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Abstract

This article examines the role of Special Economic Zones (SEZs) as instruments of state regional and
educational policy, using the example of the “Qyzyljar” SEZ located in the border region of Northern
Kazakhstan. The study aims to identify the potential, constraints, and development prospects of the zone under
conditions of cross-border interaction and demographic challenges. Special attention is given to how SEZs can
contribute to human capital development through education, vocational training, and collaboration with
universities. Based on a multi-criteria comparative analysis of other Kazakhstani SEZs and the application of
an integrated efficiency index, the competitiveness of the “Qyzyljar” SEZ was assessed across key parameters:
investment attractiveness, sectoral diversification, export orientation, infrastructure quality, and workforce
education. A SWOT analysis was conducted to provide a comprehensive assessment of internal and external
factors influencing the development of the “Qyzyljar” SEZ, supplemented by policy, socio-economic, and
educational evaluation methods. The research highlights the need to improve the institutional and educational
environment, modernize infrastructure, enhance human capital through targeted training programs, and
strengthen cross-border cooperation. Practical recommendations are proposed for optimizing state policy in
regional, social, and educational development. The scientific novelty lies in formalizing an approach to
evaluating SEZ efficiency that integrates economic, social, and educational dimensions, positioning the
“Qyzyljar” SEZ as a pilot model for cross-border and knowledge-based growth.

Keywords: special economic zones; border regions; human capital; vocational education; workforce training; cross-
border cooperation; social and educational development.
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1. Introduction

In the context of intensifying globalization, market regionalization, and economic integration, the
issues of sustainable development in border territories are becoming increasingly significant within the
territorial development strategies of states. Due to their geographical specificity, border regions serve
not only as transit hubs and trade gateways, but also as spaces of geo-economic interaction-points of
contact between diverse economic, legal, and institutional systems. In this regard, the role of border
territories extends beyond local importance, directly influencing national security, integration policies,
and the sustainability of economic growth.

In addition to their economic and geopolitical importance, border regions also play a crucial
social and educational role. They serve as platforms for the development of human capital, vocational
skills, and community resilience. Within this context, the establishment of Special Economic Zones
(SEZs) contributes not only to investment and industrial growth but also to workforce education,
professional training, and the creation of new employment opportunities, which are essential for
sustainable regional development.

For the Republic of Kazakhstan, which possesses the second-longest land border in the world
(over 13,000 km), the comprehensive development of border territories has acquired strategic
importance. This is particularly relevant for the northern and north-eastern regions of the country
bordering the Russian Federation. The North Kazakhstan Region, located at the intersection of trade
routes and endowed with agro-industrial potential, simultaneously faces challenges such as population
outflow, deindustrialization, and investment stagnation.

One of the tools for stimulating economic activity in such regions is the establishment of Special
Economic Zones (SEZs), which provide a preferential business regime, create conditions for attracting
capital and technologies, and foster the formation of industrial clusters. Global and domestic
experience with SEZs demonstrates that their effectiveness depends on a wide range of factors—from
institutional design to logistical connectivity and political commitment (Baldwin & Krugman, 2004).

This study focuses on analyzing the role and potential of the Qyzyljar SEZ as an instrument of
state policy for the development of Kazakhstan’s border regions. Given the geopolitical specificity of
the region and the cross-border nature of its economic linkages, it is essential to assess the extent to
which this instrument can be effective within the specific regional context (Zhumagaliev, 2009).

At the current stage of Kazakhstan’s socio-economic development, the issue of territorial
imbalance remains among the most pressing challenges. Despite the officially declared concept of
balanced and inclusive growth, a significant share of border regions continues to face structural
constraints, including limited access to investment resources, infrastructural fragmentation, and high
vulnerability to external economic shocks. As spatial development priorities gain prominence in state
policy (e.g., the Kazakhstan-2050 Strategy, the Territorial Development Concept until 2025), there is a
growing need to reconsider and refine regional support instruments.

Special Economic Zones (SEZs), as a distinct mechanism of state support, are viewed as catalysts
for industrial growth and as focal points for investment attraction. Their adaptation to the specific
conditions of border economies is of particular significance, where key factors include access to
external markets, logistical integration, institutional flexibility, and cross-border cooperation. Within
this context, assessing the performance of the Qyzyljar SEZ is of both academic and practical relevance,
especially regarding the potential for scaling up and replicating successful practices in other regions of
the country.

The relevance of this study is determined by the following factors:

The need for a comprehensive evaluation of the Qyzyljar SEZ’s operations within the framework
of state policy for border-region development;

A shortage of empirical and applied research focused specifically on Kazakhstan’s cross-border
zones;
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The demand for evidence-based policy recommendations to improve the efficiency of territorial
development instruments.

Despite the existence of a legal framework, political support, and infrastructure investment, the
functioning of SEZs in Kazakhstan’s border regions continues to face several persistent constraints:

Investment inflows remain below projected levels despite tax and customs incentives. This can
be attributed to insufficient marketing support, non-transparent procedures, and limited awareness
among potential residents of the SEZ’s advantages.

