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Abstract. In this article, the author seeks to examine the economic development in Kazakhstan through the lens of his
prior research about the Middle East and East/Southeast Asia. This article has a two-fold objective. Firstly, it will reflect
on the wider economic reform plans in the country and considers if those fit into some existing economic theories on
growth. Secondly, it will use two specific reforms as put forward by the “100 Concrete Steps” as examples of further
reflection, namely establishing the Astana International Financial Center and tackling corruption. In this research, the
author will employ mainly a comparative method but also supplemented by other methods such as historical approach,
induction reasoning and use of pre-existing empirical evidence. In its comparison, the article will consider the
experiences of other financial centers which have transplanted common law such as the Dubai International Financial
Center and the lessons of Hong Kong and Singapore in successfully tackling corruption. This article contends that
together with other ongoing reforms, the path of Kazakhstan seems to now prompt along the lines of a Western model
of growth in which democracy, low corruption and rule of law are the emphasis, but with an understanding that it is not
necessarily the only path Kazakhstan can undertake.
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AnpnaTtna. Makanaga aBTop KasakcTaHHbIH 3KOHOMMKarnblK AamybliH Tasy LUbiFbic neH Lbifbic A3usHbI angbliHfbl
3epTTeyiHiH WweHbepiHae kapacTelpaabl. byn makana eki MakcaTTbl ke3gewai. BipiHwigeH, on engiH 3KOHOMMKarnbIK
pedopMacbiHbiH, KEH >KOCMapnapbiH cunatTangbl keHe onapAblH kenbip KongaHbICTaFbl 3KOHOMUKAIbIK ecy
TeopusinapbIMeH COMKeCTIriH kapacTblpadbl. EkiHwiaeH, makanaga «100 HakTbl kagam» 6aFgapnaMachkiHaa YCbIHbIFaH
eki HakTbl pedopma, atan anTkaHaa, «AcTaHa» xanblKaparnblk KapXbl OpTanbIFbIH KypY aHe Cbibannac »XeMKoprbIkka
Kapcbl Kypec mbican peTiHae kenTipinreH. byn 3epTreyae aBTop Tapuxu, MHAYKTUBTI NavbiMaay xoHe OypbiH 6onfFaH
aMnupuKanblk AepekTepai nanganaHy a4iCTepMeH TONbIKTLIPbINFAH canbICTbipMansl 94icTi kongaHagbsl. CanbiCcTeipy
OapbicbiHOa Makanaga [ybanabiH Xanblkapanblk KapXbl OpTanbifbl JKanmbl KyKbIKTbl €HrisreH 6acka Kapbl
opTanbIKTapbiHbIH Taxipubeci, coHpgan-aK [oHKoHr neH CuHranypablH cbibannac XeMKopribikka kapcbl TabbICTbl
KypecTeri cabakrapbl KapacTbipbinaTelH 6Gonagbl. Makanaga Kasakctan kasipri yakblTTa e3re  afbimAarbl
pedopmanapmeH kKaTap AeMokpaTtusiFa, cbibannac XeMKOpnbIKTbIH TOMEH AeHreniHe oHe 3aH ycTempiriHe Gaca
Hasap ayaapatbiH 6aTbICTbIK ©CY YITiCiHIH XKOmbIH YCTaHaTbIHbl, COHbIMEH Bipre 6yn KaszakcTaHHbIH XXanfbl3 Xonbl eMec
ekeHiHe 6aca Ha3ap aygapbinagpl.

TyniH ce3pep: KasakcTaH, SKOHOMMKANbIK AaMy, WHCTUTYTTap, KyKblK, ACTaHa xamnblkapanblk KapXbl OpTanbifbl,
cbibannac XemkKoprbIK.

