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A. Introduction 
 
1.  Kazakhstan‘s economy relies heavily on its natural resources, especially oil. 
About one-fifth of Kazakhstan‘s economy, as measured by the total GDP, is comprised 
of oil, which also accounts for approximately 60% of its total merchandise exports (2010 
estimates). With the discovery of oil in the Kashagan field in the Caspian Sea, 
Kazakhstan proven oil reserves are estimated to be 39.8 billion barrels at the end of 
2010—ninth-largest in the world and the second largest in the region after the Russian 
Federation. With a production level of 1.7 million barrels per day (in 2010) Kazakhstan is 
the seventeenth-largest oil producer in the world and second-largest in the region after 
the Russia Federation.1  
 
2. The mining sector, in particular oil, was the key driver of Kazakhstan‘s economic 
performance during 2000-2010. The national growth momentum was, however, 
punctuated first by the financial crisis as access to international capital markets dried up 
in the second half of 2007. Kazakhstan was hit a second time when oil prices crashed as 
global economic conditions worsened in the last quarter of 2008. The economy staged a 
V-shaped recovery with a 7% growth in 2010 on the back of improved global conditions, 
revival in external demand for energy, and bank restructuring even though credit to the 
private sector remained weak. 
 
3. The crisis has served to expose the pitfalls of a growth strategy dependent on 
natural resources. Recent research has shown that a boom in commodity prices has a 
positive effect in the short-run, but the gains are then wiped out in the long-run in less 
than two decades, and output, at that point, is less than where it started.2 This is 
especially true of price gains in the case of non-agricultural commodities such as oil and 
minerals. 
 
4.  There are various channels through which a boom in the natural resource sector 
can impinge on the long-term growth prospects of an economy. The first channel is 
through real exchange rate appreciation as a result of foreign exchange inflows and an 
increase in price of nontradables caused by an increase in the demand for the 
nontradables. This is commonly referred to as the ―Dutch Disease‖. In these 
circumstances, it is the tradable export activities (for example, manufacturing) that have 
the potential to reduce reliance on natural resources, generate gainful employment, 
diversify the economy, and induce structural change. Second, natural resources exert a 
negative and a nonlinear impact on growth through their adverse effect on institutional 
quality.3 Third, countries that are rich in natural resources are less likely to implement 
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growth-enhancing reforms or to improve their investment climate.4 Fourth, reliance on 
natural resource revenues exposes economies to the vagaries of international markets. 
Finally, though resource revenues make a handsome contribution to the fiscal coffers of 
the government, they also pose several challenges. Among the various issues that arise 
with inflow of resource-revenues are: what to do with the revenues earned (spend now 
or invest, that is, the time profile of consumption), where to invest (foreign assets or  

domestic assets), and how to balance 
public and private sector actions (that is, 
government consumption and investment 
in relation to private sector consumption 
and investment). It is important for a 
resource-rich country like Kazakhstan to 
find the right balance between these 
opposing forces. On the one hand, capital 
is scarce and therefore returns from 
investment at home are likely to be higher. 
But on the other hand, investment might 
be riskier and may run into supply-side 
constraints causing the economy to 
overheat.5 
 
5. The Government of Kazakhstan 
has identified the diversification of the 
economy as critical to the long-term 
growth prospects of Kazakhstan. To this 
end, an ―industrial-innovative 
development‖ program was instituted in 
2000. The latest five-year program for 
2010-2014, released in March 2010, (see 
Box 1), notes that the previous 
industrializations strategy initiated in 2000 
achieved only some results in terms of the 
diversification of the economy.6  
 
6. Kazakhstan graduated from a 
lower-middle income country to an upper-
middle income country in 2006. In this 
context, a relevant issue to economic 
diversification is that of avoiding the 

middle–income trap through a sustainable 

growth process. While Kazakhstan is not yet in the middle–income trap, it is imperative 

that Kazakhstan puts in place an appropriate policy framework to avoid the middle-
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Box 1 : Accelerated Industrial and Innovative 
Development Program of the Republic of 

Kazakhstan
6
 

The primary thrust of the government‘s 
industrialization program is to diversify the economy 
and reduce reliance on oil. The second is to 
increase national competitiveness. The program lists 
the following (among other things) as critical to its 
success: 
i. Developing the priority sectors of the economy 

(heavy machinery, information and 
communications, education and health care, 
and others). 

ii. Strengthening the ―social effectiveness‖ of the 
priority sectors and investment projects. 

iii. Creating a favorable industrialization 
environment. 
 

The strategy identifies four sectors where the efforts 
of the state will be concentrated: 
i. Traditional industries: natural gas sector, mining 

and metallurgy, atomic energy, and chemical 
industry. 

ii. High domestic demand: machine building, 
pharmaceuticals, construction, and building 
materials. 

iii. Predominantly export oriented: agribusiness, 
light industry, and tourism. 

iv. Sectors of the future: information and 
communications technology, biotechnology, 
alternative power engineering, and nuclear 
energy. 

 
State support to the identified priority sectors 
includes provision of physical infrastructure 
(information and communication, energy, and 
transport) and social infrastructure (skilled human 
resources), lowering of administrative barriers, and 
creating a business-friendly environment to attract 
foreign direct investment. 
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income trap and attempts to catch-up with the European standards of income and 
productivity.  
 
7. It has been argued that in the later stages of development, institutions and 
policies matter more than the earlier stages.7 Kazakhstan, accordingly, will need to 
follow a multi-pronged development strategy that covers both ―soft‖ aspects of 
development related to reforms and institutions and ―hard‖ aspects to do with industrial 
and infrastructure development. Goals of this strategy would include: the diversification 
of the economic base, management of resource revenues, adequate financial stability 
and prudential regulations, developing human capital, establishing world class physical 
infrastructure, providing a sound business environment, and strengthening institutions.  
 
8.  This paper uses concepts from the relatively newly developed framework of  
―product space‖, to assess Kazakhstan‘s potential to undertake economic diversification 
from the point of view of identifying new products in which to diversify based on the 
potential and capabilities of the economy. 
 
9. As part of this analysis, Kazakhstan in this paper is compared with a select set of 
countries on various indicators of export sophistication, diversification of the economy, 
provision of infrastructure, business climate, and institutional quality—all of which are 
critical to addressing the twin development challenges of economic diversification and 

avoiding the middle–income trap.  

