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1. Introduction

Comprehensive analysis of socio-economic development 

forecast for the Republic of Kazakhstan for 2019-2023 [1], the 

Ministry of National Economy Statistics Committee data [2] and the 

financial reports of the major players in the information and 

telecommunication market of Kazakhstan [3] do not allow us to 

expect any improvement in the industry in Kazakhstan without 

action from the government. 

The industry has been stagnant for more than 3 years, and first 

of all it concerns the telecommunication sector which represents 

more than 70% of it. The share of the industry in the total gross 

domestic product (GDP) of the country has a steady downward 

trend (see figure 1). 

Figure 1. The decline in the share of information and 

telecommunication industry in Kazakhstan’s GDP 

The average annual rate of outflow of investment in fixed 

assets of the industry amounted to 6% from 2012 to 2018. Only 

investment from the state budget which share in the investment 

structure does not exceed 2% and is of little importance shows a 

positive trend of 16.9%. 

Historically up to 90% of investments are accounted for by 

market participants own funds and their outflow indicates a low 

investment attractiveness of the industry. 

2. Analysis of factors that have a negative

impact on the development of the industry

The article does not consider the global factors such as 

slowdown in the world economy, the impact of sanctions against 

Russian Federation and others. It analyzes only the factors that, in 

my opinion, can be regulated by the government and the market 

participants in Kazakhstan. 

According to the State Revenue Committee of the Republic of 

Kazakhstan data for the period from 2012 to 2018 [4] the budget 

revenue from the information and telecommunication industry 

grows at an average annual rate of 6.0% while the income of the 

participants of the industry grows at 4.6%. Tax proceeds are not 

adjusted once the market situation changes and it leads to increase 

of tax burden on the industry. Here the government has to develop 

regulatory mechanisms and perhaps make one-time point solutions 

to eliminate the imbalance. 

Now let us consider the situation from the customer’s point of 

view. The information and telecommunication industry in 

Kazakhstan is almost completely focused on the domestic market, 

where the negative trend of social indicators still remains. The 

purchasing power of population is declining because the consumer 

prices increase faster than wages so there will not be a significant 

increase in ARPU. We also need to consider the outflow of fixed-

line subscribers and the saturation of mobile communications and 

pay-per-view TV markets, in other words we should not expect a 

noticeable growth in the overall number of subscribers in the 

medium term. The low rate of natural population growth (2% per 

year) and the high rate of emigration (65% per year) [2] confirm 

this conclusion. 

Since we know about the strategy and the new services of the 

telecommunication companies and other participants of the 

industry only from the open sources, in theory there may appear a 

new trend that would dramatically increase the income of the 

industry at minimum cost as was the case with explosive income 

growth in mobile network. The problem is that the investments in 

the new technologies development, expansion of the product list, 

etc. for the previous period have not paid off yet, while the 

emergence of new technologies and new solutions from the 

vendors, as well as the increasing demands on quality 

characteristics of the products and services already require new 

investments. 

3. Measures required for the recovery of the

industry

The information and telecommunication industry is 

strategically important for Kazakhstan and corresponds to its long-

term development interests. It is the basis for transition to the 

digital economy based on the introduction of digital technologies. 

The development of the industry will contribute to both long-term 

economic growth and economic diversification of Kazakhstan, and 

now it needs government support. 

For the last 10 years, in my opinion, there have been no 

government programs aimed directly at developing the industry, 

only the ones that affected it indirectly like Digital Kazakhstan and 

some others. Due to the development of 5G a direct government 

program would be very useful. It is also important to draw the 

attention to the industry’s payments. For the period 2012-2018 the 

average annual income growth rate of the industry amounted to 

4.5% while the growth rate of the payment for using long-distance 

fixed and mobile telephony reached 8.4% and the payment for 

using radio spectrum reached 5,2%. In general the indicators of the 

tax burden on the information and telecommunication industry in 

Kazakhstan are 2-3 times higher than the same indicators in such 

large countries as Russia and Canada. Since there are no 

government programs aimed at developing the industry, significant 

reduction or cancellation of payments for a long period could be 

the only real way to increase its investment attractiveness. 

