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Peculiarities of goods consumption in Kazakhstan amidst a crisis

Abstract.

Object: Consumer behavior in the Republic of Kazakhstan takes the spotlight of this article. While primarily fo-
cusing on a period between 2019 and 2022, to give a better idea of the context, the study also pulls data from a wider
time interval from 2011 to 2022. This research pays careful attention to inflation, real salaries, and total household con-
sumption.

Methods: The article offers various macroeconomic indicators. To level out bias in statistics caused by inflation,
we calculated a deflator. Another important aspect taken into question was inflation rate between 2020 and 2022 in the
context of various categories of goods.

Results: We have revealed a negative trend obstructing the growth of real GDP per capita, making it slower than
consumption, which is potentially problematic for the social debt burden and may bring about economic problems on a
national scale. This assumption is confirmed by the growth in bank lending. Conclusions: Our results provide valuable
insights into consumer behavior in the context of rising inflation and salary changes in Kazakhstan. These findings
might prove useful for the entire business community, government agencies, and researchers. Our research can also be
used for developing marketing strategies and managerial decision-making.
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Introduction

Current global economic environment requires businesses engaging in business-to-consumer (B2C)
markets to have an unambiguous understanding of consumer behavior. A clear picture of consumer prefer-
ences is of paramount importance for making decisions on product line launches, production control, and
social media promotion campaigns. In addition, businesses are forced to closely monitor consumer prefer-
ences to quickly respond should they change under the effect of internal and external environmental factors.
Driven by technologic advance and changes in community values, the relationship between consumers and
producers has only intensified moving forward.

A key transformation in consumer habits can be traced back to the COVID-19 pandemic and the geopo-
litical unrest caused by the conflict between Russia and Ukraine. These events, unprecedented in scope and
impact, introduced significant challenges for both consumers and producers alike. As a result, consumption
patterns have evolved, with factors such as restricted mobility, heightened health awareness, and financial
uncertainty playing a significant role.

There is no doubt the ‘COVID reality’ significantly affected consumer lifestyles and working patterns,
and restricted their freedom of movement. Health-related concerns have taken center stage. Additionally,
economic sanctions against Russia show ripple effects on Kazakhstan, altering consumption patterns and
creating new behavioral tendencies. Sanctions have also disrupted traditional economic relationships and
supply chains, directly affecting well-being of a whole multitude of Kazakh enterprises.

The objective of this research is to ascertain shifts in consumer conduct in Kazakhstan subsequent to the
pandemic against a backdrop of political and economic instability. To accomplish this, we used statistical
and econometric methodologies, and various modeling techniques. Additionally, we have thoroughly exam-
ined literature pertaining to this subject.

The hypothesis is that pandemic and political instability have resulted in alterations to consumer behav-
ior in the Republic of Kazakhstan.

The following seven benchmarks have formed the research:

— Making a final decision on the subject of the study and its concerns,
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— Reviewing the existing body of research on the matter,

— Finalizing the research hypothesis,

— Defining the procedure and methodology for the research,
— Acquisition and thorough reviewing of initial data,

— Articulating research findings, and

— Articulating our concluding observations.

Literature Review

It is safe to say that academic community has always been fascinated by consumer behavior. Most
commonly, individuals, groups, and their attitude towards purchasing, using, and disposing of goods and ser-
vices has been found strongly connected to their incomes. Not only consumer expenses and confidence are
conditioned by income as credit resources and foster savings are dictated by it just as well. (Belyaevsky,
2013).

(Parsons, 2017) believes that individuals, groups, and their emotional, psychological, and behavioral re-
sponses form consumer behavior as we know it. This opinion is upheld by behavioral economics supporters.

On the other hand, sales strongly depend on consumer behavior too. A whole multitude of rational ex-
ternal and internal factors affect companies, including the following:

— Changes in legislation (across different sectors of economy),

— Executive power’s actions, and

— Country’s economic environment changes.

Companies have no control over these rational factors and are forced to find ways to adapt to them.

And even so, companies have control over some elements of rational internal factors.

— Store locations.

Although relocation may not be a viable option for store owners, we still can recognize this factor as
tending to be affected.

— Product range.

However, most sectors cannot enjoy increase in trade turnover via expansion of the product range. The
reason for that is virtually identical product range offered by competing retailers.

— Pricing strategy.

While dropping prices below average can and will attract additional customers, it cannot guarantee any
significant profits.

