ISSN 1563-0307; eISSN 2617-5843 Dduiocousi, MOICHHETTaHY, casicaTTaHy ceprsichl. Ne4. (86) 2023 https://bulletin-philospolit.kaznu.kz
IRSTI 11.25.47 https://doi.org/10.26577/jpcp.2023.v.86.14.012

Y.D. Dossymkhan ®. , M.B. Zhanarstanova © ", A.T. Tursynbek ®.

'Astana IT University, Kazakhstan, Astana
Eurasian National University, Kazakhstan, Astana
* e-mail: m.zhanarstanova@astanait.edu.kz

SUSTAINABLE ECONOMIC DEVELOPMENT
OF KAZAKHSTAN IN EAEU STRUCTURE

Abstract: The study of the problems of integration cooperation of Kazakhstan with other interna-
tional actors in the Eurasian space is becoming particularly acute. Political and international problems
and shifts arising at the top table of world affairs do not bypass the Eurasian region, which affects the
interests of international actors of the Eurasian space. The factors that have influenced the growth of
interest in integration issues in the present period are primarily related to the reconstruction of world
policy: the ongoing global changes, global crises, geopolitical disagreements and conflicts negatively
affect the integration structures and their further development. The political-economical situation of the
Eurasian Economic Union (hereinafter — EAEU) against the background of recent geopolitical changes
requires special attention.

Kazakhstan is one of the main participants of the Union. The current state of geopolitical changes
brings new challenges and risks, requires rethinking and possibly transformation of the national foreign
policy towards the EAEU and its participants. This paper is aimed at studying the potential of Kazakhstan
and the political-economic aspect of Kazakhstan’s stay in the Union. Moreover, further development of
Kazakhstan in EAEU in the realities of geopolitical changes, especially against the background of anti-
Russian sanctions, and the conflict between Russia and Ukraine.

Our findings indicate that the economic potential of Kazakhstan within the EAEU is better defined
and regulated through freedom of movement, services, and labor.

Key words: EAEU, Kazakhstan, political integration, economic integration, economic potential,
trade policy.
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'Astana IT yHuBepcuTeTi, KasakcraH, ActaHa K.
2A.H. T'ymmnaeB aTtbiHaarbl Eypasus YATTbIK yHuBepcuTeTi, KasakcTaH, AcTaHa K.
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EADO KypbiAbIMbIHAAFbI Ka3akCTaHHbIH, TYPaKTbl SKOHOMMUKAABIK, AQMYbl

AHHoTaumsa: KasakCTaHHbIH, eypasusiAblK, KeHICTiKTeri 6acka XaAblKapaAblk, CyObeKkTiAepMeH
VMHTErpaumsiAbIK, bIHTbIMAKTaCTbIFbl MOCEAEAEPiH 3epTTey epekile eTKip cunat aayasa. Cadcu kaHe
XaAbIKapaAblK, MOCEAeAep MEH SAeMAIK iCTepAiH >KOFapfbl YCTEAIHAE TYbIHAQMTbIH e3repictep
eypPasmIAbIK aiMaKTbl alHaAbIM eTrenAl, BYA eypasmsAbiK KEHICTIKTIH XaAblKapaAblK, CyObeKTIAepiHiH,
MYAAEAepiH Ko3farabl. Kasipri keseHAe MHTErpaumsiAblK, MOCEAEAEpPre KbI3bIFYLUbIAbIKTbIH, ©cyiHe
acep eTKeH (hakTopAap, €H aAAbIMEH, DAEMAIK CasicaTTbl KalTa KypyMeH 6aiAaHbICTbl GOAbIM >KaTKaH
>kahaHAbIK, e3repicTep, >kahaHAbIK, AaFAapbiCTap, reocasicM KeAicreyuliAikTep MeH KakKTbIFbiCTap
VMHTErpaumsiAbIK, KYPbIAbIMAQPFA >KOHE OAaPAbIH OAQH 8pi AamybliHa Tepic acep eTeAi. COHFbl reocasicu
e3repicrep asicbiHAa EypasmsiAbik, 5KOHOMMKAABIK, 0AAKTbIH (6yAaH api — EADO) cascn-3KOHOMMKAAbBIK,
>KaFAarbl epeklle Ha3ap ayAapyAbl KaXeT eTeAi.