Geographical remoteness from major production and distribution centers and the limited
capacity of transport corridors reduce the competitiveness of projects.

Outmigration of skilled professionals to metropolitan areas, coupled with low levels of vocational
training and a lack of industrial competencies, constrains the localization of high-tech manufacturing.

Despite proximity to the Russian Federation’s border, differences in currency regulation, customs
procedures, and technical standards hinder effective cooperation.

The absence of an integrated KPI system (Key Performance Indicators) for SEZs and the lack of
regular audits assessing their impact on regional socio-economic indicators.

1.1 Purpose and Objectives of the Study.

The purpose of this study is to assess the role and effectiveness of the “Qyzyljar” Special Economic Zone
(SEZ) as an instrument of spatial and cross-border development in the Republic of Kazakhstan, as well
as to develop proposals for enhancing its competitiveness and institutional resilience. To achieve this
purpose, the following objectives were set:
1. Analyze the current state and key characteristics of the “Qyzyljar” SEZ in the context of
national regional policy;
2. Conduct a comparative analysis of the “Qyzyljar” SEZ with other special economic zones in

Kazakhstan;

3. Apply index-based and SWOT analysis methods to identify the zone’s strengths and
weaknesses;

4. Formulate scientifically grounded proposals for improving the functioning of SEZs in border
regions;

5. Assess the significance of the SEZ for regional integration and sustainable development in the
North Kazakhstan Region.

2. Materials and Methods.

To accomplish the stated goals and objectives, a multi-criteria approach was employed, combining
quantitative and qualitative analytical methods. This approach enables a comprehensive assessment of
the effectiveness of the “Qyzyljar” SEZ within the framework of state policy on spatial and cross-border
development.

The quantitative assessment is based on the calculation of an integral efficiency index. SWOT analysis
was used as a qualitative interpretative tool to systematize the strengths and weaknesses of the
“Qyzyljar” SEZ, as well as to identify opportunities and potential threats to its development as an
element of the border economy.

In addition, the study incorporates elements of the case study method: a detailed analysis of the
specific case of the “Qyzyljar” SEZ is compared with analogous economic zones in Kazakhstan in order
to identify its competitive position and to formulate targeted recommendations.

All quantitative and qualitative evaluations are based on reliable and official sources, including
the Ministry of National Economy of the Republic of Kazakhstan; reports of JSC “Kazakh Invest” (2021~
2023); regional strategic documents and SEZ development programs; national programs for industrial-
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innovative development and digitalization; and expert analytical materials published in specialized
journals, collections, and mass media.

This combined approach ensures the scientific validity of the conclusions and the practical
applicability of the recommendations proposed in the article.

2.1 Scientific Novelty and Research Significance

This study contributes to the development of both theoretical and applied aspects of examining special
economic zones (SEZs) within the context of Kazakhstan’s cross-border policy. For the first time in the
domestic literature, a comprehensive analysis of the functioning of the SEZ Qyzyljar has been
conducted, with an emphasis on its territorial and economic characteristics, institutional constraints,
and potential for cross-border cooperation. Unlike the majority of studies that focus on the country’s
southern and central SEZs, this research centers on a northern border region, which makes it possible
to identify unique challenges, including depopulation, insufficient infrastructure, and limited
production capacities.

The scholarly significance of this work lies in substantiating the role of SEZs not only as
instruments of industrial growth but also as mechanisms for spatial alignment and cross-border
collaboration. The findings of the analysis refine the directions of state support for northern regions,
formulate proposals for diversifying the economic base of the SEZ, and enhance its investment
attractiveness. The developed approaches and conclusions can be applied in the strategic planning of
SEZ development in other border territories of Kazakhstan and neighboring countries.

2.2 Research Hypothesis

This study proceeds from the assumption that the effectiveness of special economic zones in
Kazakhstan’s border regions depends not only on the volume of investment but also on the level of
institutional support, sectoral diversification, logistical positioning, and degree of integration into
cross-border economic linkages. With adequate state support and comprehensive development, the
Qyzyljar SEZ can serve as a model platform for sustainable economic growth and cross-border
cooperation.

3. Literature Review

The study of the role of Special Economic Zones (SEZs) in the state policy of Kazakhstan’s border
regions requires engagement with a broad range of scholarly sources that address the theoretical
foundations of SEZs, the specifics of their functioning in developing economies, and the unique
characteristics of border territories and regional policy.

The theoretical basis for Special Economic Zones has been laid in the works of the classics of
institutional economics. Douglas North (North, 1990) conceptualized SEZs as forms of institutional
innovation capable of reducing transaction costs and stimulating economic activity. A. Harrison
(Harrison, 1994) examined the effectiveness of SEZs in an open economy, identifying tax incentives, a
simplified regulatory environment, and the localization of investments as the key instruments driving
their performance.

A number of international scholars, including Douglas Zhihua Zeng (Zeng, 2016) and Thomas
Farole (Farole, 2011), emphasize that successful SEZs generate clustering effects, improve logistics, and
serve as experimental platforms for economic reforms. For instance, in Special Economic Zones in Africa
(Farole, 20u), Thomas Farole highlights the importance of institutional support, procedural
transparency, and effective coordination among government agencies.

