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HOUSING POLICY IN THE REPUBLIC OF KAZAKHSTAN:
PROBLEMS AND POSSIBLE SOLUTIONS

In this article, the authors analyzed the main normative legal acts
in the field of housing and communal infrastructure. An analysis of
existing public housing programs was also carried out, and a number of
differences in public housing programs of different years were investigated.
The article describes the state of housing legislation of the Republic of
Kazakhstan, discusses the provisions of the new Concept of housing and
communal infrastructure development for 2023—2029 and its key problems.
The authors of the article argue that the housing market is a complex,
multifaceted sector with economic, regional, social, cultural, physical,
environmental and financial nuances. This is a long-term asset for the
population with an often-inelastic supply, when the demand for housing
cannot increase the volume of housing construction, as a result of which
housing prices rise. A successful public affordable housing policy requires
that all these nuances be taken into account on both the supply and demand
sides. A public affordable housing policy should include a deep qualitative
analysis of the needs and types of housing solutions that would be suitable
for different groups of the population in terms of price, location, housing
design, size, and so on.
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Introduction

The housing issue, which is so acute in the country now, is the prerogative
of the Republic of Kazakhstan. In almost each country, there is a problem of
providing housing for citizens that do not have the opportunity to purchase an
apartment or a house due to their small incomes.

In Kazakhstan, ensuring housing affordability for the general population
has become an official priority since June 2004, when the first state housing
development program for 2005-2007 was approved by decree of the Head of
State. Then such housing affordability and housing construction programs were
periodically and sometimes too often updated. In March 2023, the Government
approved the «Concept for the development of housing and communal
infrastructure for 2023-2029», where one of the issues under consideration was to
increase housing affordability for the general population [1]. In November 2023,
the Mazhilis of the Republic of Kazakhstan approved in the first reading a draft
law on housing policy reform proposed by the government, where the key issue
was providing affordable housing to the population.

Despite the fact that, since the middle of the two thousandth years, the
authorities have given priority attention to the issue of housing affordability
in Kazakhstan, until today the government has never carried out a systematic
analysis of the effectiveness of measures that have been taken over all these years
to ensure housing affordability for the general population. Moreover, Kazakhstan
lacks a coherent state policy to provide affordable housing and there is no normal
comparison of current measures with world best practices, analysts say.

Materials and methods

In the process of work, theoretical analysis of legislative and regulatory acts
on the research topic, descriptive and statistical method, comparative analysis,
dialectical method, empirical method of observation were used.

Results and discussions

As an example, consider the last two documents related to the state policy
of affordable housing in Kazakhstan.

In November 2023, the draft law on housing policy reform was approved
in the first reading in the Mazhilis of the Republic of Kazakhstan, although this
document was originally published in November 2020. According to the analysts
at Halyk Finance, although the title of this document speaks about the reform of
housing policy, in fact, it is impossible to understand from this draft law what
housing policy in Kazakhstan is [2]. Also, the proposed changes and additions to
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the legislation can hardly be called a reform, and in most respects the proposed
changes do not correspond to the best international experience. Two key reforms
can be distinguished from a very large draft law. The first concerns the withdrawal
of the bank, and the second refers to the «<new model of housing distribution» for
those in need.

The first key reform of housing policy, according to the authors of the bill,
should be the transformation of the Otbasy Bank into a national development
institute, which will carry out centralized accounting, installation and distribution
of housing for all categories of needy citizens of Kazakhstan [1]. However, giving
the Reserve Bank the authority to register, set up and distribute housing for
socially vulnerable segments of the population has nothing to do with the role of
development institutions in the economy of any country, since this refers to the
functions of social state institutions, the analytical note says.

The Development Plan of the National Management Holding «Baiterek87
provides a good international definition of development institutions [3]. In
particular, it states that development institutions are specialized financial
organizations that have been established to support the development of the private
sector in developing countries. The main goal of development institutions is to
overcome the so—called market failures in order to solve problems that cannot be
optimally implemented by market mechanisms, to ensure sustainable economic
growth and economic diversification [3].