— Promotions and special offers.

The vast majority of retailers offer these because they can actually improve sales. (Davidenko, 2015)

Consumer behavior changes drastically during an economic crisis when prices go up and purchasing
power drops dramatically. Changes concern both consumer behavior and expectations and have certain fea-
tures pertaining to them. (Apatova, 2014)

The American Psychological Association (Pappas, 2020) has found that, regardless of income, crisis af-
fects individuals in the same manner, e.g., they resort to saving and a stricter budgeting instead. Individuals
take a more rational approach which also means way less unpremeditated buying. Overall expenses plummet
which is inevitable in a situation where consumer is simply forced to work less funds. In addition to this, any
kind of trend in retail consumption will always outpace income. Said income declines slower because of re-
tail consumption going down faster with an increase in a proportion of necessary costs, including rent, hous-
ing maintenance, medicine, etc. A decline in retail purchases primarily affects essential consumer goods.
Furthermore, non-food cost reductions are usually larger than food cost ones.

As the article by Pak (2022) reveals, the pandemic has forced people to rethink their attitude towards
themselves and their own spending. This is also true for half of the respondents surveyed by Accenture re-
searchers in Global Consumer Pulse Research Survey as of January 2021. Only 17 % of respondents claimed
their buying behavior has not changed. Changes in consumer behavior are relevant for most B2C industries,
from energy and automotive to retail, retail banking, light industry, and tourism.

As per a study by Forbes (Zhansultanov, 2022), Kazakhstan’s economy is intricately linked with Rus-
sia. Any internal or external disturbances in the Russian economy, including international sanctions, directly
affect our country. Sanctions imposed on the Russian Federation have revealed our latent vulnerabilities
dormant up until now. Knowing how crucial imports are, a sharp spike of inflation could constitute a serious
menace to our country. It is important to understand that at least 40 % of all domestic imports and over 80 %
of goods of prime necessity are coming from Russia.
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Methods

The COVID-19 pandemic hit the world in 2020 and immediately introduced radical changes, e.g., so-
cial distancing, displacement constraint, and distant work mode, to not just everyone’s daily life, but also
consumer behavior. We were forced to reappraise our values, take our health issues more seriously, choose a
stricter approach to our budgets, and adapt to a new state of uncertainty. All of this resulted in new consumer
behavior patterns. (Karpunina, 2022; Gukasyan, 2022)

These new patterns serve as guidelines for adjusting production and creating new promotion strategies.
(Gukasyan, 2022). The study seeks to compare Kazakhstan’s consumption model prior to and during the
pandemic identifying new behavioral trends and informing enterprise transformations.

Additionally, the study analyzes income differences among Kazakhstan’s citizens between 2019 and
2023, uses various methods, such as theoretical analysis, synthesis, systematization, economic analysis, log-
ic, and a systematic approach.

Offsetting inflation’s impact required the following:

1) Accessing the World Bank database for data on GDP per capita and household consumption in con-
stant prices, and

2) Collection of inflation data to calculate the average salary and individual bank loans (consumer price
index according to the World Bank, consumer price index according to the Bureau of National Statistics,
GDP deflator according to the World Bank). Based on these indices, three-time series of real salaries have
been calculated. The study uses average values of these series.

The model mentioned in the study has been built with MS Excel. The quality of the model has been
evaluated using the Fisher and Student criteria, correlation and determination coefficients. The average ap-
proximation error has also been calculated. The model has successfully passed all checks.

Results

Consumer behavior is affected by a multitude of factors, of which salaries appear as the most pivotal
one. Figure 1 below is a clear statement of an average nominal salary hike by 3.4 or 11.8 % of annual growth
that happened from 2011-2022. That is also when real salaries skyrocketed by 39 % making 3 % of annual
growth.
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Figure 1. Dynamics of Real and Nominal Wages
Note: Compiled using the Bureau of National Statistics ASPnR and World Bank data

Figure 2 shows the dynamics of real wage growth calculated with the chain method. The high growth in

real wages in 2019—2022 can be explained by post-crisis growth. We feel important to note that despite the
various crises of 2020—2022, real wages have shown the greatest growth in these years.
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Figure 2. Dynamics of Real Wages, Chain Method
Note: Compiled using the Bureau of National Statistics ASPnR and World Bank data