 
B.  First Challenge: Economic Diversification and Reducing Reliance on Oil 
 
10. Development Transformation. Since the early days of development economics, 
it was recognized that development is about transformation of the productive structure of 
economies and the accumulation of capabilities necessary to undertake this 
transformation. The literature on structural transformation argues that economic 
development is a process in which new activities emerge and old activities disappear, 
that is, growth is not just more of the same but it occurs through change.8 The growth 
stories of Asian countries such as the Republic of Korea and Singapore suggest that 
these countries have succeeded in changing the productive structure of their economy 
and have been able to produce and export a more diversified and sophisticated export 
basket. Countries that have not been so successful are the ones that have not been able 
to engineer this process and are stuck in the production and export of a relatively narrow 
and undiversified range of goods that are also unsophisticated.  
 
11. However, export diversification and upgrading is not easy and requires venturing 
into new activities which may involve information and coordination externalities. The 
resulting market failures might lead to underinvestment in new activities.9  
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12. Recent research by Hausmann and Klinger investigates the process by which 
countries are able to diversify their export mix.10 They argue that countries change their 
export mix by moving to products ―nearby‖ to the products in which they already excel 
(that is, those products that they export with revealed comparative advantage). A 
country‘s ability to foray into new products depends on whether its set of existing 
capabilities can be easily redeployed for the production and export of new products. In 
other words, development is path-dependent. This is based on the idea that each 
product requires a specific set of capabilities, and if a country has revealed comparative 
advantage in that product, then that country has accumulated the product-specific 
capabilities.11 This idea implies that it is easier for a country that exports T-shirts, for 
example, to add shorts to its export basket than to add smart phones. On the other 
hand, it is likely that a country that exports basic cell phones has the capabilities to add 
smart phones to its export basket. The implication is that it is easier to start producing a 
―nearby‖ product (in terms of required capabilities to export it successfully) than a 
product that is ―far away‖ and that requires capabilities that the country does not 
possess.  
 
13. In recent work Hidalgo and co-authors introduce the concept of product space.12 
The product space yields a graphical representation of all products exported in the world 
(see Appendix Figure 1). Product space is highly heterogeneous. Some products are 
close-by to others (because they require similar capabilities), while some others are 
further away and in a sparse area of the product space. 
 
14. The heterogeneous structure of the product space has important implications for 
structural change. If a country exports goods located in the core of the product space, 
then expanding to other products is much easier because the set of already acquired 
capabilities can be easily redeployed for the production of other nearby products.13 This 
is likely to be the case for different types of machinery or of electronic goods. However, if 
a country specializes in the peripheral products, such redeployment is more challenging  

                                                                                                                                                 
search costs. However, if they succeed, other producers/exporters will quickly learn and follow them. There 
is thus a case for the government to subsidize investments (to the initial investor) in new, nontraditional 
activities, and not in already established activities.  
Coordination externalities derive from the fact that many projects require simultaneous investments in order 
to be profitable (for example, hotels will not be built unless the government provides good public 
infrastructure, but the government will not build infrastructure unless the private sector builds the hotels). 
Coordination failures often do not need subsidies to the private sector. 
10

 Hausmann, R. and B. Klinger. 2007. The Structure of the Product Space and the Evolution of 
Comparative Advantage. Center for International Development Working Paper No.146. Cambridge, MA: 
Harvard University. 
11

 These capabilities include: (i) human and physical capital, the legal system, institutions, etc. that are 
needed to produce a product (hence, they are product-specific, not just a set of amorphous factor inputs); (ii) 
at the firm level, they are the ―know-how‖ and working practices held collectively by the group of individuals 
comprising the firm; and (iii) the organizational abilities that provide the capacity to form, manage and 
operate activities that involve large numbers of people. 
12

 Hidalgo, C., B. Klinger, A. L. Barabasi, and R. Hausmann. 2007. The Product Space Conditions the 
Development of Nations. Science. 317: 482–487. 
13

 The core of the product space, the area with many products close-by, comprises chemicals, machinery, 
and metal products. Core products are Standard Industrial Trade Classification (SITC Rev. 2) 2-digit codes-
51 to 59, 67, 69, 71 to 79, 87, 88, and 95. 
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as no other set of products requires similar capabilities.14 This is, for example, the case 
of natural resources such as oil.  
 
15. A country‘s position within the product space, therefore, signals its capacity to 
expand to more sophisticated products, thereby laying the groundwork for future growth. 
Countries that export products with few linkages to other products, countries that have 
accumulated capabilities that are hard to redeploy, or countries that have not 
accumulated sufficient capabilities to jump to other products, cannot generate sustained 
long-term growth. In other words, accumulating diverse and complex capabilities is the 
key to sustained long-term growth. 
 

Table 1: Kazakhstan’s Top 20 Exports in 2007 and their shares in 1995-2005 

Commodity Sophistication 1995 2000 2005 2007 

Crude petroleum and oils obtained from bituminous materials 12,763 17.1 49.1 62.5 58.9 
Copper and copper alloys, refined or not, unwrought 5,852 12.4 7.7 5.3 5.3 
Ferro-alloys 8,697 6.8 3.2 3.5 3.0 
Other wheat and meslin, unmilled 11,469 

 
5.1 0.7 2.3 

Zinc and zinc alloys, unwrought 12,217 3.1 2.1 1.1 2.1 
Radioactive chemical elements, isotopes etc. 3,264 1.3 

 
0.9 1.8 

Petroleum gases, nes, in gaseous state 11,087 
 

0.4 1.5 1.4 
Iron ore agglomerates 14,783 

 
0.5 1.7 1.1 

Aluminum ores and concentrates (including alumina) 5,063 0.0 1.9 1.3 1.1 

Other coal, not agglomerated 13,230 
 

1.9 1.6 1.1 
Petroleum gases and other gaseous hydrocarbons, nes, liquefied 25,225 

 
0.0 1.0 1.0 

Iron or steel coils for re-rolling 13,232 
 

2.0 0.6 0.9 

Other sheet and plates, of iron or steel, worked 12,377 
 

1.7 1.0 0.9 
Aircraft of an unladen weight exceeding 15000 kg 17,105 

 
0.2 0.1 0.9 

Sheet, plates, rolled of thickness less 3mm, of iron or steel 14,934 
 

3.8 0.9 0.9 
Gold, non-monetary (excluding gold ores and concentrates) 4,613 0.0 1.9 0.7 0.8 

Meal and flour of wheat and flour of meslin 6,372 0.8 0.5 0.5 0.7 
Waste and scrap metal of iron or steel 7,582 0.3 1.1 0.9 0.7 
Leather of other bovine cattle and equine leather 8,440 

 
0.0 0.8 0.7 

Blooms, billets, slabs and sheet bars, of iron or steel 10,102 0.0 0.3 0.4 0.7 

Subtotal 41.8 83.3 87.0 86.5 
Sophistication at the country level (EXPY) 11,320 11,805 11,723 11,939 
Sophistication at the country level (non-oil EXPY) 10,385 10,142 10,832 11,511 
Source: UNCOMTRADE and staff estimates. 