In Kazakhstan the B2C segment demand lags behind the new 

technologies supply at the moment. First of all it affects the 

structure of income. The growth rates of income from B2B and 

B2G segments are already significantly higher than the growth rate 

of income from B2C segment. The ordinary subscribers do not 

actually use even the capability of 4G while the B2B customers 

already have a practical interest in 5G and the FG NET-2030 focus-
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group organized by the International Telecommunication Union is 

already working on 6G/NET-2030. 

Today global trends in the industry include 5G, artificial 

intelligence, blockchain, IoT, OTT Services, cybersecurity, 

augmented and virtual reality, biometrics, network virtualization, 

cloud computing and Big Data. The list goes on, but in my opinion 

there are 4 main areas where we should allocate the resources to 

obtain both quick and long-term results at the current level of 

development: 

1. 5G

2. IoT

3. Blockchain

4. Big data

All these 4 areas focus primarily on B2B and B2G market.

Obviously the most time-critical technology is 5G that is

expected to reach its peak of investment in the next 2 years. In 

order to prevent technology gap from other countries Kazakhstan 

should invest €0.5-1 billion in 5G in the next 5 years according to 

various estimates. The IHS Economics & IHS Technology forecast 

in their article [5] the global economic activity in 2035 after 5G 

implementation. According to it 5G deployments will positively 

affect virtually every industry sector. The estimated 5G enabled 

global output will reach $12.3 trillion and the enablement 

percentage by industry will range from 11.5% in the information 

and telecommunications sector to 2.3% in the hospitality sector. If 

we apply world scenario to Kazakhstan the expected 5G enabled 

output in its information and telecommunications sector may range 

from 0.4 to 1 trillion tenge. 

Implementation of 5G projects will enable to scale up the 

deployment of IoT projects and prepare the ground for its 

widespread use. According to PRNewswire's report [6] the 5G 

services market will grow to $123.27 billion by 2025. In the 

outlook the number of Internet connected devices in Kazakhstan 

will reach 100 million in 2025. Telecommunication companies 

have all the conditions to increase their revenue both from 

providing Internet access to IoT service providers and from their 

own projects of smart home, smart city and smart office. 

The predicted average annual growth of 17% in the world 

market for public cloud services should attract the investments in 

building of data centers. At the moment the main customers of data 

centers are banks and financial organizations. According to the 

statistics made by profit.kz website [7] presented in Figure 2, their 

share is 68%. 

Figure 2. Data centers income structure 

As we can see the potential of small and medium businesses 

has not been fully realized yet, while in the government sector there 

are conditions for growth. 

It is worth to note that Kazakhstan has competitive advantages 

in building of data centers, such as low electricity costs which 

account more than one half of total operational costs, relatively 

cold climate in some areas which is ideal to maintain optimal 

temperatures for the equipment, low prices for land and property 

leasing, modern data network and qualified specialists. On the 

downside, there is no support from the government. 

Implementation of the data centers projects will not only 

provide profit from their rent, but also pave the way to the markets 

of blockchain, big data and cloud services. 

The Statista website gives the average annual growth rate 

49.4% for big data stored and maintained in data centers, and it is 

expected that the big data market will reach $90 billion by 2025 

[8]. 

The average annual growth rate of investment in blockchain is 

forecast to increase to 64% before 2025 and it is expected that the 

blockchain market will reach $2.3 billion by 2021 [8]. 

Figure 3. Global blockchain market shares by economic 

sectors 

Figure 3 shows the distribution of blockchain between 

different economic sectors. In my opinion this is a prospective area 

that will allow Kazakhstan telecommunications market follow the 

world trends, get high incomes and attract investments. 

4. Conclusion

Since the industry has been stagnant for a long period and its 

participants lack resources, the list of priority areas should be either 

reduced or revised. The final result will depend on the form and the 

level of government support. For example in spite of the long and 

low payback from the projects financed by the telecommunication 

companies themselves under public-private partnership, the project 

to increase Internet access in rural areas is attractive enough 

because it is guaranteed by the government and has minimal risks. 
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