Within the post-Soviet context, significant contributions have been made by Russian researchers.
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R.I. Alekseev (Alekseev, 2020) and S.B. Avdashev (Avdasheva & Rozanova, 1998) view SEZs as tools for
the development of lagging regions, including border territories, and stress the need to adapt foreign
models to national specificities. Particular attention is paid to “growth pole” policies and cross-border
cooperation.

In Kazakhstan, SEZs have been actively developed since the early 2000s. According to the Ministry
of National Economy of the Republic of Kazakhstan (Ministerstvo natsional’'noi ekonomiki Respubliki
Kazakhstan, 2023), there are currently 13 SEZs in operation, each with different sectoral specializations.
Among them, the SEZ “Qyzyljar,” established in the North Kazakhstan Region, is of particular interest
in the context of cross-border cooperation.

Kazakhstani scholars such as Ziyabekov B., Kabakanova Yu., Pershina I. (Ziyabekov, Kabakanova,
& Pershina, 2023); Akhmetova A.A. (Akhmetova, 2025); and Shalbaeva A., Kulanova D., Abdikerimova
G., Mustafinov K. (Shalbaeva, Kulanova, Abdikerimova, & Mustafinov, 2023) analyze the performance
of SEZs, their institutional features, and their impact on regional economies. For example, Nurpeisova’s
work underscores the importance of state support and the need for alignment with industrial and
innovation development programs.

Border regions are considered a distinctive element of state territorial policy. According to V.A.
Kolosov (Kolosov, 2022), “borderland” is not only a geographical category but also a socio-economic
and political phenomenon. It imposes both constraints (infrastructural remoteness, demographic
vulnerability) and opportunities (foreign trade, cross-border cooperation).

In Kazakhstan, border regions, particularly the North Kazakhstan Region, face challenges such as
out-migration, population aging, and low investment activity. This is evidenced by studies conducted
by Alshimbayev D.U., Myrzakhmetov A.M., Yerimpashev A.T. (Alshimbaeva, Myrzakhmetova, &
Yerimpasheva, 2020), and Alimzhanov D.S. (Alimzhanov, 2009), which stress the need to rethink state
support measures for these territories.

From the perspective of regional development tools, SEZs can be analyzed within the frameworks
of Frangois Perroux’s “growth poles” model (Perroux, 1955) and Michael E. Porter’s “cluster initiatives”
concept (Porter, 1998). According to these approaches, the concentration of resources and institutions
in a specific location (an SEZ) can create a multiplier effect on the surrounding region.

In the Kazakhstani context, the appropriateness of using SEZs as an instrument for reducing
regional disparities has been discussed by Shakeev S.S., Nevmatulina K.A., Baibosynov S.B. (Shakeev,
Nevmatulina, & Baibosynov, 2021), and Kusainov Kh.Kh., Yesbergen R.9., Nurmanov A.O. (Kusainov,
Yesbergen, & Nurmanov, 2017). They emphasize that effectiveness depends on infrastructure provision,
investment climate, and quality of governance.

Despite these positive expectations, many studies indicate that SEZs in Kazakhstan demonstrate
limited effectiveness. Works by Nurkenov M.Zh., Konyrbekov M.Zh., Zhamkeev M.K. (Nurkenova,
Konyrbekov, & Zhamkeeva, 2020), and analytical reports from the Applied Research Center “TALAP”
(Talap Applied Research Center, n.d.) point to weak linkages between SEZs and the local economy, low
employment of the local population, and limited export capacity.

International authors such as Dorsati Madani (Madani, 1999) and Zeng also note that without a
comprehensive approach-including institutional reform, workforce development, and localization of
value chains-SEZs risk becoming “enclaves” with little sustainable impact on their host regions.

4. Results

Kazakhstan is an agro-industrial country, where agriculture remains the primary occupation for the
majority of the population. The agricultural sector employs 1.41 million people, or 15.3% of the total
workforce (compared to 17.9% in 2009).

According to its administrative-territorial structure, Kazakhstan is divided into 17 regions and 3
cities of republican significance. As of 1 March 2023, the country’s population stood at 19,808,430. The
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2021 Population Census, the results of which were published on 1 September 2022, revealed the
following ethnic composition: Kazakhs account for 70.4% of the population, Russians - 15.5%, Uzbeks
- 3.2%, Ukrainians - 2.0%, Uyghurs - 1.5%, Germans - 1.2%, and Tatars - 1.1%. Other ethnic groups,
along with individuals who did not declare their ethnicity, constitute 5.1%.

Situated in the very heart of the Eurasian continent, Kazakhstan covers an area of 2.7 million
square kilometers, making it the ninth-largest country in the world. To the north and west, it shares a
7,591 km border with Russia — the longest continuous land border in the world. The country also
borders China to the east (1,783 km), Kyrgyzstan to the south (1,242 km), Uzbekistan (2,351 km), and
Turkmenistan (426 km). The total length of its land borders reaches 13,200 km, and its coastlines are
washed by the waters of the Caspian and Aral Seas.