 
16. Kazakhstan’s orientation in the product space. As already argued, 
Kazakhstan‘s ability to foray into new products will depend on its accumulated set of 
capabilities. The recent literature on structural transformation provides various 
indicators, based on a country‘s export basket, that helps summarize a country‘s 
accumulated capabilities as well as assesses the ease with which a country can change 
its output and employment structure. The first step, therefore, is to examine 
Kazakhstan‘s export compostion. Table 1 above shows the top 20 exports (at the SITC 
Rev.2 4-digit level) of Kazakhstan in 2007 and the shares of these commodities in 1995, 
2000, and 2005. Figure 1 shows Kazakhstan‘s export composition and how it has 
evolved since 1995. The share of oil in total exports has increased since 1995 and as a 
result the export basket has become more concentrated. Oil dominates the export 
basket and it accounted for almost 60% of Kazakhstan‘s total exports in 2009. 

                                                 
14

 The periphery consists of petroleum, raw materials, tropical agriculture, animal products, cereals, labor 
intensive goods, and capital intensive goods (excluding metal products). 
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17. Research by Hausmann and co- 
authors has shown that, after controlling 
for other factors such as per capita 
income, countries with more sophisticated 
export basket tend to grow faster.15 Figure 
2 shows the sophistication level of 
Kazakhstan‘s export basket, compared 
with the Peoples Republic of China (PRC), 
select countries from developing Asia and 
some advanced countries.16 A few things 
stand out. First, sophistication level of 
Kazakhstan‘s export basket is fairly 
constant (also shown in the second last 
row of Table 1). This is in stark contrast to 
the experience of countries such as 
Republic of Korea, PRC, Malaysia, and 
Thailand which have seen a steady 
increase in the sophistication of their 
respective export baskets and have seen a 
remarkable shift in output and employment 
structures of their economies. Second, 
even though Kazakhstan‘s GDP per capita 
is higher than PRC and Thailand, 
Kazakhstan‘s exports are less 
sophisticated than for these countries. 
 
18. Figures 3-9 compare Kazakhstan 
with a select set of countries on seven 

indicators that summarize the sophistication and the nature of its stock of capabilities.17 
In each figure, countries are arranged from high to low in terms of the respective 
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 Export sophistication measures the income level associated with a country‘s export basket. It is a 
measure to compare whether a country is exporting the same goods as a rich country. Export sophistication 
is calculated as a weighted average of product sophistication (PRODY), weights being the share of a 
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the years 1962-2007 for this analysis. Data for the years 1962-2000 is from Feenstra, R., R. Lipsey, H. 
Deng, A. Ma, and H. Mo. 2005. ―World Trade Flows: 1962–2000.‖ NBER Working Paper 11040. Cambridge, 
MA: National Bureau of Economic Research (NBER).  Data for 2000-2007 is from the UNCOMTRADE 
database. PRODY is calculated for 779 products. PRODY used is the average of the PRODY of each 
product for the years 2003–2005. GDP per capita (measured in 2005 PPP$) is from the World Development 
Indicators.  
17

 Export sophistication of the core (Figure 4) is simply export sophistication measured over the set of core 
commodities. Diversification (Figure 5) is measured by the absolute number of products that a country 
exports with revealed comparative advantage (RCA). RCA is measured as the ratio of the export share of a 
given product in the country‘s export basket to the share of that product at the world level: if this ratio is 
greater than one then a country is considered to be exporting that product with RCA. Diversification of the 
core (Figure 6) refers to the number of core products exported with RCA. Share of core (Figure 7) is the 
number of core products exported with RCA in the total number of products exported with RCA. 

Figure 1: Kazakhstan’s export composition 
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Figure 2:  Sophistication of Kazakhstan’s 
exports: A cross country comparison 
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indicator. Among the comparator countries shown here, in six out of seven indictors 
(except standardness, Figure 8), Kazakhstan performs poorly and is near the bottom. 
 

Figure 3: Export Sophistication 
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Source: UNCOMTRADE and staff estimates. 

Figure 4: Export Sophistication of Core 
Products 
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Figure 5: Diversification 
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Figure 6: Diversification of the Core 
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Standardness (Figure 8) measures the average ubiquity of a product, that is, standardness of a country 
shows the average number of countries exporting the products exported with RCA by that country. The 
lower the standardness, the more unique is the export basket. Open forest (Figure 9) measures the 
expected value of the unexploited products. For further details on each of the indicator and how they are 
used to construct the Index of opportunities shown in Figure 11, see Felipe, J., U. Kumar and A. Abdon. 
2010. As You Sow So Shall You Reap: From Capabilities To Opportunities. Working Paper 613 (September 
2010). Levy Institute of Bard College, New York. 
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Figure 7: Share of core products exported 
with RCA 
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Figure 8: Standardness 
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Figure 9: Open Forest 
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Figure 10: Index of Opportunities 
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19. The different dimensions of a country‘s export basket, shown in Figures 3-9, are 
summarized in a composite index called the ―Index of Opportunities‖ (Figure 10).18 The 
index summarizes a country‘s capabilities to undergo structural transformation.  The 
rationale underlying the index is that in the long-run, a country‘s income is determined by 
the variety and sophistication of the products it makes and exports, which in turn reflect 
a country‘s accumulated capabilities. Out of 130 countries, Kazakhstan ranks 74th on the 
index, and is ranked below some of the fast growing Asian countries such as PRC, 
Malaysia, and Thailand as well some of the Eastern European countries. 
 
20. To understand why Kazakhstan fares poorly on various indicators shown in 
Figures 3-10, one needs to look at Kazakhstan‘s orientation in the product space and 
how it has changed over time (see Appendix Figure 2). Table 2 accordingly presents the 
diversification of Kazakhstan‘s export basket according to the Leamer (1984) 
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 The four dimensions included in the index are: sophistication of the export basket, diversification, 
standardness (uniqueness), and the possibilities of exporting other products with RCA. For further details 
see Felipe et al. (2010) in footnote 17. 
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categories.19 The table shows that the number of products that Kazakhstan exports with 
revealed comparative advantage has increased over the years; however most of these 
products continue to be in the cereals, petroleum, and raw materials category, that is, in 
the periphery of the product space. Kazakhstan continues to have a limited presence in 
the core commodities. It does export some metal products and chemicals with revealed 
comparative advantage and thus it has some capabilities to be present in the core of the 
product space. It is these capabilities that Kazakhstan should exploit going forward.  
 