JEL codes: K20, 010, 043, 053, P51

AHHOTauums. B ctatbe aBTOp CTPEMUTCA pacCcMOTPeTb dKOHOMUYeckoe pa3BuTue KaszaxcrtaHa yepes npuamy CBOUX
npegblioylnx nccnegosaHui o bnmxHem Boctoke n BoctouHon/KOro-BoctouHow Asum. JTa ctatbst npecnegyet
OBOWMHYyl0 Lenb. Bo-nepBbix, B Helt ByayT oTpaxeHbl 6ornee LWMPOKUE MraHbl 9KOHOMUYECKMX pedopm B CTpaHe u
pPacCMOTPEHO, COOTBETCTBYIOT JIM OHM HEKOTOPbLIM CYLLECTBYHOLLIMM TEOPUAM SKOHOMMYECKOro pocta. Bo-BTopbix, B
Hen OyoyT ucnomnb3oBaHbl ABE KOHKPETHble pedopMmbl, npeanoxeHHble B “100 KOHKpETHbIX wWarax’ B KavyecTBe
npuMepoB N8 AanbHenLWwero pasmbllUeHns, a UMEHHO co3daHue MexayHaponHoro oMHaHCoBOro LeHTpa "ActaHa"
n 6opbba ¢ koppynumel. B 3ToM uccnegoBaHMn aBTop UCMOMb3yeT CPaBHUTENbHBIA METOA, AOMOSTHEHHbIA APYTUMU
MeToAamm, TaKUMU Kak ICTOPUYECKNUIA MOAX0A, MHOYKTUBHbBIE PacCyXAeHWs U UCNONb30BaHUE paHee CyLLeCTBOBaBLUNX
3MMNMpUYECKUX AaHHbIX. B Xxoae cpaBHeHusi B cTaTbe OyaoeT paccMOTpPeH OnbIT ApYrMx (PUHaHCOBbLIX LIEHTPOB,
BHeapvBLUNX obLiee npaBo, Takux kak MexayHapoaHbi puHaHcoBbIv LeHTp [ybas, a Takke ypoku [OHKOHra u
CuHranypa B ycnewHon 6opbbe ¢ koppynuuei. B aToln ctatbe yTBepXaaeTcsi, YUTO BMeCTe C APYrMMU TEKYLLMMMU
pecdopmamu nyTb KaszaxctaHa, noxoxe, B HacTosiLLiee BpeMs NpubnukaeTcst K 3anagHol Moaenu pocTa, B KOTOPOR
OEeMOKpaTusi, HU3KUIA YPOBEHb KOPPYMLIMM N BEPXOBEHCTBO 3aKOHA ABMSIOTCA OCHOBHbLIMU, HO C MOHUMAHWEM TOTO, YTO
3TO He 06513aTENbHO €ANHCTBEHHbIV MYTb, MO KOTOPOMY MOXET NonTn KasaxcraH.

KntoueBble cnoBa: Ka3axctaH, 9KOHOMUYECKOE pa3BUTME, MHCTUTYThI, MpaBo, MexayHapoaHbI (PMHAHCOBbLIV LEHTP
«AcTaHay, koppynuus.
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Introduction

My first visit to Kazakhstan began in
2017, together with a delegation of my
employing Institution. Attracted by its vast
territory with abundant natural resources,
beautiful scenery and the most hospitable
people, | have kept coming back and carrying
out research about the country, first about its
Astana International Financial Center (AIFC)
(Yeung et al., 2020), and then now attempt
to broaden the scope of my investigation to
the wider economic development of the
country. This article is the first step of such
attempt.

This article will endeavor to undertake
a comparative perspective, by drawing upon
my prior research about the relationship
between institutions and economic growth in
Asia from the lesson of three countries,
China (with Hong Kong as a separate
chapter/episode), Singapore and Malaysia
(Yeung & Huang, 2018), as well as about two
financial centers in the Middle East (Yeung &
Al-Barashdi, 2022).

One caveat is, although since 2017 |
have visited Kazakhstan at least once per
year (but unfortunately forced to stop during
the Covid pandemic) and very recently
resumed my visit in May 2022, my
understanding about the country may not be
as thorough as those more seasoned and
knowledgeable researchers who have
devoted far more time in their investigation
on the country, as well as an average Kazakh
citizen who has lived their lives in the
country. That is why the title of this article has
been clearly labelled “Outsider’s
Assessment” as such. However, through my
previous and recent research visits, | have
benefited from some useful discussions with,
for example, academics, politicians, legal
practitioners, and people from the AIFC.
Also, despite the title of this article makes a
reference to “100 Concrete Steps”, it is not
strictly all about the economic reform plan
introduced in 2015, but rather because it was
arguably the main thrust behind the
establishment of the AIFC and the AIFC has
been the focus of my previous (and indeed
continual) research, | just use it to express
the idea that effective economic reform is
accumulative and entailing one step at a
time.

In this article, | will first provide a very
brief overview of Kazakhstan’s historical and
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economic development for those readers
who may happen to not know too much about
the country. Afterwards, | will discuss some
of the national economic plans and initiatives
introduced over the last decade, and
consider how they may fit into some existing
economic theories about growth. Then, | will
procced to examine two selected specific
steps/actions as contained in “100 Concrete
Steps”, namely the establishment of the
AIFC, and the attempt to tackle corruption.
Some comparisons will be made with the
countries of my previous research. A final
conclusion will be made at the very end.

