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INTRODUCTION

The diploma work provides the analysis of trends and models of household
consumption behaviour in different regions of the Republic of Kazakhstan in a period
of 2011-2017 years.

The relevance of this work is due to the fact that consumption is one of the
fundamental concepts in economics and is extremely important because it helps
determine the growth and success of the economy. Households are institutional agents
and react on market state of financial processes through changes in income from selling
and acquiring assets, that is volume of consumption and savings. Today individuals
represented by the citizens of Kazakhstan are considered as households. Data on
patterns of income and consumption can serve as a source information about
boundaries in development of households and specific groups of population from the
perspective of improving their level of economic activity. The analysis of income
indicator and its use provides insight into consumption possibilities of Kazakhstan
households and predicts most likely changes in standard of living. Moreover,
household sector becomes more powerful participant in important market decision-
making processes.

Households have different composition, location, income and other
arrangements, which definitely influence their consumption behaviour.

The goal of the research is to reveal the consumption patterns in the Republic of
Kazakhstan. We are interested in the effect of income growth on the households’
propensity to consume. If the person of specific area group experiences higher income
growth one could expect his consumption level be higher. The difference in income
growth between areas has a measurable economic effect and influences the
consumption behavior. Moreover, location in specific area determines the household’s
composition due to specific institutional features of a society and of long lasting
cultural norms, reflecting differences in tendency of having bigger families or birth
rate. The hypothesis of the work is that households located in urban area and having
more members tend to consume higher level of goods and services than those in rural
area or consisting of less members.

The object of research is consumption of non-food goods in the Republic of
Kazakhstan in 2011-2017.

The subjects of research are households of the Republic of Kazakhstan located
in different regions and areas.



1 CONSUMPTION CONCEPTS
1.1 Inputs and outputs of consumption

The household as a system for production and consumption is shown in Figure
1. In this model, consumption is viewed as a stage in a process that begins with the
acquisition of inputs to household production - goods and services and various raw
materials purchased or rented from market sources or provided by the community, real
property and durables owned by the household, and the time, skills, and knowledge of
household members. These inputs are used primarily to produce commodities for
consumption in the household: food that is prepared and ready to eat, the bed ready to
sleep in, the clean, comfortable house that shelters household members. These inputs
may also be used to produce inputs for future household production: tools, stocks of
durable and nondurable goods, and other forms of wealth. In some case goods and
services are produced for sale or barter to individuals outside the household.

Owned inputs
acquired or produced

by household previously:
real property, tools,
other durables, raw materials|
I

Product lon > Cosmodities h Consumpt lon

Rented, leased, or
Jeommunity-provided inputs
Real property, tools,
other duzables, services,
Infra-structure

Household
well-being

for the future

Market goods & services,
tav materials, durables

Labor, knowledge,
¢ management skills
of household menbers

Goods and services Consumpt Lon
for glft, sale, or residues
barter

Figure 1. Model of household production and consumption.

Two kinds of output result from the consumption of household commodities: (1)
satisfaction and feelings of well-being experienced by members of the household and
(2) productive resources - paid and unpaid labour used in other sectors of society,
participation in public decision making and other essential functions of the larger
society, and children, who will provide both labour and leadership in the future.
Consumption is not merely a means of obtaining satisfaction; it is also a means of
developing human resources for use in other sectors of society.

Consumption is the use of commodities by households. It is a three-stage
process, encompassing acquisition of goods and services from all sources, their use to
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maintain household well-being, and the disposal of consumption residues. Although,
purchase of goods and services has received and continues to receive by far the most
attention, many goods and services are actually obtained from non market sources.
Such items include the use of parks and other recreational areas, streets and highways,
subsidised transportation systems, fire and police protection, public education and
educational services, and free or subsidised health care. Disposal of consumption
residue is another neglected aspect of consumption that is being forcefully brought to
our attention by growing problems of solid waste disposal and environmental
deterioration.

1.2 Consumption patterns and Standard of living

Davis (1945) proposed a useful distinction between consumption and living.
Consumption is the use of goods and services - food, clothing, child care and so on -
by households. Living, according to Davis, includes consumption but also community
services, working conditions, freedoms of various sorts, something Davis calls
“atmosphere”, and other intangibles that contribute to the household’s well-being.
Davis also differentiated between level of living or consumption (the collection of
goods and services and other elements that is actually used or experienced by the
household) and standard (that which is regarded as a goal and earnestly strived for).
Higher levels of consumption or living yield higher levels of satisfaction or well-being.

Consumption pattern is the way elements of consumption are combined to form
level of consumption as a whole. According to Kyrk (1933), there are three ways of
describing level of consumption: by the kinds and amounts of goods and services
consumed in the household (how many pounds of butter, pairs of shoes, and so forth);
by the way these commodities are organised to use (the tendency for products to be
chosen in clusters, with choice of one product leading to choice of others of the same
style, and the activities and rituals associated with product use); and by the values that
underlie the choices of a household. Kyrk believed that to understand consumption
fully, one should examine all of these aspect (pp.377-379).

Kyrk believed that elements of consumption are incorporated into the standard
of living because of specific consumption values. According to her, a household’s
needs and wants are the basis from which consumption values - which include survival
value, prestige value, and group-created value - arise. They are related to needs for
physiological requirements, needs for social prestige, distinction and recognition; and
religious interests. According to Kyrk, most irrational consumption patters are fostered
by prestige venues, by which expenditure is incorporated into standards of living as
symbols of a certain social class.

Cochrane and Bell (1956) viewed wants as a fundamental factor influencing
consumer choice. According to them, the consumption process has two stages. First,
the consumer decides which want is to be satisfied and to what degree; then he or she
decides which combination of goods and services will be acquired to satisty the pattern
of wants already determined. Cochrane and Bell considered consumption-related
human wants to include physiological requirements and social-made wants.
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Physiological requirements refer to wants for food, the protection provided by shelter
and clothing, family and social activities. Social-made wants refer to the wants
resulting from group and social activities. They classified social-made wants according
to their source of motivation: custom-made wants, derived from custom; conspicuous
consumption wants, which stem from the desire for display; fashion-made wants, for
conforming to the prevailing style in consumption; imitative wants, for copying
neighbours and others; and producer-made wants, created by advertising and by
technological development. Cochrane and Bell argue that social-made wants are
limitless and hence have a great impact on consumers’ decision.

1.3 Consumption categories based on human needs and wants

Conventional categories of goods and services include food, housing, clothing,
education, health and recreation. These categories, however, have limited power to
provide an appropriate explanation of why households consume such items. They do
not have a clear and unambiguous relationship to the underlying needs and wants. To
take food as an example, people are usually considered to consume food to satisfy basic
needs, such as physiological requirement, but this does not hold true for all
subcategories of food.

Several attempts have been made to categorise goods and services based on the
source and intensities of needs and wants of households. A common way of
categorising goods and services is to classify them as necessities, usually thought of as
goods that one ought to have, and luxuries, defined variously as those goods that bring
about a desirable state of affairs, those one ought not to possess, or those that do not
increase productive efficiency (Kyrk, 1933).

Hawtrey (1925) identified two classes of objects of consumption: “defensive
products,” intended to prevent or alleviate physical discomfort, and “creative
products”, which supply some positive gratification or satisfaction. Hawtrey regarded
each class of product as meeting a need: in the case of the defensive product the need
arises from the distress caused or threatened by some physical condition... In the case
of the creative product, on the other hand, the need can only arise from a knowledge of
the possibility of the product. (pp.189-190)

The distinction between pleasure and comfort was discussed also by Scitovsky
(1976, pp. 59-63). Comfort, according to Scitovsky, includes such gratifications as
belonging, being useful, and sticking to our habits. It hinges on our level of arousal
being at or close to its optimum. Pleasure accompanies changes in the level of arousal
toward the optimum. When we are comfortable, we do not experience pleasure.
Pleasure occurs when our needs for physical and mental stimulation are satisfied.

Hoyt (1938) analysed standard of living in terms of three types of consumption
elements: physiological, conventional, and personal and individual elements.
Physiological elements include proper food, clothing, and other things that enhance
physical health and vitality. Conventional elements include consumption items that
satisfy needs for social approval. Hoyt believed that the relative amounts of satisfaction
received from social approval may differ among people, as does the kind of
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consumption items belonging to conventional elements. Personal and individual

elements include consumption items one chooses because one likes them.

Hoyt (1938) examined the relative importance of the three types of elements
using actual data. She conducted an experimental study, giving each member of a group
of a group of 100 students a sum of money to cover total expenditures for one college
year. Each of the students was asked to record dollar expenditures for main
consumption categories (food, room, clothing, etc.) and estimate the importance of
different elements in dollar terms. In a typical student estimate, nearly half of the total
expenditure was attributed to conventional, one-third to physiological, and the one-
sixth to personal elements. Among health expenditures, physiological elements were
considered to be most important. Conventional elements were most important in
expenditures on barber and beauty shop services, clothing, recreation, and church and
charity. Personal elements were most important for expenditures on candy, beverages,
books, and reading. Hoyt concluded that the students differed with respect to which
needs were of greater importance in determining a given expenditure.