KasakcraH OAaKTbIH Herisri KaTbiCylblAapbiHbIH 6ipi 60AbIN Tabbliraabl. [eocasicu e3repicTepain
Kasipri >karaarbl >KaHa CbIH-KAQTEPAEP MeH TayeKeAapep TybiHAATaabl, EADO keHe OHbIH
KATbICYLLbIAAPbIHA KATbICTbl YATTbIK, CbIPTKbI CasgcaTTbl KaiTa KapayAbl X&He MyYMKiH TpaHcgopmaum-
sAayAbl TaAan eteai. bya xxymbic KasakcraHHbiH eAeyeTiH oHe KasakcraHHbiH OaakTa GOAYbIHbIH
CasiCU-3KOHOMMKAAbIK, aCreKTiCiH 3epTTeyre 6arbiTTaaraH. OHbIH YCTiHE reocasicv e3repicTepAiH HaKTbl
>KarAarblHAQ, acipece Pecerire kapcbl caHKUMIAAp, Pecert MeH YkparHa apacbiHAFbl KaKThIFbICTAp asi-
cbiHaa KazakcTaHHbIiH EADO-aaFbl 0AaH 8pi 9KOHOMUKAABIK, AAMYy MOCEAECI.

bi3aiH KOpbITbIHAbIAAPLIMbLI3  KasakcTaHnHbiH, EADO  weHOepiHAeri 3KOHOMMKAABIK, SOAEYeTi
KO3FaAbIC, KbIBMET KOPCETY >KOHEe >KYMbIC KYLUiHIH ePKIHAIT apKblAbl >KaKCblpaK, aHbIKTAAFaHbIH YKaHe
peTTeAeTiHIH KepceTeAi.

Ty#in ce3aep: EADO, KasakcTaH, cascy MHTerpaumsi, 3KOHOMUKAAbIK, MUHTerpaumsi, SKOHOMUKAABIK,
9AEYeT, cayaa cascaTbl.
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YcToiumBoe skoHomu4yeckoe pa3Butne KasaxcraHa B crpyktype EA9C

B HacTosiuiee Bpemst 0ocobyio 0CTPOTY NprobpeTaeT usyueHue npobAeM MHTErpaLMOHHOTO COTPYA-
HuyecTBa KaszaxcraHa C¢ APyrmmu MexKAYHapOAHbIMM MFPOKaMM Ha eBPa3mMinCKoM NpocTpaHcTae. [o-
AUTUYECKME N MEKAYHAPOAHbIE MPOOAEMbI M CABUMM, BO3HMKAIOLLME HA MUPOBOM apeHe, He 0OXOAST
CTOpPOHOV EBpa3uiickmnini pernmoH, 4to 3aTparMBaeT MHTEPEChl MEXKAYHAPOAHbBIX aKTOPOB €BPa3mnIMCKOro
npoctpaHcTBa. MakTopbl, MOBAMSIBLLME HA POCT MHTEpeca K NPoOAeMam MHTerpauum B COBPEMEHHbII
nepmoA, CBS3aHbl, MPEXAE BCEro, C NepecTpomkon MMPOBO MOAUTUKM, @ UMEHHO, MPOUCXOASILLME TAO-
6GaAbHble M3MEeHEHUs, TAOGaAbHbIE KPU3UChI, FTEONMOAUTUYECKME PA3HOTAACUS 1 KOH(AMKTbI HEraTUBHO
BAMSIOT Ha MHTErpaLMOHHble CTPYKTYPbl M UX AdAbHelLlee pasButhe. [MOANMTUKO-3KOHOMMYECKas Ch-
Tyaumsi B EBpa3surickom akoHommuyeckom cotose (aanee — EADC) Ha (hoHe MOCAEAHUX FreONOANTUYECKMX
M3MEHEHNIN TpebyeT 0CoOO6Oro BHUMAHMS.

KaszaxcraH 1BASeTCS OAHMM M3 OCHOBHbIX Y4acTHNKOB Coto3a. CoBpemMeHHOe COCTOSIHME reonoAn-
TUYECKMX M3MEHEHWIA HECET C COOOI HOBbIE BbI30OBbI U PUCKM, TPEBYET NepeoCMbICAEHNS U, BO3MOXHO,
TpaHcopMaLmMmn HaUMOHAABHOM BHELLIHEN NMOAUTUKM B oTHowweHun EADC 1 ero yyacTHMKoB. AaHHas
CTaTbs HanpaBAeHa Ha M3y4eHue noteHumMaa KazaxcraHa M MOAMTUMKO-3KOHOMMYECKOro acnekTa rnpe-
6biBaHMs KazaxcraHa B Coto3e. boaee Toro, aaabreiiiee passutue KasaxcraHa B EADC B peaamsix reo-
MOAUTUYECKMX M3MEHEHMI, 0COBEHHO Ha (DOHE aHTMPOCCUIMCKMX CaHKLMIA, KOH(PAMKTA MexxAy Poccuren

1 YKpanHom.

Hawm pe3yAbTaThl NOKa3bIBAOT, YTO 3KOHOMMYECKMIM NoTeHumaA KasaxcraHa B EADC ayulue onpe-
AEASIETCSI U PETYAMPYETCS NMOCPEACTBOM CBOOOADI MEPEABMMKEHUS, YCAYT U TPYAQ.
KaroueBble caoBa: EADC, KasaxcTaH, MoAMTMYECKas MHTErpaumsi, 3KOHOMMYeckas MHTerpaums,

3KOHOMMYECKNN NnoTeHUMaA, TOproBad NnOAUTUKaA.

