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Abstract

This article provides a comprehensive analysis of the growing regional divide in
Kazakhstan, examining the dimensions and implications of spatial inequality in a
country that has experienced robust economic growth in recent decades. We employ
convergence analysis, a Regional Development Trap Index, and a Regional Com-
petitiveness Index to measure territorial inequalities across Kazakhstan. Our find-
ings reveal that whilst the country has achieved relatively rapid aggregate economic
growth, this has been accompanied by a widening territorial divide. Wealth and
economic activities are becoming increasingly concentrated in major urban centres,
such as Almaty and Astana, whilst other regions—particularly those in the south—
continue to lag significantly behind. These results highlight an increasingly polarised
nation, where certain regions benefit from economic dynamism and Kazakhstan’s
international integration, whilst others remain trapped in low-growth equilibria. The
article concludes by offering targeted policy recommendations aimed at promoting
inclusive growth, enhancing regional competitiveness, and reducing spatial dispari-
ties throughout Kazakhstan.
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1 Introduction

Regional inequalities have long been considered an unavoidable step along the
development trajectory of emerging economies. According to Williamson (1965),
regional inequalities in per capita income initially increase as rapid progress is
made in a country’s development trajectory before gradually decreasing once
a certain development threshold is reached. In this context, regional inequality
is often understood as following an inverted U-shape, where inequality rises at
first and then declines as less-developed regions catch up. Inequality is thus often
regarded as a transient phase in the development trajectory, suggesting that mar-
ket forces would eventually lead to equilibrium (Glaeser 2008). However, recent
evidence suggests that rising inequalities may not be self-correcting, especially
in countries undergoing rapid globalisation and urbanisation (Rodriguez-Pose
2018). The concentration of economic activities in specific regions can create a
self-reinforcing cycle of growth and development in those areas, whilst peripheral
regions may experience stagnation or decline (Scott & Storper 2003).

Indeed, spatial inequalities are on the rise across most countries in the world,
both in developed and developing nations. Often driven by agglomeration and
globalisation forces, regional disparities risk neglecting much of the economic
potential of a country. Territorial divides are also likely to put a country’s eco-
nomic and social cohesion in peril, as economic activity increasingly concen-
trates in a limited number of specific locations, such as large urban centres and
metropolitan regions. The overall scholarly consensus has long stressed the inev-
itability of regional disparities along the development trajectory of developing
countries. Yet, in many parts of the emerging world, territorial divides are grow-
ing to a point where they cannot be ignored any longer, as they represent a seri-
ous threat to economic prosperity, future growth, and social and political stability
(Rodriguez-Pose 2018; Rodriguez-Pose et al. 2024). If inequalities are not self-
correcting, inclusive development models are needed to address regional imbal-
ances to create a more equitable society.

To tackle what can now be defined as a global trend, governments need to
rethink their growth models and transition towards more inclusive models of
development that see regional development issues at their forefront. The deter-
minants of regional imbalances are frequently multi-dimensional and complex to
detect. Measuring inequalities, therefore, requires robust methodologies based on
solid theoretical and empirical frameworks (Cowell 1995). Determining the mag-
nitude, extent, and underlying drivers of spatial inequalities is not an easy task.
The complexity of such an undertaking derives from the many factors tradition-
ally associated with increases in inequalities: on the one hand, exogenous forces
such as agglomeration economies and globalisation facilitate the concentration
of economic activity; on the other hand, indigenous characteristics of regions—
encompassing a mix of economic structure, institutional quality, social, and phys-
ical capital—often determine where such concentration takes place.

Kazakhstan has not been immune to the global trend towards territorial polari-
sation. Its economic scene has, of recent, become increasingly fragmented. On the
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whole, and despite some ups and downs, the country has performed rather well
relative to the rest of the world over the last three decades. However, rapid growth
has come with a sharp rise in regional inequalities, with wealth and economic
activities being increasingly concentrated in the two main urban centres: Almaty,
the largest city, and Astana, the capital. This concentration has left other regions,
especially in the southern and eastern parts of the country, lagging behind eco-
nomically and socially. The difference between urban centres and non-metropol-
itan areas is becoming more pronounced, and the gap between better-off and less
well-off regions continues to grow. Today, vibrant urban centres in the country
stand in stark relief against the muted tones of struggling peripheries. This spatial
heterogeneity is not merely aesthetic; it represents a profound economic divide
that has emerged over the past three decades of the country’s development. This
trend poses significant challenges to the country’s efforts to achieve sustainable,
inclusive development (World Bank 2018; Economic Research Institute 2021).

Kazakhstan’s regional inequalities—a country that at the time of independence
had very low internal disparities—have become significantly higher than those
of most developed countries. This growing internal polarisation may represent
a future obstacle for the aspirations of the country to join the ranks of the most
developed economies. Recent rises in territorial inequalities have widened the
gap between better-off and less well-off regions of Kazakhstan to levels that are
economically, socially, and politically unsustainable, especially in the context
of Central Asia. The West/North versus East/South divide and the gap between
urban centres and non-metropolitan areas are carving the country in ways that
were unimaginable just 2 decades ago. Today, regions in western Kazakhstan,
such as Atyrau, display exceptionally high levels of wealth—largely due to major
natural resources reserves—whilst southern regions, particularly outside major
cities, struggle to benefit from economic growth and innovation spillovers (ADB
2021).