In a later analysis, Hoyt categorised consumption items in terms of their
influence on total welfare of a household. She classified them as prospective,
expansive, and destructive elements. Protective elements give security to the current
level of welfare of a household, while expansive elements raise and destructive
elements lower the household’s level of living. Protective elements satisfy individual
and conventional needs and include physical necessities, social necessities, and
compensatory elements. Compensatory elements are the consumption items a
consumer chooses in the place of unmet needs; for example, a need for a conventional
standard of housing could be compensated for by a better car or clothes when the
consumer could not obtain the desired housing. Expansive elements serve to raise the
standard or level of living. They include education, travel, some kinds of recreation,
and religion. Destructive elements, which include recreational drugs and alcoholic
beverages, tend to lower the standard or level of living. When compensatory elements
are carried too far and displace protective or expansive elements (as when interest in
car or clothing becomes obsessive) or lead to health problems (as when eating to reward
oneself becomes overeating), they also become destructive.

Roberts and Dant (1988) attempted to categorise expenditure items so that a
household’s budget allocation among categories would reflect its consumption needs.
They defined five categories of expenditure:

1. Rent, including taxes and some obligatory payments.

2. Subsistence funds: Expenditures spent to satisfy minimal needs for survival.

3. Replacement funds: Expenditures in contemporary cultural necessities. For
example, personal computers.

4. Ceremonial funds: Expenditures for the purpose of maintaining and cultivating
social relationships, for example, expenditures on family parties, vacations,
participation in sporting, religious and cultural events.

5. Personal funds: Expenditures devoted to self and that serve personal goals.
Roberts and Dant pointed out that replacement, ceremonial, and personal funds are

relatively more important for modern consumers than are rent and subsistence funds.
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They argued that the rapid development of technology and cultural change make some
products unavailable, while other products become essentials in everyday life and
thereby stimulate need for replacement and ceremonial funds.

1.4 Constraints on consumption

The basic model for studying consumption choices can be summarised as
follows: choice is influenced by two types of determinants: the resources commanded
by the household, which enable it to acquire commodities for consumption, and the
factors that affect or make up the household’s tastes, preferences, and needs for
consumption commodities. The environment within which choice occurs may affect
both household resources and tastes and preferences. Consumption results in well-
being, which, in turn, affects the pool of resources.

Constraints on consumption include the price or cost of goods and services, the
amount of resources (especially money income, wealth, and the household’s own
labour) available to the household for use in acquiring household commodities, and
characteristics of the environment or choice situation.

Resources are generally categorised as human and nonhuman resources. Non-
human resources include income, that is, the flow of resources received by the
household during a given time period, and wealth, the stock of accumulated resources
that might be drawn upon.

- Human Resources

Human resources consist of the labour available to the household that can be
used to earn income through paid employment or be used in household production.
Productivity of human resources in either use depends partly on the innate endowment
of the individual; partly on acquired knowledge, skills, and managerial ability; partly
on motivation; and partly on the tools and other nonhuman resources used by the
labourer. Quality of human resources is influenced by the kind and quality of
consumption. For example, research indicates that the physical and intellectual
capacity of adults may be influenced by their nutritional status in infancy and even by
the nutritional status of their mothers during and prior to the pregnancy (e.g., Rhodes,
1979).

- Income

It is useful to differentiate between money income and real income. Money
income is money received from earnings, interest or dividends, rent, pensions, or other
sources. Real income is the flow of goods and services consumed (or available for
consumption) by the household. Although the underlying concept of real income is an
actual flow of goods and services, it is in practice measured by the purchasing power
of money income.

Household consumption choices are influenced not only by the amount of
income available to it but by the other characteristics of income as well. The regularity
and certainty of income may affect the proportion of income used for current
consumption. Expectations regarding future income may also affect the savings rate
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and willingness to use credit to pay for current consumption. Source of income and
number of earners may affect decisions about income use.
- Wealth

Wealth and consumer credit provide means of acquiring commodities without
the use of income. Wealth includes financial assets, which might be liquidated and used
for consumption. It also includes durable goods, which provide services to the
household. Dwellings, furnishing and equipment, and automobiles are the durables
most commonly owned. The use of wealth and consumer credit for current
consumption affects future consumption, since financial assets can be used up, durables
deteriorate, and debts must be repaid out of future income. On the other hand, saving
out of current income can be used up to build up wealth and increase total lifetime
consumption.

- Price

Resources influence consumption in combination with price - the quantity of a
resource needed to acquire a unit of commodity. Although we are most familiar with
money price, we should also recognise that time is another resource needed for
consumption of commodities. In some cases, we need to take account of the time, as
well as the money cost, of consumption.

- Other constraints

Availability of market goods and services is an environmental constraint on
consumption choices; households cannot purchase products that are not offered for
sale. Availability depends in part on the state of technology, which determines the
kinds and characteristics of goods produced, and on the distribution system, which
makes items accessible to potential consumers. Consumer knowledge of the
availability of goods and services, their price, and their quality is also a constraint.

- Household well-being

Well-being is an outcome of consumption. It is the state of health, comfort, or
happiness that results from (among other things) the consumption of goods and
services. Individuals and households have numerous needs and desires, many of which
require consumption of goods and services to satisfy. Some of those needs are essential
for maintaining life, some are based on culturally determined prescriptions of how to
live, and some are rooted in individual tastes and preferences. All yield satisfaction to
the individual when they are satisfied.

Given this close association between consumption and well-being, it is
reasonable to assume that measures of consumption are good indicators of well-being,
and they are generally accepted as such. Access to goods and services (as opposed to
the actual acquisition or possession of them) is also used as an indicator of well-being.

Although the actual relationship between consumption and well-being is
difficult, perhaps impossible, to measure directly with any degree of accuracy, several
theories have evolved concerning the nature of that relationship. The simplest theory
is that more is better, and hence the more that is consumed, the higher is the level of
well-being. This theory, widely used in both researches designed to aid policymakers
and by consumers themselves, is a useful simplification, although it has many well-
known exceptions.
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2 DESCRIPTIVE STATISTICS OF THE SURVEY
2.1 The growth of monetary expenditures

Constraint on money income is central in this work. Real income is the flow of
goods and services consumed (or available for consumption) by the household. During
the observed period from 2011 to 2017 the indicator of population income growth rose
by 57,5%: in 2012 — by 11,4%, in 2013 — by 7,3%, in 2014 — by 7,2%, in 2015 — by
5,1%,1n 2016 — by 8%, in 2017 — by 8,3% from a previous year. A slowdown in income
growth from 2012 to 2015 can be explained by rising inflation rate (inflation rate in
2013 —4,8%, 2014 - 7,4%, 2015 — 13,6% 2016 — 8,5%, 2017 — 7,3%)).

The most significant increase of population income used for consumption from
2011 to 2017 was in the East Kazakhstan region - by 100,9%; in the South Kazakhstan
region - by 84,4%; in Almaty region - by 82,1%. These figures are high in relative
sense, not in absolute. In 2017 most of the income was spent on consumption in
Almaty. In Nur-Sultan it was spent by 17,2%. Karaganda region was on the third place.
The least spendings on consumption in 2017 were in Zhambyl region - less than in
Almaty by 53,0%. Little expenditures on consumption were also in the South
Kazakhstan region and in Kyzylorda region.

The financial turnover of households can be examined from two sides: through
acquisition of goods and services and through savings, which can be used for
investment in gaining additional income and, consequently, result in a higher standard
of living. The financial turnover of households has two cycles. The first cycle is about
purchase of goods and services, its consumption and the way it works to bring income
and future satisfaction of households’ needs. The second cycle is about savings of
households, which can bring additional income.

Analysing the average monetary expenditures of households in the Republic of
Kazakhstan, monetary expenditures across country increased from 2011 to 2017, the
growth was 17 387 tenge. Households of Almaty spent more than in other regions in
reference period, the least amount of money was spent in Zhambyl region. The gap is
35794 tenge. However, in relative sense there is another pattern: in Almaty in
reference period the growth of indicator was 57,7% while in Zhambyl region it was
75,0%.

Comparing two big cities in the Republic of Kazakhstan, then Almaty was a
leader in household expenditures opposed to Nur-Sultan from 2011: 2011 — by 15,3%,
2012 - by 20,4%, in 2013 - by 9,1%, in 2014 —by 6,7%, in 2015 —by 3,7%, 2016 — by
8,7%.

The growth of monetary expenditures in the Republic of Kazakhstan from
previous year were: 2012 by 18,1%, 2013 —by 10,3%, 2014 —by 9,10%, 2015 — by
6,7%, 2016 - by 3,7%, 2017 — by 8,7%. From 2012 there was a slowdown in growth
of households’ monetary expenditures.

The average share of household spending on consumption in 2011-2017 was
32% given that the growth of income used for consumption was 57,5%. The largest

increase of observed indicator was 104,9% in the East Kazakhstan region.
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2.2 Classification of regions of the Republic of Kazakhstan

In order to identify structural features of consumption in regions based on
statistical data about consumer spending of households aimed for consumption of non-
food categories and purchase of services as one of the key elements of population’s
standard of living, the classification of regions of the Republic of Kazakhstan is made.