21. The lack of presence, and therefore the lack of capabilities, in the core of the 
product space makes it difficult for Kazakhstan to establish a foothold in the 
sophisticated and well-connected products markets. Kazakhstan is consequently in a 
―low product‖ trap, that is, exporting products which are not sophisticated and are not 
well connected to other products.20 Kazakhstan is, therefore, in urgent need of 
implementing policies that will lead to accumulation of sophisticated capabilities to 
induce a process of structural transformation for growth and avoid the middle-income 
trap (discussed next).  
  

Table 2: Export Diversification According to Leamer’s Classification
20

 

Leamer's classification 1992 1996 2000 2007 

Petroleum 3 6 4 4 

Raw materials 14 28 26 29 

Forest products 0 0 1 1 

Tropical agriculture 0 4 5 3 

Animal products 7 8 5 5 

Cereals 4 19 17 15 

Labor intensive 2 6 0 1 

Capital intensive (exc. Metals) 1 4 0 4 

Core Commodities         

Metal products 6 14 9 11 

Machinery 2 10 1 4 

Chemicals 7 13 6 8 

Total 46 112 74 85 
Source: UNCOMTRADE and staff estimates. 

 
C. Kazakhstan’s Second Challenge: Avoiding the Middle-Income Trap 
 
22. A related challenge to Kazakhstan‘s structural transformation is that of avoiding 
the middle-income trap. The middle-income trap refers to those countries that have 
remained in the middle-income category and have not transitioned to a high-income 

                                                 
19

 Leamer, E.1984. Sources of International Comparative Advantage: Theory and Evidence. Cambridge: MIT 
Press. 
20

 Terminology used from  Felipe, J., U. Kumar and A. Abdon. 2010. How rich countries became rich and 
why poor countries remain poor: It’s the economic structure… duh!  Working Paper 644. September. Levy 
Institute of Bard College, New York. 
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country.21 The Republic of Korea, Singapore, Taiwan, China, and Hong Kong, China are 
some of the countries that have made a successful transition from middle-income to 
high-income status. Malaysia, on the other hand, is an example of a country which has 
remained stuck in the middle-income trap. Malaysia has drawn a ‗New Economic Model‘, 
at the heart of which is the need to upgrade from assembly to product development and 
innovation in order to become a high-income country.22 
 
23. For Kazakhstan, a resource-rich landlocked country, like any other country in the 
middle-income trap or looking to avoid the middle income trap, overcoming the trap 
involves generating sources of long-term growth which in the case of Kazakhstan means 
reducing reliance on oil. In addition, and as already previously stated, in the later stages 
of the catching up process (that is, for transiting from upper middle income to high-
income), the quality of institutions and policies matter more than for the earlier stages.23  

 

Figure 11b: Labor Productivity 
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21

 According to one estimate (http://blogs.worldbank.org/eastasiapacific/the-middle-income-trap-again), of all 
the countries that had a middle-income status in 1960, almost three-fourths either remained as middle-
income, or had even regressed to low-income by 2009.  
22

 Malaysia New Economic Model. 2010. (National Economic Advisory Council: 
http://www.neac.gov.my/content/download-option-new-economic-model-malaysia-2010). 
23

 Buiter and Rahbari (2011), as in footnote 7. 

 
Figure 11a: Labor Productivity 
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Figure 11c: Labor Productivity 
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24.  Kazakhstan‘s stock of capabilities and sophistication of its export basket was 
compared with other countries in the previous section. The analysis below compares 
Kazakhstan with Eastern European countries and select Asian economies on various 
economic, social, and institutional factors that are likely to play a crucial role in aiding its 
transition to a high-income status. Specifically, the following are discussed and 
compared—labor productivity, rate of investment, human capital, demographics, 
physical infrastructure, business climate, trading cost and time, and institutional quality.24 
 
25. Labor productivity. Higher and increasing labor productivity ultimately holds the 
key to improving living standards and attaining higher income levels. Kazakhstan‘s 
overall labor productivity level is below (Figures 11a-11c) that of the comparator 
countries in Eastern European as well as developing Asia (except Thailand). Further, as 
shown in Figures 11a to 11c, out of the twelve comparator countries, eight (Czech 
Republic, Estonia, Hungary, Latvia, Poland, Republic of Korea, Slovak Republic, and 
Slovenia) graduated from upper middle income to high income status at various points 
during 1990 to 2009.25 A distinctive feature of these eight graduating economies was 
growing labor productivity during the graduation phase, that is, both immediately before 
and after the transition. Malaysia, on the other hand, which has been an upper middle 
income country since 1992, has productivity levels below those of the eight graduating 
countries and with only moderate productivity increases since the Asian financial crisis of 
1997.  
 
26. Though Kazakhstan‘s labor productivity has shown an upward trend post 2000, it 
remains below that of any of the mentioned graduated countries at any stage of their 
development. Further, the uptick in Kazakhstan‘s labor productivity is largely on the back 
of extractive industries sector, which may not be sustainable in the long-run. Increasing 
labor productivity will require higher investments in the non-extractive tradable sector 
and in infrastructure, further improving business climate, and enhancing the quality of 
the work force. Kazakhstan‘s performance in each one these areas is compared with 
comparator countries below. 
 
27. Rate of investment. Generating long-term sources of growth and sustaining a 
growing economy requires building productive capacity. This could be in the form of 
investment in machines and manufacturing plants and infrastructure or public utilities. 
East and South-East Asian economies successfully increased the growth rate of their 
capital stock by increasing the share of investment in output. During the heydays of their 
industrialization and growth, the investment to GDP ratio in these countries was 40% 
and above (Figure 12). Kazakhstan not only needs to increase its investment rate but 
also channel it to the manufacturing sector. 
 