Moreover, in Kazakhstan, both more developed regions and those lagging behind
are at risk of being trapped in a vicious cycle of economic stagnation and relative
decline. The Development Trap Index (DTI) developed in our analysis identifies pat-
terns of economic stagnation across regions. These patterns may constitute reasons
behind increasing spatial inequalities, especially if lagging regions are at risk of
falling into development traps. Oblasts (regions), such as Turkestan and Kyzylorda,
have witnessed considerable development slowdowns in relative terms which may
further deepen the gap between the more economically advanced regions and rural
or remote areas (ADB 2021).

This article explores the theoretical foundations of regional inequalities and
assesses methodologies for measuring the regional divide, with a particular focus on
their relevance to Kazakhstan. By critically examining convergence processes, iden-
tifying regional development traps, and constructing comprehensive competitive-
ness indices, we seek to provide a robust framework for understanding and address-
ing spatial inequalities. The assessment of the regional divide in Kazakhstan is key
to gaining an in-depth understanding of the root bottlenecks constraining regional
growth and steering regional intervention to ensure sustainable, resilient, and inclu-
sive economic development.
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Our research confirms that regional divides across regions in Kazakhstan are
large and on the rise. The analysis of regional inequalities in the country shows that
Gross Regional Product (GRP) per capita and productivity levels differ significantly
across regions. In many ways, a dynamic Kazakhstan on the surface has become,
from an economic perspective, a divided country. Whereas Gross Domestic Product
(GDP) per capita has increased in Kazakhstan since the aftermath and economic
upheaval of independence from the Soviet Union, the additional wealth linked to
this economic growth has been concentrated in a limited number of regions. In other
territories, the recent economic gains deriving from Kazakhstan’s greater integra-
tion in international markets have been reduced. Similarly, productivity levels have
shown an upward national trend, but increases have been mostly concentrated in a
small number of places across the country (ADB 2021).

In this respect, Kazakhstan’s trajectory offers a cautionary tale and a learning
opportunity for emerging economies. The rapid concentration of growth in select
regions serves as a case study in the risks posed by uneven economic liberalisation,
revealing how global integration, absent strong regional policy, can deepen internal
divides instead of closing them.

The structure of the article is as follows: Sect. 2 provides a brief overview on
the theory behind spatial inequalities, highlighting the forces of agglomeration and
globalisation and their impact on regional development. Section 3 looks at the spe-
cific situation in Kazakhstan, before discussing various methodologies for measur-
ing regional inequalities in Sect. 4, including convergence studies, the identification
of regional development traps, and the construction of comprehensive indices. Sec-
tion 5 proposes a regional convergence study tailored to Kazakhstan, integrating
international best practises with the country’s specific context. Finally, Sect. 6 offers
some concluding remarks, emphasising the importance of nuanced policy interven-
tions to mitigate regional disparities.

2 Spatial inequalities and development theory

The traditional economic narrative posits regional inequalities as an inevitable cor-
ollary of growth. The ‘Williamson Hypothesis’ (Williamson 1965) suggests that
disparities initially rise as economic activity concentrates in urban centres, only
to subside as factor mobility and spillover effects trigger new convergence forces
(Glaeser 2008). This conceptualisation of regional disparities as a transient phase
in economic development has been challenged by more recent theories of cumula-
tive causation and path dependency (Myrdal 1957; Arthur 1989), which posit that
the initial advantages can become self-reinforcing, leading to persistent spatial ine-
qualities. Indeed, empirical evidence from both developed and emerging economies
challenges this self-correcting paradigm (Lessmann et al. 2012; Rodriguez-Pose &
Ezcurra 2011). Instead, we observe a reinforcing cycle: prosperous regions attract
capital, labour, and innovation, whilst their less-fortunate counterparts often lan-
guish (Rodriguez-Pose & Gill 2006; Brakman & van Marrewijk 2008).

The genesis and persistence of regional imbalances are multi-faceted, stemming
from a complex interplay of exogenous and endogenous factors. Agglomeration

@ Springer



Asia-Pacific Journal of Regional Science

economies—the benefits firms and individuals derive from proximity—foster
increased productivity, reduced transaction costs, and enhanced knowledge diffusion
(Scott & Storper 2003; Duranton & Puga 2004). Globalisation, too, is essential for
shaping spatial inequalities (Rodriguez-Pose 2012). In brief, some regions harness
global economic integration to their advantage. Others, by contrast, lack the requi-
site infrastructure, skills, and institutional capacity to do so.

The concept of agglomeration is particularly salient in understanding the surge
of regional inequalities in emerging Asian economies. Robust agglomeration econo-
mies can catalyse self-reinforcing growth in already prosperous regions through
three key mechanisms: sharing, matching, and learning (Duranton & Puga 2004).
Sharing allows firms to use indivisible facilities and infrastructure, reducing costs.
Matching enhances the quality and quantity of employer—employee pairings. Learn-
ing facilitates the generation and dissemination of knowledge and skills, foster-
ing innovation. Notwithstanding these theoretical predictions, these benefits often
accrue disproportionately to regions with strong economic foundations, exacerbat-
ing divergence (Rodriguez-Pose 2018).

Institutional factors are equally crucial in deciphering regional inequalities. Insti-
tutions shape the economic milieu by influencing property rights, the rule of law,
and administrative efficiency (North 1990; Acemoglu et al. 2001; Rodrik et al. 2004;
Rodriguez-Pose 2013). Significant intra-country variations in institutional quality
contribute to divergent economic outcomes. Regions with robust institutions are bet-
ter positioned to attract investment, foster innovation, and support economic growth.
Those with weaker institutions face significant barriers to development (OECD
2020).

