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Abstract

An important development of the One Belt One Road Initiative (OBOR) is to
promote qualitative improvements in trade and trade regulation among par-
ticipating countries. This paper provides an analysis of bilateral trade between
China and Kazakhstan, covering a period of time from 2002 to 2017 and di-
vided into major trade categories. The main purpose of this work is to review
the bilateral relations between Kazakhstan and China and determine the de-
velopment of trade at the initial stage of the OBOR project. To solve this
problem, two analyses were chosen and, the results of this analysis may show
an increase in trade turnover in those product categories that were previously
stated in the project. Firstly, in order to investigate the gap of intensity, and
extensity bilateral trade positions used the Hummels-Klenow indices for ex-
port margins of trade. Secondary to assess the relationship at the intra-industry
level used analysis of the intra-industry trade (IIT) activities developed by
Grubel and Lloyd. The empirical analysis of the IIT index is represented as
partially balanced. China’s performance was analyzed as intensive in the main
elected categories such as the increase in the export intensity of trade in large
volumes in product categories. The development of the project is confirmed
by a numerical increase in interest in the categories stated in the project ear-
lier.
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1. Introduction

Different political, social changes and a fast-developing economy push forward
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countries to make trade relationships clear and profitable. There is a steady need
for increasing the efficiency of trade relations. In recent years, there has been an
enhancement interest in the project One Belt One Road (OBOR). OBOR was
presented by the Chinese state to improve trade ties and establish long-term po-
litical and economic relations. It is concentrated to connect the Asian, European,
and African regions. This project is represented by real and planned agreements.
The cooperation under this project resonates in Kazakhstan’s scientific literature
as having a positive impact on the overall cost of foreign trade between China
and the participating countries. There is a possibility of new trade relations be-
tween the countries under consideration (JSC Samruk-Kazyna, 2017). Authors
believe that the development of OBOR between the countries of participants will
help the qualitative improvement of trade and probably trade regulation (OECD,
2018). To date, authors are given the opportunity to consider the trade relations
between China and Kazakhstan under the project OBOR. Since the beginning of
the appearance, OBOR has passed comparatively not a big break, which can give
a comparison of the change of trade between countries. So this work basis on the
preceding years that give the possibility of the initial analysis of the effectiveness
of OBOR and the trade flows.

The development of this topic mentions previous works of Kazakhstan and
Chinese researchers. Allayarov & Li (2017) been analyzed trade before 2014, in
order of investigation it shows stable growth of bilateral trade, but not balanced,
China had a more stable position in growing export. Paper applied trade index-
es, such as the Grubel-Lloyd index and trade intensity index. Also in the work of
the scientists (Zhang et al., 2017) reflected, the study of trade potential of Ka-
zakhstan with China. The comparative advantage of the examined countries is
very strong. On the other hand, bilateral trade complementary holds difficulties
of intra-industry (IIT) surplus and deficiency. The findings are important for
improving the trade policy of the countries.

The main indicators are estimated based on intra-industry trade and export
margins of trade. One of the main assertions by Pak (2018), intra-industry trade
helps to conclude successful integration in different countries’ projects is the
statement about integrating countries in different international projects and the
main peculiarities of their specialization. In the profits remain countries special-
ize in the export and import of the same industries, if all the same countries
partners specialize in cross-sector industries exchange, the links are not durable
and in constant change. Until recently imperialist studies were based on the ex-
amination of distance coefficient affect transportation costs, in our time the em-
phasis is aimed at reviewing the effects of distance on the extensive and intensive
margins of trade. The following theory is the basis of the beliefs about the trade
relations of the countries being viewed. The consideration of this issue is based
on the theory (Giri, 2007; Heckscher & Ohlin, 1933), main provisions: there is a
tendency to export those goods for the manufacture of which are used available
in the country in excess of factors of production, other vises, to import goods for

the production of which relatively rare factors are necessary. Also, this theory is
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applicable to empirical analysis between developed and developing countries.
Describes (Helpman, Melitz, & Rubinstein, 2008) dynamic industry model, in-
troducing heterogeneity of products in the framework of the model of material
competition. So, decided to consider the balance of trade of Kazakhstan with
China and vice versa, as well as the search for the emergence of change in trade
rotation.