Introduction

The characteristic feature of the twenty-first
century is the development of the trend towards the
formation of international integration blocs. Global
trends of this kind are reflected in the Eurasian area
as in the other parts of the planet. Among many in-
tegration formations, the Eurasian Economic Union
occupies a special place in the development of the
economic potential of the region. The creation of
EAEU meant strengthening of trade and economic
ties, the improvement of national economies of par-
ticipating countries and the stability of international
positions in the world order.

In modern geopolitical structure, EAEU is one
of the most important and relevant integration sys-
tems in post-Soviet area. Organizational expansion,
military-political conflicts in post-Soviet area, glob-
al crises and other factors directly affect the member
countries of integration association and raise many
questions about the future of the EAEU. The EAEU
is currently in the process of establishing a common
economic space which envisages a single, coordi-
nated and coherent policy in multiple areas of eco-
nomic management as well as the regulation of vari-
ous sectors through the establishment of single and
common markets. One of the key tasks of the EAEU

is to form common markets in sectors defining the
structure of economies and to lay the foundation
for the common market of the Union in the future
(Kheyfets, 2019).

However the facts which prevent the sustainable
development of EAEU member countries such as
political economic pressure against Russia, the con-
flicts of the participating countries with other inter-
national actors, financial crises have a tremendous
bearing on the international policy and raise many
questions about the prospects for the development
of this association.

Russia, being one of the driving forces of Eur-
asian integration, is interested in preserving and
expanding its influence over the Eurasian area. The
EAEU is an association of states that differ accord-
ing to their power and influence, and the contribu-
tion of each member is proportionate to its level of
economic development. The Union is mostly de-
pendent on Russia’s economy and sanctions are to
exert political influence over Russia’s allies in the
EAEU. At the same time, however, sanctions im-
posed against Russia were gaining momentum in
the context of the escalating Ukraine crisis. Having
emerged in 2014, sanctions have established them-
selves firmly as an element of negotiation between
Russia and the West. Against the backdrop of the de-
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velopment of a new international integration group-
ing in which Russia played an active role, the EU,
the U.S. have paid increased attention to affecting
Russia’s economy via the use of restrictive measures
(Makhmutova, 2019).

This raises a question about the integrity and
the future of the Union, the functioning of which is
mostly linked to the viability of Russia’s economy
as well as to innovative approaches to the strength-
ening of the EAEU’s international image.

Concerning Kazakhstan there was a case which
took place in January 2022, which raised questions
about the rationality of Kazakhstan’s membership in
EAEU among the citizens.

January events led to mass riots, a threat to na-
tional security and the integrity of the state, was a
vivid example of citizens’ distrust of the decisions
of the authorities. One of the elements of the pro-
test, along with the main ones, was the demand to
withdraw from the EAEU. At the beginning of its
creation, the Union had tremendous support from
the citizens of the participating countries, but now
there is a decline and even criticism in the direction
of unification (Chernyshevskaya, 2023).

This issue should not be left unnoticed since
issues of international integration should take into
account the opinion of the people. The lack of cov-
erage of this topic by the people leads to ignorance
and misinterpretation of a particular decision of the
state. It is safe to say that in the sphere of foreign
integration policy, the coverage of the people about
the processes of Eurasian integration is negligible,
therefore, the people have a reasonable question:
“Why do we need integration?”, “What is the benefit
to us from integration?”.

To answer these questions in this paper we tried
to evaluate the political and economic potential of
Kazakhstan’s participation in the Union and what
risks and threats await the country.

Materials and methods

The methodological base consists of an aggre-
gate of general scientific and special methods. A
group of methods were used with the purpose of
studying and analyzing the political-economic po-
tential of Kazakhstan in the structure of the EAEU.

The historical method contributed to the study
of evolution and formation of Kazakhstan’s inte-
gration processes within the Eurasian zone as well
as it helped to identify cause-and-effect relations.
Logical method significantly helped to place the
presented matter in accordance with historical facts
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and realities of studied area as well as to unite dif-
ferent aspects of the subject being investigated into
a structured knowledge. System-based analysis al-
lowed authors to study integration processes of the
Eurasian zone comprehensively and by multiple as-
pects, in the structure of global integration processes
as well as to identify interconnection and interde-
pendence of phenomena being studied.

Our study is based on trade flows that are es-
timated using statistical trade data of the Eurasian
Economic Commission and World Bank across
2015-2022. To address research questions, we an-
alyzed statistical data from open sources (World
Bank Open Data, n.d.).

The applied methodological base gives the op-
portunity of solving the raised issues and of drawing
relevant conclusions.