The interplay between agglomeration, globalisation, and institutional quality
affects regional competitiveness and economic dynamism, resulting in the emer-
gence of ‘winning’ and ‘losing’ regions. The former leverage their competitive
advantages, attract investment, and foster economic growth. The latter grapple with
structural challenges that impede their ability to compete, including inadequate
infrastructure, limited access to education and healthcare, and weak institutional
capacity. Addressing these challenges requires targeted policies focussed on build-
ing regional competitiveness and fostering inclusive growth (Barca et al. 2012; Pike
et al. 2017a).

To formulate effective policies, one must first determine and measure the compo-
nents of growth and, by extension, inequality. In this context, the concept of regional
competitiveness has become central. It refers to a region’s capacity to offer an attrac-
tive and sustainable environment for firms and residents (Kitson et al. 2004). Com-
petitiveness is influenced by both ‘hard’ factors, such as infrastructure and economic
structure, and ‘soft’ factors, including social capital, institutional quality, and inno-
vation capacity (Annoni & Dijkstra 2019).

Another important concept in understanding regional inequalities is that of the
‘regional development trap’ (Diemer et al. 2022). This concept relates to the eco-
nomic dynamism of regions and is an extension of the middle-income trap (Gill
and Kharas 2015) often discussed at the national level. Regional development traps
occur when regions experience a stagnation in economic dynamism, preventing
them from catching up with more developed regions (Iammarino et al. 2020).
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This article measures inequalities within Kazakhstan, a country that epitomises
the experience of many emerging economies in Asia and elsewhere, where eco-
nomic growth has bred territorial inequality to levels that potentially threaten fur-
ther economic progress. Such measurements of inequality entail discerning regional
variations in competitiveness and economic dynamism.

3 Growth and spatial inequalities in Kazakhstan

For the past quarter-century, Kazakhstan has witnessed remarkable economic
growth, outpacing most countries globally. The post-independence period brought
economic turbulence, with the economy contracting by an average of 5.4% annually
between 1991 and 1999. However, as the economic and political situation stabilised,
the country embarked on a trajectory of rapid growth. From 1999 to the 2008 finan-
cial crisis, Kazakhstan became one of the world’s fastest-growing economies, with
average growth rates of 9.3%. Although this pace has not been sustained since the
financial crisis, Kazakhstan has remained relatively dynamic. Nevertheless, there are
increasing signs that the country’s growth momentum is losing steam, with average
economic growth declining from 5% between 2008 and 2013 to 3.2% between 2014
and 2020. The pandemic and its aftermath have further dampened growth, reducing
it to 2.5% between 2020 and the end of 2023.

Perhaps more concerning than the deceleration in economic growth is the coun-
try’s growing internal polarisation. A nation that knew virtually no territorial dispar-
ities at independence has witnessed a rapid process of divergence. Spatial inequality
has deepened due to the concentration of economic activity and wealth in regions,
such as Almaty, Astana, and Atyrau. Figure 1 brings to light the widening economic
chasm between Kazakhstan’s regions, with the Gini coefficient for regional GDP per
capita increasing from 0.25 in 2000 to 0.38 in 2020, a stark illustration of the coun-
try’s growing spatial inequality. Almaty and Astana have benefited from agglomera-
tion economies and globalisation, whilst Atyrau has profited from the concentration
of oil in the region and along the shores of the Caspian Sea. In contrast, lagging
regions struggle to attract investment, retain talent, and achieve economic dynamism
(Fan et al. 2011). This situation mirrors the ‘place-based inequalities’ discussed by
Tammarino et al. (2020), where regional economic opportunities are unevenly dis-
tributed based on significant variations in the endowment of natural resources, infra-
structure, and institutional capacity.

These variations in regional endowments are behind the fanning out of dispari-
ties in Kazakhstan. On the one hand, more competitive regions, such as Astana and
Almaty, enjoy relatively strong institutional frameworks, high levels of human capi-
tal, and better infrastructure. On the other, most lagging oblasts struggle with poor
institutional quality, low skills, and insufficient infrastructure. They also miss—
with the possible exception of the city of Shymkent city—the agglomeration forces
behind the dynamism of the two main cities.

Globalisation is another factor driving the rising divide. Regions with bet-
ter access to international markets and resources have thrived, whilst those not
afforded that capacities have lagged behind (Pike et al. 2017a). The inequality
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Fig.1 GDP levels and the growth of regional inequality in Kazakhstan. Source: Own elaboration with

Kazakhstan Statistical Department data

amongst oblasts in the country has reached such levels that imagining the market
correcting these imbalances has become difficult. The reality is that recent eco-
nomic polarisation can further ingrain disparities, with richer and more dynamic
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regions steaming ahead, whilst other regions—often poorer, at times better off
but stagnating—fall farther behind (Rodriguez-Pose & Gill 2006; Brakman &
van Marrewijk 2008). This has significant implications for Kazakhstan, where
the lack of convergence threatens both economic sustainability and social
cohesion.

The notion of agglomeration and its impact on regional inequalities is par-
ticularly relevant for Kazakhstan. Agglomeration economies can lead to self-
reinforcing growth in already prosperous regions. The already mentioned mech-
anisms of sharing, matching, and learning (Duranton & Puga 2004) are often
restricted to regions that already have strong economic fundamentals, leading to
increased divergence between regions (Rodriguez-Pose 2018).

The theoretical and empirical literature also points to the importance of insti-
tutional factors in determining regional inequalities. Institutions shape the eco-
nomic environment by influencing factors, such as property rights, the rule of
law, and the efficiency of public administration (North 1990; Rodriguez-Pose
2013). In Kazakhstan, the quality of institutions varies significantly across
regions, contributing to divergent economic outcomes. Regions with stronger
institutions are better able to attract investment, foster innovation, and support
economic growth, whereas regions with weaker institutions face barriers to
development (OECD 2020).