                                                 
24

 The choice of these factors is based on Buiter and Rahbari (2011) as in footnote 7, and Eichengreen, B., 
D. Park, and K. Shin. 2011. When Fast Growing Economies Slow Down: International Evidence and 
Implications for China. Working Paper No. 16919. NBER (National Bureau of Economic Research). 
Cambridge: MA. 
25

 Graduation years are based on the World Bank‘s classification of country groupings according to gross 
national Income per capita measured in current prices. Graduation years of some of the countries which 
have transitioned from upper-middle income status to high income category are shown in Figures 11a-11c. 
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Figure 13a: Investment to GDP (%) 

0
1

0
2

0
3

0
4

0
5

0

G
ro

s
s
 f
ix

e
d

 c
a

p
it
a

l 
fo

rm
a
ti
o

n
 (

%
 o

f 
G

D
P

)

1985 1990 1995 2000 2005 2008

Kazakhstan Estonia Hungary

Poland Slovakia

 

 
Figure 13b: Investment to GDP (%) 
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Source: World Development Indicators and staff estimates. 
 
28. While the investment rate in Kazakhstan has been higher or comparable to that 
of other Eastern European countries (Figures 13a and 13b), a large share of this 
investment has been in the oil sector. 
 
29. Quality of human capital. An important determinant of labor productivity is the 
quality of the workforce, including its education and health standards. Except for primary 
enrolment, where Kazakhstan performs better than all the comparator countries shown, 
Kazakhstan lags one or more comparator countries in other indicators of education and 
health (Figure 14). For example, Kazakhstan is behind Eastern European countries on 
tertiary enrolment. Workforce with higher levels of education and training in specialized 
and research-intensive fields will be critical for the success of Kazakhstan‘s program of 
industrialization and innovation. This will require investing in education at all levels, 
especially tertiary, through setting up of universities, research centers, providing 
dedicated funding for research and development, and attracting and retaining world-
class talent in Kazakhstan. 
 
30. Demography. In addition to improving human capital, Kazakhstan faces the 
challenges of an aging society. It currently has one of the highest dependency ratios in 

Figure 12:   Investment to GDP (%) 
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Source: World Development Indicators and staff estimates. 
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Eastern Europe which is expected to increase further (Figure 15) and as the workforce 
of Kazakhstan ages and retires, a young and skilled workforce will be needed in all 
spheres of economic activity. Such an increase in the share of the working-age 
population in total population can have a positive impact on overall growth. Currently, 
Kazakhstan attracts migrants from other Central Asian countries. Immigration in the 
2000s has been on the back of rising oil prices and a construction boom. A well 
designed immigration policy which protects the rights of the immigrants and encourages 
them to take up economic opportunities in Kazakhstan may offer a solution to the aging 
workforce. 
 
31. Business climate. The government‘s strategy to reduce reliance on natural 
resources and expand into other areas of economic activity will call for substantial 
investement and the private sector needs to play a key role in this regard. The decision  

of the private sector to invest will, in turn, be 
influenced by the investment climate such as 
ease of starting a business, contract 
enforcement, protection of investor rights, 
ease of registering property, obtaining 
construction permits, and trading across 
borders. The World Bank‘s Ease of Doing 
Business (2011 release) report ranks 
Kazakhstan 59th (out of 183 countries) in 
2010. Kazakhstan‘s ranking improved from 
2009 (when it was ranked 74th out of 183 
countries), but it still ranks below all the 
Eastern European countries (except Czech 
Republic). Kazakhstan‘s lower ranking 
relative to the average Eastern European 
ranking is due to its low rank on dealing with 

construction permits, obtaining credit, and trading across borders (Figure 16). In all other 
aspects, Kazakhstan is ranked higher than the Eastern European countries (on 
average). Thus, improvement in these areas, that is, construction permits, trade 

Figure 14:  Education and Health 
Indicators  
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 Figure 15:  Dependency ratio 
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Figure 16: Business climate indicators 
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facilitation (this is discussed in greater detail below), and access to credit, presents 
opportunities that can improve Kazakhstan‘s attractiveness as an investment 
destination. At the same time, efforts in all the others aspects to ensure a sound 
business climate should continue. 

 
Figure 17: Trading across borders 
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Figure 18: Logistic Performance Index (LPI) 
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32. According to the trading across borders indicator on the doing business survey, 
Kazakhstan is ranked 181st out of 183 countries. Kazakhstan performs poorly than other 
comparator countries on all the sub-indicators (Figure 17) on ease of trading.26 On a 
separate indicator, the World Bank‘s 2009 Logistic Performance Index (LPI) showed that 
Kazakhstan was ranked 62nd in a set of 155 countries. Compared with the 2007 LPI, 
when Kazakhstan was ranked 133rd out of 150 countries, there seems to have been an 
improvement. But despite the improvement, Kazakhstan performs less well than the 
comparator countries in each of the components of LPI (Figure 18), except for shipments 
where it outperforms Eastern European countries.  
 
33. Kazakhstan‘s performance on trade facilitation indicators could partly be due to 
the fact that it is a landlocked economy. Most of the countries in Central Asia are 
landlocked and access to international markets can be improved through regional 
cooperation measures such as harmonization of custom codes and standards which will 
allow for swifter movement of goods across borders and building regional infrastructure 
networks. A recent study shows that improvement in the overall LPI of Kazakhstan from 
its value in 2007 to half way of its distance to the world average could boost 
manufacturing trade by as much as 46.8%.27 With diversification of the industrial base 
high on Kazakhstan‘s economic agenda, improvements in trade facilitation can help 
boost trade by enabling firms to sell output beyond domestic markets as well as help 
them improve economies of scale. 

                                                 
26

 The various indicators are in different units and they are normalized to lie between 0 and 1 for ease of 
presentation in a single chart. 
27

 Felipe, J., and U. Kumar. 2011. ―The Role of Trade Facilitation in Central Asia: A Gravity Model.‖ Eastern 
European Economics. Forthcoming. 
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D. Structural Transformation in Kazakhstan: What else can Kazakhstan export? 
 
34. A common element of the two challenges—economic diversification and avoiding 
the middle income trap—is structural transformation. The analysis above shows that 
Kazakhstan is exporting products which are not sophisticated and which are not well 
connected to other products. Kazakhstan may seem to be stuck in a ―low product‖ trap 
but an appropriate mix of informed policy choices can help Kazakhstan escape this trap.  
One option for Kazakhstan is to export more and better of what it has been exporting so 
far: that is, cereals and metallurgical products. This will require a focus on improving 
productivity and quality as well as ensuring that Kazakhstan is able to establish its 
credibility and reputation for the timely delivery and quality of these products. 
 