Results and discussion

Kazakhstan and the trade partners.

To analyze the economic potential of Kazakh-
stan within the EAEU framework, it is necessary
to describe the trade and economic relations of the
Republic of Kazakhstan with participating countries
and other geopolitical actors.

Trade and economic relations of Kazakhstan
are currently regulated by bilateral agreements with
third countries and the Eurasian Economic Union
Treaty with participating countries.

The peculiarity of the EAEU was that the Union
was positioned as an analogue of the EU in the Eur-
asian area, adapted to the realities of the post-Soviet
area. At the same time, the emphasis has always
been on regional economic integration, which would
lead to the modernization of participating countries,
without participation of political aspects.

One of the strategic partners of Kazakhstan is
Russia. Kazakh-Russian relations have strong coop-
erative, economic ties. In trade relations between the
two countries, Kazakhstan acts as a net importer, but
at the same time trade positions are diversified. In
the trade structure between Kazakhstan and EAEU
members, about 90% is occupied by Russia.

Kazakhstan is also the main investment, trade
and economic partner of the Kyrgyz Republic after
Russia. Kyrgyzstan occupies 4% of the total trade of
Kazakhstan with EAEU countries.

The next significant Kazakhstan partner is Be-
larus, whose percentage share is 3.6% of Kazakh-
stan’s trade turnover. The structure of exports is
non-primary products, while imports consist of
equipment, machinery, light industry, etc. Trade
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turnover between the countries in 2019 amounted to
756.3 million US dollars, which is 11.3% more than
the year earlier.

With the accession of Armenia to the EAEU,
trade relations between the two countries have no-
ticeably deepened. However, mutual trade is com-
plicated by the lack of direct logistics routes (railway
communication). Therefore, mutual trade between
Kazakhstan and Armenia is only 0,1%. However,
before the global pandemic, trade turnover showed
a positive trend. In 2019 supplies of livestock and
electrical equipment increased, as did imports of al-
coholic beverages, jewelry and leather goods, ciga-
rettes and their substitutes.

Kazakhstan conducts active foreign trade with
the Central Asian countries. The main trade partner
of Kazakhstan in Central Asia is Uzbekistan. Ka-
zakhstan is the second largest investment partner of
Uzbekistan. Countries strengthen foreign trade rela-
tions every year, more than 900 Kazakh enterprises
operate in Uzbekistan, negotiations were held on
implementation of 13 projects in light industry, food
industry, engineering, livestock, agriculture, etc. In
the second half of 2020, both countries expanded the
road map for cooperation.

It is impossible not to be noted the constant keen
interest of China in Kazakhstan. This behaviour is
due to China’s desire to gain access to Kazakhstan’s
raw materials, primarily mineral resources, oil prod-
ucts, gas, etc. According to some authors, China
seeks to expand the supply of domestic products to
the Kazakhstan market, in addition, it aims to bind
Astana with economic obligations through the pro-
vision of financial assistance and loans. Moreover,
experts believe that true intentions of the PRC are
deeper than just economic or security cooperation
(EDB Mutual Investment Monitoring).

Given the relevance of foreign trade for Ka-
zakhstan with third countries, the highest echelons
of country continue to take an active position in ex-
panding foreign trade. In 2019 country’s ministries
held about 50 events involving 300 Kazakhstani
business entities.

However, despite the desire of countries to
build environmentally friendly financial relations
and comply with all EAEU legal norms, undesir-
able conflicts between EAEU countries periodically
take place. This is manifested in constant accusa-
tions of each other by participating countries in non-
compliance with certain measures. For example,
Kyrgyzstan accuses Kazakhstan of creating artificial
barriers to exports (Fergana News), and Belarus ac-
cuses Russia of protectionism and use of non-tariff

regulatory measures (Davydenko, 2000). Armenia’s
dissatisfaction with the cooperation of Kazakhstan
and Kyrgyzstan with Azerbaijan was also noticed.

Despite the contradictions and conflicts that arise
in the implementation of EAEU activities, their top
officials are interested in the development and pres-
ervation of EAEU, since participation in this project
gives them certain economic benefits.

The following benefits particularly attract the
participating countries: 1) free access to the goods
of neighbouring state; 2) migration privileges,
where working capital can move and find employ-
ment without restrictions; 3) opportunity to enjoy
social rights of the host country; 4) opportunity to
participate in the work of Center for High Technolo-
gies and receive low-interest loans from Anti-Crisis
Fund; 5) high probability of attracting foreign in-
vestment being a member of EAEU.

Thus, for example, over the past four years from
2016 to 2020 volume of mutual direct investments
of EAEU countries increased from 20,5 billion to
25,4 billion US dollars, an increase of 24%. Among
them, Kazakhstan is the leader in attracting mutual
investments, which by the end of 2020 amounted to
11.2 billion. The sectoral structure of mutual direct
investments consists of such industries as oil and
gas production, chemical industry, electric power
industry, financial services, and transport. Recently
mechanical engineering and production of electrical
equipment have become a trend (Dossymkhan, Dy-
ussembekova, 2022).