The first group (leaders) included regions with high level of consumer spending
(more than 500 000) — Nur-Sultan (561461 tenge), Almaty (543 492 tenge),
Mangystau region (527 662 tenge), Almaty region (508 888 tenge). It can be explained
by the specifics of the regions: high level of income, developed spheres of culture and
entertainment, sphere of education. In these regions there is a high level of expenditures
on purchase of non-food goods, organization of leisure and cultural events, payment of
compulsory payments and contributions, transportation costs.

Consumer spending in Nur-Sultan were higher than in Almaty by 17 969 tenge
or by 3,3% comparing to Almaty, by 33 799 tenge or 6,4% higher than in Mangystau
region, by 52 573 tenge or 10,3% higher than in Almaty region.

The amplitude of the indicator “consumer spending in the Republic of
Kazakhstan™ in the first group:

max 561 461 tenge Nur-Sultan

min 508 888 tenge Almaty region

The second group (middle) included regions with middle level of consumer
spending less than 500 000 tenge but more than 400 000 tenge — Atyrau region
(492 819 tenge), Kyzylorda region (417 510 tenge), Karaganda region (409 188 tenge).
It can be explained by the specifics of the regions: lower level of urbanizations,
predominance of subsistence farming and industrial sector in economy.

Average nominal monetary income of population in Atyrau region was 44 887
tenge or 10,0% higher than in Kyzylorda region, 75 309 tenge of 18,0% higher than in
Aktobe region, 83 631 tenge or 20,4% higher than in Karaganda region.

The amplitude of the indicator “consumer spending in the Republic of
Kazakhstan™ in the first group:

max 492 819 tenge Nur-Sultan

min 409 188 tenge Almaty region

The third group (outsiders) included regions with low level of consumer
spending (less than 400 000 tenge) — the South Kazakhstan region (369 654 tenge),
Pavlodar region (366 842 tenge), Akmola region (363 888 tenge), the East Kazakhstan
region (356 751 tenge), the West Kazakhstan region (355 375 tenge), Zhambyl region
(347 917 tenge), the North Kazakhstan region (331 496 tenge), Kostanay region
(297 374 tenge).

Consumer spending in the Republic of Kazakhstan indicator in the South
Kazakhstan region was 2 812 tenge or 0,08% higher than in Pavlodar region, 5 766
tenge or 1,6% higher than in Akmola region, 12 903 tenge or 3,6% higher than in the
east Kazakhstan region, 14 179 tenge or by 4% higher than in the West Kazakhstan
region, 21 737 tenge higher than in the Zhambyl region, 38 158 tenge or 11,5% higher
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than in the North Kazakhstan region, 72 280 tenge or 24,3% higher than in Kostanay
region.

The amplitude of the indicator “consumer spending in the Republic of
Kazakhstan™ in the first group:

max 369 654 tenge the South Kazakhstan region

min 297 374 tenge Kostanay region

2.3 Consumption patterns of non-food categories

The analysis of consumption of non-food goods and services was conducted
through division it on 7 categories:
— Clothes
— Household maintenance
— Utilities
— Education
— Healthcare goods and services
— Services
— Transportation expenditures
Furthermore, the reference period is every quarter of 2011-2017 years. Since there
are five geographical areas in Kazakhstan, five regions from each was taken as a
representative - Akmola region, Karaganda region, Zhambyl region, Mangystau
region, the East Kazakhstan region, and two big cities - Almaty and Nur-Sultan. Every
region was further divided by rural and urban areas to reveal more specified features
of consumption.

2.3.1 Clothes

Group “Clothes” consists of three units: clothes, shoes and services related to it,
e.g. laundry, atelier services.

Akmola region. Consumption in this region is specified as being higher in rural
area than in the urban. The difference in spending between urban and rural area in 2011
was 4 177 498 tenge, in 2012 — 9 212 657 tenge, in 2013 — 15 233 108 tenge, in 2014
— 15517 766 tenge, in 2015 — 13 946 125 tenge, in 2016 — 17 871 001 tenge, in 2017
—18 599 076 tenge. Moreover, fraction of urban area consumption out of total spending
on this category in Akmola region declined over the period — from 46,8% in 2011 to
42.2% in 2017, while in the rural area this indicator uncreased from 53,2% in 2011 to
57,8% in 2017. The positive trend of rural area prevailed and share of total
consumption in total expenditures increased by 1,2% from 2011 to 2017.

Karaganda region. In this region city households tended to consume more than
rural ones. Spending on clothes increased gradually from 2011 to 2017 in both areas.
The cumulative consumption was 103 597 103 tenge in 2011, 115 372 352 tenge in
2012 (11,3% higher), 115 401 261 tenge in 2013 (0,025% higher), 121 843 863 tenge
in 2014 (5,5% higher), 150 665 081 tenge in 2016 (16,1% higher) and 163 900 339
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tenge in 2017 (8,78% higher). However, in relation “consumption of category — total
consumption” its share fell from 27,9% in 2011 to 25,8% in 2017.

Mangystau region. Despite a sharp rise in consumption in 2012 (6 523 230 tenge)
afterwards it gradually declined till the end of the reference period in urban area.
Nevertheless, city households spent on clothes about half (57,4%) of cumulative
consumer spending in both areas leaving rural households behind. Regarding rural
households, there was significant rise in consumption even though it experienced fall
in 2015 (by 8 280 590 tenge) and recovered rapidly in the next period. So, in rural area
consumption increased by 49,8% from 48 525 960 tenge in 2011 to 72 699 330 tenge
in 2017 in absolute terms. Relatively to total expenditures of the region, contribution
of clothes group decreased from 38,2% in 2011 to 37,4% in 2017.

The East Kazakhstan region. Spending on clothes were higher in rural area till
2015, then city households became leaders. On average two areas divided total
consumption by half in given period. In both urban and rural areas consumption
increased by 3,15% in 2012, 20,76% in 2013, 0,17% in 2014, 29,5% in 2015, 6,37%
in 2016 and 16,5% in 2017. As opposed to urban area, in rural households consumption
level increased only from 39 658 578 tenge in 2011 to 50 218 383 tenge in 2012, from
46 982 511 tenge in 2015 to 52 620 830 tenge in 2016 and from this level to 65 511 198
tenge in 2017. Despite falls in consumption in rural area in the rest of the period, overall
share of cumulative consumption in both areas to total expenditures in region increased
from 27,2% in 2011 to 27,6% in 2017.

Almaty. The biggest in population city of the Republic of Kazakhstan consumed
the biggest amount of “Clothes” category goods and, moreover, experienced constant
growth in consumption: from 129 657 617 tenge in 2011 to 152 356 731 tenge in 2012
(by 17,05% from previous year), to 154 121 891 tenge in 2013 (by 1,16%), to
167 583 897 tenge (by 8,73%) in 2014, to 189 886 317 (by 13,3%) in 2015, to
208 839 908 tenge (by 9,98%) in 2016 and to 249 783 695 tenge (by 19,6%) in 2017.

Nur-Sultan. Consumption pattern of “Clothes” category goods in this region was
similar to those in Almaty. However, share of consumption of these goods out of total
consumption gradually declined from 2014 to 2017 and stopped at 27,59% in 2017
which was lower than in 2011 (28,3%).

2.3.2 Household maintenance

“Household maintenance” group includes purchase of furniture and home
appliances, repair expenses.

Akmola region. Expenditures on group “Household maintenance” in rural area
was almost twice as much as in urban area from 2012 to 2016 — by 42% higher in 2012,
by 52% in 2013, by 50% in 2014, by 46% in 2015, 55% in 2016. In urban area despite
the drop in 2012 by 1 614 346 tenge from 2011, further there was a constant growth
from 10 928 500 tenge in 2012 to 21 200 010 tenge in 2017 or by 93,98%. In rural area
drop happened in 2013 and amounted to 15,0% from 2012, to the end of the period
consumption experienced positive growth — by 60,13% from 2013 to 2017.
Consumption of goods in category “Household maintenance” in relation ‘“total
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spending — total expenditures” in both areas rose from 10,6% to 11,4% in reference
period.

Karaganda region. Both urban and rural areas experienced fall in consumption in

2012 and 2016 years —by 761 595 tenge in 2012 and by 212 118 tenge in 2016 in urban
area, by 546 524 tenge in 2012 and by 2 334 805 tenge in 2016 in rural area, Overall
consumption in urban area was higher than in rural area with constant growth in the
rest of the period, which also true for rural area.
The difference in consumption between urban and rural area was 15 549 484 tenge in
2011, 15 334 413 tenge in 2012, 20 745 509 tenge in 2013, 23 311 337 tenge in 2014,
21 110 202 tenge in 2015, 23 232 889 tenge in 2016 and 16 058 852 tenge in 2017.
The average share of both areas’ cumulative consumption in total one was 11,8% in a
given period, which started with 12,2% in 2011 and ended up with 11,4% in 2017.

