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Kazakhstan: Country Report
Moving Toward Democracy and Free Markets:

On December 16, 1991, Kazakhstan became the last of the former-Soviet republics to proclaim its independence. Though President Nursultan Nazarbayev and his administration formally endorse democracy, Kazakhstan is considered one of six authoritarian states that currently exist in the post-Soviet space.
 Nazarbayev has[image: image3.png]Gross domestic product
(USS$ b; market exchange rates)

Russia
Foiand
Czech Republic
Romania
Kazakhstan
Uiine
Hungary
Siovata
Coatia
Beanus
Aaethaan
Buigara
Sovera
Sebia
Usbekitan
tharia
Lo
Esoria
Turkmenistan
Sosna and Hercegowt
Georga
Abaria|
Ameria
Macedora
Vodoa
Tadstan
ey Repuic

[ 50 0 150 20

Soutces: EconomistInelligence Unitestimates; national sources.



 led Kazakhstan through a period of economic growth by promoting economic modernization and diversification, focusing now on expanding the production of energy and mineral products.

Economic Indicators:

· Kazakhstan’s real GDP has increased by 7.1% in the first half of 2011.

· Kazakhstan experienced a deficit of US $4.2 billion in 2009, followed by a surplus of US $4.3 billion in 2010. Kazakhstan’s account for the 2nd quarter of 2011 reflected a surplus of US $2.8 billion. Kazakhstan’s account is expected to maintain a surplus for the duration of 2011.

· Authorities devalued the tenge in February 2009 to the exchange rate of tenge 150: US $1. The tenge became 20% weaker than its value in 2008.
 

Economic Structure:

· GDP by sector: agriculture 2%, industry 34%, services 52%.

· Principal export commodities include: mineral products 75%, metals 13%, chemicals 5%, food products 3%, others 3%.

· Important international ties: China is an important component of Kazakh foreign policy; economic and security links with Russia (including a recent customs union established in July 2010).

· The US Agency for International Development (USAID) has been the largest single-country donor organization to Kazakhstan, investing more than US $500 million in programs to assist the development of the economy since 1992.

Political Considerations:

· Kazakhstan has a centralized political system, with the President exercising total control. The nat[image: image4.jpg]The EURASIA CENTER



ional legislature includes a 107-seat lower house (Majilis) and a 47-seat upper house (Senate). The Council of Ministers is headed by the Prime Minister, who is appointed by the President. Both judiciary and legislative branches are subservient to the President. The President maintains full authority over the local and regional governments and there are no direct elections.

· Weaknesses of political and religious opposition solidify Nazarbayev’s administration. In a recent Presidential election in April 2011, authorities reported that Nazarbayev received 96% of the vote. No election since Kazakhstan’s independence has been regarded as free or fair by international observers.

· Civil unrest in the form of strikes by energy workers in western Kazakhstan since May 2011 may risk political stability.

Attractions:

· New, Large Market: Kazakhstan’s strongest economic attraction remains its vast energy reserves, which have only been available on a global scale since the fall of the Soviet Union.
· Decreasing Unemployment Rate: The unemployment rate has been steadily decreasing since 2009. The unemployment rate as of July 2011 was 5.3% and is expected to decrease further.

· Economic Modernization: Officials plan to modernize three main oil and gas refineries controlled by KazMunayGaz. The modernization is geared towards increasing the processing capacity of Kazakhstan and enabling th[image: image5.png]>
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e country to be self-sufficient in the production of fuel products.

· Emergence as a Staple in International Organizations: In 2010, Kazakhstan became the first member of the Commonwealth of Independent States (CIS) to act as chair in the Organization for Security and Cooperation in Europe (OSCE) summit. Kazakhstan will also serve as chair of the Organization of the Islamic Conference (OIC) in 2011.

Troubled Spots:

· Domestic Conditions: Poor pay and conditions have led to the current strikes by energy workers. Though the regime has made improvements to the living conditions in recent years, there is a need to continue to focus on improving domestic conditions.

· Dependence on Natural Resources: Although its energy reserves and minerals are attractive assets, they run out, and thus, Kazakhstan must diversify its economy in the future—problems exacerbated by the large role of the state.
· Industry: Although the extent of which industry is relied upon for economic output has decreased, industry still constitutes nearly 35% of all economic output. Although a shift away from industry has already begun, the administration realizes the importance of the need for further economic modernization and diversification.
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