A country’s high welfare directly depends on
the level of development of trade and economic re-
lations. Initially, the purpose of creating the EAEU
was to increase the level of national economies of
participating countries. With the EAEU creation
many economic issues were resolved, which gave
impetus to rapid development of economies of the
participating countries. Regulations were settled,
barriers were removed, free trade zone was opened.
Development dynamics of integration processes
within the Eurasian area varies depending on exter-
nal global factors, as well as on factors arising in
regional area (Paniyaz, Zhanpeisova, 2020).

Eurasian Economic Commission compiles sta-
tistical data on foreign and mutual trade in EAEU
goods annually by obtaining official information
from EAEU member states.

Figure — 1 shows volume of foreign and mutual
trade of EAEU countries over 7 years 2015-2021.
Total amount of non-Union exports during the pan-
demic fell sharply from USD 460,749 million to
USD 364,810 million. Before the pandemic, there
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was an upward trend in foreign trade. Exports of Ka-
zakhstan show a similar trend.

Dynamics of external and mutual exports show
that the number of exports of participating coun-
tries fell sharply in 2020. Until 2020 there has been
a steady growth in export turnover every year. It
should be noted that the export of foreign trade far
exceeds the export of mutual trade. Such indicators
show that EAEU countries are more committed to
trade with third countries. Record number of exports
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$400 000,00
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$200 000,00
$100 000,00

$0,00

of EAEU participants to other countries was record-
ed in 2018 with the amount of 490,722 million US
dollars. Russia is the largest exporter to countries
outside the union, which speaks of Russia’s power-
ful trade relations on the world stage. In 2016 there
was a decline in exports in all participating coun-
tries due to global economic and political factors.
For such exporting countries as Russia, Kazakhstan,
and Belarus, the rise or fall in energy prices directly
affects the national economy (Dossymkhan, 2020).

—
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Figure 1. External export of goods of EAEU member countries

over the past seven years (million US dollars)

According to statistical data, the volume of mu-
tual exports is much inferior to external exports of
EAEU countries. If in 2015 exports to other coun-
tries amounted to 373,845.1 million US dollars, the
indicators of mutual exports are almost 8 times less,
which is 45,615.7 million US dollars, in 2019, ex-
ternal exports reached 460,749 million US dollars,
mutual export 61 634 million US dollars respec-
tively. The main directions of EAEU external ex-
ports are China, the Netherlands, Germany, Turkey,
Korea, etc. The main importer to EAEU countries
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is China, as well as some EU countries (Germany,
Italy, France), the Republic of Korea and the USA.
Almost a quarter of all imported goods come from
China.

Main EAEU exports to third countries are min-
eral products (more than half of all exports), agri-
cultural and food products, equipment, transport
resources, metals and their derivatives.

Cars, vehicles, various high-tech equipment,
textiles, footwear, chemical products, etc. are im-
ported into EAEU countries from third countries.
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Figure 2. Mutual export of goods of EAEU member countries over the past seven years (million US dollars)

As for imports, a similar picture is observed (Fig-
ure 3, 4). If imports in mutual trade in 2015 amount-
ed to 45 654,2 million dollars, in 2016 — 42 427,2;
in 2017 — 53 812,5; in 2018 — 59 732,4; in 2019 —
61 861,1; then in 2020 we see a decline in trade to
54 163 million dollars, after rise in the previous year.

Imports in foreign trade show the same
trend. Kazakhstan remains to be a net im-

porter in mutual trade with EAEU coun-
tries.

In terms of foreign trade, Russia is ahead of all
countries, followed by Kazakhstan and Belarus. It
should be noted that these indicators are justified
due to the fact that Russia is the leader of the Eur-
asian Union both in terms of population and territo-
rial and economic indicators.
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Figure 3. External imports of goods to EAEU countries over the past seven years (million US dollars).
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According to the data, it can be argued that for-
eign trade dominates over domestic one. Despite
strengthening of trade and economic relations, in or-
der to remove tariff barriers, EAEU countries tend to
enter into trade relations with countries that are not
members of the EAEU.