A Snapshot of the Country’s History
and Economic Development

Kazakhstan’s history can be traced
back to as early as the first century when
Turkic-speaking and Mongol tribes settled in
where is now Kazakhstan and Central Asia
(BBC, 2019). However, due to the vast size
of the country, it is indeed difficult to
determine a unified prehistoric beginning
(Britannica, 2022). Since then, the history of
the country has been closely associated with
first the Mongols and then Russians. In
around the 13th-14th century, the country
was part of the empire of the Mongols. With
the formation of the Kazakh khanate
afterwards, the Kazakhs finally emerged as a
distinct ethnic group, and a more unified
Kazakh state. To withstand the threat from
the Mongols, some Kazakh tribes joined
Russia in pursuit of protection in 1730s,
starting a few centuries of Russian influence
and rule in the territory. In 1920, the Soviet
government  established the  Kirgiz
Autonomous Republic, which changed its
name to the Kazakh Autonomous Socialist
Soviet Republic five years later. Kazakhstan
declared full independence on 16 December
1991 and became part of the Commonwealth
of Independent States. This is perhaps the
time when modern Kazakhstan was formally
born.

According to the World Bank (2022),
since independence in 1991, Kazakhstan
has experienced a remarkable economic
performance. Rapid growth has been fueled
by structural reforms, abundant hydrocarbon
resources, strong domestic demand, and
foreign direct investment. As of this moment,
the country is an upper-middle-income
economy (with GNI per capita between
US$4,096 to US$12,695; and the figure of
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Kazakhstan in 2020 was US$8,710). At the
same time, the World Bank also identified
some challenges facing the country which
include slow productivity growth, wealth
inequality, rising living costs, limited job
opportunities, and weak institutions. It
alleged that these challenges have been the
main reason behind the large scale protests
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in the country in the beginning of 2022. It is
fair to say Kazakhstan may not outshine (at
least for this moment) the two larger
neighbors (both in terms of geographical and
economic size), but it is definitely a leader in
the Central Asian region. For a comparative
performance in their GNIs, see Figure 1
below.

Source: World Bank

Figure 1 - GNI per Capita, Atlas Method (Current US$) in Selected Countries

According to the figures from Statista
(2022), in the past decade from 2010 to
2020, the services sector remained the most
significant economic pillar in Kazakhstan,
accounting for over half of the GDP; with
industry closely behind forming around one-
third of the economy, and the agricultural
sector fairly small which was worth just
around 5 percent. It is often perceived that
natural resources remained by far the most
important part of the economy. It might well
be true in 2008 when natural resources once
accounted for 32 percent of the GDP. This
figure has since dropped to 16.8 percent in
2020. Meanwhile, it is undeniable that the
importance of natural resources can still be
seen as the major exports from the country
(73% of total exports) (US International
Trade Administration, 2020).

Economic Reforms - the 100
Concrete Steps and others

Attempts to reform Kazakhstan’s
economy have been seen around the
themes of economic  diversification,
improving the country’s business climate,
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enhancing competitiveness, and increasing
private sector participation (Asian
Development Bank, 2018). For example, the
government issued “Strategy 2050” in 2012.
The three key aims of the Strategy 2050 are:
to define new markets where Kazakhstan
can form productive partnerships and create
new sources of economic growth; to create a
favorable investment climate; and to
effectively develop and modernize the public
and private sectors. Then, there is a National
Development Plan, for example one through
2025, to supplement Strategy 2050, and the
Plan sets out ten national priorities, which
include:

(1) fair social policy; (2) an accessible
and effective healthcare system; (3) quality
education, (4) a just and effective state to
protect the interests of citizens; (5) a new
model of government; (6) cultivating the
values of patriotism; (7) strengthening
national security; (8) building a diversified
innovation-based economy; (9) development
of economic and trade diplomacy; and (10)
balanced territorial development.

Three years after the issuance of
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Strategy 2050, President Nazarbayev put
forward the “100 Concrete Steps” covering
five institutional reforms: (1) creation of a
modem and professional civil service; (2)
ensuring the rule of law; (3) industrialization
and economic growth; (4) unified nation for
the  future; (5) transparency and
accountability of the state. Under these five
broad reform goals, there are 100 more
specific actions that should be taken
accordingly. According to Erlan Idrissov, the
former foreign minister and now Ambassador
of Kazakhstan to the UK, the initiative was a
“direct response to worsening regional and
global conditions” (Idrissov, 2015). Since
President Tokayev came to power, he has
introduced a New Economic Course which
comprises seven basic principles which
broadly cover some if not all of the headings
already mentioned above. It can be seen that
there have been new reforms and their
implementation plans introduced regularly,
but the “100 Concrete Steps” have remained
quite unique in light of its extensiveness as
well as its specificity. Also, because they
have been introduced for some time, it is
possible for this article to get a sense of their
progress.