The main aim of this work is to consider the bilateral relations between Ka-
zakhstan and China and to determine the development of trade turnover at the
initial stage of the OBOR project. To solve this problem, two analyses were cho-
sen and, in turn, it is assumed that the results of this analysis can be unfavorable
in different categories. In this case, there are additional objectives of the empiri-
cal study such as the consideration of the main trading categories of goods and
their synchronization with the main directions of trade currently under the OBOR
project. The objective of the paper is to examine the current trade patterns of bi-
lateral trade of China with Kazakhstan during the period 2002-2017, under OBOR
injtiative by focusing on intra-industry trade and export margins of trade and
decided to consider the data in the full period and in different periods to identify
the potential development of the OBOR project in the selected categories.

2. Literature Review

2.1. A Brief Review of Kazakhstan in China’s Belt and Road
Initiative

China’s project One Belt One Road, one of the global modern initiatives, influ-
ence the development of the relationship between the countries of the region.
One of the directions of the project lies from China through Kazakhstan and
Russia to the Baltic Sea. Another direction also passes through Kazakhstan but
leads already to the Mediterranean Sea, which is one of the hubs of world trade.
Kazakhstan’s geographical advantage in the new Silk Road project is considera-
ble.

Visiting Kazakhstan in autumn 2013, President Xi Jinping put forward the
idea of joint construction of the economic belt of the Silk Road. Later in Indone-
sia, he announced the idea of joint construction of the Sea Silk Road XXI cen-
tury. Together they formed the initiative One Belt and One Road. The project
will cover many spheres of state development. Such as infrastructure construc-
tion, investment in industrial capacity, development of natural resources, eco-
nomic, financial cooperation, humanitarian exchanges, and environmental pro-
tection. The new conditions will create opportunities for integration of the trans-
port system into the logistic network of the Eurasian region, as well as entering
the growing markets of other countries. In order of this condition take part one
of the important directions is trade development.

Economic and social relations between Kazakhstan and China have evolved
over the long years. The attitude developed dynamically and productively, the

economic geographical position of the country played a big role as well as a
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strong relationship in cooperation at different levels of production. The last few
years have been allocated an increase in investment in the Kazakhstani economy.
Assumes favorable time for the country and the possibility of accelerating de-
velopment. The basic conditions created by Kazakhstan for investments and
trade are the quantity of the rich fossil, stable and growing economy, and also
protection of rights of investors. The country has prepared a successful platform
for advancement long-term integration projects and strengthening the connec-
tion of the economic zone.

At the same time, countries began to develop projects on the integration of
government infrastructure and the economic trading system. It became known
on May 22, in Astana at the 25th plenary meeting of the Council of Foreign In-
vestors under the President of Kazakhstan. The development of Kazakhstan as
international trade, logistic, business, and financial hub was considered. As presi-
dent (Nazarbayev, 2012) announced about the “New Silk Road project”: “Ka-
zakhstan should revive its historical role and become the largest business and
transit hub of the Central Asian region, a peculiar bridge between Europe and
Asia”. That led to the beginning of the mechanism of investment and trade de-
velopment in the country’s economy and the formation of the funds.

On May 7th, 2013, Chinese President Xi Jinping voiced a global project “One
Belt One Road Initiative” and confirmed long-term development in the direction
with the intersecting project a new Silk Road. That entailed the development of
various strategic models. The main concept of the project is the close coopera-
tion and development in all main areas, Chinese President clearly outlined it.
These five binding elements are policy coordination, facilities connectivity (in-
terconnection infrastructures), trade facilitation, financial integration, and streng-
thening the relationship between peoples (people-to-people exchange). Certain-
ly, all these areas will evolve and maintain relations with other countries. Chi-
nese companies are actively implemented by major investment projects. China
Kazakhstan cooperation was launched with a total investment of $53.5 million.
By (Xu, 2015) Kazakh-Chinese cooperation included 51 projects totaling worth
$27 billion. The number of Kazakhstan-Chinese enterprises also increasing. In
Kazakhstan 422 joint companies, the year-ago number of enterprises company
reached 353. The growth rate is 19.5%.