35. However, by focusing on what it has been exporting so far, Kazakhstan will not 
reduce reliance on natural resources and will not enable diversification to high-value and 
sophisticated products. For this purpose, it has to explore the possibility of moving 
towards producing and exporting more sophisticated and value-adding products. 
 
36. Hausmann and Klinger (footnote 10) discuss a new methodology that uses data 
on a country‘s current export basket to infer its capabilities and list specific products 
(SITC Rev. 2 4-digit) that the country can venture into given its current capabilities. This 
methodology is used here to identify products that Kazakhstan does not currently export 
with RCA (i.e. the unexploited products) but could present opportunities for 
diversification and improving the sophistication of its export basket.28 The products are 
identified according to a three-fold criterion: distance from current capabilities, 
sophistication, and strategic value. 
 
37. First is the distance from current capabilities. The discussion above on 
development and structural transformation has highlighted the role of capabilities and 
emphasized that development is a path-dependent process, that is, whether a country 
can acquire revealed comparative advantage in a product depends on its accumulated 
capabilities. Accordingly, three sets of products, ―nearby‖, ―middle‖, and, ―far away‖, are 
identified to categorize products in terms of their distance from current capabilities.29  
 
38. The second criterion is to identify those products which are not currently exported 
with RCA and whose sophistication level (PRODY) is greater than the sophistication 
level of the country‘s export basket (EXPY). The idea being that acquiring RCA in a 
commodity in which a country currently does not have RCA will improve the weight of 
the commodity in the country‘s export basket. If the product‘s sophistication level is 
above the average sophistication level of a country‘s export basket (EXPY), the 
country‘s EXPY will improve.  

                                                 
28

 In 2007, Kazakhstan exported 365 products (counting products with non-zero reported trade data). Out of 
this, 85 products were exported with RCA. The remaining 280 products represent unexploited opportunities 
for Kazakhstan. 
29

 Products ―nearby" are those with a distance of less than 0.5 standard deviations from the average of all 
unexploited products; products at ―middle‖ distance are those with between ±0.5 standard deviations from 
the average; and products ―far away‖ are those with a distance of at least 0.5 standard deviations from the 
average.  
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Table 3A: Commodities with the highest strategic value in 2007: Nearby Commodities 

"Nearby" Commodities PRODY
Strategic 

Value
Export Value 

('000 USD)

Iron, steel, aluminum reservoirs, tanks, etc, capacity 300 lt plus 12,457 17,270 1,329

Chocolate and other preparations containing cocoa, nes 16,059 16,110 2,010

Structures and parts of, of iron, steel; plates, rods, and the like 15,745 16,057 5,602

Paper and paperboard, creped, crinkled, etc, in rolls or sheets 13,991 16,012 237

Polyvinyl chloride 16,188 15,476 124

Other colouring matter; inorganic products use as luminophores 23,470 15,357 300

Non-military arms and ammunition therefor 12,543 15,352 398

Aluminium and aluminium alloys, worked 20,778 15,093 5,023

Cheese and curd 18,424 15,009 2,026

Castings of iron or steel, in rough state 14,309 14,702 3,792

Angles, shapes, sections and sheet piling, of iron or steel 14,844 14,676 1,889

Bakery products 14,407 14,489 5,887

Milk and cream fresh, not concentrated or sweetened 17,376 14,324 2,334

Domestic refrigerators and freezers 14,489 14,081 139

Tires, pneumatic, new, for buses and lorries 14,745 13,813 1,725

Pebbles, gravel, crushed or broken stone, etc 16,755 13,366 1,621

Polyethylene 20,811 13,365 561

Fuses, caps, igniters, detonators 15,497 13,288 1,223

Chairs and other seats; and parts thereof, nes 12,666 13,204 203

Wire, cables, cordage, ropes, plaited bans, sling and the like 18,403 13,142 275
 

Source: UNCOMTRADE and staff estimates. 
 
39. The third criterion is that the product should present opportunities for further 
diversification, as measured by its ―strategic value.‖ Strategic value of a product 
measures how the expected value of unexploited opportunities changes if Kazakhstan 
were to acquire RCA in the product in question. The strategic value of a product is a 
proxy for the spillovers derived from acquiring RCA in the product in question. As argued 
above not all products have the same consequences for future growth. Those products 
that are in the dense part of the product space are well connected to other products and 
acquiring RCA in a product in this part of the product space would mean that these 
capabilities can be used in a variety of other products. Thus, acquiring RCA in such a 
product would present substantial opportunities for diversification into other products. In 
short, such a product has a high strategic value. Conversely, if an unexploited product is 
in the periphery, acquiring RCA in such a product would lead to accumulation of 
capabilities that are of limited use and would not open up significant future opportunities. 
Such a product has a low strategic value.  
 
40. There are a total of 162 products not presently exported by Kazakhstan with 
RCA, but whose sophistication level is above that of Kazakhstan‘s overall export basket 
(EXPY). Tables 3A to 3C show the top 20 unexploited products (that is, those in which 
Kazakhstan currently does not have a RCA) according to distance (nearby, middle and 
far away respectively) but their sophistication level is above the average sophistication 
level of Kazakhstan‘s export basket. The top 20 products in each distance category are 
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the top 20 with the highest strategic value. Appendix Figure 3 shows a schematic 
representation of the unexploited products.30 
 

Table 3B: Commodities with the highest strategic value in 2007: Middle Commodities 

"Middle" Commodities PRODY Strategic Value
Export Value 
(‘000 USD)

Parts, nes of the machinery falling within heading 7442 21,189 18,698 3,658

Materials of rubber 17,196 18,409 218

Miscellaneous articles of base metal 17,637 18,226 300

Tube and pipes fittings, of iron or steel 18,582 17,934 838

Varnishes and lacquers; distempers etc 18,793 17,925 998

Centrifugal pumps (other than those of heading 74281) 19,873 17,608 2,320

Filtering and purifying machinery, apparatus for liquids and gases 19,124 17,547 296

Other articles of rubber, nes 17,128 17,539 491

Central heating equipment, not electrically heated, parts, nes 19,293 17,510 2,782

Wool; expanding or insulating mineral materials, nes 20,275 17,495 2,534

Railway track fixtures, and fittings, etc, parts nes of heading 791 17,536 17,360 1,524

Polishes and creams, for furniture, floors, footwear, metals etc 16,069 17,166 320

Other mineral working machinery; and parts thereof, nes 14,632 17,143 16,761

Phenoplasts 18,380 17,105 2,388

Manufactures of mineral materials, nes (other than ceramic) 13,719 16,966 6,154

Agricultural and horticultural machinery for soil preparation, etc 15,664 16,917 568

Rolling mills, rolls therefor, and parts, nes of rolling mills 19,334 16,914 992

Electrical insulating equipment 20,602 16,866 383

Other pumps for liquids and liquid elevators 20,984 16,690 420

Newspapers, journals and periodicals 20,498 16,590 417
 

Source: UNCOMTRADE and staff estimates. 
 