The combination of unequal globalisation and agglomeration with variations
in institutional conditions affects the competitiveness and dynamism of regions
in Kazakhstan. In this respect, the concept of regional competitiveness has
become central to understanding spatial inequalities in the country. Kazakhstan
is a country where the more competitive regions such as Astana and Almaty are
characterised by a strong institutional framework, high levels of human capital,
and better infrastructure. Lagging-behind regions, in contrast, struggle with poor
institutional quality, low skills, and insufficient infrastructure (Annoni & Dijk-
stra 2019).

Moreover, in Kazakhstan, many regions face a high risk of falling into devel-
opment traps due to limited economic diversification, a high dependency on low-
productivity sectors, and poor access to education and innovation. These regions
exhibit characteristics, such as low productivity, high unemployment, and limited
economic dynamism, which inhibit their potential for growth and development
(World Bank 2018).

The interplay between agglomeration, globalisation, and institutional quality
has led to the emergence of ‘winning’ and ‘losing’ regions in the country. This
is a tale of two Kazakhstans. Winning regions, such as Astana and Almaty, have
managed to leverage their competitive advantages, attract investment, and foster
economic growth. Losing regions—mostly concentrated in the demographically
dynamic South, but also in the oil-rich West—face structural challenges that limit
their ability to compete. These challenges include poor infrastructure, limited
access to education and healthcare, and weak institutional capacity. Addressing
these challenges requires targeted policies that focus on building regional com-
petitiveness and fostering inclusive growth (Pike et al. 2017a). Figure 2 reflects
the differences in GDP per capita amongst regions in Kazakhstan.
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4 Measuring the regional divide in Kazakhstan

But how important is this growing regional divide in Kazakhstan? Are we really
witnessing the emergence of two Kazakhstans? The question of the magnitude
of the regional divide in Kazakhstan has long loomed but has been inadequately
addressed due to both a lack of suitable data and a theoretical framework that
considers regional inequalities from a multi-dimensional perspective. This section
examines the data and diverse methods required to gain a comprehensive under-
standing of the dimension and importance of regional inequality in Kazakhstan.

4.1 Gathering the data

The empirical analysis draws on data from the Kazakhstan Statistical Depart-
ment, the World Bank, and the Asian Development Bank (ADB). To compre-
hensively assess regional inequality, several key indicators are included. Gross
Regional Product (GRP) per capita serves as a measure of economic output per
person, providing a snapshot of each region’s prosperity. Productivity—calcu-
lated as GRP per worker—captures the efficiency of economic activity within
each region and is closely linked to standards of living and competitiveness.
Employment rates offer insight into labour market participation, with higher rates
suggesting stronger economic conditions and lower rates indicating underuse and/
or neglect of human capital. Poverty rates are used to assess social welfare, high-
lighting regions where economic difficulties intersect with limited access to pub-
lic services.
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Infrastructure quality, encompassing transportation networks, utilities, and
digital connectivity, is also key for measuring regional competitiveness; regions
with better infrastructure are better positioned to attract investment and support
higher productivity. Human capital, measured by indicators such as literacy rates,
higher education attainment, and vocational training enrolment, reflects each
region’s workforce potential. Institutional quality, comprising factors like govern-
ance effectiveness, regulatory frameworks, and corruption levels, further shapes
the economic environment of each region, with stronger institutions fostering
growth and resilience.

The dataset spans all 20 administrative regions of Kazakhstan—including the
three regions created in 2022, namely Abay, Zhetysu, and Ulytau—over a 23-year
period from 2000 to 2023, allowing for both cross-sectional and longitudinal analy-
sis. This extended timeframe enables a robust examination of trends and persistent
inequalities, capturing the long-term effects of Kazakhstan’s economic development
trajectory on its regional landscape.

4.2 Methodology

The analysis combines convergence analysis, a regional development trap index, and
a regional competitiveness index. This methodological framework enables a multi-
dimensional assessment of regional disparities in Kazakhstan, capturing not only
economic performance but also competitiveness and vulnerability to stagnation.

4.2.1 Convergence studies

Convergence analysis evaluates whether economically weaker regions in Kazakh-
stan are catching up with wealthier ones over time. We employ an approach which
has been common since the seminal work of Barro and Sala-i-Martin (1992) to pro-
vide a comprehensive assessment of regional convergence dynamics. Amongst the
many potential indicators of territorial convergence, we opt for coefficient of varia-
tion, a common indicator allowing to measure convergence from a dynamic perspec-
tive. Its formula can be written as follows:

= Vpi(xi - /J)z (1)
U

A potential alternative is the standard deviation of the logarithms, which can be

defined as
v=1/pi(logx; = i), 2

where x; and p; are, respectively, the regional GDP per head and the population

share of region i (i=1,2,..,n) in a given year, whilst u= Y px; and
i=1

n
g =Y p;logx,. In this context, the study variable, x, depicts a vector of variables
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considered to influence territorial inequality. In statistical terms, the coefficient of
variation can be defined as the ratio of the standard deviation to the mean and is
often presented as a percentage by multiplying (1) by 100. The measurement of the
coefficient of variation is generally preferred to the standard deviation which
requires the mean value in order to be meaningful.