Do these Reforms Fit Well with the
Theories of Growth?

It can be seen that the reforms outlined
above, broadly speaking, seek to improve
the institutional conditions of Kazakhstan.
Institutional economics, which has existed
for over a century, is a branch of scholarship
which explores the role of institutions in
economic activities and growth. “Institutions”
is indeed a rather vague term in an economic
sense. As put by North (1990), “Institutions
are the rules of the game in a society or,
more formally, are the humanly devised
constrains that shape human interaction.”
Different types of institutions have been
reviewed by scholars, including but not
limited to finance, law, politics, trade, culture,
technology, education, colonial origin, etc.
(see a summary in e.g. Yeung & Huang,
2018: 10). The economic reforms in
Kazakhstan apparently do tie in closely with
some if not all of these headings, which are
believed to be instrumental to economic
growth.

The importance of legal institutions in
economic development has long been
discussed by classical economists, from
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Adam Smith to Karl Marx. The concern has
been the role of property rights in the
process. This perhaps echoes well with one
of President TokayeV’s principal elements of
his New Economic Course, which involves
“inviolability of private property”. The notable
role of law has been highlighted by influential
studies like the one by La Porta and
colleagues (La Porta et al., 1998), as well as
the World Bank’s Doing Business Report. La
Porta and colleagues have examined legal
rules covering the protection of corporate
shareholders and creditors, the origin of

these rules and the quality of their
enforcement in 49 countries.
They have alleged that the legal

environment, including both legal rules and
their enforcement, matters for the size and
extent of a country’s capital market. It is
because a good legal environment protects
the potential financiers against expropriation
by entrepreneurs. Investors are therefore
willing to surrender funds in exchange for
securities and therefore expand the scope of
investments, which is considered conducive
to economic growth. Based on their findings,
they have claimed that common law
countries with better investor protection,
have better capital markets to facilitate
allocation of resources, again conducive to
economic growth. This assertion clearly sits
well the idea of establishing the AIFC,
arguably modelled on the Dubai International
Financial Centre (DIFC), which aims to offer
foreign investors an alternative jurisdiction
for operations, notably a common law-based
legal system, together with  other
benefits/incentives.

Meanwhile, the World Bank’s Doing
Business Report has underlined some
important elements of business regulation
such as starting a business, getting credit,
protecting investors, paying taxes, trading
across borders, enforcing contracts,
resolving insolvency and so on. This World
Bank project, launched in 2002, has recently
been forced to close down after almost two
decades of operation, owing to data
irregularities. However, it is still a good
reference point to provide a cross-country
comparison of the strength of business
regulation in different countries. Kazakhstan
ranked 25th in the last Doing Business
Report (World Bank, 2021), below some
Western markets like the US (5th) and UK
(9th), but ahead of Russia (28th) and China
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(31st), as well as far ahead of its Central
Asian neighbors, Uzbekistan (69th), Kyrgyz
Republic (80th) and Tajikistan (106th). It is
worth highlighting that in the ranking,
Kazakhstan has done particularly well in
relation to protecting minority investors and
enforcing contract, but not so well in trading
across borders.

Other than law, politics has also been
widely believed to be one important
institution to growth. A modern and efficient
government has been a recurring theme in
the national economic reform. Following the
civil and political unrest in January 2022, a
recent response dominating the news
headline has been a constitutional
referendum on 5 June 2022, which is “aimed
at a comprehensive transformation of the
entire state model” and to demonstrate “[the
country’s] strong commitment to democratic
principles”, according to President Tokayev
(Astana Times, 2022). Perhaps no one can
ever object to the idea of an efficient
government, as opposed one which is
bureaucratic and corrupt. However, it may
not be crystal clear if democracy is really an
essential institution to growth. Przeworski
and Limongi (1993) have presented a
summary of theoretical arguments in the
direction of both positive and negative effects
of democracy on growth. On the one hand, it
is thought that only democratic institutions
can constrain the state to act in general
interest. Various entities in the society like
the opposition parties and media can keep
those in power in check. On the other hand,
there are also arguments against
democracy.