Kazakhstan, despite its vast territory, is the largest landlocked country in the world.
Approximately 44% of its territory consists of deserts, while 14% is semi-desert. Steppe zones account
for 26%, and forests cover only 5.5% of the land area. Despite its impressive size, population density
remains low - only 6.48 people per square kilometer - placing the country 184th globally. This results
in an uneven distribution of the population, particularly in regions rich in natural resources and
equipped with developed infrastructure, where industrial enterprises are concentrated. Such an
imbalance exacerbates economic disparities and creates socio-economic challenges faced by various
regions.

At the state level, measures are being taken to address these disparities. The key directions of
national development have been set out in the National Development Plan of the Republic of
Kazakhstan until 2025 and the National Security Strategy. One of the plan’s priorities is balanced
territorial development, which aims to enhance regional competitiveness. The main focus is on
reducing regions’ dependence on centralized governance and narrowing interregional gaps. However,
despite support for the most successful regions, challenges persist in lagging areas, including border
territories, where development is hindered by remoteness from administrative centers and
underdeveloped infrastructure. (Tokayev, 2020; Pravitel'stvo Respubliki Kazakhstan, 2019; Agentstvo
po strategicheskomu planirovaniyu i reformam Respubliki Kazakhstan, n.d.)

Border regions often face unique challenges, including migration, access to essential services and
resources, environmental protection, and the promotion of mutually beneficial cooperation with
neighboring states. These territories were first formally identified in the Regional Development Program
until 2020, which recognized them as important elements of economic growth. Border regions play a
particularly significant role in Kazakhstan’s relations with countries such as Russia and China, with
which it shares its longest borders.

In the current context, given the ongoing military situation between Russia and Ukraine, the
economic stability of Kazakhstan in the territories bordering Russia may be exposed to new risks. This
necessitates the development of new strategies for cross-border cooperation and the strengthening of
economic security in these regions (Zhanbyrbayeva, Mutaliyeva, Omarova, & Usubaliyeva, 2021).

Drawing on the theoretical perspectives of both foreign and domestic scholars, the author’s
interpretation of the scientific definition of the concept of “border territory” is as follows.

Border territories refer to areas of a state located in close proximity to its land or water
boundaries. These territories possess specific functional characteristics that are critical for ensuring
border control and national security. The main features of such territories include adjacency to the
border and the presence of infrastructure that enables surveillance and control over border crossings.

The concept of a “border region” is multifaceted and challenging to interpret unambiguously.
This is due to the fact that the term “region” itself is defined differently across various sources. Several
approaches exist to its interpretation, including geographical, social, economic, and integrated
perspectives. By synthesizing existing definitions, it is possible to identify key characteristics of a
region, such as similar natural conditions and a homogeneous economic specialization. However, none
of the existing definitions emphasizes the most critical element - the connections that form the region
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as a unified space. It is precisely the spatial approach that most fully reveals the essence of a region and
its functioning, taking into account the numerous internal and external interconnections.

In this context, a border region can be viewed as a special economic territory that is closely
interconnected with neighboring states. These linkages have a direct impact on the economy of the
region and its economic structure. Thus, a border region is a part of the country located in immediate
proximity to the state border and subject to the influence not only of domestic factors (e.g., customs
checkpoints or a special business regime) but also of the characteristics of the neighboring state.
Interaction with adjacent countries significantly affects the region’s economic activity and
development.

Contrary to common misconceptions, the border zone is not a “dead” space. Rather, it is a
dynamic area encompassing a variety of settlements, including cities and towns. These constitute an
integral part of the border zone and possess distinctive features of their socio-economic development.
Nevertheless, the developmental trajectory of such territories continues to be largely shaped by state
policy. In particular, emphasis is placed on supporting more prosperous regions - such as
agglomerations, hubs, and cities of various tiers - leaving less developed areas, including border
regions, with unresolved challenges persisting over extended periods.

Empirical evidence highlights the necessity for a more effective state regional policy, particularly
with regard to remote and border territories. Regular monitoring and evaluation of the implementation
of state development programs play a critical role in reducing regional disparities and creating
favorable conditions for the sustainable growth of border areas.

This need arises from the fact that strategic objectives - such as the spatial distribution of
productive capacities to establish new enterprises and the rational allocation of financial resources
across regions - are not always successfully implemented. This reflects a low level of governance
mechanisms, persistent inefficiencies in management by regional and local authorities, and the
underdevelopment of the self-governance system.

In his Address to the People of Kazakhstan, “Kazakhstan in a New Reality: A Time for Action”,
President K. Tokayev emphasized the urgent necessity to fundamentally reform approaches to the
country’s territorial and spatial development. He noted that Kazakhstan’s regions differ significantly in
terms of economic and industrial specialization, living standards, and the quality of public services.
Therefore, territorial development must be based on the competitive advantages of individual regions
(Tokayev, 2020).