2.2. Overview of Bilateral Trade Relation between Kazakhstan
and China

OBOR is a major inter-regional project, provides an analysis of the project, and
describes the importance of building new partnerships and increasing the for-
mer. Further development of bilateral relations helps stable growth of trade rela-
tions. Further development and major problems for Kazakhstan in the project
OBOR describes by (Satke & Galdini, 2015). The long-forecast for the develop-
ment of Kazakhstan as a connecting hub between East and West is also exhi-
bited. The interconnected issue of contribution to export growth is the export of

old goods to old markets. The above problem allows finding one of the weak
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points of trade policy and the need for diversification products and partners.
Description of the increase in trade after the financial crisis is found in the lite-
rature (Simone, 2015; Sun, 2012). The increase in trade turnover at that time was
not balanced, but China was able to strengthen its position in trade relations
with Kazakhstan and occupied a leading position as a trading partner of Ka-
zakhstan. In research (Li & Edmonds, 2010) of Chinese trade with available coun-
tries was applied trade intensity index. China export and import to the Middle
East had a higher position and improving its volume, in the gravity model im-
port bias appears stronger.

Many researchers, when considering intra-industry trade, resort to analysis
(Grubel & Lloyd, 1975) in the intra-industry index. The work (Widodo, 2009)
examined the intra-industry trade of the East Asian countries (including China)
at different periods of time till the year 2006. East Asia region countries had
growth in the development of the trade relations, but mainly in the intra-regional
trade than in the inter-regional trade. In the work (Kim & Meng, 2015) China’s
significant period of raising the intra-industry trade is revealed. The period of
time 1987-2011 year showed great changes in the quality of China’s exported
goods. In the sphere of Kazakhstan trade, research of this issue is reflected in the
analysis of intra-industry trade of CIS countries. In a comparison of the CIS
countries, it was revealed that the manufactures countries have much higher in-
tra-industry levels than others (Shelburne & Pidufina, 2006).

The intensity of trade index applied by (Kojima, 1964) describing indicators
for mutual trade compared to the volume of their part in world trade. Results of
this study suggest trade can be more intensive if low resistance to trade is taken
place between countries. These indexes found a place in modern literature (Al-
layarov & Li, 2017). Investigation results of applying the above indexes to the bi-
lateral relationship between China and Kazakhstan identified that during the pe-
riod 1995-2014 years’ export intensity decreased but import intensity increase.
Conclude that Kazakhstan had a weaker position against China in trade rela-
tions.

The analysis of trade relations is also pursued in the literature (Dodonov, 2010)
analysis led to the conclusion about the main categories of trade, China is planned
for the energy sector of Kazakhstan, as well as the volume of trade in the middle
of its development.

Basically, scientific theories about intensive and extensive margins are consi-
dered with two different perception prisms. The first researchers rely on the
study of trade at the level of goods and conduct a decomposition of export growth
(Amurgo-pacheco & Pierola, 2008; Helpman, Melitz, & Rubinstein, 2008; Prusa
& Besedes, 2011). The second introduces firm data and find statistical differenc-
es in the volume of countries’ exports (Coughlin, 2012; Crozet & Koenig, 2010;
Hummels & Klenow, 2005). In this research, the analysis of intensive and exten-
sive margin will be used, based on the study (Hummels & Klenow, 2005). Re-
searches used trade margins to clarify the regularity, large economies trade more

than countries with small economies. The counterbalance is chosen or it pro-
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motes the increase of spectra of the goods that is extensive margin, or at the ex-
pense of increased trade flow that is the intensive margin. Complementing this
question to the basic theories of international trade (Evenett & Venables, 2002)
have considered that in statistics of bilateral trade dominate basically zero values.
Reflecting the zero values to the expansion of the trade relations sector is worth;
noticing in the work (Haveman & Hummels, 2004) described the gradual, timely
reduction of zero values, which means expanding the sector of trade relations.
The results of empirical analysis (Kehoe & Ruhl, 2013) reflected the importance
of export costs in the development of export growth.