Proponents of this view asserts that
dictatorships are more capable of forcing
savings and launching economic growth.
Second, some observed that dictators
tended to behave in a “developmentalist”
fashion especially from the experience of the
Far East and Latin America (Przeworski &
Limongi, 1993: 55-56). Perhaps the rise of
China is a good example of where
democracy may not matter. Another example
is Singapore. As put by the legendary
Singaporean leader, Lee Kuan Yew, Asian
values have been about a “paternalistic and
illiberal state” in which stability and economic
development are regarded more highly than
other values (Yeung & Huang, 2018: 167).
When Nobel Laureate economist Milton
Friedman looked at Singapore, he remarked
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that Lee Kuan Yew was a “benevolent
dictator” and drew the lesson that it is
possible to combine a free private market
economic system with a dictatorial political
system (Yeung & Huang, 2018: 164).
Furthermore, in other parts of the world, a
major new survey conducted by the BBC
(2022) shows that Arabs are losing faith in
democracy to deliver economic stability
across the Middle East and North Africa.
Respondents of this survey tended to place
more emphasis on strong leaders and the
effectiveness of their government's policies
over the type of government (i.e. a
democracy or not).

Setting the far from clear impact of
democracy on growth aside, the Economist
Intelligence Unit's (2022) Democracy Index
provides a snapshot of the state of
democracy worldwide for 165 independent
states and two territories. According to the
Index, less than half (45.7%) of the world’s
population live in a democracy of some sort,
and even fewer (6.4%) reside in a “full
democracy”. More than one-third of the
world’s population live under authoritarian
rule, with a large share being in China. In the
same index, Singapore is considered a
“flawed democracy”. Kazakhstan, Russia
and all other Central Asian countries are
considered having an authoritarian regime.

As said before, there may be a
spectrum of factors which may influence
economic growth. For example, the
Schumpeterian model of growth has placed
a great deal of focus on innovations and new
technologies (Schumpeter, 1942). Another
possible factor is the functioning of financial
markets. The market is often viewed as the
most efficient allocation of capital. There is a
view that banks generally finance only well-
established, safe borrowers, while stock
markets can encourage more risky,
productive and innovative projects (Caporale
et al., 2004). The national economic reforms
in Kazakhstan apparently entail these
considerations by increasing spending on
education, fostering innovation, encouraging
the development of the technological sector,
and establishing a new financial center in
Nur-Sultan.

Yet, whilst the government can
introduce numerous initiatives to enhance its
economy, there may be a limit of what it can
actually change. Geography can be a cause
of cross-country differences in economic
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performance (Acemoglu et al., 2005). First,
climate may be an important determinant of
work effort, incentives, or even productivity.
This is especially true in the context of
agricultural productivity. If it is true, the
extreme cold weather during winter months
in certain parts of Kazakhstan may not be
helping economic growth. Furthermore, a
superior geographical location is an obvious
advantage in trade. Kazakhstan, as a
landlocked country, means that it is not in a
position to develop blue-water trade, when
China and Singapore have the busiest
container ports in the world and they stand to
benefit from the volume of trade handled by
their ports.

In sum, the general direction of
national economic reform in Kazakhstan is
theoretically sound. In the following sections,
this work will proceed to assess two of the
specific steps taken, namely in relation to the
AIFC, as well as the country’s attempt to fight
corruption.

Strengthening the Rule of Law,
Industrialization and Economic Growth
through the AIFC

Amongst the “100 Concrete Steps”, the
AIFC has been mentioned a number of times
but most notably in Steps 24 and 70, falling
under the two general goals of (1) ensuring
the rule of law and (2) industrialization and
economic growth.

24. Establishing an AIFC international
arbitration Centre in Astana, modelled on the
experience in Dubai.

70. Establishing the Astana
International Financial Centre (AIFC), and
giving it a special status consolidating legally
within the constitution. Establishment of the
center as a financial hub for the CIS
countries, as well as the region. An
independent commercial law system, which
will function on English law principles and
with a judicial corps consisting of foreign
experts will be established. The goal is for
Kazakhstan'’s financial hub to join the top 20
financial centers of the world.

In December 2015, President
Nazarbayev signed the Constitution of the
AIFC which provides a legal framework for its
establishment and operation. The
Constitution of Kazakhstan was amended to
allow a “special legal order in financial field”
be established within the territory of Nur-
Sultan (Article 2 of the Constitution of the
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Republic of Kazakhstan). According to this
legal framework, the governing law of the
AIFC is based on the Constitution of the
Republic of Kazakhstan and will have a
special legal regime, consisting of its own
laws and its own independent judicial system
and jurisdiction which will be based on
English common law, and standards of
leading international financial centers (Article
4(1) of the Constitution of the AIFC). The
current laws of Kazakhstan apply to the
extent that they do not conflict with the laws
adopted by the AIFC. The core
administrative and regulatory structures of
the AIFC include the Management Council,
the AIFC Authority, Astana Financial
Services Authority, the AIFC Court, and the
Astana International Arbitration Center. The
AIFC began operation in January 2018, but
an official international launch took place
later on 5 July in the same year.