In the northern cross-border region encompassing territories of both Kazakhstan and Russia,
approximately 30 million people reside across the two states. This area also includes several major
cities, among them million-plus population centers, which underscores the strategic significance of the
region for economic and social interaction. In this context, close cooperation with Russian authorities
and business entities emerges as a critical factor in promoting Kazakhstani products and attracting
investment. Such collaboration contributes to the development of Kazakhstan’s border areas,
enhancing economic potential and strengthening bilateral ties between the two countries.

Special Economic Zones (SEZs) are designated territories, including border areas spanning
multiple countries, established to stimulate economic development. They operate under preferential
policies, public and private financial subsidies, and a well-developed infrastructure that supports long-
term macro- and microeconomic objectives.

The primary objective of SEZs is to leverage natural, human, industrial, technological, and
financial resources to foster cross-border cooperation, strengthen linkages between border regions,
and enhance their economic development, interdependence, and complementarity.

Globally, the main types of Special Economic Zones include:
1.  Cross-border economic cooperation zones: In the European Union, such areas are known as
Euroregions. They represent transboundary structures with a special legal status, diverse
objectives, and resources, operating on the basis of intergovernmental agreements. An
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example is the Meuse-Rhine Euroregion, which covers territories in Germany, the
Netherlands, and Belgium. Established in 1976, it became the first officially recognized
transboundary SEZ in the world, earning the reputation of a “miniature Europe” due to its
high level of economic and educational development.

2. Transboundary growth triangles: These zones became widespread in East Asia and
subsequently expanded to other regions under the name “cross-border growth zones.”
Examples include the Tumen River Area Development Programme in the Russian Far East,
covering territories of Russia, China, South Korea, North Korea, and Mongolia, as well as
growth zones in the Mekong River Basin and the “Southern Growth Triangle” linking
Singapore, Malaysia, and Indonesia.

3. Border trade zones: These zones encompass areas on both sides of a border, facilitating
mutual trade and the production of goods for reciprocal exchange. For instance, along the
China-Myanmar border in Ruili Province, a border trade zone has been established with a
visa-free regime allowing Myanmar citizens to stay in China for up to 72 hours. The zone
fosters the development of trade, product processing, and tourism.

Examples of cross-border Special Economic Zones (SEZs) can be found worldwide. In the Western
Hemisphere, six such zones are in operation, including the Pacific Northwest Economic Region,
established in 1991 in the border areas of the United States and Canada, and recognized as one of the
most dynamic economic regions. In Africa, cross-border zones are often referred to as “growth
triangles.” One example is the ZMM, established in 2001 and encompassing Zambia, Malawi, and
Mozambique, which aims to foster trade and private investment through public-private partnerships.

SEZs operating within the territory of a single state focus on developing cross-border economic
cooperation with neighboring regions, enhancing the region’s level of economic development, and
improving the population’s well-being through the creation of additional employment opportunities.

In turn, the administrations of neighboring regions may strengthen mutual ties by establishing
joint free economic zones or industrial and trade complexes along the border. Such initiatives foster
shared economic interests, deepen cross-border cooperation, and strengthen integration processes
between countries.

In the Republic of Kazakhstan, 13 Special Economic Zones are already in operation (as noted
above), each oriented toward the development of specific sectors and territories. Among the most
prominent are the “Park of Innovative Technologies” SEZ in Almaty, the “Astana - New City” SEZ, the
“Ontustik” SEZ in Shymkent, as well as zones based on transport-logistics and industrial clusters, such
as the “Khorgos - Eastern Gate” SEZ, which plays a key role in the implementation of the international
“Belt and Road” initiative.

Against this background, the establishment of SEZs specifically in border regions acquires
particular significance. Such zones have the potential to alter the existing “balance of power” between
developed centers and peripheral territories, acting as catalysts for attracting investment, technology,
managerial practices, and socio-economic innovations. As a result, border regions gain a development
impetus, while the national economy experiences a redistribution of resources in favor of previously
lagging sectors — a strategically important advantage.

However, as the situation in certain regions of the country demonstrates, it is not always possible
to establish such spatial zones aimed at attracting substantial investment. The availability of economic
resources, comprising both production and human capital, is essential. Based on the economic
potential of the North Kazakhstan Region under our study, the implementation of the Resolutions of
the Government of the Republic of Kazakhstan on the establishment and operation of such zones is, at
present, not only feasible but also necessary.

The North Kazakhstan Region is part of the Northern macroregion of the national economy.
Geographically, it borders the Omsk, Tyumen, and Kurgan regions of the Russian Federation, which
significantly affects the dynamics of population, migration, and employment in cities such as
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Petropavlovsk, Bulaevo, Mamlyutka, and adjacent rural settlements. Furthermore, the imbalances
identified in these indicators directly influence the generation of the region’s Gross Regional Product
(GRP) and its socio-economic stability.

This macroregion is primarily specialized in agriculture, particularly grain production. At the
same time, the region also possesses industrial potential, the development of which was facilitated by
the establishment of the Qyzyljar Special Economic Zone pursuant to the Resolution of the
Government of the Republic of Kazakhstan No. 758 of October 11, 2019 (Pravitel'stvo Respubliki
Kazakhstan, 2019).