Zhambyl region. In this region average share of on clothes expenditures in total
consumption basket was the highest and equal to 38,9%. Consumption in rural area
was higher than in urban area except 2016, but even then the gap was not very large
(548 905 tenge). In rural area a period of 2014-2016 can be characterized with fall in
consumption — the drop from a year before was 1 193 560 tenge in 2014, 8 363 750
tenge in 2015, 7 787 245 tenge in 2016. Cumulative consumption in both areas
increased from 90 001 015 in 2011 to 96 156 955 tenge or by 6 155 940 tenge, by
16 058 325 tenge in 2013, by 5 095 859 tenge in 2014 tenge, -6 050 285 tenge in 2015,
-1 082 790 tenge in 2016 and by 15 852 589 tenge in 2017. The increase from 2011 to
2017 was 36 029 629 tenge in absolute terms, but in relative to total consumption terms
spending on house maintenance decreased from 38,0% to 36,8%.

Mangystau region. Despite the fact that consumption in urban area was higher

than in rural area, city households experienced significant drop in consumption of
household maintenance goods while in rural area it increased capturing urban area’s
share in cumulative consumption to the end of the period.
The highest level of consumption in urban area happened in 2015 — 50 350 310 tenge,
which was 194% higher than those in 2017. Cumulative consumption of both areas
increased to 86 042 550 tenge in 2015 but dropped to 59 930 647 tenge to the end of
the period. The same happened to the share in total consumption basket — it fell from
21,3% in 2011 to 14,3% in 2017.

The East Kazakhstan region. Both city and rural households experienced fall of
different magnitude in 2015, but recovery was immediate and in the next year
consumption was on even higher level than in 2014. In total, expenditures on household
maintenance at the end of the reference period were 210,8% higher than in the
beginning. Excluding 2015 year drop, there was a positive tendency in consumption
relative to total consumption in region — the indicator rose from 10,7% in 2011 to
12,6% in 2017.

Almaty. Both total consumer spending on this category and its share in total
expenditures increased to the end of the reference period — from a year before the
growth was 326 445 tenge in 2012, 2 415 583 tenge in 2013 (growth of share was
0,31%). 14 180 170 tenge in 2014 (growth of share was 2,1%), 24 000 614 tenge in
2015 (growth of share was 1,6%), 1 651 445 tenge in 2016 (growth of share was
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negative 0,5%), - 6 976 610 tenge in 2017 (growth of share was negative 1,7%). Total
increase in consumption was 203% and 126% rise in share.

Nur-Sultan. The consumption increased throughout 2011-2016 period but fell in
2017 not significantly. Overall increase in consumption in the observed period was
from 29 441 271 in 2011 to 49 544 979 tenge in 2017 or by 68,28%. However, the
share of consumption in total region consumption increased only by 0,2% from 8,4%
in 2011 to 8,6% in 2017.

2.3.3 Utilities.

Group “Utilities” represents utility charges, network connection, expenses on fuel
for households without access to gas.

Akmola region. This unit of non-food goods was leading in the consumption
basket with average 32% share in total expenditures. The gap between spending in rural
and urban areas was very big — the smallest difference was 6 755 890 in 2011 and the
biggest one was in 36 747 842 in 2017. In both areas growth of consumption was
significant and leaded to more than twice increase — from 34 009 397 tenge to
74 905 361 tenge by 120% in urban area and from 40 765 287 tenge to 111 653 203
tenge by 173% in rural area from 2011 to 2017. Furthermore, seasonality can be noticed
in the second and third quarters in reference years — spending on utilities are lower in
warmer time of the year. The overall share in total expenditures increased from 26,0%
in the beginning to 37,4% at the end of the period.

Karaganda region. Till 2013 the consumption in urban area was higher than in
the rural area, but later tendency changed and rural households consumed more than
city households by 1 812 142 tenge in 2013, 3 833 191 tenge in 2014, then the gap
became very large — 25 741 603 tenge in 2015, 32 064 311 tenge in 2016 and
13469 121 tenge in 2017. The share of rural consumption in cumulative areas’
consumption increased from 44,7% in 2011 to 54,8% in 2017. The opposite happened
in urban area, where this share fell form 55,3% to 45,2%. Overall share of expenditures
increased from 16,5% to 22,3% during the reference period.

Zhambyl region. Consumption in rural area was higher than in urban area. In both
urban and rural area a period of 2014-2015 can be characterized with a sharp increase
in consumption — the rise from a year before was 16 571 576 tenge in rural area and
by 14 124 018 tenge in urban area in 2015, which constituted to the highest increase in
all period. Cumulative consumption in both areas increased from 42 946 840 tenge in
2011 to 48 569 623 tenge or by 5 622 783 tenge, by 5 528 694 tenge in 2013, by 5 718
161 tenge in 2014 tenge, 30 695 600 tenge in 2015, 1 367 892 tenge in 2016 and by
7 842 845 tenge in 2017. The increase from 2011 to 2017 was 36 029 629 tenge in
absolute terms, but in relative to total consumption terms spending on house
maintenance decreased from 38,0% to 36,8%.

Mangystau region. Category “Utilities” represented the highest growth in
consumption throughout the reference period in both areas. As before, city households
were ahead of the rural ones capturing more than half of cumulative consumption. In
rural area consumption increase from a year before was — 4% in 2012, 25% in 2013,
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6% 1n 2014, 78% in 2015, 11% in 2016, 13% in 2017, while in urban area growth
constituted to 11% in 2012, -9% in 2013, 16% in 2014, 90% in 2015, 10% in 2016 and
17% 1n 2017. The cumulative consumption growth was 194,28%.

The East Kazakhstan region. Urban households spent more on utilities than rural
ones. The difference in consumption was 489 256 tenge in 2011, 1 454 575 tenge in
2012, 3 772 957 tenge in 2013, 3 034 942 tenge in 2014, 9 591 302 tenge in 2015,
13 726 658 tenge in 2016, 16 940 393 tenge in 2017. During the observed seven years
the gap in consumption between areas grew from year to year. Both areas experienced
increase in consumption by more than 200%, which is also reflected in rise of
cumulative consumption level and its share in total consumption (from 22,3% to
32,6%).

Almaty. Expenditures on utilities experienced constant growth in consumption:
from 110 166 248 tenge in 2011 to 112 408 270 tenge in 2012 (by 2,04% from previous
year), to 125 480 478 tenge in 2013 (by 11,6%), to 122 658 656 tenge (by 2,24%) in
2014, to 208 708 986 (by 70,15%) in 2015, to 224 940 908 tenge (by 7,78%) in 2016
and to 250 090 427 tenge (by 11,2%) in 2017. Share in total consumption increase from
22,09% in 2011 to 31,1% in 2017.

Nur-Sultan. Consumption pattern of “Utilities” category goods in this region was
similar to those in Almaty. However, share of consumption of these goods out of total
consumption gradually declined from 2011 to 2014, then tended to increase and
stopped at 29,5% in 2017 which was higher than in 2011 (23,61%).

2.3.4 Services.

Group “Services” 1s the biggest one, because it includes a great variety of cultural
and leisure activities: beauty service, going to cinema, theatre and other cultural events,
funeral services, restaurants and cafes, tourism and photography.

Akmola region. Purchase of services was higher in rural area than in the urban till
2016, and afterward city households outrun rural ones. The difference between
consumption in rural and urban areas was 6 126 863 tenge in 2011, 7 689 525 tenge in
2012, 5 855 893 tenge in 2013, 5 778 404 tenge in 2014, -2 935 105 tenge in 2015, -
232 161 tenge in 2016, -2 392 302 tenge in 2017. In urban area consumption increase
from 44,5% to 52,6% relative to cumulative consumption in both areas, while in urban
area share decreased from 55,5% to 47,4%. Negative trend was dominant and overall
share of consumption in Akmola region fell from 19,2% to 9,4%.

Karaganda region. City households purchased significantly more services than
rural households having average share in cumulative consumption about 70,2% leaving
only 29,8% to rural area. There was a significant drop in 2013 in urban area — from
65 263 925 tenge in 2012 by 19 782 697 tenge, but eventually rose up to 73 976 887
tenge in 2017. In rural area in 2017 the level of consumption was lower than in 201 1by
5218 707 tenge or 18,63%. In relative terms, share of spending on services out of total
spending fell from 23,3% to 15,2%.

Zhambyl region. Consumption in rural area was higher than in urban area. Urban
households spent on services more than half of cumulative expenditures with average
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share of 56,3%. In both areas consumption fell not significantly over the period — from
18 437 250 tenge in 2011 to 17 161 180 tenge in 2017 in urban area and from
20 569 387 tenge in 2011 to 20 318 625 tenge in 20177 in rural area. There was no
clear trend across years, since consumption fluctuated from year to year. In relative
terms, share of spending on services out of total spending fell from 16,5% to 10,9%.

Mangystau region. Rural area households tended to spend less than those in urban
area by 1 084 600 tenge in 2011, by 3 198 360 tenge in 2013m 5 304 500 tenge in 2015.
In the rest of the period rural area was ahead of urban area — the highest gap was
16 373 400 tenge in 2014. Both cumulative consumption level and its share in total
consumption rapidly increase from 2013 to 2014 — from 5 160 640 tenge (1,4%) in
2013 to 21 556 400 tenge (5,6%) in 2014. However, households couldn’t stay on this
level and in 2017 it was even less than in the beginning of the period — 1 225 300 tenge
with corresponding share of 0,3%.