The volume of trade between China and Kazakhstan tended to grow during
the whole bilateral relationship period. Especially intensively began to develop
since the 1999 year and had a second big leap in the growth of trade relations in
the 2010 year. Thus, for the period between 2008-2009 years and 2013 year, bila-
teral trade turnover decreased, but while a period of 1999-2003 years increased
in 5 times. During 2010-2011 years showed the gap between import and export
volume. Export of primary and mineral categories had 85% of the total export,
but import had a great number of categories (Sun, 2012). That shows unstable
and not balanced but increasing trade relationship. In the last five years, the
project is actively developing OBOR initiative that brings the potential for the
development of cooperation in the economic sphere. Consistent active growth of
trade in 2015 and 2017 years, the foreign trade turnover between Kazakhstan
and China on the results of 2016 amounted to 7.9 billion US$ which is 25.4%
below the 2015 year. Exports from Kazakhstan to China decreased by 23.1%,
amounting to 4.2 billion US$ (by reducing the supply of oil, uranium, zinc, pe-
troleum products, etc.). Import to Kazakhstan from China amounted to 3.7
US$ Thousand, which is 28% lower than the results of the 2015 year It is note-
worthy that Kazakhstan exported to China by $1.1 billion more than imported.
Thus, in the 2017 year, the export amounted to $5.8 billion US$ and imports 4.7
billion US$. China is one of the main partners of Kazakhstan in trade coopera-
tion (Satke & Galdini, 2015). From the Chinese side trade cooperation with Ka-
zakhstan stable increase in its volume from 432 million US$ in the 1992 year to
10.5 billion US$ in the 2017 year. Energy sector (oil, gas, and uranium) perspec-
tive cooperation areas in the recent time-continuous increase, synchronic trade
relation (Nuryshev, 2019). It is worth mentioning the increase in Kazakhstan
export and Chinese import. On the general trend of recent years both countries
increasing interest in trade. The recession between 2014-2016 years reflects global
crises. Occurring simultaneous recessions are related to the political change of
trade relations and financial crisis in Kazakhstan.

3. Methodology

The study’s purpose is to find out trade composition at the industrial level, to
determine balance and trade performance of bilateral trade, and provide a wider
understanding of trading before and during a particular time. Authors believe
that it helps to improve analysis of the first stage of project OBOR, the effective-
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ness of the project in trade relations. To investigate the gap of intensity and ex-
tensity bilateral trade positions of Kazakhstan and China in both markets, first of
all, used the Hummels-Klenow indices for export margins of trade developed by
(Hummels & Klenow, 2005). Also in the framework of this research will be ap-
plied analysis of the intra-industry trade activities of Kazakhstan and China, de-
veloped by (Grubel & Lloyd, 1975). This index is chosen to assess the relation-
ship at the intra-industry level, which helps to examine the impact of integration
processes on the development of intra-industry trade between Kazakhstan and
China.

3.1. The Grubel-Lloyd Intra-Industry Trade Index

Grubel & Lloyd (1971, 1975) intra-industry trade index is one of the main quan-
titative analysis tools, reveals the degree of trading power of one single industry.
By the research revealed types of intra-industry trade, both different types giving
a different explanation. In horizontal intra-industry trade based on product dif-
ferentiation, when export and import of the same category groups are defined in
the same processing level. In vertical intra-industry trade export and import of
product of the same category but in a different level of processing. Within the
framework of the given research, the interpretation of intra-branch trade will be
used, as trade relations between the same product group of Kazakhstan and China,
from both side economies. First of all, to compute the Grubel-Lloyd intra-industry
trade index is to choose the main product goods category in the bilateral trade
data. For this analysis selected 11 categories of product (consumer goods, inter-
mediate goods, and raw materials, chemicals, food product, fuels, hide and skins,
metals, minerals, textiles, and clothing, and vegetables). This analysis calculates
the degree of intra-industry trade between Kazakhstan and China in their trad-
ing partner relationship and vice versa. This analysis uses the adjusted Gru-
bel-Lloyd intra-industry trade index, defined in Equation (1).
Z|X ik -M ik|
o7, =1-&——— (1)