41. Comparison with sectors identified in the Government’s 2010-2014 
industrialization program. An attempt is made here to see to what extent the 
Government‘s priority sectors, as identified in its industrialization program (Box 1), are 
consistent with the products identified in this framework as having the highest strategic 
value. Of course, the sectors are identified in the government‘s program are at an 
aggregate level making comparison with the outlined product level approach difficult.  
 

42.  Nevertheless, a process of mapping sectors into SITC Rev. 2 (4-digit) products 
yields about 213 products that could be said to be included in the identified priority 
sectors.31 A visual representation of the Government‘s priority sectors in the product 
space map is shown in Appendix Figure 4. Out of the 213 commodities, 48 were 
exported with RCA in 2007, 78 other products were exported but without RCA in 2007, 
and the remaining 87 commodities were not exported or were not reported or there was 
no data available for them in UNCOMTRADE database.  Therefore, for the purposes of 
this analysis, 165 products (that is, excluding 48 products which are already exported 
with RCA) represent the unexploited products. 

                                                 
30

 The methodology can be further refined using even more disaggregated data such as the HS-6 data.  
31

 This requires making some strong assumptions about the products that make up each of the priority 
sectors. 
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Table 3C: Commodities with the highest strategic value in 2007: Far away Commodities 

"Far away" Commodities PRODY Strategic Value
Export Value 

('000 USD)

Glazes, driers, putty etc 20,195 19,430 6,356

Parts, nes of the machines falling within headings 7435 and 7436 24,110 18,983 253

Other parts and accessories, for vehicles of headings 722, 781-783 20,358 18,547 4,317

Cocks, valves and similar appliances, for pipes boiler shells, etc 21,910 18,538 14,895

Engines and motors, nes (wind, hot air engines, water wheel, etc) 21,198 18,463 8,384

Shaft, crank, bearing housing, pulley and pulley blocks, etc 20,463 18,318 5,839

Miscellaneous articles of plastic 18,059 18,206 5,373

Lifting, handling, loading machinery, telphers and conveyors 20,702 17,958 7,946

Harvesting and threshing machines; fodder presses, etc; parts nes 20,640 17,698 2,635

Felt, articles of felt, nes, whether or not impregnated or coated 22,528 17,692 188

Other polymerization and copolymarization products 24,342 17,396 772

Other not mechanically propelled vehicles; and parts, nes 14,103 17,374 518

Automotive electrical equipment; and parts thereof, nes 17,985 17,369 1,069

Air pumps, vacuum pumps and air or gas compressors 19,930 17,242 1,350

Other printing machinery; machines for uses ancilliary to printing 24,283 17,092 249

Industrial and laboratory furnaces and ovens, etc, parts, nes 22,091 17,079 1,159

Interchangeable tools for hand or machine tools (tips, blades, etc) 21,703 17,000 1,561

Other hand tools 20,662 16,967 451

Rotary pumps (other than those of heading 74281) 23,632 16,935 299

Parts, nes, of rotating electric plant 18,262 16,846 1,535
 

  Source: UNCOMTRADE and staff estimates. 
 
43. Of these 165 commodities (See Appendix Figure 5), and based on the three-fold 
criteria of distance, sophistication, and strategic value, 105 commodities are estimated to 
have sophistication levels such that these will help improve the overall export 
sophistication of Kazakhstan‘s export basket. However, many of these products are 
found to lie in the ―faraway‖ category based on Kazakhstan‘s current set of capabilities. 
 
44. Even so, a quick comparison between the unexploited products according to the 
framework discussed above and the Government‘s priority sectors (Appendix Figures 3 
and 5) shows that all of the ―nearby‖ products (32 products) and more than half of the 
―middle‖ products (49 out of 67 products) are also not covered by the industrialization 
program.32 These 81 (32+49) products are low-hanging fruit, that is, they use similar 
capabilities as products which Kazakhstan already exports with RCA and also have a 
sophistication level greater than the overall sophistication of Kazakhstan‘s export basket. 
The implication is that Kazakhstan could diversify into such products with relative ease 
compared to those products that are part of the ‗far away‘ category.   
 
45. The government‘s industrialization program is a step in the right direction to 
diversify the economy and reduce its reliance on oil. However, the analysis above has 
also shown that using a well-defined and a data-intensive framework allows for 
improvements and further refinements in identifying key priority sectors of the program.  
 

                                                 
32

 Only a partial list of nearby and middle products is shown Tables 3A and 3B respectively. 
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E. Policy Framework to Address the Twin Challenges 
 
46. It is clear that the oil sector will remain an important driver of Kazakhstan‘s 
economy in the short and medium term. Its overall macroeconomic performance will, 
therefore, remain subject to movements in global oil prices and management of oil 
revenues during this period. It is to address these concerns and to diversify the national 
economic base that the Government is implementing its industrialization program. 
 
47. The process of export diversification is subject to market failures and resolving 
these will require policy support by the state. Two different sets of industrial policy 
measures can aid the industrialization and diversification process.  
 
48. The first is ‗soft‘ or ‗horizontal‘ industrial policy measures which impact all the 
sectors. This includes measures such as improving trade facilitation, physical and 
human capital development, business climate improvement, and institutional quality 
enhancement. Kazakhstan lags behind some of the countries in developing Asia and 
Eastern European countries in these areas and there remains room for further 
improvement. Important as these measures are, they still do not address product- 
specific or even industry-specific bottlenecks such as availability of skilled human 
resources for a particular industry, a technical body to establish phytosanitary 
regulations, or cold storage and transportation systems for agro-based products. These 
types of measures require industry-specific interventions. 
 