The Qyzyljar Special Economic Zone (SEZ) represents a distinctive example of territorial
development instruments in the context of border regions. As the only SEZ operating in the northern
provinces of Kazakhstan, adjacent to the Russian Federation, it encompasses a broad range of economic
activities. Specifically, the zone hosts the production and processing of food products, construction
materials, furniture, electronics, as well as engineering and agricultural machinery. One of the key
advantages of the Qyzyljar SEZ lies in the provision of tax and customs incentives to businesses, which
- when combined with state support for infrastructure projects — creates favorable conditions for
attracting investors.

Between 2019 and 2022, the Qyzyljar SEZ attracted a total of 18 billion KZT in investment, of which
more than 7 billion KZT constituted foreign capital. The production output of enterprises located
within the zone reached 47.7 billion KZT, while exports amounted to 1.9 billion KZT and tax revenues
to budgets at various levels exceeded 129 million KZT. These indicators demonstrate the positive
dynamics of the region’s industrial base development and the intensification of its foreign economic
relations.

One of the zone’s flagship enterprises is Petropavlovsk Electrotechnical Plant LLP, which in 2022
produced 1,318 transformers, approximately 94% of which were exported to the Russian Federation.
This underscores the successful realization of the region’s export potential. In addition, the company
CLAAS assembled more than 400 units of agricultural machinery - including tractors, combines, and
seeding complexes - over a two-year period. In the current year, production is planned to expand to
478 units, reflecting a stable growth trajectory.

At present, five new projects are being implemented within the SEZ. These include: joint
production of light-gauge steel structures for the agricultural sector (1.3 billion KZT); establishment of
agricultural machinery manufacturing by the German company Reimann (1.4 billion KZT); a reinforced
concrete products project with Russian investors (2.9 billion KZT); and the launch of the Nord Panels
woodworking complex, involving investments of approximately 8 billion KZT and the creation of about
500 new jobs. In addition, the resumption of a multidisciplinary hospital construction project with a
Turkish investor is planned, which is expected to enhance the quality of the region’s social
infrastructure.

The experience of functioning of Special Economic Zones (SEZs) in border regions demonstrates
that their successful operation can fundamentally reshape the relationship between the center and the
periphery. The presence of SEZs facilitates the concentration of investment in underdeveloped and
sparsely populated areas, which is particularly relevant for the North Kazakhstan Region. However,
comprehensive development requires systemic support—both through infrastructure projects and
institutional measures, including the simplification of administrative procedures and the expansion of
state support mechanisms.

At present, the North Kazakhstan Region ranks among the lowest in the country in terms of gross
regional product (GRP), accounting for only 1.6% of Kazakhstan’s total GDP. The GRP per capita stands
at 332.8 thousand tenge, placing the region 13th out of 17 nationwide. This situation underscores the
need to establish new growth points, one of which is the Qyzyljar SEZ. Its specialization, focused on
the non-resource sector of the economy, provides opportunities for structural transformation and for
enhancing the region’s investment attractiveness.
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The operation of the Qyzyljar SEZ exerts a multifaceted influence on the socio-economic
development of the region. Foremost, there is a positive trend in attracting investment. The creation
of a favorable investment climate has led to the establishment of high-technology enterprises within
the zone, thereby contributing to the growth of value-added production and the expansion of export
potential.

Secondly, the zone contributes to the creation of new jobs. The establishment of production
facilities within the SEZ helps reduce unemployment and increase the income levels of the local
population. This is particularly important in the context of sustainable migration and the outflow of
the working-age population from the northern regions of Kazakhstan. The effective implementation of
investment projects within the SEZ has a significant social impact, creating the conditions for
stabilizing the demographic situation in border areas.

A third important focus is the development of foreign economic activities. The geographical
location of the Qyzyljar SEZ, situated near the Russian border, determines its strategic importance for
the development of cross-border trade. The improvement of logistics and transport infrastructure
enhances the region’s transit potential, as well a

Despite the progress achieved, an analysis of the Qyzyljar Special Economic Zone (SEZ) highlights
a number of challenges. In particular, the zone continues to exhibit a relatively low level of economic
diversification, with development concentrated primarily in a few sectors. Ensuring long-term
sustainability requires diversifying production and expanding the range of industries, including
pharmaceuticals, IT technologies, agro-engineering, and logistics. Additional constraints include
institutional barriers such as bureaucratic procedures, insufficient interagency coordination, and a
shortage of skilled professionals.

To assess the performance of the Qyzyljar SEZ and develop recommendations for its further
development, it is advisable to conduct a comparative analysis with other special economic zones
operating in Kazakhstan. The country currently hosts 13 SEZs, each oriented toward specific sectoral
specializations, regional characteristics, and the strategic goals of the state. Comparative analysis
makes it possible to identify the advantages, limitations, and development potential of the Qyzyljar
SEZ within the context of Kazakhstan’s spatial and cross-border development policy.

For a comprehensive assessment of the Qyzyljar SEZ’s effectiveness and its potential within
Kazakhstan’s spatial development framework, a multi-criteria comparative approach was applied. The
core of the analysis is the integrated efficiency index of the zone:

where:
n
/= z Wi+ X
i=1

. wi — weight coefficient for each criterion;
. Xi —normalized value of the criterion;
* n — number of parameters considered.