Z(Xik _Mik)

i

where, X is country /s export of product or industry &, M, is country /s import
of product or industry & Value is between 0 and 1. If it equals 1, then the in-
tra-industry trade of Kazakhstan and China is complete; in the case where the
Grubel-Lloyd index equals 0, there is only industry export or industry import. In
the case when one country just exports particular goods within the same catego-

ry of goods, intra-industry trade will be absent.

3.2. The Hummels-Klenow Indices for Export Margins of Trade

Based on the empirical researches developed by (Feenstra, 1994; Hummels &
Klenow, 2005), the export share of the country decomposed to extensive and in-
tensive margins. That brought measures for the management of products ex-

ported by the country. The main values of extensive and intensive margins of
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trade are highlighted as; the extensive margin measures the degree of diversity of
different products, while the intensive margin measures the intensity of export
for the selected product.

Following the methods adapted to geographical markets developed by (Hum-
mels & Klenow, 2005), analyze export margins indices for both countries Ka-
zakhstan and China during the years 2002-2017. In this research, intensive mar-
gins are Kazakhstan’s market share in the destination country China and other
vises. Extensive margins of trade are the share of China destination markets in
world trade, and the same for Kazakhstan side, represented in Equations (2) and

Equations (3).

i
ZdeG{ xd

B stG{ X:
XM,- _ ZdeG{ x;v (3)

m w
Z d=1 xd

where, 7's destination markets in world trade; let

M’ )

G! be the set of destination markets where i exports; x, be the dollar value
of 7s total exports of good & x be the dollar value of world exports of good d.

Positive country export to total national exports of the country, in both mar-
gins, equals to any numerical value between 0 and 1. Either by (Hummels &
Klenow, 2005) was constructed, the overall share of the country market exports

to another country or region, applied by Equation (4).

i
ZdeG{ Xy

TM' = XM+ IM' === — (4)

i

4. An Empirical Analysis and Result

Empirical analysis characterizes two-sided relations in the chosen poles of in-
fluence as a positive factor of trade relations. This supports the development of
the basic theory (Heckscher & Ohlin, 1933). Under the aegis of the consideration
of relations between China and Kazakhstan, other aspects of the theory influen-
cing the efficiency of trade export and import in the international arena were
lowered. Selected period 2002-2017 years, the database is a statistical statement
of World Bank, complemented by Ministry of National Economy of the Repub-
lic of Kazakhstan Statistics committee. In the works (Amurgo-Pacheco & Piero-
la, 2008; Feenstra, 2008; Helpman, Melitz, & Rubinstein, 2008; Hummels & Kle-
now, 2005) the same analysis was applied for the estimation of the relationship
model and the influence of intensive and extensive trade margins. The above
analysis took into account the distance between the traded countries and the
factor of the size of the market and the economies of the countries. These factors
were not involved in IIT and export margins analysis; the reason is the consider-
ation of bilateral development of trade, and not comparing its trade-economic

force with the trading countries. Speaking about the significance of economic
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development and the size of the market of developing countries allows analyzing
data with the account of privileged criteria in the direction of China. This is im-
portant in calculating the results, as one of the postulates read as follows, bigger
countries are exporting bigger and not only in volume but also in greater diver-
sity.

In this article, the presentation collected data for 15 years and analyzed the
relationship between trade indicators. These figures are compared to the stated
criteria for improving economic indicators. One of which is the comparison of
the declared categories of trade goods in the project. In this case, the amplitude
of the impact of greater demand for these goods increases, which confirms the
increase in the efficiency of the relationship. On the other hand, it may be the
material for the study of the project as a whole.