Also, in the concept to the draft law, it was written that, taking into account
the exceptional role of Otbasy Bank in the development of public housing
policy, the bank will be legally assigned a special legal regime involving the
implementation of its operations without a license from an authorized body
(without a banking license). According to analysts at Halyk Finance, this is also
a completely unacceptable decision [2]. «... According to the best international
experience, financial development institutions should be regulated in the same
way as private financial organizations in full. The creation of regulatory and
supervisory arbitration in a situation where the Otbasy Bank actually remains a
bank and carries out all banking operations can lead to unfair competition in the
banking services market, which directly contradicts the essence of development
institutions.

In addition to giving the Otbasy Bank the authority to register, set up and
distribute housing for socially vulnerable segments of the population, the bill proposes
to radically change the principles of housing distribution, as well as changing the
methods of state assistance in providing housing to those who are registered in need
according to the requirements of the law On Housing Relations» [4].

313



TopaiireipoB yauBepcuteTiHiH Xabapmisickl, ISSN 2710-3552  Oxonomuxanvix cepus. Ne 4. 2024

The concept for the draft law, which was published in November 2020,
states that the annual increase in the number of citizens on waiting lists in need of
housing in accordance with the requirements of the Law «On Housing Relations»
significantly exceeds the pace of construction of social housing. It also notes
that at the current rate of housing construction, it will take more than 18 years to
provide housing for all citizens who are on waiting lists, and this is without taking
into account the annual increase in new citizens (mainly young people) in need of
housing [1]. And although the document does not say this directly, it seems that
this was the impetus for changing the criteria for those in need of housing and
for changing government measures to provide housing for those in need. At the
end of 2023, the number of waiting lists for housing (people who require state
assistance in providing housing) was 646 thousand people, and about 40 % of
the waiting lists were civil servants and employees of budgetary organizations.

The concept to the draft law emphasizes that, according to paragraph 2 of
Article 25 of the Constitution: «conditions are being created in the Republic of
Kazakhstan to provide citizens with housing. The categories of citizens in need of
housing specified in the law are provided for an affordable fee from public housing
funds in accordance with the norms established by law.» That is, according to
the Constitution, the state must build public housing (so-called social housing),
and then it must distribute it among those in need (for rent or ownership) for an
affordable fee [5].

According to analysts, this article of the Constitution severely restricts state
support measures for housing affordability for young families, socially vulnerable
people and people with low incomes. In general, we can say that the construction
of public housing funds contradicts the best world practice, analysts say.

Judging by the explanations of the authors of the concept to the bill, the state
does not have time to replenish public housing funds, and because of this, the
queue of those in need of housing is not decreasing, but growing [1]. Therefore,
the government proposes in the Law «On Housing Relations» to tighten the criteria
for the concept of «in need of housing» in order to reduce the queue of those in
need. The bill also drastically reduced the possibilities for transferring public
housing to private ownership to that in need [4].

Now, the Government support measures aimed at improving housing
conditions for those in need in accordance with the law will be limited only to
the following measures:

1 provision of rental housing without the right of redemption from the housing
stock of local executive bodies;

2 subsidizing part of the rent for housing rented in a private housing fund;
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3 provision of preferential mortgage housing loans through the housing
construction savings system;

4 provision of housing certificates.

It should be noted that in article 67 of the Law «On Housing Relationsy,
priority categories were removed, for example, such as mothers with many
children, the World War II participants and citizens whose housing was recognized
as emergency, but they left and even strengthened the priority for civil servants,
employees of budgetary organizations, military personnel, cosmonauts, employees
of special state bodies and for persons holding state elected positions [4]. According
to the changes in the law, they will be provided with office housing from the
housing stock of state institutions and state-owned enterprises, which in some
cases may become private property for residents.

As mentioned above, in March 2023, the Government approved the «Concept
for the Development of housing and communal infrastructure for 2023-2029»
(hereinafter referred to as the concept), where one of the issues under consideration
was «increasing housing affordability for the general population.» This concept
replaced the state program of housing and communal development «Nurly Zher»,
which existed since December 2016.