For example, trade relations between EAEU and
Iran grew by 60% in 2021 compared to 2020. Ac-
cording to the Minister for Trade of EEC Slepnev
A., exports of member countries to Iran grew by
80%, and imports by 30%. Trade relations of EAEU
countries nowadays are heterogeneous. The hetero-
geneity of trade and economic relations is influenced
by certain factors: different levels of financial and
economic indicators, the standard of living of the

population, political considerations, etc. According
to the above data, it should be noted that member
countries of the Union are more inclined to export
goods to other countries than to allies. This can be
explained by the fact that countries of the Union are
mainly exporters of goods. Energy resources and
minerals are more in demand outside of the EAEU.
The state of import is the same as the export one.
According to indicators of the 7-year period, EAEU
members receive much more imports from other
countries. Even though EAEU countries are more
inclined to conduct trade relations with countries
that are not members of the Union, exports and im-
ports in mutual trade by EAEU member countries
have a positive trend.
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Figure 4. Mutual imports of goods to EAEU countries over the past seven years (million US dollars)

The global epidemic of “Covid-19” has greatly
influenced the globalization processes, regional in-
tegration and trade and economic relations in the
world. Closure of state borders and strengthening of
nation-state institution have slowed down the pace
of globalization and trade and economic processes
throughout the world. Kazakhstan did not stand
aside from new trends, overcoming difficulties after
the pandemic period, by accumulating efforts to de-
velop such areas as digital economy, pharmaceutical
industry, online education, etc.

Kazakhstan’s economic potential when joining
EAEU was much inferior to Russia and the Repub-
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lic of Belarus. For example, the Republic of Belarus
in 2009 produced finished products worth 41 bil-
lion, while Russia — 448 billion, the indicators of
Kazakhstan amounted to 19 billion US dollars. Out
of these, 17% of Belarus’s finished products belong
to mechanical engineering, in Russia the percentage
of finished products is 19%, in Kazakhstan it is only
7%.

This is explained by the fact that initially Ka-
zakhstan’s economy was aimed mainly at extract-
ing raw materials and producing incomplete cycle
goods, i.e. industrial potential was not comparable
with the Russian Federation and the Republic of Be-
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larus. According to economic observer Askarov T.,
Kazakhstan joined the EAEU with an unprepared
national economy, this was reflected in low export
potential and lack of import substitution strategy
(Satpayev, 2021).

Despite a number of complications — complex
geopolitical conditions, political and economic pres-
sure on one of the key members of the EAEU, and
the complexities involved in the adjustment of busi-
ness structures and enterprises with state participa-
tion, public authorities primarily from the economic
sphere, and EAEU members to the new working
conditions in the formats of emerging common and
single markets in the Eurasian economic space — in-
terest in mutual trade among the states of the EAEU
is growing (Makhmutova, 2019).

The signing of the EAEU Treaty became the
starting point for a further development of integra-
tion processes since the text of the Treaty provides
a plan for moving towards those common markets
that had not been created as of the beginning of
2015. These include common markets for medicines
and medical devices, electricity, oil, gas and petro-
leum products, as well as financial markets.

At present days economic potential of Kazakh-
stan at the same time preserves traditional direc-
tions of development in supporting the processes of
Eurasian integration, as well as in accordance with
established trends and developing new markets and
industries.

In accordance with the Treaty on EAEU Estab-
lishment, its main task is to improve the well-being
of citizens, for which “4 freedoms” must be pro-
vided: the movement of goods, services, capital and
labor. Considering this attitude, we will analyze the
potential of Kazakhstan from the point of view of “4
freedoms”.

Movement of goods. 1If we consider the move-
ment of goods in addition to creating barrier-free
trade, on January 1, 2018, the new Customs Code
of EAEU came into force, which simplified the pro-
cedure for moving goods across the customs border
of the Union, including through the introduction of
electronic declaration system (Figures and facts).

Kazakhstan’s transit potential is undeniable in
terms of the successful location of trade routes and
territory. Due to the delivery of goods by land, the
delivery time is halved compared to the sea route,
which is about 35-40 days. Speeding up the delivery
period is convenient for suppliers and consumers
from Asia to Europe. The geographical potential of
Kazakhstan is inferior to other countries only by the
lack of access to the sea.

One of the main reasons for participation in Eur-
asian integration for Kazakhstan was the reduction
of transport costs associated with remoteness from
the world’s oceans and major markets.

The priority of transit through Kazakhstan is ex-
plained by stability of political situation and favour-
able investment climate in the country, as well as
the need to pass the single customs border of EAEU
between China and EU countries (Dossymkhan,
2018).

However, the global quarantine has reduced Ka-
zakhstan’s transit potential, which is not being used
to its full potential. Although the country’s logistics
data can be considered as one of the main strategic
resources that can further attract investors, for ex-
ample, as part of the interface of the initiative: “One
Belt — One Road”.

President of the Republic of Kazakhstan To-
kayev K.Zh. on September 3, 2021on sidelines of
Eastern Economic Forum, defined the aspect of
building effective transport infrastructure, espe-
cially considering the potential and opportunities of
Kazakhstan in the development of transit hubs, in-
cluding in the context of linking national plans with
Union activities and global Chinese initiative “One
Belt and One Road” (Vinokurov, Libman, 2016).