4.1. The Grubel-Lloyd Intra-Industry Trade Analysis

After the entire period of time covered in this work, there is a tendency to
strengthen the IIT trade between Kazakhstan and China, so in the categories of
raw materials, food products, fuels, and minerals (desire for 0), that takes a turn
for the complete specialization. Also in Table 1, there is an opposite value of the
intermediate goods, chemical, and vegetables category.

At the same time, Kazakhstan’s indicators are trying to leave the borders, but
the overall picture remains positive criteria of development and full specializa-
tion in most areas. We will apply a detailed overview in Figure 1 of such areas as

(raw material, fuels, minerals, and food products).

Table 1. Export decomposition of intra-industry trade and trade margins, Kazakhstan
and China, 2002-2017 years.

IIT China IM China XM China ITT Kazakhstan IM Kazakhstan XM Kazakhstan

2002 0.450217  0.064996 0.026792 0.246683 0.003652 0.026797
2003 0.489127  0.070624 0.032330 0.266458 0.004439 0.032339
2004 0.488749  0.075759 0.040313 0.327949 0.005445 0.040324
2005 0.471896  0.084701 0.048202 0.326809 0.005871 0.048216
2006 0.483336  0.090934 0.059411 0.322087 0.006313 0.059435
2007 0.495634  0.096439 0.073375 0.341643 0.007262 0.073407
2008 0.524740  0.101096 0.094052 0.395501 0.008679 0.094093
2009 0.564331  0.102703 0.080670 0.273443 0.007785 0.080718
2010 0.566717  0.110706  0.110292 0.267302 0.007142 0.110373
2011 0.548899  0.114475 0.153866 0.229730 0.008622 0.154066
2012 0.592605  0.119905 0.179781 0.236749 0.009311 0.180042
2013 0.581297  0.122532 0.229531 0.269518 0.007625 0.229694
2014 0.578104  0.130130 0.291449 0.282957 0.007383 0.291580
2015 0.520119  0.136410 0.340449 0.310943 0.005919 0.340512
2016 0.457699 0.133820 0.490259 0.325280 0.005299 0.490246
2017 0.362714  0.139754 0.565213 0.334866 0.006960 0.534972
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Figure 1. China (CN) & Kazakhstan (KZ) intra industry trade flows, raw materials, food
products, fuels, minerals, 2002-2017years.

The analysis of these categories shows a steady increase in the high IIT in the
commodity sectors. Manufacture production cannot be equated with raw mate-
rials according to the data of recent years. Approximation to the full specializa-
tion of these products found in the area of 2010. With regard to the situation last
5 years, raw materials and food product are moving to the values of IIT in these
areas, the remaining two categories (minerals and fuels) be categorized as almost
complete IIT.

The main categories of high-level IIT are established in Table 1 which means
aspiration to full IIT of all trade, to the low level of IIT in turn of a group of
products only used in IIT.

The collected data solves the problem of the IIT analysis; first, we stand out 3
(2002, 2014, 2017 years) presented in Figures 2-4 for comparison of the period
of IIT. The selection of these years timed to the OBOR project and the criteria
for the overall evaluation of bilateral trade. So the selected year’s trade composi-
tion changed to 2002 the strongest ties of the IIT between Kazakhstan and China
were textile and clothing, minerals, fuels, food products, raw materials. At the
end of the decade fuels, minerals and clothing approached the complete IIT, the
distance from the complete merger are vegetables, metal, and intermediate
goods. The last period is considered to be 2017, the decline occurs in high-level
IIT such as raw material and clothing. It is worth noting that the category of
consumer goods retains its position for the duration of the entire research pe-

riod, this product group is in the group of high IIT.