Figure 3 shows that in the period between 2020 and 2022, the highest inflation in all categories of goods
happens in 2022. Food products are subject to the greatest rise in price.
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Figure 3. Price Index for Various Categories of goods in 2020—2022
Note: Compiled using the Bureau of National Statistics ASPnR and World Bank data
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Figure 4. Comparison of GDP per Capita Dynamics and Household Consumer Expenditure
Note: Compiled using the Bureau of National Statistics ASPnR and World Bank data
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Figure 4 shows a comparison of the dynamics of household expenditures (excluding the purchase of re-
al estate) with the growth of GDP per capita in constant prices. With the help of this figure, it is possible to
detect a trend that the growth rate of consumption exceeds the growth rate of GDP per capita. We assume the
existence of a trend that Kazakhstan citizens spend more than they can afford. This is a dangerous one, pos-
ing a threat to the savings of citizens while the debt is growing. In turn, this can lead to a decline in quality of
life and economy stagnation.
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Figure 5. Dynamics of Changes in the Volume of Household Bank Loans Adjusted for Inflation in Comparison with
Household Expenditures on Final Consumption
Note: Compiled using the Bureau of National Statistics ASPnR and World Bank data

Figure 5 shows an increase in household bank loans. Over the period between 2018 and 2022, bank
loans, adjusted for inflation, increased by 1.7 times, which, in nominal terms, makes the growth of over 2.6
times.

We assume that bank loans are causing the increase in consumption.
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Figure 6. Household Consumption Models Based on Time Series
Note: Compiled using the Bureau of National Statistics ASPnR and World Bank data

The image above shows model prediction of consumption volumes in 2020 and 2021 larger than the ac-
tual ones, to a difference of 577 billion tenge. We assume that this amount can be called deferred demand to
be realized some time down the road.
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Among other things, economic sanctions imposed by the Western countries on the Russain Federation
and its retaliation caused additional inflationary pressures, reduced buying capacities and livin standards in
our country. Compared to a healthy average annual inflation rate of 4-6 %, in July of 2022, prices skyrocket-
ed 15 % on an annual basis.

Obviously, food being the most essential type of products, made the majority of that surge showing a
yearly increase of 19.7 %. In the same period, the rest of products gained a smaller momentum of 14.2 %.
Services take the third place with 9.2 %.

Pressures, however, did not stop there. Russia shocked our local market with an impromptu embargo
causing yet another price surge. In an attempt to keep a lid on their own prices, Russian authorities were
forced to restrict exports of a number of essential foods. These restrictions affected not only Kazakhstan but
all other EAEU countries as well.

Inflation rates are not the only issue we are forced to deal with. Another setback in a relationship be-
tween our countries is a transit of our fossil fuels through Russia whose infrastructure is handling at least
90 % of our oil. The leading node on 80 % of our oil's route is the CPS (Caspian Pipeline Consortium) that
pushes 70 % of our product further into Europe totaling at 6 % of European Union's whole oil imports. Earli-
er this year, CPC was forced to bottleneck pipelines three times stating different reasons. This caused serious
damage to Kazakhstan's economy because more than half of our country's exports is oil and revenues from it
make up at least 30 % of the whole state budget. (Federal’naya sluzhba gosudarstvennoj statistiki RF, 2021)

Discussions

The obtained results demonstrate several important trends and conclusions significant for both the sci-
entific community and economics and marketing practitioners.

Firstly, the average nominal wage has been found to go up 3.4 times from 2011 to 2022, which makes
11.8 % of an annual growth. However, real wages increased only by 39 % over the same period equivalent to
3 % of an annual growth. This indicates that inflation significantly erodes the growth of nominal incomes.
This is confirmed by inflation’s high levels, especially in 2022.

Secondly, the analysis of the dynamics of household consumer spending and GDP per capita growth re-
vealed that the growth rate of consumption exceeds the growth rate of GDP per capita. This suggests that
Kazakhstan’s citizens spend more than they can afford to, leading to a decline in savings and an increase in
debt burden. In the long term, this could result in a decline in quality of life and stagnation of economy.

These findings are significant for further research and development of economic policies. They high-
light necessity of closely monitoring inflationary processes and regulating consumer lending to prevent eco-
nomic overheating and financial instability.

This study’s scientific novelty lies in the use of data over a wide time interval (from 2011 to 2022) and
the application of various econometric models to analyze the impact of inflation on real incomes and con-
sumer behavior. Unlike previous studies that would focus on narrower time frames or specific aspects of
economic behavior, this research provides a full understanding of changes in consumer habits and their mac-
roeconomic consequences.