For example, the following infrastructure proj-
ects are planned in Kazakhstan:

1) construction of a new railway line “Dostyk —
Moiynty” to expand transit from China, which will
increase the flow of goods by five times.

2) creation of a container hub with the involve-
ment of the world’s leading operators in Aktau.

3) launch of the railway line “Darbaza — Mak-
taaral”.

Implementation of these transport and logistics
projects will increase the inflow of foreign invest-
ment and replenish the budget through taxes. Ka-
zakhstan has invested up to $30 billion in logistics
industry over the past ten years. By 2050 Kazakhstan
intends to increase its transport potential tenfold.

Kazakhstan’s export potential, according to the
Committee on Statistics of Kazakhstan at the time
of'accession to CU, the country was mainly self-suf-
ficient in raw materials, i.e. metals, grains, hydro-
carbons, and petroleum products. In practice coun-
try could not provide itself with finished products.
As for food products, country fully provided itself
with flour and wheat, the rest was sent for import. In
other types, the level of self-sufficiency and export
potential is low.

Recently, there has been a growing trend towards
the development of a non-primary sector of economy
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with state support. Questions on the development of non-
primary production in Kazakhstan are distributed among
several companies (“NC “KazakhExport” JSC, “KCIIE
“QazIndustry” JSC, “QazTrade” JSC). However, the
longer the resource orientation of Kazakhstan persists,
the more difficult it will be for Kazakhstan’s economy to
compete with the Russian and Belarusian ones.

Movement of services. In the modern world, it
is services that become the main segment for most
economies. For example, within EU services ac-
count for about 70% of GDP. As for EAEU, this
figure was 59,1% in 2019. Moreover, Kazakhstan is
the leader in the share of the service sector in GDP
structure by country.

Table 1. Share of services in gross and domestic product of EAEU member states in 2019.

No Country Share, %
1 Kazakhstan 60,9
2 Russia 58,5
3 Armenia 58,5
4 Kyrgyzstan 56,7
5 Belarus 54,4
Note — compiled according to the source (Figures and facts).

In the first quarter of 2023, compared with the
corresponding period of 2022, there was an increase
in international trade in services in most member
states of the Eurasian Economic Union.

In the structure of exports and imports of ser-
vices in most countries, the largest shares accounted
for transport services and travel. Among other types
of services in Kazakhstan and Russia, other business
services, telecommunications, computer and infor-
mation services stood out (EAEU news).

The single market of services assumes:

- provision of national treatment, i.e. equal con-
ditions both for citizens/companies of their country
and for citizens/companies of other members of the
union;

- granting the most favoured nation treatment,
i.e. conditions for third countries should not be bet-
ter than for members of the union;

- providing a regime of non-application of quan-
titative and investment restrictions to business (Gla-
zyev, 2022).

Thus, at present days single market for services
operates in 53 sectors. At the same time, the goal of
member countries of the Union is to cover more sec-
tors with a single market for services.

Union plans that by 2025 single market of ser-
vices will cover at least 61 sectors. Another 8 ser-
vice sectors will be transferred to a single market
regime, including:

- general construction services for the construc-
tion of civil engineering facilities (tunnels, bridges,
pipelines, communication lines);
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- property valuation services;

- underground and ground mine surveying ser-
vices;

- services for weather forecasting and meteorol-
ogy, etc.

According to the Concept of state program for
development of trade of the Republic of Kazakhstan
for 2021-2025 to improve trade in services, the fol-
lowing measures will be taken: increasing knowl-
edge of English among service workers, attracting
foreign labor under simplified requirements, ex-
panding investment activities, promoting Kazakh-
stan brand “made in KZ”, creating service hubs in
the regions of the country.

As part of the services market, Kazakhstan and
Kyrgyzstan export travel services, Belarus exports
construction, technical, and computer services, and
Russia exports services in the field of construction,
maintenance and travel. According to EEC, in 2020
mutual services of EAEU countries amounted to 7
billion US dollars.

Movement of capital. Freedom of movement of
capital is the most restricted one of the four types
of movements. In addition to ambiguous policies
of countries, the difficulty for business in the legal
field is also an obstacle. For example, individual en-
trepreneurs must re-register in the country in which
they plan to operate. EAEU’s common financial
market includes the creation of the Common Ex-
change Space.

Direct investments in % to GDP
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Direct investments in % to GDP
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Figure 5. Direct investment in EAEU to the GDP of member countries of the union, %

Note — Compiled according to the source (Figures and facts).

Kazakhstan has the largest share of direct in-
vestment in gross domestic product.