The East Kazakhstan region. Urban households accounted for the bigger
proportion of consumption (60,7% on average). In urban area consumption declined
from 2011 (31 256 722 tenge) till 2014 (19 266 384 tenge), but later tended to increase
and reached its highest in 2017 at 34 490 594 tenge. The total increase during 2011-
2017 period amounted to 3 233 872 tenge or by 10,3%. In rural area decline of
consumption was longer than in urban area — till 2015, and even later growth couldn’t
make it at least as high as in 2011 — consumption level ended up at 18 866 214 tenge
which is 3 004 185 tenge or by 13,73% lower than at the start of the period. Therefore,
the share of cumulative consumption out of total consumption declined from 19,6% in
2011 to 11,0% in 2017.

Almaty. Expenditures on utilities fluctuated in 2011-2017 period with increase in
2012 (by 4,8%), in 2014 (by 15,15%), 2015 (by 9,44%), 2016 (by 7,58%), 2017 (by
13,56%) and drop in 2013 (by 30,3%). Though, consumption increased in the observed
period, its share in total consumption fell from 21,5% to 15%.

Nur-Sultan. Consumption pattern of “Services” category goods experienced
increase only in 2013-2015: by 13,28% in 2014, 16,65% in 2015, and in 2017 by
12,58%. Decline trend prevailed increase tendency, so the share in total consumption
ended up at 15,1% (decreased by 6,36% from 2011).

2.3.5 Education. Healthcare. Transportation.

“Education” represents expenditures on education, tutor services, related
spending on rent for students and transportation costs.

“Healthcare” group includes healthcare goods (pharmaceuticals) and medical
services (e.g. dental).

“Transportation” stands for expenditures on fuel, transportation costs (e.g. taxi,
bus).

These groups are viewed together because its share in total consumption was very
small in 2011-2017 period and was on the fifth, sixth and seventh places respectively
in all regions.

18



Akmola region. Spending on education as usually was higher in rural area than in
urban. Urban area experienced fall in spending in 2014 (by 6,51% from 2013) and in
2016 (by 22,42% from 2015), but overall consumption in this area increase almost
twice — from 7 809 365 tenge in 2011 to 14 924 264 tenge in 2017 or by 91,1%. In rural
area on education spending fell not significantly by 2 561 374 tenge in seven years.
However, in relative sense, the share of education expenditures out of total dropped
from 9,4% to 7,3% at the end of the period.

Consumption of healthcare goods and services in urban area was higher than in
rural area in 2016 and 2017, the rest of the reference period urban area was leading.
Since rural area had a greater share in consumption, its declining trend (from 60,6% in
2011 to 47,6% in 2017) was prevailing over rise trend in urban area (from 39,4% in
2011 to 52,4% in 2017), the total share of consumption of this unit fell from 6,7% to
3,6% relative to total consumption.

Transportation expenditures were the least popular with average share of 3,7% in
total consumption. Though, spending in urban area peaked at 9 038 300 tenge in 2014,
it fell dramatically to only 633 400 tenge in 2017. The same happened in rural area in
2016-2017 period, when consumption reached the highest of 14 697 910 tenge and
dropped to 5 203 115 tenge, which was twice lower than spending in 2011.

Karaganda region. Spending on education was higher in urban area than in rural.
Urban area experienced fall in spending in 2013 (by 1,9% from 2012) and in 2016 (by
11,14% from 2015), but overall consumption in this area increased — from 13 334 750
tenge in 2011 to 16 766 771 tenge in 2017 or by 25,74%. In rural area on education
spending rose not significantly by 2 591 374 tenge in seven years. However, in relative
sense, the share of education expenditures out of total dropped from 8,7% to 6,1% at
the end of the period.

Consumption of healthcare goods and services in urban area was higher than in
rural area during the given period. Despite that urban area had a greater share in
consumption, its increasing trend (from 72,3% in 2011 to 75,9% in 2017) was not
prevailing over decrease trend in rural area (from 27,7% in 2011 to 24,1% in 2017),
the total share of consumption of this unit fell from 7,3% to 4,3% relative to total
consumption.

Transportation expenditures were the least popular with average share of 4,4% in
total consumption. Though, spending in rural area peaked at 10 633 370 tenge in 2014,
it fell dramatically to only 5 747 695 tenge in 2017. The same happened in urban area
in 2012-2016 period, when consumption reached the highest of 24 441 854 tenge and
dropped to 6 443 285 tenge, but further there was an enormous increase to 19 837 674
in 2017. So, the total consumption of goods and services related to transportation
increased in both absolute and relative sense.

Zhambyl region. Spending on education was higher in rural area than in rural.
Urban area experienced fall in spending in 2014 (by 24,3% from 2013) and in 2016
(by 23,12% from 2015), but overall consumption in this area increased — from
8 871 630 tenge in 2011 to 10 729 910 tenge in 2017 or by 20,95%. In rural area on
education spending rose not significantly by 1 858 280 tenge in seven years. Therefore,
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in relative sense, the share of education expenditures out of total spending increased
by mere 0,4% to the end of the period.

Consumption of healthcare goods and services in rural area was higher than in
urban area during the given period. Despite that rural area had a greater share in
consumption, its increasing trend (from 52,7% in 2011 to 54,2% in 2017) was not
prevailing over decrease trend in urban area (from 47,3% in 2011 to 45,8% in 2017),
the total share of consumption of this unit fell from 16,5% to 10,9% relative to total
consumption.

Transportation expenditures were the least popular with average share of 0,3% in
total consumption. Though, spending in rural area peaked at 1 241 700 tenge in 2015,
it fell to only 1 037 300 tenge in 2017. The same happened in urban area in 2015, when
consumption reached the highest of 489 500 tenge and dropped to 310 200 tenge in
2017. Taking the difference between the beginning and the end of the period in rural
area it amounted to 816 200 tenge (369%) and to 228 420 tenge (279,3%) in urban
area. So, the total consumption of goods and services related to transportation increased
in both absolute and relative sense.

Mangystau region. Spending in education were higher in urban area till 2017,
when rural households spent by almost 4 million tenge more. In urban area spending
on education increased from 7 115 458 tenge in 2011 to 12 689 938 tenge in 2017,
while in urban area it decreased from 8 814 415 tenge to 8 709 950 tenge. The growth
in rural area compensated the fall in urban area and cumulative consumption of
“Education” category increased from 15929 873 tenge (with 4,5% share in total
consumption) in 2011 to 21 399 888 tenge (5,1%) in 201.

Consumption of healthcare goods and services in urban area was higher than in
rural area during the given period except 2017. Despite that urban area had a greater
share in consumption, its decreasing trend (from 66,6% in 2011 to 41,6% in 2017) was
prevailing over increase trend in rural area (from 33,4% in 2011 to 58,4% in 2017), the
total share of consumption of this unit fell from 5,3% to 3,0% relative to total
consumption.

Transportation expenditures were the least popular with average share of 1,8% in
total consumption. Though, spending in rural area peaked at 18 964 900 tenge in 2014,
it fell dramatically to only 1 015 300 tenge in 2017. The same happened in urban area
in 2014-2017 period, when consumption reached the highest of 12 824 500 tenge and
dropped to 210 000 tenge, with no further improvement. So, the total consumption of
goods and services related to transportation decreased in both absolute and relative
sense.

The East Kazakhstan region. Spending on education in rural area were higher
than in urban area from 2011 to 2013, but then city households outdid rural households
till the end of the observed period. There was no clear trend across years. Overall,
consumer spending rose from 26 512 790 tenge up to 32 055 927 tenge, but share out
of total spending fell from 9,8% to 6,6%.

City households were leaders in consuming healthcare goods and services in this
region. In 2015 their spending fell almost twice in comparison with the previous year,
then growth recovered but didn’t return to 2014 level. Still from 2011 to 2017 its share
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out of total spending increased — from 57,8% to 64,6%. Rural area’s share of spending
on education dropped from 42,2% to 35,4%. Regarding share of total spending on
education out of all spending, indicator decreased by 3% from 2011 to 2017.

Transportation expenditures were the least in this region. Its proportion in total
spending increased to the highest of 6,4% in 2015 from 2,1% in 2011, but fell to 4,4%
in 2017, which is still higher than in 2011.

Almaty. Outlays of education spending were 51 420 021 tenge in 2012 and
58 967 598 tenge in 2013, the gap is 7 547 577 tenge. Though, from 2011 to 2017 level
of spending increase, but in relative terms its share dropped from 10,9% to 6,9% in
respective years.

As for healthcare goods and services, there is a similar pattern as in “Education”
group. In 2014 spending fell by 33,9%, then growth recovered, but its share in total
expenditures declined.

Transportation spending constantly decreased from year to year, overall drop
was 19 341 855 tenge to mere 0,2% in 2017.

Nur-Sultan. Expenditures on education increased almost twice from 24 606 927
tenge in 2011 to 49 163 754 tenge in 2017. Generally, the same is true about its share
in total expenditures, but growth was not gradual — it increased from 2011 till 2013,
then dropped till 2016, but recovered in 2017 — and ended up at 8,6%.

The growth of spending on health from previous year was positive in 2012 (by
4795 522 tenge or by 14,7%), in 2014 (by 4 904 041 tenge or by 15,97%), in 2016 (by
7 251 000 tenge or by 22%), in 2017 (by 17 151 286 tenge or by 42,8%), and negative
in 2013 (by -6 726 580 tenge or by -17,9%), in 2015 (by -2 792 131 tenge or by -7,8%).
But positive trend prevailed and in relative terms consumption spending increased.