The latest version of the Nurly Zher state program for 2020-2025 was
approved in December 2019, and the key indicators of this program related to
housing affordability are given below [6]:

1 By 2025, the annual volume of housing commissioning from all sources
of financing will increase to 20.7 million m2 per year.

2 By 2025, the housing supply will reach 26 m2 per resident.

3 By 2025, the housing affordability ratio will be 9.5 years.

In general, we can say that the Nurly Zher state program was very well
focused on providing affordable housing for the general population and it fully
described the unified housing policy of the state. In particular, the overall goal
of the program was to «increase the accessibility and comfort of housing and the
development of housing infrastructure», and it included the following tasks [6]:

Task 1 Implementation of the unified housing policy.

Task 2 Rational provision of high-quality drinking water and sanitation
services to the population.

Task 3 Modernization and development of the housing and communal sector.

Task 4 Major repairs and renovation of the housing stock.

Task 5 Improvement of architectural, urban planning and construction
activities.

Unlike the Nurly Zher state program, the new «Concept for the development
of housing and communal infrastructure for 2023-2029» has ceased to focus on
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a unified housing policy or on ensuring housing affordability, which is already
evident from the title of the document. And although the document talks about the
balanced development of housing construction and ensuring housing affordability
for the general population, however, the priority of this task was reduced in favor of
«improving the quality of housing and communal services through the development
of the communal sector.» Also, another key problem of the current concept is the
standard disease of all state program documents — this is the lack of an analysis of
the execution and analysis of the correctness of the approaches of previous state
programs in Kazakhstan. For example, the new concept does not at all analyze how
the plans were implemented and what problems arose during the implementation
of the Nurly Zher state program. At the same time, plans for an annual increase
in the commissioning of new housing have been drastically reduced.

Since the concept now does not plan to increase the annual commissioning
of new housing at the same rapid pace, the government decided to stop planning
such a key indicator as «Housing provision in m2 per 1 persony». In 2022, housing
provision in Kazakhstan amounted to 23.6 square meters. m per 1 person, while the
UN social standard for developing countries is 30 m? per person. For example, the
level of housing provision in developed countries such as the USA and Germany
is 70 m? and 50 m? per person, respectively [7].

In addition, the concept does not provide explanations and target indicators
on how and in what period the queue of citizens registered in need of housing will
decrease in accordance with the requirements of the Law «On Housing Relations»
[4]. As discussed earlier, at the end 0f 2023, the number of waiting lists for housing
(people who need state assistance in providing housing) was 646 thousand people.
Based on the current pace of construction of new social housing, it will take almost
20 years to provide housing for all citizens who are on waiting lists, and this is
without taking into account the annual increase in new citizens in need of housing.

It is worth noting that in comparison with the concept, despite the shortcomings
and inconsistency with the best international experience, the Nurly Zher state
program described in great detail the implementation of a unified housing policy
in Kazakhstan. In the old state program, in accordance with the best international
practice, the unified housing policy was clearly focused on creating a balanced
housing market both on the supply side (construction) of housing and on the
demand side for housing from the population [6]. Unfortunately, the «Concept of
Housing and Communal Infrastructure development for 2023-2029» no longer
considers these two sides of housing affordability and the measures proposed in
it are described very vaguely and generically.

The housing market is a complex, multifaceted sector with economic,
regional, social, cultural, physical, environmental and financial nuances. This is a
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long-term asset for the population with an often inelastic supply, when the demand
for housing cannot increase the volume of housing construction, as a result of which
housing prices rise. A successful public affordable housing policy requires that
all these nuances be taken into account on both the supply and demand sides [§].

Obviously, there is a clear need to strike the right balance between helping
low-income and vulnerable populations and improving the housing market for
the middle class. Moreover, government measures to ensure housing affordability
must necessarily consider both the demand side for housing and the supply side
(construction) of housing [6]. The well-functioning public housing policy includes
two essential components:

1) atargeted system of government subsidies and other government assistance
for low-income and socially vulnerable populations;

2) government measures to optimize the housing market on the supply and
demand side in order to make housing affordable for the middle class without
significant costs on the part of the state budget.