As clearly indicated in Step 24, the idea
of having a common law zone with a civil law
system arguably is not ground-breaking
itself, but may have modelled on the Dubai
experience. The DIFC is a geographic and
legal jurisdiction within the emirate of Dubai
(part of the federation of the UAE). In 2004
the UAE constitution was amended to allow
an emirate to establish a “financial free
zone”, a separate legal, geographic and
judicial jurisdiction. Like the AIFC, all activity
within the DIFC is governed by the laws of
the DIFC, with the exception that federal
criminal law applies within the zone. The
apparent initial success of the DIFC has led
to a nearby follower. The Qatar Financial
Center (QFC) was established in 2005 to
assist in diversifying Qatar's economy to
become less reliant on oil and gas. Needless
to say, it is a separate jurisdiction based on
an English system like the AIFC and DIFC. A
newer follower (earlier than the AIFC) was
the Abu Dhabi Global Market (ADGM), which
opened for business in late October 2015.

To draw a quick comparison between
these special financial zones, in addition to a
dedicated legal framework based on English
common law as a headline feature, there are
also some incentives (both financial and non-
financial) to attract businesses and
participants to the zones, especially in
relation to taxation and immigration policy.
Normally, these can be in the form of a
preferential tax regime and/or a simplified
visa regime. In the DIFC, a 50-year
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guarantee of zero taxes on corporate profits
their employees’ income is provided (Article
14 of Dubai Law No. 9 of 2004). However, it
is only attractive to certain companies when
compared to the rest of Dubai and the UAE
where presently corporate income tax is only
chargeable for oil companies and foreign
banks, and there is no personal income tax.
The same analysis can also be applied for
the ADGM which operates a zero taxation
regime for 50 years in relation to profits and
income tax (Article 18 of Abu Dhabi Law No.
4 of 2013). As a side note, it is worth
highlighting that in general the UAE is
regarded as a tax haven, for example, by the
European Union. Similarly, in the AIFC, there
is a 50 year waiver for corporate tax,
individual income tax, property tax and land
tax, till the end of year 2066 (Article 6 of the
Constitution of the AIFC). As a comparison,
the normal corporate tax and personal
income tax rates in Kazakhstan are 20
percent and 10 percent respectively.
Amongst the four zones, the QFC is perhaps
the only one which levies taxes on corporate
profits. The same standard rate of
corporation tax of 10 percent is applied
nationally, both within and outside of the
QFC, for a corporate entity that is wholly or
partially foreign owned (Article 9 of the QFC
Tax Regulations). In Qatar, no corporate
income tax is levied on a corporate entity that
is wholly owned by Qatari nationals and GCC
nationals. Also, there is no personal income
tax in Qatar. But like the UAE, a rate of 35
percent is to levy on oil and gas companies.
The taxation policy within the AIFC is clearly
consistent with Step 71 of the “100 Concrete
Steps”, which calls for “a liberal tax regime
for the [AIFCY".

As for non-financial incentives, for the
AIFC, citizens of countries of the OECD,
Malaysia, the UAE, Singapore and Monaco,
as well as a few other countries enjoy visa-
free entry to Kazakhstan for a period of 30
days (Article 7 of the Constitution of the
AIFC). The QFC is certainly the only zone
which goes far enough to have dedicated
Immigration Regulations. In the rest of Qatar,
foreign companies registered with the
Ministry of Economy and Commerce must
obtain special approval from the Ministry of
Labor to hire foreign workers. In contrast,
companies registered with the QFC are
exempt from this requirement. The QFC
regime will benefit from having a dedicated
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Immigration Office at the QFC site, along
with  simplified procedures for visa
applications. As for the DIFC and ADGM, the
national visa and immigration policies and
procedures are applicable. So, there is no
obvious advantage in this regard.

Furthermore, one headline feature for
those Middle Eastern special financial zones
is to allow wholly foreign ownership of
companies, when quite commonly local
shareholders are expected to be the majority
owner or co-owner of a company in these
countries owing to restrictions under their
respective foreign investment law. By
comparison, this does not seem to be a
problem in Kazakhstan. The Kazakhstani
Constitution affords foreign companies and
individuals the same rights and obligations
as Kazakhstani nationals (Deloitte, 2016).
Foreigners may invest in almost all sectors of
the economy, bar restrictions in place for
some specific industries.  Ownership
restrictions include telecommunications lines
operators (up to 49 percent), media
companies (up to 20 percent), and airlines
(up to 49 percent).