The evaluation criteria include:
. volume of attracted investment;
. level of sectoral diversification;
. export orientation;
. employment  rate  (number of jobs per 1  billion in  investments);
. institutional infrastructure;

* geo-economic location and logistical potential.
For the baseline comparative analysis, five key SEZs in Kazakhstan were selected, representing diverse
geographic areas, economic profiles, and stages of maturity. The comparison was conducted using
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parameters reflecting the institutional and economic activity of the zones. The results are presented in

Table 1.

Table 1 - Comparative Analysis of Key Special Economic Zones (SEZs) in Kazakhstan

Parameters SEZ “Qyzyljar” | SEZ SEZ “Ontustik” | SEZ “Astana” | SEZ
“Khorgos” “Pavlodar”
Year of | 2019 2011 2005 2001 2011
establishment
Location Northern Southern South Central North-East
border area border area
Investment 18 billion KZT >600 >150 billion KZT | >1 trillion KZT | >400 billion
volume billion KZT KZT
Core Mechanical Logistics Textile, IT, fintech, | Metallurgy
industries engineering, pharmaceuticals | urban
agro-industrial development
complex
Export Russia China, CIS CIS CIS, Russia, CIS
orientation international
Socio- Local
economic role | development
Compiled by the author

Based on the data presented in the table, a subsequent analytical interpretation was carried out using
the formula for the integral efficiency index. The calculations make it possible to determine the relative
competitiveness of the Qyzyljar SEZ compared to other zones, to identify its strengths and weaknesses,
and to formulate proposals for its development directions. To provide a comprehensive and strategic
assessment of the zone’s potential, a SWOT analysis was applied, reflecting the strengths, weaknesses,
opportunities, and threats faced by the Qyzyljar SEZ in the context of its border location and spatial
inequality.

Table 2. SWOT Analysis of the Qyzyljar SEZ

Category Description
Strengths Strategic border location with the Russian Federation;
Support at the level of state policy;
Presence of operating export-oriented enterprises (CLAAS, PETZ);
Access to agricultural raw materials and land.
Weaknesses Weak sectoral diversification;
Limited logistics and energy infrastructure;
Shortage of qualified personnel;
Insufficient investment attractiveness compared to other SEZs.
Opportunities | Development of agro-engineering and cluster models in the agro-industrial
complex;
Cooperation with Russian regions in logistics and raw material supply chains;
Growth of cross-border trade and participation in Eurasian value chains;
Development of export potential in processing and mechanical engineering.
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Threats Population outflow and shortage of skilled workforce; need for investment in
human capital and cooperation with universities to reduce labor migration.
Institutional barriers (bureaucracy, weak coordination);

Competition with more developed SEZs in the south and in the capital;

Volatility of external demand and geopolitical risks.

Compiled by the author

The conducted SWOT analysis not only consolidates the current status of the Qyzyljar Special
Economic Zone (SEZ) but also evaluates its strategic prospects within the context of Kazakhstan’s
spatial and cross-border development. It reveals an uneven combination of internal and external
factors, highlighting both the potential competitive advantages of the zone and the challenges that
constrain its sustainable growth.

The strengths of the zone lie in its geo-economic location, proximity to one of Kazakhstan’s
largest trading partners - the Russian Federation - and its orientation toward high value-added
sectors, particularly mechanical engineering and agricultural processing. The establishment of CLAAS
production facilities and the Petropavl Electrotechnical Plant demonstrates the prerequisites for the
formation of an industrial cluster. With adequate institutional support, the zone has the capacity to
transform into a growth pole for the northern macro-region.

However, its weaknesses significantly hinder the realization of this potential. Industrial
monocentrism, shortages in engineering, transport, and energy infrastructure, as well as a deficit of
qualified personnel, are the result of the region’s generally depressed condition and the historically
entrenched underdevelopment of the border zone. The limited scale of the domestic consumer market
and the low level of entrepreneurial activity further reduce the region’s attractiveness to new investors.

The development opportunities for the zone are multi-vector in nature. Rising global demand for
processed agricultural products and the shortage of food resources in several countries create export
niches, particularly in the CIS and neighboring markets. The expansion of logistics corridors within the
Eurasian Economic Union (EAEU), the digitalization of customs and transit procedures, and the
development of cross-border cooperation with Russian regions (e.g., Kurgan, Omsk, and Tyumen
Oblasts) offer favorable conditions for integrating the SEZ into transboundary production chains. In
addition, the North Kazakhstan Region could serve as a pilot platform for the implementation of
sustainable agro-industrial technologies, bioengineering, and “green logistics.”

The threats identified in the analysis extend beyond external economic risks. Demographic
decline, population outmigration to more developed southern and capital regions, and widening
infrastructure and social disparities pose significant challenges. In the absence of systemic reforms and
comprehensive policy measures, institutional stagnation may intensify - manifesting in fragmented
decision-making, the lack of a unified development vision for the SEZ, and duplication of functions
across administrative levels. A further threat lies in the growing competition among SEZs within
Kazakhstan for scarce resources - investments, human capital, and logistics routes.