Ifyou look at all the past government programs related to housing affordability
in Kazakhstan, we can say that almost all such state programs were focused on
the low-income population and ignored the problems of housing affordability for
the middle class, which in developed countries is the largest social group of the
population, which is the driver of economic prosperity.

All the past government programs related to housing affordability in
Kazakhstan have not conducted a thorough qualitative analysis of the needs and
types of government measures that would be appropriate for different groups
of the population in terms of price, location, housing design and size. It was
only in the Nurly Zher state program for 2020-2025 that the so-called «housing
affordability ladder» appeared for the low-income population, in which various
state measures to provide housing were proposed for each category of citizens,
depending on income level [9].

In general, international studies have a negative attitude towards public
housing construction. The economic and social efficiency of budget investments
in public social housing is considered to be the lowest in comparison with other
government measures to ensure housing affordability. Also, this approach directly
hinders the development of market relations in the housing sector. International
studies have noted that very often the construction of public housing is prone
to corruption, is more expensive than private housing, is of lower quality,
such housing is poorly located, and compact social housing sites often become
disadvantaged areas [10].

An analysis of the situation in different countries shows that the construction
of public housing is a relatively unpopular measure, mainly due to a lack of budget
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funds. In general, according to analysts, it can be noted that instead of building
public social housing, international experience offers various more effective
government measures for low-income people who cannot afford a bank mortgage.
For example, it is proposed to subsidize rental housing in the private sector or
various government assistance to private developers for the construction of cheap
rental housing, and so on [10].

It is obvious that mortgage loans are not suitable for people with low incomes
as a government measure to provide housing. People with low incomes do not have
the opportunity to pay off a mortgage from their income even at very low market
rates, and they have a very high risk of termination of mortgage payments. All over
the world, mortgage loans (as a financial market tool) are aimed at the category
of people with medium and high incomes. Therefore, when the government
intervenes in the mortgage market to improve the availability of mortgage loans,
the main task of government measures should be the availability of mortgages for
the middle class, and not for the low-income population.

Ensuring the availability of mortgages is a multifaceted task. From a
macroeconomic point of view, the state must first do everything possible for
adequate and stable growth of real incomes of the population so that they reach
the level of developed countries in the shortest possible time [10]. Systematic
work is needed to reduce inflation, which will reduce interest rates on mortgage
loans and increase real incomes of the population. The government should also
actively fight poverty and unemployment. In addition, it should reduce the level
of the shadow economy, where the population receives unofficial income that
cannot be shown to the bank to obtain a mortgage.

Until today, one of the main instruments of the state policy of affordable
housing in Kazakhstan has been preferential mortgage loans at rates several
times lower than market ones [9]. However, from the point of view of mortgage
development in the financial system of Kazakhstan, preferential mortgages from
the state do not contribute to, but hinder the development of market relations and
competition in the mortgage market.

Today, banks have an excess of money that they can and want to use to
provide mortgages. However, banks borrow money on the market at market rates
and, accordingly, they cannot issue loans at a cost below interest rates on their
obligations. When the state begins to issue mortgages at below-market rates, it acts
as a direct competitor for banks and prevents them from developing the mortgage
market on market conditions [10].

Government financing at low interest rates is limited in volume. Therefore, the
government is drafting a state program in such a way as to primarily help people
with very low incomes with cheap mortgages. At the same time, the mortgage
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market for people with average incomes is not developing, because if there is
a cheap government mortgage on the market, no one wants to take out a more
expensive market mortgage.

In the current affordable housing policy in Kazakhstan, one of the main
approaches of state assistance to developers of inexpensive housing is the provision
of loans at very low interest rates. The main benefit from such subsidies is provided
by developers, and not by buyers or tenants of housing, who are the main target
group of state programs. In addition, the distribution of public money at low
interest rates for developers creates a favorable environment for corruption and
leads to an increase in inflation in the whole country.