4.2.2 Regional development trap index

The Development Trap Index (DTI) identifies regions at risk of economic stagna-
tion by examining GRP per capita, productivity, and employment rates. Unlike tra-
ditional convergence measures, the DTI captures regions that are not only lagging
economically but also face structural barriers to growth. By evaluating each region’s
performance relative to both its historical trajectory and the national average, the
DTI highlights areas experiencing slowdowns or at risk of falling into stagnation
(Iammarino et al. 2020). The DTI is formulated as

R S
Z)'D?,l + Z)'th

DT, =4 1- 22t =i 3)

’ 6

R S . S .

where Df ~and Df ~ are dummy variables indicating whether growth acceleration for
variable y (such as GDP per capita or productivity per worker) is positive compared
to past performance and the national average. Growth acceleration for each region
relative to its historical trajectory is calculated by

R _
a[,t - gi,t,t—n - gi,t—n,t—Zn’ (4)
whilst deviation from the national average is given by
S _ S . .
4, = Liien = &pimm> withi € S 5)

with S representing the national context. The DTI ranges from O to 1, with higher
values indicating a greater risk of stagnation. By combining absolute and relative
growth metrics, the DTI enables to identify regions that may be falling behind
despite national economic growth. This approach draws on methodologies devel-
oped by Eichengreen et al. (2012, 2014) and Hausmann et al. (2005, 2006), tradi-
tionally used to detect middle-income traps in cross-country analyses.

The DTI provides a dynamic perspective on regional inequality, which is particu-
larly valuable in Kazakhstan, where some regions struggle to initiate convergence
processes, whilst others show signs of prolonged underperformance. The DTI high-
lights these dynamics, enabling policymakers to focus on regions at risk of becom-
ing trapped in cycles of low growth.

4.2.3 Regional competitiveness index

The Regional Competitiveness Index (RCI) assesses each region’s capacity to
offer an attractive, sustainable environment for firms and residents. Developed
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by the European Commission’s Joint Research Centre, the RCI provides a multi-
dimensional view of competitiveness, moving beyond economic indicators alone to
include social, institutional, and human factors (Annoni & Kozovska 2010; Annoni
& Dijkstra 2013; Annoni et al. 2016). This index defines regional competitiveness as
“the ability of a region to offer an attractive and sustainable environment for firms
and residents to live and work” (Dijkstra et al. 2011, p. 4). This broad definition
captures both ‘hard’ factors, like infrastructure quality, and ‘soft’ factors, such as
human capital, institutional quality, technological readiness, and innovation capacity
(Annoni and Dijkstra 2019).

The RCI includes a sustainability dimension, reflecting each region’s potential
to attract investment and enhance social welfare over both the short and long term.
For Kazakhstan, the RCI is calculated using data on infrastructure quality, educa-
tional attainment, employment rates, and institutional effectiveness. High scores on
the RCI indicate regions that are well positioned to attract investment, retain skilled
workers, and foster innovation, all of which are essential for sustainable economic
growth. The RCI thus serves as a comprehensive measure, capturing the range of
factors that contribute to each region’s economic vitality and its potential to sustain
a high quality of life for residents.

Using the RCI, this study sheds light on Kazakhstan’s regional dynamics and
highlights the conditions that support economic dynamism. The RCI’s multi-dimen-
sional approach to competitiveness aligns with a broader, GDP-independent under-
standing of economic success, recognising that the long-term prosperity of regions
is grounded in more than just economic output.

5 Regional inequality in Kazakhstan

As indicated earlier, Kazakhstan’s economic geography is characterised by stark ine-
qualities. The disparities are not mere statistical anomalies; they reveal an economy
that has developed at two speeds, with growth concentrated in select areas and stag-
nation in others. Over 2 decades, regional divides have become entrenched, tracing
the contours of a nation split between resource-rich western regions, urban centres
like Almaty and Astana, and the struggling peripheries in the south and east. Below,
we have quantified those divides, employing the diverse types of indicators pre-
sented above with the aim of offering a novel and detailed look at the forces shaping
each region’s economic fate.

5.1 Convergence analysis

In theory, regions within a nation should move towards convergence, with poorer
areas growing faster than their richer counterparts, gradually narrowing the eco-
nomic gap. In Kazakhstan, however, convergence remains largely theoretical. An
examination of GRP per capita across regions shows little evidence that the poorer
parts of the country are catching up. Using both parametric and non-parametric
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Fig. 3 Coefficient of variation (%) in GRP per capita levels, 1998-2023. Source: Own elaboration with
Kazakhstan Statistical Department data

methods, we detect not convergence but divergence, with inequalities in GRP per
capita actually increasing over time.

The coefficient of variation—our measure of income dispersion—has trended
upwards, rising from 55.4% in 1998 to 66% in 2023 (Fig. 3). Economic growth, far
from lifting all boats, has pooled in a few select regions, especially those endowed
with natural resources. The early 2000s witnessed an intensification of this inequal-
ity, forming a U-shaped curve that saw some reduction during the financial crisis
and austerity crisis that ensued in the 2010s, only to rise again towards the decade’s
end. The COVID-19 pandemic in 2020 briefly disrupted this trend, compressing
disparities as urban centres and export-driven regions bore the brunt of the shock
whilst more insulated areas remained relatively stable.

A closer examination reveals that population size complicates the narrative. The
population-weighted coefficient of variation, which adjusts for demographic imbal-
ances, shows a steeper rise in inequalities from 2014 onwards (Fig. 4). The recent
inclusion of Turkestan as a separate statistical unit—with the carving out of the
relatively more affluent city of Shymkent, the third-largest city in Kazakhstan—has
highlighted the economic chasm within the country. Turkestan, with its high popula-
tion and low economic development, reinforces a picture of a nation divided, where
prosperity clusters in resource-rich regions and urban hubs, leaving large areas eco-
nomically marginal.