Around a decade ago, it has been
predicted that the top regional financial
center for managing Middle Eastern
investments is essentially a two-horse race
between Dubai and Qatar (Hancock, 2012).
As of September 2021, the DIFC was the
home to 3,297 companies, including world
leading banks, law firms, insurance
companies and asset managers, with over
27,000 people working in the special zone.
The size of the QFC was smaller. As of the
end of 2021, there were 1,284 companies,
with over 12,000 people working in the zone.
Comparatively, the size of the AIFC is
modest but performing reasonably well
considering its young age. As of the end of
2020, there were 658 companies registered.
The market capitalization of the Astana
International Exchange reached US$35.8
billion, which was only slightly smaller than
its more established national counterpart, the
Kazakhstan Stock Exchange in Almaty (with
a market capitalization of US$38.1 billion).

Creating a Robust Government
through Tackling Corruption.

The term “corruption” has appeared
twice in “100 Concrete Steps”:

3. Creation of a centralized selection
process for new entrants to prevent
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corruption and strengthen the role of the civil
service agency. Implementation of a three
staged selection process.

13. Strengthening the fight against
corruption, including development of new
legislation. Establishment of a special unit in
the Agency for Civil Service Affairs and
Fighting Corruption dealing with systemic
prevention and measures against corruption.

In general, the concern in corruption
lies in the related costs in economic, political
and social development (OECD, 2016). The
harmful effect of corruption can be seen in
terms of wasting social resources which
otherwise can be used for more productive
use. The perceived level of corruption across
countries is revealed by Transparency
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International’s (2021) Corruption
Perceptions Index. At the top of the ranking
are those highly developed countries, such
as the Nordic countries, New Zealand and
Singapore. Kazakhstan is ranked 102th out
of 180 countries. Arguably, the country has
improved over the last decade in the ranking
as seen by their steady rise in score (a higher
score indicates a “cleaner” public sector)
(see Chart 1 below). Amongst its neighbors,
China (at 66th) is the only one above
Kazakhstan with the rest all sitting towards
the bottom of the ranking (Russia at 136th;
Uzbekistan at 140th; Kyrgyzstan at 144th;
Tajikistan at 150th; and Turkmenistan at
169th).

2017 218 2019 2020 2021

Source: Transparency International

Chart 1 — Improvement of Kazakhstan’s Scores in the Corruption Perceptions Index

Tackling corruption is an important
theme in the country’s reforms, as
exemplified by the number of academic
studies about it. For example, according to
Bokayev and others (2022), based on a
survey of 12,010 Kazakhstanis, they
investigate  people’s assessment  of
corruption in Kazakhstan and their attitudes
toward government anticorruption policy.
They identified two problems in the country;
firstly, people may not readily understand
what amounts to corruption, and secondly
existing red tape in the government.
According to Kotchegura (2018), Kazakhstan
was among the first countries in the post-
soviet region to launch anti-corruption risk
laws and to develop the relevant expertise.
As early as 1998, the Kazakhstani Law No.
267 “On Countering Corruption” was
adopted.

The current version is the Kazakhstani
Law No. 410-1V of 2015. In 2020, President
Tokayev further introduced amendments to
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the Anti-Corruption Law, as well as the
relevant parts of the Criminal Code and Civil
Code which regulate the matter. Through
these amendments, there is now a blanket
prohibition of acceptance of any gifts or
benefits regardless of their value or nature,
when previously minor gifts of up to the value
of 10 times the monthly calculation index
(around US$70) are acceptable (Article 509
of the Civii Code). Furthermore, the
amendments extend the definition of “public
officials” such that more officials are now
covered by the anti-corruption law and also
their family members are covered (when
previously they were not). The penalties
have also been increased from a fine of up to
20 times the value of the bribe to now up to
30 times, and a prison term of up to three
years to now five years (Article 367 of the
Criminal Code). Last but not least, public
officials are now prohibited from opening and
maintaining bank accounts with foreign
banks operating outside of Kazakhstan. All
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these clearly demonstrate the government
efforts and commitments to control
corruption.