4.2. The Hummels-Klenow Analysis for Export Margins of Trade

Findings in research works (Feenstra, 1994; Hummels & Klenow, 2005), narrates
about the understanding of extensive export margins as getting each market
category equal to its share in the world’s exports of this category. A country with
a higher intensive export margin and lower extensive export margin, concentrate
exports in small quantity markets. In our case opposite comparison result, in-
tensive export margin lower and the extensive margin higher that means the
country coordinates its market in various categories, exported to a greater num-

ber of markets.
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Figure 2. China (CN) & Kazakhstan (KZ) intra industry trade flows, in product catego-
ries, 2002 year.
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Figure 3. China (CN) & Kazakhstan (KZ) intra industry trade flows, in product catego-
ries, 2014 year.
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—®—China 2017 —@—Kazakhstan 2017

Figure 4. China (CN) & Kazakhstan (KZ) intra industry trade flows, in product catego-
ries, 2017 year.

For consideration, the influence of the bilateral relationship margin again al-
located to the period category (2003-2011; 2011-2017 years). So Table 1 in 2002,
Chinese intensive margins (0.064996) and extensive (0.026792) were that gives

acceptable indicators for those years. The breadth of the presence of the Chinese
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market in the territory of Kazakhstan was also determined by the Kazakh side in
the elected categories took place the main reflection of the exported goods. Slow
growth by intensive margin was revealed in Kazakhstan in 2002 and takes his
position until today. In Table 2 during the time period from 2003 to 2013, Chi-
na’s intensive margin had high annual average gains in 2003 (8.7%) and 2005
(11.8%), the total increase of this period was 9.42%. The growth of Kazakhstan’s
intensive margin at the beginning of this period, in 2003 (21.5%) and 2004 (22.7%),
the average annual growth was high. As for 2011, the increase was by 20.7%
that’s given a new potential in the development of the intensity of trade turno-
ver. The extensive margin developed gradually with the growth of potential from
both trading parties. The average annual growth was China (22.43%) Kazakhstan
(22.45%) is the high degree of diversity of different products in bilateral trade. In
Table 3 second period from 2011 to 2017 years, a positive growth of Kazakhstan
(25.8%) and China’s (26.7%) extensive margin, the largest increase was seen in
2016 with growth indicators 44%. Data of the period since the beginning of the
OBOR stable volume growth in trading categories. As for the intentional side, a
positive increase is observed from China, the intensity of trading products re-
turned by 3.4% for the entire period, in 2014 the increase compared to the pre-
vious period was 6.2% and increase until the end of the period. Kazakh side per-
formed as a shortage of trading volume, the intensity of trade turnover with
China has returned by only 1.2% for the two-day period. There is a positive ex-
cerpt in 2017, the intensity increased by 31.3%. Figure 5 showing the overall
picture comparison of the period before the project and during the first years of
the OBOR project, only the intensity of Kazakhstan trade has a negative value
and is a decrease in growth by —0.5%. In turn, other indicators of growth for
2014-2017 years also lag behind the previous period in the difference of 0.7% -
2.4%.

Table 2. The average percentage (%) of the intensive (IM) and extensive (XM) margins of trade, China and Kazakhstan,
2003-2011 years.

IM China % XM China % IM Kazakhstan % XM Kazakhstan %

2003 0.070624056 8.7% 0.032329803 20.7% 0.004438859 21.5% 0.032339108 20.7%
2004 0.075759287 7.3% 0.040312832 24.7% 0.005445076 22.7% 0.040324311 24.7%
2005 0.084700949 11.8% 0.048201736 19.6% 0.005870905 7.8% 0.048216117 19.6%
2006 0.090933597 7.4% 0.059411099 23.3% 0.006312987 7.5% 0.059435263 23.3%
2007 0.096438673 6.1% 0.073375104 23.5% 0.00726213 15.0% 0.073407247 23.5%
2008 0.101095974 4.8% 0.09405169 28.2% 0.008678884 19.5% 0.094093026 28.2%
2009 0.102702884 1.6% 0.080670441 -14.2% 0.007784706 -10.3% 0.080717525 -14.2%
2010 0.110705518 7.8% 0.110291937 36.7% 0.007141515 -8.3% 0.110372714 36.7%
2011 0.114474878 3.4% 0.153865831 39.5% 0.00862191 20.7% 0.15406628 39.6%

% 9.42% 6.53% 7.69% 22.43% 0.68% 10.70% 7.70% 22.45%
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Figure 5. Comparison margins of export during the periods 2011-2014; 2014-2017 years.