From an international perspective, Kazakhstan’s regional inequalities place it in a
curious position on the global stage. Until 2012, its disparities were less severe than
those in much of Central Asia or Russia and roughly on par with China (Lessmann
& Seidel 2017). Historically, Kazakhstan’s regional divides have been narrower than
those of Uzbekistan and Kyrgyzstan but wider than in Tajikistan and Turkmenistan.

@ Springer



Asia-Pacific Journal of Regional Science

S > L 6 A @O 0O N TV DB L o A D9 0 N D
QT T O O O O NN NN NNNNNNNNAOGA QD
D I S I S S

Fig. 4 Population-weighted coefficient of variation, GRP per capita levels, 2003-2023. Source: Own
elaboration based on data from Kazakhstan Statistical Department

After 2014, however, a marked increase in spatial inequality emerged, with 2018
and 2019 levels approaching pre-2012 figures for Uzbekistan and Kyrgyzstan.

Comparatively, Kazakhstan’s regional inequalities have remained near those of
other emerging countries, such as Turkey, but still below those of emerging giants
like Brazil and South Africa. Yet, the GRP per capita gap between Kazakhstan’s
regions remains significantly larger than in developed economies like France, Italy,
Germany, the UK, and the US. Adjusting for population size reinforces Kazakh-
stan’s alignment with other emerging markets, yet the contrast between interper-
sonal and territorial inequalities remains stark. The Gini index (Fig. 2) shows that
personal income inequality in Kazakhstan is only slightly above developed-country
averages, whilst population-weighted measures of spatial inequality reveal much
sharper regional divides. This divergence suggests that, contrary to trends else-
where, Kazakhstan’s inequality is less about income differences between individuals
and more about fundamental divides between its regions.

Kazakhstan’s trajectory offers a cautionary tale and a learning opportunity for
emerging economies that have opened themselves to global trade. The rapid concen-
tration of growth in select regions serves as a case study in the risks posed by une-
ven economic liberalisation, revealing how global integration, absent strong regional
policy, can deepen internal divides instead of closing them.

When looking at productivity and adjusting for population size across regions in
Kazakhstan, a stark upward trend in productivity disparities is revealed (Fig. 5). The
upward slope of the trendline suggests that, although productivity dispersion has not
grown as the same rate as GDP dispersion, the underlying inequalities have quietly
intensified, especially in the last three years. Notably, spatial productivity gaps—the
output per worker—have largely stabilised since 2015. By 2020, these disparities
narrowed, likely reflecting the short-term impact of COVID-19, where open and
urban economies, typically more vulnerable during economic shocks, suffered more
than insulated, rural areas. That said, a sharp increase can be observed after 2020.
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Fig.5 Population-weighted coefficient of variation of productivity levels across Kazakh regions, 2003—
2023. Source: Author’s own elaboration based on data from Kazakhstan Statistical Department

However, this relatively gentle upward trend in productivity polarisation hides a
reality of the emergence of a dual economic system. Most productivity gains have
concentrated in a handful of high performers—primarily Almaty, Astana, and the
resource-heavy Atyrau. However, at the other end of the spectrum, there is a broad
base of regions where productivity is low and, more worryingly, has barely grown.
This creates a productivity pyramid with the two metropolitan winners (Almaty
and Astana) at its apex and a broad base of regions with scant productivity gains to
show in recent times. Hence, there is a significant structural productivity gap within
Kazakhstan, with a few prosperous regions leaving the rest far behind.

5.2 Development traps in Kazakhstan

The notion of a ’development trap’ provides additional nuance to understanding why
certain regions in Kazakhstan have failed to thrive despite overall national growth.
These traps are more than simple economic stagnation; they represent structural bar-
riers that prevent regions from realising their economic potential, locking them into
cycles of low productivity, limited job creation, and waning competitiveness. Tradi-
tional measures of convergence fall short in capturing these dynamics, as they focus
on income levels without addressing the deeper, path-dependent forces that hinder
regional development.

The Development Trap Index (DTI) offers a different, additional lens. By exam-
ining GRP per capita, productivity, and employment rates, and by comparing each
region’s performance to both its historical trajectory and the national average, the
DTI identifies areas at risk of stagnation. The findings for Kazakhstan are revealing.
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Between 2005 and 2015, Kazakhstan saw a sharp rise in regions classified as high-
risk for economic stagnation. By 2015, over 90% of regions had drifted into this cat-
egory, reflecting a broad-based slide into economic inertia. The situation improved
somewhat by 2020, but nearly 60% of regions remained vulnerable.

A geographical breakdown of DTI scores (Fig. 6) highlights certain patterns.
Western and southern Kazakhstan emerge as the most vulnerable, with several
northern regions also showing high risk. South Kazakhstan, including Turkestan
and Shymkent, consistently ranks at the top of the risk scale, followed by Mangys-
tau. These findings suggest that even relatively affluent regions, such as Mangystau,
are not immune to the problem of long-term stagnation. Although resource extrac-
tion has brought wealth, it has not laid the foundations for sustainable growth. The
economic vitality of these regions is brittle, relying on external demand and global
commodity prices rather than local innovation or industrial diversification.

The persistence of development traps in certain regions of Kazakhstan aligns
with the concept of ‘low-level equilibrium traps’ in development economics (Nelson
1956), where multiple equilibria can exist, and regions can become trapped in a self-
reinforcing cycle of underdevelopment. Development traps have also proven else-
where to be an important source of discontent (Rodriguez-Pose et al. 2024), often
planting the seeds for social and political turmoil and future development problems.

