kazakhstan by 2020 and increase it ten-
fold by 2050.18

But in order to be successful, Kazakhstan will
need to standardize cross-border procedures
and address a shortage of railway cars and other
bottlenecks to the country’s transportation sys-
tem.!® Furthermore, the underdeveloped supply
chains and poor rural roads continue to impede
access to its Caspian Sea port facilities, discour-
aging trade and distribution, increasing transac-
tion costs for producers and hindering develop-
ment, particularly, in the agricultural sector. An
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example is the meat and dairy sector, where a
shortage of modern cold storage and transporta-
tion is preventing the sale of products beyond
the local market.20

More generally, Kazakhstan’s ambition to be-
come a regional transportation hub confronts the
same problem that bedevils the U.S. New Silk
Road initiative, including that Central Asian gov-
ernments like to manage trade flows since it al-
lows them to secure monopoly rents, distribute
patronage, and other benefits even if it reduces
their overall trade and distorts the international
commerce that does occur. Furthermore, exces-
sive customs duties, the absence of a free trade
zone or common Central Asian membership in
the World Trade Organization, and Eurasia’s
undeveloped transportation, communication,
and other essential commercial infrastructure
further impede regional commerce.

Building a Better State

The section on “New Principles of Social Policy”
urges greater support for the rights and protec-
tion of women, children, and low-skilled workers
through measures to reduce social inequality and
raise welfare.

The section on “New Principles of Social
Policy” urges greater support for the
rights and protection of women, children,
and low-skilled workers through
measures to reduce social inequality and
raise welfare. Much of the text is visionary

and declarative, but Strategy-2050 does
propose measures to promote small town
development by financing anchor invest-
ment projects aimed to diversify the econ-
omies of single-industry cities.

Much of the text is visionary and declarative, but
Strategy-2050 does propose measures to pro-
mote small town development by financing an-
chor investment projects aimed to diversify the
economies of single-industry cities.2! In order to
decrease outward migration, strengthen national
statehood, and develop Kazakhstani democracy,
the Strategy relies mainly on improving public
management, strengthening local governments,
increasing the number of rural governors elected
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by popular vote, and creating a professional state
apparatus. The “New Public Service Law” is one
new measure identified to counter corruption,
increase the transparency in the public servant
selection process, and hire better public serv-
ants. Another approach is to create National Per-
sonnel Policy Commission to identify and pro-
mote “A-class” candidates and to assign the State
Service Agency with the task of creating new
mechanisms for career promotion. The Strategy
commits the government to modernize the na-
tional legal system, reform law enforcement
agencies, and combat corruption and hooligan-
ism.

Kazakhstan already boasts good human capital
resources. The percentage of young people en-
rolled in educational institutions is already the
highest in the new country’s history and superior
to that found in the other Central Asian coun-
tries.22 The UN Development Program ranks Ka-
zakhstan as one of the world’s most literate na-
tions. But raising the skills of its citizens remains
important because the country’s population
growth is expected to stabilize in the coming
decades at around 20 million people. One reason
for such stabilization is the already high propor-
tion of the Kazakhstani population that lives in
urban areas, which at 55 percent is the highest in
Central Asia. Another factor is the large propor-
tion (26 percent) of “European ethnicities,”
mostly Slavs and Germans, in the country’s popu-
lation; they tend to have fewer children than
ethnic Kazakhs.

But demographers expect to see a gradual transi-
tion towards smaller families even among the
country’s non-Europeans.23 Kazakhstani officials
want to attract more foreign experts to contrib-
ute to the rapidly growing economy through var-
ious technical assistance projects and direct poli-
cy advice, but national security considerations
will constrain use of this option. Unless the
productivity of Kazakhstani citizens continues to
rise, this demographic plateau could serve as a
natural limiting factor for national economic
growth, especially in the agricultural and ser-
vices sectors.
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Additional Assessments

Kazakhstan’s long-range planning reflects a con-
scious sense of political transition to a post-
independence successor generation. The country
enjoys a valuable mix of rare minerals, hydro-
carbon resources, and fertile land, especially on a
resource per capita ratio, which underscores its
small population. However, Kazakhstan must
diversify its economy beyond resource exports
to more sustainable economic sectors to sur-
mount the “middle-income trap” that has en-
snarled so many other developing states whose
growth plateaus after they can no longer achieve
easy gains from adding low cost inputs to na-
tional production. Further major increases in
aggregate and per capita GDP will require reduc-
ing the country’s heavy dependence on natural
resource exports. An overreliance on extractive
industries is characteristic of the so-called
"Dutch disease.2*

Despite past efforts at diversification beyond the
export of oil and gas, most non-resource sectors
of the economy continue to suffer from low
productivity and competitiveness.25 Kazakhstan
needs to improve the quality of its workers
through enhanced education and training. The
original Kazakhstan-2030 was based on the as-
sumption that a new generation would lead the
country by that year. Now the 2050 plan estab-
lishes the broad goals and strategies they should
pursue as they assume leading positions in the
country’s public and private sectors.2é

Strategy-2050 is partly a response to a number
of global issues that affect Kazakhstan as well as
other countries: growth and ageing of the popu-
lation, food and energy shortages, water scarcity,
dwindling natural resources, the third industrial
revolution (i.e. green technologies), social insta-
bility, crisis of civilizational values, and threat of
future economic crises. Kazakhstan’s ability to
surmount some of these challenges is lower than
more wealthy or military powerful countries.

The country is physically remote from world
markets. It only has access to the Caspian Sea for
shipping goods by water, while most road, rail-
ways, and pipelines still run northward through
Russia, reflecting their Soviet origin. Despite
great efforts by Kazakhstan and some of its
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neighbors to develop the region’s transportation
infrastructure, many physical or non-physical
barriers impede trade throughout Central Asia
and Caspian regions. The Strategy correctly iden-
tifies this problem and proposes working with
foreign partners to reduce obstacles, but they
need to cooperate, which is beyond Kazakhstan'’s
control. Besides the reluctance of some other
Central Asian states to partner with Kazakhstan,
Russia and China have their own competing eco-
nomic preferences for the region, while continu-
ing chaos in neighboring Afghanistan will have a
detrimental impact on Kazakhstan’s regional
integration plans. Another uncertainty is how
Kazakhstan's membership in an enlarging Eura-
sian Economic Union largely under Moscow’s
control will affect its economic wellbeing and
autonomy.

Finally, in its attempt to break into the elite ‘top
thirty’ most advanced national economies, Ka-
zakhstan will face severe resistance from other
countries that are already in the club. They
would have to experience drastic setbacks to
decline sufficiently to allow Kazakhstan to sur-
pass them. Kazakhstan would also face major
competition from other emerging economies
such as Poland (39t), Argentina (45t) and many
other strong candidates that rank higher on the
UNDP chart than Kazakhstan (68t).27Even if
Kazakhstan does not rise to ranks of the top 30
countries, one can consider its strategy success-
ful if it helps the country move toward that goal.
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contemporary Central Asia, and to become
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provides a platform for different, and even
sometimes confradictory, points of view
on contemporary Central Asia. The CAP
sirives to bring together counterparts
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