Having compared the results of this study with the works of other authors, such as Karpunina (2021)
and Zhansultanov (2022), we can confirm the identified trends but also highlight our country’s unique eco-
nomic and social conditions, making this research particularly valuable for the regional context.

Conclusion

In summary, we can highlight the following trends which formed consumer behavior during crisis:

— A breakthrough achieved in perception of social and economic processes,

— Residents of our country enjoyed a considerable growth in incomes,

— Anticipation of inflation growth surging against plummeting gasoline prices and coincidental prepara-
tion to living an unknown amount of time in a lockdown,

— A sub-zero consumer confidence and expecting adverse changes to welfare and income (Ovcharovoj,
2022),

— A boosted food’s proportion in the overall consumption,

— Skyrocketing use of direct-to-home food delivery sevices,

— Opting to online shopping, predominantly in FMCG (Fast-Moving Consumer Goods) sector,

— A massive surge in popularity of banking settlements as opposed to cash payments,

— A growth of bank loan volumes, and

— An unresolved demand to be satisfied in times to come.
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These trends in consumer behavior will affect the character of businesses’ production activities. Manu-
facturers are forced to keep a close watch on market changes, to further extend their product ranges, and to
diversify their price settings in response to increased food's proportion in overall consumption.

Authors have assessed the effect pandemic had on consumer behavior and revealed its new trends. This
study has revealed the fact that over the two-year period after pandemic’s beginning Kazakhstan’s citizens
started cutting down on products and services apprehending uncertainty, and resorting to saving cash money
instead. All things considered, pandemic's repercussions regarding consumer behavior are clear.

Perception of social and economic processes, expectations of inflation rate's escalation causing the
growth of food's proportion in overall consumption, online market's surge, increased popularity of home de-
livery services, and massive opting to banking settlements take a spotlight in this article. The ways produc-
tion activities in Kazakhstan will be affected by these new consumer behavior trends have been given justi-
fied. The paper contributes to the literature on changes in consumer behavior in the face of a global financial
and economic crisis (e.g., Eger et al., 2021) by providing an example of an emerging market that the Repub-
lic of Kazakhstan currently is. It also goes further beyond the COVID-19 pandemic and discusses potential
shifts in consumer behavior as a result of the Russia-Ukraine conflict.
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Oco0ennoctu noTpedaenust ToBapoB HacejeHueM Ka3zaxcrana B ycji0BUsIX Kpu3uca

AnHomayusn

Llenv: HacTosimee vccieoBanne CTaBUT Nepet co0oi 1eIb U3ydHuTh MOTPEeOUTENbCKOe MoBeeH!H B PecyOmnuke
Kazaxcran B nepuoa ¢ 2019 no 2022 roasl, 0JJHaKO IJIsl IOHUMAaHHsI KOHTEKCTa ObUIM MCIOJIb30BaHbI JaHHbIE 3a Oojee
mmpokuid BpeMeHHo# uHTepBai ¢ 2011 mo 2022 rox. B ucciegoBaHiy npucTaibHOE BHUMaHUE YACTSICTCS HHOIISAINY,
peasbHBIM 3apabOTHBIM TUIATaM M CYMMapHOMY HOTpPEOIeH!s JOMOXO03SIHCTBaMHU.

Memoowi: B craThe IpUBENCHBI Pa3IMYHBIE MAKPOAIKOHOMIYECKHE Moka3aTeny. C 1enbio HUBEINPOBAHUS
NCKa)KeHU B CTaTHCTHKE, BBI3BAaHHBIX MHpIsIINEH, Obl paccuutan nedisrop. Taxke MpoaHaIM3UPOBaH YPOBEHb
uHOIIIIMY 3a nepuon ¢ 2020 o 2022 roj B pa3pese pa3IuIHBIX KaTEropuii TOBapOB.

Pezynvmamer: boun BbISIBIEH HETATUBHBIA TPEH[, COINIACHO KOTopoMy peanbHbid BBII Ha nymy Hacenenus
pacTeT MeUIeHHEH, UeM MOoTpebIeHre, YTO MOXKET BBI3BATh IMPOOJIEMBI C JOJITOBOM HArpy3Koi HacesleHus, a B
JaJIbHEHIIIeM MPUBECTH K SKOHOMHUYECKUM NpobiieMaM B cTpaHe. W TaHHOE MpeanoaoKeHne MOATBEPIKIaeTC POCTOM
00BeMOB GaHKOBCKOT'O KPETUTOBAHHUS.