However, good laws alone are not
adequate if there is no credible threat of
enforcement. In Kazakhstan, the anti-
corruption laws are predominantly enforced
by the Anti-corruption Agency. According to
the annual reports of the Agency, on average
there are well over 1,000 cases of corruption
per year. Amongst 722 persons convicted in
the last reporting year of 2020, there were
144 high ranking officials. In that year, the
Agency recovered KZT 50.7 billion worth of
loss. All these may demonstrate the
enforcement capacity of the Agency.

The need to have a competent
enforcer should not be under-estimated.
Hong Kong’s Independent Commission
Against Corruption (ICAC) and Singapore’s
Corrupt Practices Investigation Bureau
(CPIB) are two of the most acclaimed anti-
corruption commissions in Asia, often seen
and studied as role models in combating
corruption. Incidentally, the two economies
are the most affluent in the region, to a large
extent, illustrating the importance of fighting
corruption.

In Hong Kong, the ICAC was set up in
1974 to tackle corruption, marking a
milestone in Hong Kong’s anti-corruption
history. Before its establishment, corruption
was rampant in the public sector. The
Prevention of Bribery Ordinance is the
primary anti-corruption legislation in Hong
Kong, regulating offences in both public and
private sectors. In Singapore, the CPIB,
which was established in 1952 by the British
colonial government, is one of the oldest anti-
corruption agencies in the world. The
Prevention of Corruption Act, enacted on 17
June 1960, is the primary anti-corruption law
in Singapore, which empowers the CPIB,
and governs and defines corruption and their
punishments. Despite having different
models of enforcement (Heilbrunn, 2004),
both cities have managed to control
corruption successfully. This success of both
city-states can be reflected by the fact that
both cities did well in the recent Corruption
Perception Index 2021. Singapore was
ranked fourth and Hong Kong at the 12th,
making them the best performers in Asia.
One notable feature common to the
enforcers in Singapore, Hong Kong and
Kazakhstan is, they are all directly under
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some of the most senior officials so as to
minimize interference.

Despite the general idea that
corruption is morally unacceptable and the
presence of empirical evidence showing the
economic cost of corruption, the OECD
(2013) highlighted a major puzzle, known as
the “Asian Paradox”, in the discussion of the
corruption-growth  nexus which is the
combination of rapid growth and high levels
of perceived corruption in many Asian
economies, notably China. But this can be
contrasted with the historical experience of
Singapore and Hong Kong. Both of them
introduced stringent anticorruption policies at
low levels of development, and then their
subsequent  economic  growth and
development has been spectacular.

Conclusion

As we can see above, reform efforts,
plans and initiatives have been consistently
made over the past decade. One notable
example is perhaps the “100 Concrete
Steps” which directly led to the establishment
of the AIFC. “100 Concrete Steps” are
expansive and constitute exactly 100 specific
actions. Owing to the limitation of time and
space, this article has been unable to
examine every single one of the 100 Steps.
Also, some of these are about agriculture
(Steps 35 & 36), transportation (Steps 66 &
67), health care (Steps 80, 81 & 82) and so
on, which fall too far beyond the expertise of
the author of this article. However, this article
still managed to form more focused analyses
on the development of the AIFC and efforts
to control corruption. It has been
demonstrated in this article that some actual
actions have been taken to achieve the two
steps/goals. The actions taken have been
comparable to the experience of other Asian
countries which are believed to be successful
in their respective area of reform.

There are different models of economic
growth: the Western model with emphasis on
a democratic government, low level of
corruption and rule of law; the Russian and
Chinese model of an authoritarian
government, perceivably higher level of
corruption and less robust legal system, but
with their own distinctive strengths, such as
abundant natural resources and labor
intensive production; a mix of both like
Singapore and Hong Kong, a flawed
democracy but with low level of corruption
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and a trusted legal system based on
common law. With the imminent
constitutional referendum potentially giving
all Kazakhstani citizens more say in politics
and public governance, as well as the two
specific areas examined in the article, it is fair
to say Kazakhstan is moving towards the
Singaporean and Hong Kong model, if not
the Western model. No matter what model
Kazakhstan ends up choosing, | personally
and honestly believe the growth potential of
the country is enormous, with its strategic
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growing and most influential countries in the
world. Around a decade ago people talked
about BRICS (Brazil, Russia, India, China,
and South Africa). Sooner or later, perhaps
one day, people may need to add back the
missing letter “K” so as to complete the whole
English word BRICKS (Brazil, Russia, India,
China, Kazakhstan, and South Africa).

The author is grateful for the generous
financial support from the ESRC Impact
Acceleration Account 2019: Leicester
(ES/T501967/1) to fund his recent research

and enviable location between two visit to Kazakhstan in 2022.

continents, sandwiched by two fastest
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