The development traps seen in Kazakhstan are instructive for countries in tran-
sition or emerging from long periods of state-controlled growth. Similar to South
Africa’s post-apartheid experience or Brazil’s regional economic chasms, the emer-
gence of persistent stagnation in particular regions warns that modernising an econ-
omy without addressing spatial imbalances can embed inequalities that are challeng-
ing to unwind later (Tammarino et al. 2020; Fan et al. 2011).

W 061-067
M 054-0.60
0.49-0.53

0.39-0.48

Data not available

Fig.6 Average risk of being trapped in Kazakhstan, quartiles of the distribution over 1998-2023. Since
the index assesses the trend over time, there are not enough data points to calculate the index for the new
regional units added in 2022, namely Abay, Ulytau, and Zhetysu. Source: Own elaboration based on
data from Kazakhstan Statistical Department
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5.3 Differences in regional competitiveness

Kazakhstan’s competitive landscape is also one of stark contrasts. The Regional
Competitiveness and Cohesion Index (RCCI), calculated for 2023, reveals a persis-
tent north-west/south-east divide (Fig. 7), with a polycentric pattern in which the
capital and a few metropolitan regions perform significantly better than the rest.
Western regions near the Caspian Sea, such as Atyrau and West Kazakhstan, score
highest, showcasing a business-friendly environment that draws investment. Almaty
city and Astana, driven by agglomeration economies, also lead the rankings, high-
lighting the advantages of urban density in attracting talent and capital.

Beneath the top quartile, regions like Mangystau, North Kazakhstan, Akmola,
East Kazakhstan, and Karaganda exhibit mid-to-high competitiveness, straddling the
line between the top performers and the rest of the country. Below them, regions,
such as Aktobe, Kostanay, Almaty, Shymkent City, and Ulytau, register mid-to-low
competitiveness, signalling a lack of dynamism. At the bottom of the scale lie the
southeastern regions, including Kyzylorda, Turkestan, Zhetysu, Zhambyl, and Abay,
whose low competitiveness scores underscore the structural challenges they face.

To clarify these disparities, we have standardised the RCCI into z-scores and
plotted these scores into radar charts (Fig. 8). In these radio charts, we can position
each region relative to the national average. Atyrau, Astana, and Almaty City stand
well above the average, each more than one standard deviation ahead. Meanwhile,
Zhetysu and Turkestan lag significantly behind, underscoring the scale of the com-
petitive divide.

A longitudinal view of competitiveness from 2016 to 2023 highlights a concern-
ing trend: no lagging region has made the leap into the higher tiers of competitive-
ness. Whilst some areas, like Almaty, have shown modest improvements, these

B 0.73-1.00
W o0.53-0.72
0.32-0.52
0.00-0.31

Fig.7 Regional Competitiveness and Cohesion Index of Kazakh regions, quartiles of distribution, 2023.
Source: Own elaboration based on data sourced from Kazakhstan Statistical Department
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Fig.8 Radar chart representing the performance in specific areas of the regional competitiveness index
in the city regions and other selected oblasts, 2023, z-scores
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gains have been limited and short-lived. Conversely, leading regions such as Atyrau
and Astana have retained their positions, consolidating an advantage that appears
self-reinforcing. This rigidity in the competitive hierarchy reflects structural obsta-
cles—limited access to capital, weaker institutional frameworks, and poorer infra-
structure—that prevent lower-ranked regions from catching up. It is a hierarchy that
appears to defy convergence, with the gap between leading and lagging regions as
entrenched as ever.

6 Policy implications and recommendations

Kazakhstan’s measurement of regional inequalities reveals a deeply embedded hier-
archy, one resistant to change and suggestive of a broader problem facing emerg-
ing economies with uneven development. The top-performing regions benefit from
agglomeration effects, robust infrastructure, and diverse industrial bases that con-
tinually attract investment and talent. Meanwhile, the weaker regions find them-
selves trapped in cycles of underperformance, where limited economic opportunities
are compounded by structural disadvantages in institutional quality and investment
appeal.

The persistence of a north-west/south-east divide implies that the advantages con-
ferred by geography, infrastructure, and historical capital accumulation are firmly
entrenched. For the regions struggling to benefit from the country’s economic dyna-
mism, convergence appears distant, if not altogether implausible, without significant
policy intervention. As Kazakhstan grapples with its development challenges, this
competitive divide serves as both a diagnostic and a call to action. It is a reminder
that economic growth, unless balanced and inclusive, risks consolidating inequali-
ties rather than bridging them and is a seed of discontent.

The task for policymakers is formidable: to raise the competitiveness of lag-
ging regions in a way that respects their unique economic structures and potential.
Addressing Kazakhstan’s entrenched spatial inequalities will require a multi-faceted
approach, potentially including targeted infrastructure investments, regionally-tai-
lored human capital development programmes, and fiscal decentralisation measures
to empower local governments in lagging regions. Without such measures, Kazakh-
stan’s competitive landscape is likely to remain a tale of two economies—one
dynamic and globally connected and the other locked in a cycle of marginalisation,
watching prosperity from afar.

There is, therefore, a need for a comprehensive territorial development strategy,
targeting both structural causes of disparity and creating a more balanced environ-
ment for regional development. A multi-faceted approach is required, where each
policy lever is attuned to the specific needs and challenges of individual regions.
The following policy recommendations are based on the analysis of Kazakhstan’s
regional inequality and informed by international best practises (ADB 2021).