Buigoow: TlomyueHHbIE pe3yIbTaThl IPEAOCTABISAIOT LIEHHBIE IO3HAHNS B BOTIPOCH OTPEOUTEIHCKOTO MTOBEICHU
B YCJIOBHSIX pocTa MHQIISAIMN ¥ U3MEHEeHNs 3apaboTHbIX mat B Kasaxcrane. DTH BBIBO/IBI MOTYT OBITh TOJIE3HBI IS
Ou3Hec-coo0IIecTBa, TOCYJAPCTBEHHBIX OPraHoOB U HccieqoBareneil. McenenoBanue Takxe MOKET OBITh OJE3HBIM I
pa3paboTKu cTpaTernii MApKETHHTa, a TAKXKe MIPU IIPUHATHN YIPaBICHYECKUX PEIICHHH.

KuaroueBble cJI0Ba: kpusuc, notpebienue, MHQIALKUS, TaHIEMHs, SKOHOMHYECKas HECTAOUILHOCTD,
MOKYTaTeIbCKOE TIOBEICHNUE, 3apaboTHAs 1IiaTa
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Peculiarities of Goods Consumption...

Anoamna:

Makcamor: Ocbl 3eprrey 2019-2022 xpuimap apaibIFBIHIAFB Ke3eHIe Kaszakcran PecnyOimukachiHIarbl
TYTBIHYIIBUIBIK MiHE3-KYJIBIKTHI 3epAeiey MaKCaTbH Ke3[eWal, analiia KOHTEKCTTi Tyciny ymiH 2011-2022 xbuinap
apaibIFbIHIAFbl HEFYPJIBIM KEH YaKbIT apajbIFbIHIAFBl JIEpeKTep NaladaHbULIbl. 3epTTey HHQIALUSIFA, HaKThI
JKaJaKbIFa XKoHE YH IapyalbUIbIKTapbIHBIH KaJIIbl TYTHIHYbIHA Ha3ap ayaapassl.

Odici: Makanmana oOpTYpili MaKpOSKOHOMHKAJBIK KepCeTKimTep KenripinreH. WHQIIOUADAH TyBIHOaFaH
CTaTHCTHKAIAFbl OypManaHyJIapasl Ko yImiH nedustop ecenrtengi. Conpaii-ak, 2020 xpurnan 2022 xputra IeiiHri
Ke3eHIeri MH(IAIHS eHr el TayapiIapAablH SPTYPIIi caHATTaphl TYPFRICBIHAH TaJIJaHIbL.

Kopvimeinowi: Tepic ypaic aHBIKTaNObI, OFAaH ColKec kaH OacblHa IIakKaHAarsl HakTHl JKIO TyTeiHYymaH Oasy
ecyne, Oyl XanbIKTBIH OOpBIITHIK KYKTEMECIiMEH IMpoOiieManap TYABIPYBl MYMKIH, ajn Ooiamrakra engeri
HKOHOMHUKAJIBIK TIpobieManapra akellyi MyMKiH. Byi1 6oinkaM O0aHKTIK Hecuelney KeJIeMiHiH ©CyiMeH pacTaiaibl.

Tyorcoipimoama. AnbiHFaH HoTIOKenep Kasakcranna HHOISIUSIHBIH ©CYyi )KoHE JKalaKbIHbIH €3repyl jkaraaibiHaa
TYTBIHYIIBUIBIK MIHE3-KYJIBIK Macelesiepine KyHAbl OimiM Oepeni. bynm TyxwlpbiMaap OH3HEC KaybIMIACTBHIFBIHA,
MEMJIEKETTIK OpraHiapra jKoHe 3epTTeylIijiepre maiaaiabl 00Jybl MYMKiH. 3e€pTTey MapKeTHHITIK CTpaTerusuiapabl
a3ipneyze, CoHaai-aK Oackapy memimMaepid Kaoblimay/a maiaansl 00Iybl MyMKIH.

Kinmco3zoep: narnapeic, TyTbiHy, MHQIALMS, NaHAEMHs, SKOHOMHKAJIBIK TYPAKCBHI3ABIK, CAThIl aly TIPTiOi,
KaJakKpl
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