The movement of capital and goods is compli-
cated by a number of factors. A list of 14 obstacles
that they intend to remove by the end of 2022 was
approved at a recent meeting of the Eurasian Inter-
governmental Council. It included, among others:

- an unresolved issue of collecting duties when
exporting goods from one EAEU country to another;

- impossibility of using guarantees issued by
resident banks of one Member State in public pro-
curement of another Member State;

- imperfection of the procedure for establishing
exemptions from a national regime in the field of
public procurement by Member States;

- lack of uniform requirements for certain types
of products;

- lack of conditions for information interaction
within the Union using electronic documents certi-
fied by national EDS;

- lack of legal framework for the interaction of
bodies in control and supervisory activities to com-
ply with the requirements of technical regulations of
the Union.

The Commission, together with the countries, is
constantly working to remove obstacles in internal
market of the Union. And by 2020, 12 barriers, 11
exceptions and 35 restrictions were recorded in the
register of obstacles.

Labor movement.

Of particular interest in the study is the is-
sues of migration, labor movement. Migration
issues are in the field of consideration of eco-
nomic and humanitarian cooperation. 77% of the
population of EAEU member states support the
possibility of free movement, employment, resi-
dence, business creation and education (Myrzah-
metova, 2015).

Due to the Union Treaty, citizens of all coun-
tries have equal employment opportunities and bet-
ter conditions than third-country nationals. Ben-
efits include an absence of necessity for special
permits or national recognition of education, with
the exception of certain categories in the fields of
science, pedagogy, law, medicine and pharmaceu-
ticals.

In general, EAEU documents provide for the
abolition of permanent migration registration for
citizens.

In 2019 within Kazakhstan territory, the most
worked citizens were Russian (30,158 people).
Further — citizens of Kyrgyzstan (5808), Armenia
(3120) and Belarus (1336).

Unemployment rates in EAEU decreased to
70% in 2021, which is 1,17% of people. Thus, the
number of unemployed decreased from 4,1% in
2020 to 1,3% in 2021.
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Cheap labor is also one of the export resources.
Within the union framework citizens of Kyrgyzstan
and even Kazakhstan in search of work receive un-
hindered access to labor market of the Russian Fed-
eration.

According to some authors, “the main problems
faced by Kazakhstani enterprises in EAEU condi-
tions are insufficient preparedness for qualitative
changes and unpreparedness for transition to new
format of doing business. Ensuring macroeconomic
stability is a necessary condition for formation of
sustainable competitive advantages both in EAEU
as a whole and its individual members. It will be of
great importance to increase the added value created
in EAEU and develop effective interaction between
the economies of member states. To form sustain-
able competitive advantages of member states of
the association, it is necessary to take measures to
strengthen their economic, financial and monetary
potentials. At the same time, it is important to focus
on economic modernization programs to diversify
the structure of production and exports™.

Thus, the economic potential of Kazakhstan
within the EAEU is better defined and regulated

124

through freedom of movement, services and labor.
According to the international ranking of World
Bank Doing Business 2020, Kazakhstan currently
ranks 25th in the ranking of favourable countries
for doing business, having risen by three positions
compared to 2018, thereby being ahead of all EAEU
countries (The World Bank).

Strong cross-country relations support Eurasian
integration projects. For example, in September
2021 President of the Republic of Kazakhstan To-
kayev K.-J. announced the signing of memorandum
between the government of Kazakhstan and the
“Sber” group of companies to create digital gov-
ernment platform (Eurasian weekly). This is in line
with the global trend towards the transition from
manufacturing to a digital economy.

Conclusion

Thus, Kazakhstan’s potential is realized within
the framework of the movement of three of the four
“freedoms”. Even though Kazakhstan joined the
Customs Union with relatively weak and poorly di-
versified export opportunities, the transit potential



Y.D. Dossymkhan et al.

of Kazakhstan makes it possible to speed up the de-
livery of goods from Asian countries to European
countries. Continued expansion of the service sec-
tor, both within Kazakhstan and outside, will allow
it to remain a leader in the share of the service sec-
tor in the structure of GDP among countries of the
union. At the same time given the share of direct
investment in gross domestic product, Kazakhstan
will retain its leadership as the most attractive coun-
try for investment. Further transition to a digital
economy will allow Kazakhstan to occupy niches in
a new strategy of digital space.

The success of the development of integration
associations often depends on the economic base,
innovation potential, scientific, educational, and in-
dustrial infrastructure of the country. An important
role is played by large cities, which are the focus of

regional integration processes in this process. In this
regard, it should be noted the role of Astana in for-
mation of integration ties in the Eurasian area.

For Kazakhstan, Astana is a significant city in
establishing international relations. The potential of
the capital of Kazakhstan allows holding large-scale
meetings at high levels, international conferences,
global events. In addition, there was experience in
holding such events.

In our opinion, Kazakhstan has good potential
both politically and economically for the develop-
ment of integration projects. The favorable location
of Kazakhstan, at the crossroads of Asia and Europe,
openness of Kazakhstan to global processes, and rap-
id response of foreign policy vector to changes in the
world, make Kazakhstan an undeniable participant in
international organizations with great potential.
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