First, infrastructure investment is essential. The infrastructure gap between devel-
oped areas such as Astana and Almaty and lagging regions like Turkestan and Kyzy-
lorda is one of the primary drivers of regional disparities. Investments in transpor-
tation networks, digital connectivity, and utilities can transform these underserved
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regions by increasing market access, facilitating labour mobility, and enhancing pro-
ductivity. Improved infrastructure acts as a foundation upon which other economic
activities can build, creating conditions that are more attractive to private investors
(OECD 2020).

Equally important is the need to reduce economic overreliance on low-produc-
tivity sectors, particularly in Kazakhstan’s rural areas. Diversifying these regional
economies away from agriculture and other low-yield industries is critical for sus-
tainable growth. The government should promote the development of regional clus-
ters that link local firms to national and international supply chains, enabling them
to capture a larger share of value-added activities. Innovation policy—through sup-
port for research and development (R&D), start-up ecosystems, and private-sector
investment—can stimulate economic diversification and enhance resilience in lag-
ging regions. This approach has seen success in the European Union’s cohesion pro-
grammes, which target regional innovation as a means to promote economic equal-
ity (Annoni & Dijkstra 2019).

Investment in human capital is another fundamental pillar. The disparities in
educational attainment across Kazakhstan are stark, particularly between the urban
centres and more remote regions. Vocational education and training programmes,
aligned with local economic needs, could enhance regional competitiveness by
equipping the workforce with relevant skills. Improving the quality of basic educa-
tion and creating stronger links between educational institutions and local businesses
would also make lagging regions more attractive to employers (World Bank 2018).

Institutional reform is foundational to any regional development strategy. Regions
with weak governance structures are consistently less competitive, as they struggle
to attract investment, enforce policy, and effectively distribute resources. Strength-
ening institutional capacity at the regional level—through enhanced transparency,
accountability, and the empowerment of local authorities—can help lagging areas
catch up. Decentralisation reforms that give local authorities more autonomy and
capacity to make decisions could also improve policy effectiveness, as regional
governments are often better attuned to local challenges than central bureaucracies
(Rodriguez-Pose 2013).

The diversity of Kazakhstan’s regions, with their varying economic structures
and resource endowments, makes a ‘one-size-fits-all’ approach impractical. Instead,
place-based policies tailored to the unique characteristics of each region would be
more effective. Drawing from successful examples in OECD countries, Kazakhstan
could adopt a more flexible policy approach that recognises regional differences and
targets interventions where they are likely to have the greatest impact (Iammarino
et al. 2020).

Social policy should not be an afterthought. Economic inequality in Kazakhstan
has a social dimension that must be addressed directly. Reducing poverty, improving
healthcare access, and expanding social protection systems in disadvantaged regions
are necessary steps to foster inclusive growth. Investments in social infrastructure
are crucial for tackling migration pressures and social discontent that arise from
regional disparities. These initiatives can create a more cohesive society, where all
citizens feel the benefits of national growth regardless of their geographic location
(ADB 2021).
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Inter-regional collaboration should also be encouraged as a way to bridge the
gap between Kazakhstan’s developed and less-developed regions. Partnerships that
facilitate knowledge transfer, joint investment, and coordinated policy efforts could
leverage the strengths of more prosperous regions to uplift those that are lagging.
Collaborative projects in infrastructure, research, and skills development can create
synergies across regions, ensuring that growth is more evenly distributed (Pike et al.
2017b).

Finally, fiscal reform is necessary to enable regions to respond more effectively
to local needs. Although recent decentralisation efforts have devolved some revenue
collection to regional authorities, local governments remain heavily dependent on
central government transfers, which make up close to 55% of subnational budgets.
Reforming the fiscal redistribution system—taking into account quality-of-life met-
rics and conducting regular assessments of regional needs—could empower local
authorities and improve resource allocation (ADB, 2021).

7 Conclusions

Kazakhstan’s regional inequalities are not mere statistical abstractions; they are the
lived reality of millions, etched into the country’s economic and social fabric. As we
have seen, these disparities are deeply rooted, resistant to the simplistic notion of
market-driven convergence. They demand a nuanced, multi-faceted policy response
that recognises the unique challenges and potential of each region. Only through
such a tailored approach can Kazakhstan hope to weave a more equitable economic
tapestry, one that offers prosperity not just to a fortunate few, but to all its citizens,
regardless of their geographic lottery.

In Kazakhstan, geography is not merely destiny; it is the architect of economic
fortune. The persistence of regional inequalities threatens not only the country’s
economic future but also its social cohesion and political stability. Addressing these
disparities requires more than piecemeal interventions; it demands a fundamental
rethinking of the country’s development model. The path forward lies in embracing
inclusive growth strategies that harness the potential of all regions, fostering a more
balanced and sustainable economic landscape.

Kazakhstan’s experience thus underscores the importance of proactive regional
policy for economies undergoing social and political reform. As countries liberalise
and integrate more deeply with global markets, policies to spread the benefits of
growth across regions become essential to avoid fostering entrenched, ‘two-speed’
economies. The case of Kazakhstan, with its growing dual economies of prosper-
ous urban centres and stagnant peripheries, illustrates that modernisation alone is
insufficient for sustainable national development—a lesson with wide relevance for
reforming economies across Asia and beyond.

The challenge for policymakers is formidable, but the stakes could not be higher.
By implementing comprehensive, place-sensitive policies that address infrastructure
gaps, human capital deficits, and institutional weaknesses, Kazakhstan can begin
to bridge its regional divides. This is not merely an economic imperative; it is a
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social and moral one. The future of Kazakhstan depends on its ability to transform
its patchwork economy into a seamless fabric of shared prosperity.
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