Transportation expenditures experienced the same trend as in Almaty. The
highest spending level was in 2014 (9 652 300 tenge) with the highest share in total
consumption (2,1%). At the end of the period both spending and share fell to 2 241 300
tenge and 0,4% respectively.

2.4 Comments on descriptive statistics

“Clothes” was dominant consumption category in most of the regions of
Kazakhstan excluding west. There was a slowdown in consumption growth in 2013-
2014, then accelerated in following periods. Regarding the share of expenditures on
clothes out of income, it on average was 10,12% throughout the period, but overall it
fell by 0,54% from 2011 to 2017. The share of “Clothes” consumption in total spending
constituted on average to 31% in country. Consumer spending relative to total
expenditures tended to decrease in the observed period of 2011-2017, although in
absolute average sense in increased from 2011 to 2017 by 51,3%.The region with the
highest level of consumption was Zhambyl region (south). The region with the lowest
level of consumption was Akmola region (north).

Spending on household maintenance on average constituted to 11,7% out of total
spending and to 4,10% out of income. Total growth on the north and in the east, Almaty
and Nur-Sultan couldn’t compensate for decline in in the central, southern and western
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parts of the country and overall consumption share stayed about the same from 2011
to 2017. Absolute average consumption increased by 47,9%. In both relative and
absolute terms, there was a sharp rise from 2014 to 2015. It can be explained by tenge
devaluation in 2015 and price increase on import goods, which made consumption
costlier and therefore, consumer spending increased. It follows that “Household
maintenance” group is mostly composed of import goods.

Utilities were on the second place across the country except north and west,
where its consumption was on the first and third places respectively. Furthermore, in
every region, excluding south, its share in total consumption level increased during the
observed period. Big cities — Almaty and Nur-Sultan — also experienced growth from
2011 to 2017. Fast growth in 2013-2015 can be related to increase in expenditures on
network, increase in cost of utilities like electricity, water and heating. For example, in
2015 price on electricity was by 130% higher than in 2009. Slowdown in income
growth didn’t affect utilities consumption because utilities bundle cannot be replaced
with cheaper goods or be excluded from consumption.

“Services” category of goods was the last in top-three in most of the country.
The average share of consumption out of total expenditures constituted to 14,5% and
out of income was 4,6%. The share of consumer spending in income declined by 2,62%
given that income growth was 57,5%. With a slowdown in income growth, share of
spending decreased as well and recovered in 2016. Consumption of services presented
negative trend in both relative and absolute average senses across country in 2011-
2017 period.

The last three categories “Education”, ‘“Healthcare” and ‘“Transportation
expenditures” had a very small share in total consumption. Spending on education
increased only in the southern, western parts and in Nur-Sultan, while in the rest of the
country if fell. Healthcare goods and services experienced decline in its consumption
in the whole country except Nur-Sultan. Transportation expenditures also decreased in
the reference period though in some parts — central, southern and eastern — it increased.
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3 REGRESSION RESULTS AND SUMMARY

3.1 Regression models

In order to analyse consumption patterns multiple regressions have been run
where the role of dependent variable has been consumption growth. Regressors have
been growth of income, number of adults in household (the effect of this variable was
interpreted as if number of adults in household increased by one), kids dummy
(interaction between consumption and having kids in households, kids are assumed to
be less than 15 years old), area dummy (to see the difference in consumption between
city and rural households), time trend (t is dummy variable for each quarter of years).
The first quarter of 2011 was taken as a benchmark.

Total eight regressions have been generated — one for each group of consumed
goods and one for total consumption growth per capita to observe the overall pattern.

In the first model we regress the growth of consumption of “Clothes” group’s
goods. R-squared=0,2657, so independent variables explain only 26,57% of the
variability of consumption growth. When income grows by 1%, the growth of
consumption amounts to 67,5%. The t statistic is 227,40 and P>|t|=0,000, so the
coefficient is significant. When households increased in size by one adult, growth of
consumption was 7,95%, which is statistically significant since t statistic is 47.98 and
P>|t=0,000. For households in urban area consumption was 5,1% higher than for those
in rural area. The t statistic is 16,50 indicating that consumption in urban area was
significantly higher than in rural area. Households without kids consumed by 18,84%
less than those with kids. The t statistic is 22,58, therefore consumption in no kids
households was significantly lower (Appendix 8). Regarding time trend, it is
significant for every quarter of each year except the second quarter of 2012. In the
second quarter of 2011 there was a decrease in consumption by 5,8% compared to
benchmark period of the first quarter in 2011. In absolute terms, consumption growth
was positive in every period in comparison with benchmark period. All time dummies
are statistically significant — t statistics are big and P>|T|=0,000.

In the second model we regress the growth of consumption of “Household
maintenance” group’s goods. R-squared=0,1527, so independent variables explain
only 15,27% of the variability of consumption growth. When income grows by 1%, the
growth of consumption amounts to 75,06%. The t statistic is 144,03 and P>|t|=0,000,
so the coefficient is significant. When households increased in size by one adult,
growth of consumption was 4,83%, which is statistically significant since t statistic is
16,36 and P>|t|=0,000. For households in urban area consumption growth was 22,33%
lower than for those in rural area. The t statistic is -41.05 indicating that difference in
consumption growth in urban area was significantly higher than in rural area.
Households without kids experienced consumption growth by 2,6% lower than those
with kids. However, the t statistic is -1,71 and p-value=0,087>0,05 (Appendix 9).
Regarding time trend, it is not significant for the first and forth quarter of 2012, the
first and forth quarter of 2013, the first and forth quarters of 2014. For the quarters of
other years coefficients are significant and in absolute terms consumption of household
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maintenance goods increased in every period compared to the first quarter of 2011. The
smallest consumption growth was in the forth quarter of 2011 and was 4,53% higher
than in the benchmark period, while the highest growth of consumption compared to
the first quarter of 2011 was in the third quarter of 2017 and amounted to 77,96%.

In the third model we regress the growth of consumption of “Utilities” group’s
goods. R-squared=0,4177, so independent variables explain only 41,77% of the
variability of consumption growth. When income grows by 1%, the growth of
consumption amounts to 31,28%. The t statistic is 150 and P>|t|=0,000, so the
coefficient is significant. When households increased in size by one adult, decline of
consumption was 0,68%, which is statistically significant since t statistic is 47.98 and
P>[t|=0,000. For households in urban area consumption was 26,35% higher than for
those in rural area. The t statistic is 119,78 indicating that consumption in urban area
was significantly higher than in rural area. Households without kids consumed by
1,03% lower than those with kids, but coefficient is not significant since the t statistic
is -1,73 and p-value is 0,083 (Appendix 10). Regarding time trend, it is significant for
every period. From Table 10 it can be seen that seasonality is present in the model,
because from 2011 till 2014, in the second and third quarters consumption growth was
negative compared to the first quarter of 2011: by 37,73% in the second quarter and
30,32% lower in the third quarters of 2011, 34,60% and 23,94% lower in the second
and third quarters of 2012, 26,26% and 20,97% lower in the second and third quarters
of 2013, 19,58% and 13,89% lower in the second and third quarters of 2014. In the rest
of the period consumption growth was positive.

In the forth model we regress the growth of consumption of “Education” group’s
goods. R-squared=0,0847, so independent variables explain only 8,47% of the
variability of consumption growth. When income grows by 1%, the growth of
consumption amounts to 61,92%. The t statistic is 68,58 and P>|t|=0,000, so the
coefficient is significant. When households increased in size by one adult, growth of
consumption was 14,11%, which is statistically significant since t statistic is 30,03 and
P>[t|=0,000. For households in urban area consumption was 40,98% higher than for
those in rural area. The t statistic is 43,95 indicating that consumption in urban area
was significantly higher than in rural area. Households without kids had consumption
level by 17,77% higher than those with kids (Appendix 11). The t statistic is 8,61
meaning that consumption growth is significantly higher in households without kids.
Regarding time trend, it is not significant for the second quarter of 2011, the first and
second quarters of 2012, the third quarter of 2013, the forth quarter of 2014. For the
quarters of other years coefficients are significant and in absolute terms consumption
of “education” group’s goods declined in every period compared to the first quarter of
2011. The smallest consumption decline was in the second quarter of 2013 and was
7,02% lower than in the benchmark period, while the highest drop of consumption
compared to the first quarter of 2011 was in the forth quarter of 2017 and amounted to
29,6%.