There are different methods of government assistance for developers who do
not violate the market-oriented approach. One of the most recommended methods
is the provision of land and/or infrastructure for the construction of low—cost
housing at the expense of the state. From this point of view, research highlights
the importance of long-term urban planning in order to stimulate the construction
of mass housing. By giving land and infrastructure free or at a low price, the state
can set certain conditions, especially in terms of housing for low-income people.

Conclusions

The «Concept for the development of housing and communal infrastructure
for 2023-2029», approved by the government in March 2023, remained the
only government document that somehow describes the state policy on housing
affordability in Kazakhstan. This document has stopped focusing on a unified
housing policy or on ensuring housing affordability. Moreover, although the
document indicates a balanced development of housing construction and ensuring
housing affordability for the general population, however, for some reason the
priority of this task was shifted to second place after «improving the quality of
housing and communal services through the development of the communal sector,»
analysts emphasize.

Another key problem of this concept is the standard disease of all state
program documents — the lack of analysis of the implementation of past plans and
analysis of the correctness of approaches of previous state programs in Kazakhstan.
The document also carried out a very weak and subjective analysis of international
experience in public housing affordability [1].

In this regard, Kazakhstan needs a separate document on a full-fledged
state policy of affordable housing, which should contain an objective analysis
of past government measures and government programs, as well as an objective
analysis of the best international experience. The document should have a clear
understanding and differentiation of the role of the state and the private sector in
ensuring housing affordability. A public affordable housing policy should include a
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deep qualitative analysis of the needs and types of housing solutions that would be
suitable for different groups of the population in terms of price, location, housing
design, size, and so on. It is necessary that this extremely important state policy
be discussed and agreed upon in Parliament and the government, since all changes
in legislation on affordable housing should be made on the basis of an approved
state policy in this area.
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12Kasryreinyonarsl Kaparauas! yHHBepCHUTETI,

Kazakcran Pecryomukacsl, Kaparanmst .,

S[llepxan Myprasa aTsIHIAFEl XATBIKAPATBIK

Tapa3 THHOBaUUSIBIK HHCTUTYTHI,

Kazakcran Pecybmukacel, Tapas K.,

*TopaiirpipoB yHuBepcuTeTi, Kazakcran PecriyGiukacs, ITaBmonap K.
17.09.24 . 6acnara TYCTi.

09.10.24 . Ty3eTyaepiMeH TYCTi.

11.11.24 . 6acsIn meIFapyra KaObUIIaHIBL.

KA3AKCTAH PECIIYBJMKACBIHIAFBI TYPFBIH Y
CASICATBI: MOCEJIEJIEP )KOHE MYMKIH
BOJATBIH HIEIIIMJIEP

Byn maxanaoa asmopaap mypevin yii-koMMyHAIO0bIK UHDPAKYPLLTLIM
CanacelHOassl Hezizei HOPMAMUBMIK-KYKLIKMbIK aKminepoi manoaowvl.
Condati-ak, Kon0aHblCmagvl MeMIeKemmiK mypaoiH yii 0a20apiamaiapoiia
manoay Hacanovl HaHe IPMYPLi HCvbLI0APOaAzbl MeMieKemmiK
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MYpevlH Y 6a20apramaniapvinoagvl OipKkamap aublpMAaibliblKmap
zepmmendi. Maxanaoa Kazaxcman Pecnybnuxacvinviy Typevin yi
3AHHAMACHIHBIY JHCAU-KYUI CUNAMMANEAH, MYPEbIH YU-KOMMYHALObIK
uH@paxypolivimost Oameimyowvty 2023—2029 xeviioapea apranean icana
MYIACOIPLIMOAMACHIHBIY epedicesiepl JicaHe OHbIY Hezi3el npodiemanapvl
Kapanaovl. Makana agmopaapsl mypavli yii Hapblabl IKOHOMUKATLLIK,
Alimakmoix, aneymemmix, MaOeHU, QUIUKATLBIK, IKOIOSUSIBIK HCIHE
KapoiCbLIbIK, HIOAHCMApbl 6ap Kypoeii, KON Kblp/ibl CEKMOp 0en Canaiovl.
Byn mypavin yiice 0e2en CYpamvlc mypevli yil KYpPblIbICbIHbIY KOIEMIH
yreauma aimagan Kezoe, mypeviH yiu 0AeacbiHbly OCYiHe aKeain
COKMbIpamult, Kobinece cepnimoi emec YCbiHblCbl OAp XaANblK YUiH Y3aK
Mmep3im0i akmus. Konocemimoi mypevin il caiacblnoagvbl mabvicmol
MeMAeKemmIK Cascam OCbl HIOAHCAPOblY OAPAbIZbIH €Ki HcaKman 0a
eckepyoi manan emeoi.