Table 3. The average percentage (%) of the intensive (IM) and extensive (XM) margins of
trade, China and Kazakhstan, 2011-2017 years.

IM China % XM China % IM Kazakhstan % XM Kazakhstan %

2011 0.114475 3.4% 0.153866 39.5% 0.008622 20.7% 0.154066 36.6%
2012 0.119905 4.7% 0.179781 16.8% 0.009311 8.0% 0.180042 16.9%
2013 0.122532 2.2% 0.229531 27.7% 0.007625 -18.1% 0.229694 27.6%
2014 0.130130 6.2% 0.291449 27.0% 0.007383 -3.2% 0.291580 26.9%
2015 0.130130 4.8% 0.340449 16.8% 0.005919 -19.8% 0.340512 16.8%
2016 0.133820 1.9% 0.490259 44.0% 0.005299 -10.5% 0.490246 44.0%
2017 0.139754 4.4% 0.490259 15.3% 0.006960 31.3% 0.490246 9.1%

% 12.8%  3.4% 32.2% 26.7% 0.7% 1.2% 31.7% 25.8%

5. Conclusion

Kazakhstan and China have been in economic relations since the formation of
Kazakhstan as an independent state. After years of cooperation, countries have
managed to increase trade. Trade has mostly always focused on privileged cate-
gories of goods related to the geographical surplus from Kazakhstan and pro-
duction capacity from China. This uneven distribution has led to unbalanced
trade relations. That for the most part did not interfere with economic growth,
but gradually there is a need to change trade relations to more profitable. This is
due to the growing interest of countries in more profitable cooperation and
agreement. Therefore, the emergence of the OBOR project has prompted the
development of its personal strategies to improve the work of the economic un-
ion. For its part, Kazakhstan joined the project and took a geographically im-
portant position in it. Returning to not quite balanced trade relations, it was
worth paying attention to how these relations will change with the development
of the OBOR project.

Answering the question of how to realize the potential of the OBOR in the
macroeconomy, empirical analysis of the IIT index is represented as partially
balanced. To a greater extent, IIT trade is developing in the commodity indus-

tries sectors, the energy sector (oil, gas, and uranium) is promising areas of co-
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operation in recent years. Accordingly, the categories (minerals and fuels) are
classified as almost fully balanced IIT. This confirms the growing interest in the
trade sectors represented in the draft OBOR. Further development of the project
involves the development of other sectors of trade. The development of the
project is confirmed by a numerical increase in interest in the categories stated
in the project.

Empirical analysis considering the increase in the export intensity of trade in
large volumes in product categories, China performance analyzed as intensive in
the main elected categories presented the intensity of Kazakhstan in supplies to
China reaches a loyal level in raw material, metal, mineral. The development of
extensive trade flows between Kazakhstan and China is characterized as a stable
chronicled relationship. In the bilateral trade market, these countries emphasize
the full extensity of flows, which characterizes their trade flows as trade in a
larger number of goods. Comparing 2 periods of time (2011-2014; 2014-2017)
the period of time at the initial stage of OBOR is characterized by a decrease in
the percentage of the extensiveness of flows. Improving product diversity will
increase the key indicators of inter-industry trade efficiency. As the study showed,
the increase in turnover of the same product categories does not significantly af-
fect the indicators of bilateral trade between Kazakhstan and China which sug-
gests developing potential for greater variation in product categories in bilateral
relationships. The results of this study reveal the need for diversity in trade ele-
ments. It should be assumed that Kazakhstan needs to introduce exports of
manufactured products and equate it with resource export. In this case, both
trade margin indicators will be equated to the coefficients of Chinese exports to
Kazakhstan.
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