Population outflow and regional depopulation: addressing these challenges requires targeted
investment in human capital and vocational education. Establishing partnerships between the SEZ
administration, local universities, and technical colleges could facilitate dual training programs,
enhance workforce qualification, and reduce labor migration. Such collaboration would strengthen the
social sustainability of the region and align SEZ operations with the broader objectives of educational
and social development.

Therefore, the strategic management of the Qyzyljar SEZ requires a shift from an adaptive
operational model to a proactive strategy of spatial positioning. This entails integration into Eurasian
economic corridors, the creation of localized clusters with advanced processing capacities, the
establishment of incentives for labor mobility, and the development of an “institutional environment
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of trust” for investors. Transforming the Qyzyljar SEZ into a magnet for investment and human capital
will only be possible if internal barriers are eliminated and its full cross-border potential is mobilized.

The SWOT analysis of the Qyzyljar SEZ, complemented by index-based evaluation and
comparative analysis with other SEZs in Kazakhstan, has made it possible to determine the zone’s
integrated position within the national territorial development system. The analysis has not only
underscored the importance of Qyzyljar as an instrument of cross-border cooperation and a platform
for industrial growth but also identified critical points requiring state intervention and institutional
support. The established constraints — such as weak sectoral diversification, human capital shortages,
and infrastructural challenges - form the basis for shaping strategies aimed at improving the SEZ
model as a whole, and Qyzyljar in particular.

5. Conclusions and Recommendations

The findings of the conducted research demonstrate that Special Economic Zones (SEZs) play a
critically important role in Kazakhstan’s state policy, particularly in the context of spatial and cross-
border development. These zones serve as effective instruments for stimulating investment activity,
modernizing the economy, and enhancing regional competitiveness. This is especially relevant for less
developed and demographically vulnerable territories, such as the North Kazakhstan Region.

SEZs not only facilitate the attraction of foreign and domestic investment, but also generate new
employment opportunities, expand the production base, promote technology transfer, and improve
infrastructure. Collectively, these outcomes strengthen regional economic resilience, reduce social
tensions, and contribute to inclusive economic growth. However, in order to fully realize the potential
of SEZs - particularly under the conditions of a border location and population outflow—a targeted,
integrated, and balanced state policy is required.

Special Economic Zones can be viewed as an element of strategic program planning, embedded
within a broader framework of regional and industrial policy. Their influence extends beyond economic
indicators, encompassing such dimensions as spatial equity, security, and cross-border cooperation.
International experience, including that of China, South Korea, Turkey, and EU countries,
demonstrates that SEZs, when supported by appropriate institutional and infrastructural frameworks,
can become growth poles for the entire national economy.

Nevertheless, our analysis has also revealed a number of institutional and organizational
constraints. These include: limited diversification of the production base, restricted access to energy
and logistics resources, shortages of qualified personnel, insufficient interagency coordination, and a
lack of flexible investor support mechanisms at the local level. Furthermore, the current system for
assessing SEZ performance does not always account for social and spatial effects.

Based on the research results, several key policy directions can be proposed for improving the
development of SEZs, particularly in border regions:

1. Improving the regulatory and administrative framework. Transition to more adaptive
regulatory mechanisms is required, including a “one-stop shop” approach, digitalization of
permitting procedures, and the provision of tax incentives that account for regional impact.

2. Infrastructure modernization. Industrial parks, logistics hubs, and energy-intensive and
transport infrastructure near SEZs need to be developed. Ensuring territorial accessibility for
potential investors is of particular importance.

3. Human capital development. Through applied education, dual training, and business
partnerships, it is necessary to build a skilled workforce capable of supporting innovative
production.

4. Development of cross-border cooperation. Bilateral formats with neighboring regions should
be strengthened, including the creation of cross-border SEZs, unification of customs and
transport procedures, and coordination of strategic priorities.
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5. Monitoring and performance evaluation. The introduction of KPI systems based on a multi-
level approach (investment, social, and spatial effectiveness) will enable data-driven zone
management and informed decision-making.

6. Integration of SEZs into global value chains. International agreements, including those within
the EAEU, OIC, and SCO, should be leveraged more actively, alongside the creation of
conditions for the localization of export-oriented production.

7. Scientific and expert support for SEZ development. Engaging universities and research centers
in SEZ design, monitoring, and evaluation will improve decision quality, adapt zones to
emerging challenges, and stimulate innovation.

Furthermore, SEZs can serve as instruments for fostering social cohesion and human development. By
linking industrial policy with education and vocational training, SEZs like “Qyzyljar” can become
drivers of inclusive growth, supporting local communities and improving quality of life in border
regions.

In conclusion, the effective development of Special Economic Zones in Kazakhstan’s border
regions requires a comprehensive, multi-level, and adaptive approach that takes into account not only
economic and logistical realities but also social and demographic risks. The implementation of the
proposed directions will not only enhance the efficiency of SEZ Qyzyljar and similar zones but also
strengthen regional integration, economic resilience, and Kazakhstan’s competitiveness amid global
transformations.
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