In the fifth model we regress the growth of consumption of “Healthcare goods
and services” group’s goods. R-squared=0,1408, so independent variables explain only
14,08% of the variability of consumption growth. When income grows by 1%, the

24



growth of consumption amounts to 45,98%. The t statistic is 102,6 and P>[t|=0,000, so
the coefficient is significant. When households increased in size by one adult, growth
of consumption was negative 1,26%, which is statistically significant since t statistic is
-5.33 and P>|t|=0,000. For households in urban area consumption was 32,01% higher
than for those in rural area. The t statistic is 67,89 indicating that consumption growth
in urban area was significantly higher than in rural area. In households without kids
consumption was by 11,4% higher than those with kids. The t statistic is 10,29 meaning
that consumption growth is significantly higher in households without kids (Appendix
12). Regarding time trend, it is not significant for the second quarter of 2011, the third
and forth quarters of 2012, the third and forth quarters of 2013. For the quarters of other
years coefficients are significant and in absolute terms consumption of healthcare
goods and services declined in 2011 in the third quarter by 9,25% and 8,32% in the
forth quarter, afterwards it increased compared to the benchmark period. The smallest
consumption growth was in the second quarter of 2012 and was 5% higher than in the
benchmark period, while the highest rise of consumption compared to the first quarter
of 2011 was in the second quarter of 2017 and amounted to 59,5%.

In the sixth model we regress the growth of consumption of “Services” group’s
goods. R-squared=0,2310, so independent variables explain only 23,10% of the
variability of consumption growth. When income grows by 1%, the growth of
consumption constitutes to 73,6%. The t statistic is 205,66 and P>|t|=0,000, so the
coefficient is significant. When households increased in size by one adult, growth of
consumption was 5,61%, which is statistically significant since t statistic is 28,0 and
P>|t|=0,000. Households in urban area consumed by 32,44% more than for those in
rural area. The t statistic is 86,74 indicating that consumption growth in urban area was
significantly higher than in rural area. In households without kids consumption was
15,54% lower than in those with kids. The t statistic i1s -15,43 meaning that
consumption growth is significantly lower in households without kids (Appendix 13).
Regarding time trend, it is not significant for the second quarter of 2011, the first and
second quarter of 2012 and for whole 2012. For the quarters of other years coefficients
are significant and in absolute terms consumption of services declined in every period
compared to the first quarter of 2011. The smallest consumption decline was in the
third quarter of 2011 and meaning it was 3,64% lower than in the benchmark period,
while the highest drop of consumption compared to the first quarter of 2011 was in the
third quarter of 2013 and amounted to 69,94%.

In the seventh model we regress the growth of consumption of “Transportation
expenditures” group’s goods. R-squared=0,0863, so independent variables explain
only 8,63% of the variability of consumption growth. When income grows by 1%, the
growth of consumption amounts to 77,07%. The t statistic is 30,53 and P>|t|=0,000, so
the coefficient is significant. When households increased in size by one adult, growth
of consumption was negative 7,86%, which is statistically significant since t statistic is
-6,24 and P>|t|=0,000. For households in urban area consumption was 1,45% higher
than for those in rural area. However, the t statistic is 0,57 and p-value=0,566 meaning
that coefficient is not significant. Households’ without kids consumption was by
18,11% higher than those with kids. The t statistic 1s 2,33 meaning that consumption
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growth is significantly higher in households without kids (Appendix 14). Regarding
time trend, it is significant only from the third quarter of 2015 till the forth quarter of
2017. Compared to the benchmark period consumption decreased at least by 22,77%
in the second quarter of 2017 and at most by 47,56% in the first quarter of 2017.

3.2 Summary on regression analysis

The eighth model was a regression of consumption per capita growth on income
per capita growth, area dummy, year and quarter dummies. R-squared=0,3971, so
independent variables explain only 39,71% of the variability of consumption growth.
When income per capita grows by 1%, the growth of consumption per capita amounts
to 66,61%. The t statistic is 333,72 and P>|t|=0,000, so the coefficient is significant.
For households in urban area consumption was 16,20% higher than for those in rural
area. The t statistic is 78,74 indicating that consumption in urban area was significantly
higher than in rural area (Appendix 15). Regarding time trend, it is significant for every
year and quarter. The benchmark year was 2011, relative to which in 2012 the growth
of consumption per capita was 2,61%, in 2013 — (-1,76%), in 2014 — (-6,01%), in 2015
—17,46%, in 2016 — 17,77%, in 2017 — 20,05%. The benchmark quarter was the first
quarter. In the second quarter consumption growth per capita was negative 12,17%, in
the third quarter - 4,41%, in the forth quarter — 7,21% compared to the first quarter.
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4 GRAPHICAL INTERPRETATION OF CONSUMPTION PATTERNS

From Graph 1, average households’ consumption of clothes increased gradually
from 2011 to 2017 by 64 706 tenge or 51,3% from 125 996 tenge to 190 702 tenge.
There was a slowdown in consumption growth in 2013-2014, then accelerated in
following periods.
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Graph 1. Average consumption of clothes.

Average consumption of home appliances and expenditures on repair also tended
to grow in reference period. Growth was very small from 2011 till 2014, but in the
following period of 2014-2015 growth was enormously fast as it can be seen on Graph
2 — from 57 131 tenge to 79 582 tenge (by about 40%). Overall, increase in average
consumption was 47,9% from 53 797 tenge to 79 582 tenge in 2011-2017. there was a
sharp rise from 2014 to 2015. It can be explained by tenge devaluation in 2015 and
price increase on import goods, which made consumption costlier and, therefore,
consumer spending increased. It follows that “Household maintenance” group is
mostly composed of import goods.
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Graph 2. Average consumption of household maintenance goods.

Average consumption of category “Utilities” increased slowly from 2011 till
2014 and from 2015 till 2017 compared to a dramatic rise in 2014-2015 period (Graph
3). In absolute value, growth in 2011-2014 was from 79 739 tenge to 105 319 tenge
(by 32,07%) and in 2015-2017 it amounted to 26 478 (by 8,34%) tenge, while in 2014-
2015 growth in consumption was 59 035 or by 56%. Fast growth in 2013-2015 can be
related to increase in expenditures on network and increase in cost of utilities like
electricity, water and heating. For example, in 2015 price on electricity was by 130%
higher than in 2009.
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Graph 3. Average consumption of utilities.

Growth of average expenditures on education was always positive except 2015-
2016 period when the sign of growth was negative. As it is shown on Graph 4, growth
was very fast in 2011-2013 — from 33 043 tenge to 39 499 tenge or by 6 456 tenge
(19,53%). It was followed by a slowdown in 2013-2015 and fell in 2016 from 39 862
tenge to 39 265 tenge - on even lower level than in 2013. Nevertheless, growth
recovered quickly and in 2017 average spending on education was 41 048 tenge.
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Graph 4. Average expenditures on education.

Healthcare goods and services experienced growth in its consumption from 2011
till 2014. In 2014 consumption sharpened at 37 106 tenge and fell dramatically to
21 253 tenge in 2016. Later, in 2017 it increased to 28 884 tenge, which was only 597
tenge higher than in 2011 (Graph 5).
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Graph 5. Average consumption of healthcare goods.

Average consumption of services dropped by little from 2011 to 2012 by 551
tenge, but in 2013 it declined dramatically to its lowest 61 336 tenge or by 14 751 tenge
as it is shown on Graph 6. In later period gradual growth changed with slowdown and
then consumption increased rapidly to 77 399 tenge, but level was still lower than in
2011. Overall, average consumption declined.
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Graph 6. Average consumption of services.

Average expenditures on transportation increased substantially from 2011 till
2015 from 9 043 tenge to 17 520 tenge or by 93,7%. But in 2015 trend changed to
decline and in 2016 expenditures fell to 10 652 tenge by 6 868 tenge, and in 2017
decreased further by 818 tenge to 9 835 tenge. Overall, average consumption increased
from 9 043 tenge to 9 835 tenge in given period as it is depicted on Graph 7.
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Graph 7. Average expenditures on transportation.
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CONCLUSION

The purpose of the research was to reveal consumption pattern in the Republic
of Kazakhstan. After objects of expenditures were categorized in seven groups,
consumption of each group was viewed from three perspectives: relative to
households’ income in given year and region, relative to total expenditures in given
year, region and area; on average across country.

The share of household spending on consumption in 2017 was 32% given that
the growth of income used for consumption was 57,5%.

Regarding shares of categories consumption in total consumer basket,
households used to consume “Clothes” category goods most in regions of Kazakhstan
excluding west but spending relative to total expenditures tended to decrease in the
observed period of 2011-2017. Spending on household maintenance on average
constituted to 11,7% out of total spending. Consumption of it declined in the central,
southern and western parts of the country, while it increased on the north and in the
east, Almaty and Nur-Sultan. Utilities were on the second place across the country
except north and west. Furthermore, in every region, excluding south, consumption
level increased during the observed period. Big cities — Almaty and Nur-Sultan — also
experienced growth from 2011 to 2017. “Services” category of goods’ consumption
presented negative trend across country in 2011-2017 period. The last three categories
“Education”, “Healthcare” and “Transportation expenditures” had a very small share
in total consumption. Spending on education increased only in the southern, western
parts and in Nur-Sultan, while in the rest of the country it fell. Healthcare goods and
services experienced decline in its consumption in the whole country except Nur-
Sultan. Transportation expenditures also decreased in the reference period though in
some parts — central, southern and eastern — it increased.

Share of consumption in income decreased from 2011 to 2014 with a slowdown
of income growth. However, from 2014 share of expenditure and income growth went
in opposite directions. In 2015 growth of income was the lowest while consumption
share was the highest. It is explained by characteristics of the environment or choice
situation - inflation, governmental policies (increase in utility price).