49. Thus, the second kind of policy intervention is characterized as ‗hard‘ or ‗vertical‘ 
industrial policy which is aimed at resolving information and coordination externalities 
particular to a product or industry. A process of public-private dialogue that involves 
exchange of information can help identify various obstacles and the best way of tackling 
them at the individual industry level. Box 2 provides a discussion of a new industrial 
policy framework, one that views industrial policy as a process based on ongoing and 
extensive public and private sector interactions. 
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50. Kazakhstan‘s industrialization requires public investment for a variety of projects. 
The government is deploying savings in its oil fund—the National Fund of the Republic 
of Kazakhstan (NFRK)—to finance a large part of this program. In this process, an 
untoward increase in the demand for nontradables would need to be prevented as this 
could lead to overheating and overinvestment in some specific sectors of the economy. 
An increase in the demand for nontradables could result in an allocation of resources 
away from the tradable sector, impinge on the growth of the tradable sector, and hinder 
diversification of the economy. Thus, public investment programs supporting the 
diversification program should be well designed taking into account the supply-side 
constraints. Good management of oil revenues will need to be accompanied by public 
financial management and adequate supervision of the composition and quality of public 
spending. 
 
51. A related challenge from oil revenue inflows, as mentioned already, is that of 
exchange rate management. Inflows from exports of oil can put an upward pressure on 
the nominal exchange rate. Though saving part of the oil revenues in the oil fund as in 
Kazakhstan‘s case mitigates the pressure on nominal exchange rate, capital inflows into 
the oil sector and the construction sector could still have an impact on the real exchange 
rate through both the nominal exchange rate appreciation as well as rising prices of 
nontradables. This is in addition to the upward pressure on the price of nontradables that 
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Box 2: New Industrial Policy Framework 

 
Rodrik lays out contours of a new industrial policy framework.

33
 According to this framework, there are three 

critical institutional requirements for industrial policy to succeed. The first is the willingness of the political 
leadership to promote economic diversification and undertake structural change. The second is the setting 
up of coordination and deliberation councils to facilitate public-private interactions. And, the third is 
transparency and accountability which is extremely important to avoid the industrial policy process becoming 
a means of rent-seeking. The following principles should guide such a modern industrial policy framework: 
 

1. Incentives should be provided only to ―new‖ activities; 
2. Benchmarks or criteria for success and failure should be clearly laid out; 
3. There must be built-in sunset clauses for state support; 
4. Public support must target specific activities and not sectors; 
5. Subsidized activities should have a clear potential for spillovers and demonstration effects; 
6. Implementation of industrial policy actions should be handled by agencies with demonstrated 

competence; 
7. Monitoring should be done by a principal stakeholder who has political authority at the highest 

level; 
8. The process should involve close communication with the private sector; 
9. Promotion activities need to have the capacity to renew themselves to ensure an ongoing cycle of 

discovery; and 
10. Mistakes that result in ―picking the losers‖ will occur. The key is to identify the losers early on in the 

process and cut losses. If there are no losers, then it is important to take a hard look at the whole 
framework again. 

 
A modern industrial policy framework and the accompanying public-private dialogue are critical to the 
successful implementation of economic diversification strategies. It should be noted that the specifics of the 
strategy will be country and sector specific, depending on particular activities that are needed to promote 
diversification.  



21 

 

 

may result from increased public spending. Kazakhstan‘s experience with the exchange 
rate in the previous decade shows that the real effective exchange rates appreciated 
before the onset of the crisis. 
 
52. The impact on the real exchange rate is important as an appreciation in the real 
exchange rate negatively impacts the competitiveness of exports, that is, the tradable 
sector, in the global markets and also adversely impacts diversification of the economy. 
Rodrik has argued that a stable and a competitive real exchange rate can facilitate 
growth by enhancing competitiveness of the tradable sector.34 Promoting a stable and 
an undervalued real exchange rate for a sustained period can (i) provide a second-best 
mechanism that helps address the distortions arising from weak institutions and market 
failures, (ii) offset the real exchange rate appreciation pressure from resource revenues, 
(iii) enhance export competitiveness, (iv) improve the profitability of the tradable sector, 
(v) promote export diversification, (vi) generate employment opportunities, (vii) provide a 
much-needed impetus to structural transformation, and (ix) create a path for sustainable 
growth. At the same time there are costs associated with keeping the real exchange rate 
low for too long and policy makers should consider a shift in strategy over time, from 
keeping a weak currency to letting it appreciate, while there is rapid growth.35 
 
53. The private sector is an integral part of the new industrial policy framework 
discussed in Box 2 and will be crucial to the success of Kazakhstan‘s industrialization 
program. To this end it is important that access to finance of small- and medium- 
enterprises and of the private sector, in general, be improved. In the Doing Business 
Surveys of the World Bank, Kazakhstan performs poorly when compared with other 
countries in terms of access to credit (Figure 16). A part of the reason may be that 
Kazakhstan‘s financial sector took a big hit during the crisis years and since then credit 
to the private sector has remained weak, reflecting both weak private sector activity and 
risk aversion among banks given their high exposure to non-performing loans.  
  
54. The government stepped in to provide support the banking sector and to provide 
credit to key sectors of the economy as part of the anti-crisis plan. In the long run, a 
sound banking and financial sector is critical to creating a stable macroeconomic 
environment as well as to provide credit to the private sector to support the 
industrialization and diversification of the economy. 
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Appendix Figure 1: The Product Space 

 
Source: Hidalgo, C., B. Klinger, A. L. Barabasi, and R. Hausmann. 2007. The Product Space Conditions the 

Development of Nations. Science. 317: 482–487. 

Note: Product categories shown are according to the Leamer (1984) classification. 
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Appendix Figure 2: Product Space Map for Kazakhstan 
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Source: Hidalgo, C., B. Klinger, A. L. Barabasi, and R. Hausmann. 2007. The Product Space Conditions the 
Development of Nations. Science. 317: 482–487; UNCOMTRADE; and staff estimates.
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Appendix Figure 3: Schematic Representation of Kazakhstan’s Unexploited Products 
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Source: UNCOMTRADE and staff estimates.  
Note: Product categories shown are according to the Leamer (1984) classification (footnote 19 of the main 
report). 
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Appendix Figure 4: Accelerated Industrial Development 2010-2014 in the Product Space 

 
Source: Hidalgo, C., B. Klinger, A. L. Barabasi, and R. Hausmann. 2007. The Product Space Conditions the 
Development of Nations. Science. 317: 482–487; UNCOMTRADE; and staff estimates.  
Note: Product categories shown are according to Kazakhstan‘s priority sectors identified in its 
industrialization program for 2010-2014. 
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Appendix Figure 5: Schematic representation of priority products according to 
Government of Kazakhstan’s industrialization program 
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Source: UNCOMTRADE and staff estimates.  
Note: Product categories shown are according to Kazakhstan‘s priority sectors identified in its 
industrialization program for 2010-2014. 
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