Kinmmi co30ep: mypevin yil 3a4HAMACHI, MEMIeKemmiK mypebiH
Y bagoapramacol, mYpeviu yi KYKblabl, UNOmeKd, a21eyMemmik cascam.

K. H. Mamenosa', b. B. JJockanuesa®, A. C. Kaowiposd®, I'. I'. Axmemosa’
2Kaparananacknii yausepeutet KazmorpeGeorosa,

Pecny6sinka Kazaxcran r. Kaparanna,

3MexayHapoansiii Tapasckuit THHOBanmoHHBI MHCTHTYT

nmenn llepxana Myprassl, Pecry6nuka Kazaxcran r. Tapa3

‘TopaiireipoB yHuBepcuTeT, Pecriyonuka Kasaxcran r. [TaBiomap
IToctynuno B penakmuio 17.09.24

[octynuio ¢ ucnpasienusmu 09.10.24

IIpunsaro B meuvats 11.11.24

KNJINIHASA MTOJNTUKA B PECITYBJIUNKE KA3AXCTAH:
MPOBJIEMBI U BO3BMO’KHBIE PEIIEHUSA

B Oaunoii cmambe agmopvl NPOAHANUIUPOBAIU OCHOBHbIE
HOPMAMUBHO-NPABOGLLE AKMbL 8 00IACMU IHCUTUWHO-KOMMYHATLHOU
ungpacmpyxmypul. Taxoice 6bi1 NpoGedeH aAHANU3 CYUECMBYIOUWUX
20CY0aAPCMBEHHBIX HCUTUWHBIX NPOSPAMM U UCCIe008AH PO PA3IUYUL
6 20CYOAPCMBEHHBIX JHCUTUWYHBIX NPOSPAMMAX pasuvix jiem. B cmamve
ONUCHIBAEMCSl COCMOSIHUE JHCUTUUHO20 3aKOHo0amenbcmea Pecnybnuxu
Kazaxcman, paccmampusaromcesi nonooicenust hogou Konyenyuu pazeumusi
HCUTUUHO-KOMMYHATbHOU un@pacmpykmypol Ha 2023-2029 20061 u ee
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Kouesvie npobdnemvl. A8mopvl cmamvu ymeepicoarm, ymo pblHOK
JHCUNBSL - DO CIONHCHBIU, MHO202PAHHBIU CEKMOP ¢ IKOHOMUYECKUMU,
PEeCUOHANbHBIMU, COYUALbHBIMU, KVIbMYPHLIMU, PuU3UYECKUMU,
IKONOSUYECKUMU U PUHAHCOBLIMU HIOAHCAMU. DMO 00NI20CPOUHDLIL AKINUEG
015 HACENeHUsL C 3a4aACmYI0 HeINACMUYHBIM NPeON0NHCEHUEM, KO20d CNPOC
HA JHCUNbE He MOXCEm YEeTUUUMb 00beMbl HCUTUUIHO20 CIPOUMENbCMEd, 8
pe3yrvmame ye2o YeHsl Ha HCUlbe pacmym. Ycenewnas 20cyoapcmeeHnas
noaumuKa 6 obaacmu 00CMYRnHO20 HCUTbs mpedyem yuema 8cex dMmux
HIOAHCO8 ¢ 00eUx CIOPOH.

Kntouesvie cnosa: scunuugnoe 3akoH00amenbcmeo, 20Cy0apCcmeenHast
HCUNUWHASA NPOSPAMMA, HCULUWHOE NPABO, UNOMEKd, COYUANbHAS
NnoAUMuUKaA.
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