Regarding the composition of consumption, increase in clothes consumption in
2015 was not as sharp as for house maintenance goods. It leads to opinion that goods
for household maintenance were mainly imported, while clothes were domestic goods.

Thus, because of economic crisis in 2015 and following sharp rise in prices,
which made consumption of some goods unaffordable, households found themselves
on consumer survival standard desisting from expenditures on clothes, services,
education, transportation and healthcare, but increasing income share on spending on
utilities because of rising tariffs and high popularization of network services.
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Appendix 1

Consumption level in Akmola region

CLOTHES
Akmola region
urban area
2011 2012 2013 2014 2015 2016 2017
1 6 736 723 74835501 6011 820 7238 943 9 999 646 9 805 155 10 749 826
2 5808 632| 6914275 6368 970 7379 418 8 671 707 8390369 100918473
3 7637715 6817569 7314390 8 492 095 11492 835| 14 252 905 13 452 398
4| 10427 915] 8525367 8 558 415 9 555 328 11934 681] 14128 788 15500 029
total| 30 610 985[ 29 740 761| 28 253 595[ 32 665 784 42 098 869 46 577 217] 50 620 726
share 46,8 43,3 39,4 40,4 42,9 42,0 422
rural area
2011 2012 2013 2014 2015 2016 2017
1 68945001 10318978 9001875 10867950 12584220 14179214 16018209
2 6344100 7445970 8752905 10844825 11050459 11343830 13100514
3 8918390 9631960 10746750 11010000 14301940 17442884 19494799
4 12631493| 11556510 14985173 15460775 18108375 21482290 20606280
total| 34 788 483 38 953 418 43 486 703[ 48 183 550 56 044 994 64448 218 69 219 802
share 53,2 56,7 60,6 59,6 57,1 58,0 57,8
TOTAL| 65399 468| 68 694 179| 71 740 298 80 849 334 98 143 863| 111 025 435 119 840 528
SHARE 22,8 22,4 23,0 23,2 22,6 24,0 24,0
HOUSEHOLD MAINTENANCE
Akmola region
urban area
2011 2012 2013 2014 2015 2016 2017
1 2271542 2659313 2374842 2341126 4015211 4125897 4147728
2 3420711 2373356 3191458 2684199 4336212 4274471 4559347
3 3268678 3468217 3295456 3279023 3768035 5276078 7225888
4 3581915 2427614 2812412 3399322 3067329 4094102 5167047
total| 12 542 846[ 10928 500[ 11 674 168[ 11 703 670 15186 787 17 770 548 21 100 010
share 41,2 29,4 34,3 33,2 31,6 35,6 37,1
rural area
2011 2012 2013 2014 2015 2016 2017
1 2451455 5756644 4509310 4599831 8333052 6054818 7102467
2 5998972 7574847 8280347 8492585 8957304 9940009 11610151
3 5508776 8473105 5836052 6227489 7994463 8142283 8547519
4 3932147 4455701 3691341 4237538 7612773 8045875 8477016
total| 17 891 350[ 26 260 297 22 317 050[ 23 557 443 32897 592 32182985 35737153
share 58,8 70,6 65,7 66,8 68,4 64,4 62,9
TOTAL| 30434196/ 37 188 797| 33991 218 35261113 48 084 379| 49953 533] 56 837 163
SHARE 10,6 12,1 10,9 10,1 11,1 10,8 11,4
UTILITIES
Akmola region
urban area
2011 2012 2013 2014 2015 2016 2017
1 9999254 10701793 11183459 11778558 18402059 19249772 19939213
2 7112860 7053396 7656274 8323764 15403537 15678731 16387113
3 6710256 8091271 8444264 8472436 15766565 17779856 17641641
4 10187027 10007611 10761274 10499791 18678297 21130933 20937394
total| 34 009 397 35854 071 38 045271 39 074 549 68 250 458] 73 839292 74905 361
share 45,5 41,4 40,3 38,8 43,6 43,1 40,2
rural area
2011 2012 2013 2014 2015 2016 2017
1 8356558| 10857270 10312979 11105185 17830115 19559546 21870356
2 6305377 7528751 7314522 8465689 15281615 16989884 16690622
3 10919133 16024911 19474287 20700223 27373050 28629975 35091489
4 15184219| 16243916 19224132 21278679 27684801 32267167 38000736
total| 40 765 287 50 654 848] 56 325920[ 61 549 776 88 169 581 97446 572 111 653 203
share 54,5 58,6 59,7 61,2 56,4 56,9 59,8
TOTAL| 74774 684| 86 508 919] 94 371 191 100 624 325] 156 420 039] 171 285 864| 186 558 564
SHARE 26,0 28,3 30,3 28,9 36,0 37,0 37,4
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EDUCATION

Akmola region

urban area
2011 2012 2013 2014 2015 2016 2017
1 2082460 2296260 3634475 3725370 4907081 2767825 3897369
2 1524185 2564437 3026851 2591443 3688245 2629476 2904226
3 1914573 2037686 3121211 3126195 3419130 3306124 3905007
4 2288147 2553706 4036768 3476412 3438105 3284483 4217662
total 7 809 365] 9452089 13 819 305] 12919 420 15452 561 11 987 908 14 924 264
share 29,0 34,5 41,5 37,1 40,7 36,2 40,7
rural area
2011 2012 2013 2014 2015 2016 2017
1 5118250 5848155 4840730 6095983 6559298 5520275 5413289
2 3466045 3810370 3981364 4067489 4633060 4352450 4916466
3 4925341 3938482 6315311 6306235 5907725 5357135 5949145
4 5598897 4314213 4341613 5411760 5380232 5896438 5421007
total| 19 108 533] 17911 220[ 19479 018] 21 881 467 22480 315] 21126298 21699 907
share 71,0 65,5 58,5 62,9 59,3 63,8 59,3
TOTAL| 26917 898| 27 363 309 33 298 323| 34 800 887 37932876] 33114206/ 36624171
SHARE 9,4 8,9 10,7 10,0 8,7 7,2 7,3
HEALTHCARE
Akmola region
urban area
2011 2012 2013 2014 2015 2016 2017
1 2163789 2822881 2452721 3293083 1860590 1856649 2354385
2 1649131 2027054 2504671 3462182 1462966 2225838 2548830
3 1734294 2631500 2145097 3075637 1076048 2211495 2576780
4 2013698 2249751 2429296 3544683 1194880 1756165 1916045
total 7560912 9731186 9531 785] 13375585 5594 484 8 050 147 9 396 040
share 39,4 47,2 40,2 48,1 46,0 57,0 52,4
rural area
2011 2012 2013 2014 2015 2016 2017
1 3047566 3000355 3392736 4348311 1890630 2102265 1688365
2 3528512 2745966 3983816 3934243 1579445 1629100 2957285
3 2609053 2775130 3428846 3055371 1674170 1119513 1936973
4 2428564 2358240 3350539 3079488 1419350 1217185 1939350
total| 11613 695] 10 879 691 14 155937] 14417 413 6 563 595 6 068 063 8521973
share 60,6 52,8 59,8 51,9 54,0 43,0 47,6
TOTAL| 19174 607| 20 610 877| 23 687 722| 27 792 998 12 158 079 14 118 210| 17918 013
SHARE 6,7 6,7 7,6 8,0 2,8 3,1 3,6
SERVICES
Akmola region
urban area
2011 2012 2013 2014 2015 2016 2017
1 5357379 5739805 4832616 5412362 5589170 4965786 4893682
2 6625486 5602151 5289196 4977958 5614178 4320537 5415362
3 5639112 5903196 3915633 5015834 6238736 5842972 7688968
4 6953304 5551324 4205138 4768057 4795362 5022449 6563380
total| 24 575 281[ 22 796 476] 18 242 583 20 174 211 22 237 446 20 151 744 24 561 392
share 44,5 42,8 43,1 43,7 53,5 50,3 52,6
rural area
2011 2012 2013 2014 2015 2016 2017
1 7976231 8007760 6723575 7839768 5407910 4175158 4999945
2 7761772 7849790 5883733 6777434 4599360 6038915 5001572
3 6473785 7258760 4856754 4796725 3900821 4696956 5003268
4 8490356 7369691 6634414 6538688 5394250 5008554 7164305
total| 30 702 144] 30 486 001 24 098 476] 25952 615 19 302 341[ 19919 583] 22 169 090
share 55,5 57,2 56,9 56,3 46,5 49,7 47,4
TOTAL | 55277 425| 53 282 477| 42 341 059| 46 126 826 41539 787| 40 071 327| 46 730 482
SHARE 19,2 17,4 13,6 13,3 9,6 8,7 9,4
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TRANSPORTATION

Akmola region

urban area
2011 2012 2013 2014 2015 2016 2017
1 404000 810020 1540000 180000 3015350 66000 14000
2 110150 40750 1751000 49200 2418700 684000 190700
3 41920 883800 19500 8805000 138750 136000 268000
4 11000 5000 755700 4100 1725600 2032000 160700
total 567 070[ 1739 570 4 066 200 9 038 300 7 298 400 2 918 000 633 400
share 4,5 15,9 38,4 44,3 43,2 16,6 10,9
RURAL AREA
2