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In the modern world, there is a process of mixing economic theories and
policies in government management, which is associated with a reorienta-
tion to the service sector in developed countries, the formation of new eco-
nomic leaders, an increase in competition and new forms of trade. In these
conditions, it is necessary to analyze existing economic theories of state
governance. This study analyzes Keynesian and monetarist approaches to
the regulation of macroeconomics, identifies their main patterns and fea-
tures. As an object of analysis, it was decided to consider the countries of
the EECCA (Eastern Europe, Caucasus and Central Asia) region, which are
carrying out socio-economic reforms for the transition to a market economy,
where special attention was paid to Kazakhstan, as one of the leaders in
the region in terms of economic development in recent years. The result of
the study is the conclusion that countries use both theories in government,
but Keynesianism is used to a greater extent and monetarism to a lesser
extent. The tools of Keynesian theory most typical for EECCA countries are
stimulating demand in the labor market by creating new enterprises, stimu-
lating investment in the state, and carrying out tax reforms. The monetary
component is manifested in the management of inflation, the government's
credit policy to stimulate the market, and the management of the exchange
rate. It is this combination of tools that creates the greatest effect today,
which is confirmed by this study and the assessments of experts from inter-
national organizations.

75



INTRODUCTION

In the twentieth century, two important trends emerged in economic theory: Keynesianism and mon-
etarism, which describe macroeconomic trends from different positions. J.M. Keynes in his economic
theory offered completely new, different from the classical and neoclassical predecessors, principles of
regulation of the economies of countries. Thus, he rejected the non-interference of the state in the econ-
omy and, on the contrary, saw in this a decisive role in preventing crises and unemployment. Only the
state can prevent crises, regulate the labor market and achieve full employment.

The idea of economic freedom is realized if the state does not interfere in the economy (Velieva,
2016). State intervention is justified only if socially important goals are achieved that are not related to
production efficiency (military-industrial complex), it is also possible in the form of budget incentives, but
subject to the attraction of real resources to the production process (Velieva, 2016).

At the moment, the border between monetarism and Keynesianism has blurred (Moiseev, 2018).
One of the important lessons of monetarism is that long-term inflation depends ongtheétmoney supply and
its stabilization is in the hands of the issuer. Thus, it is possible to target the money,supplyyand, for ex-
ample, in 2017, among the countries of the former USSR (the Union of Soviet SocialistlRepublics), Bela-
rus adhered to this policy, while Azerbaijan adhered to a mixed policy (Moisgev, 2018). Monetarists be-
lieve that economic instability is the result of a violation of monetary regufation. They explain economic
crises by the processes that take place in the sphere of money circulation.

The new concept of the labor market - the Keynesian theory of employment - contradicted the classi-
cal theory of employment and argued that capitalism does not have thegnechanism that regulates em-
ployment, that full employment of the population is an accidentalhus, the main difference between the
Keynesian market model and the classical one is the need foristate regulation of employment, including
by influencing the population's savings and stimulating investment. Keynesian concept of the labor mar-
ket examines the problem of employment and unemployment on a national scale as a whole. The main
difference from the classical school is the influence of aggregate demand (AD) and aggregate supply (AS)
on each other. Unemployment is a central issue infKeynesian economics (Palley, 2019).

According to new trends in monetarismgthe economy is divided into markets for goods and labor,
which are not equally influenced by monetary policy. Government influence can manifest itself in an ex-
panded cash supply and increased liquidity ofsfirms that subsequently enter the labor market to acquire
employees. Monetarists see a positivg longiterm relationship between inflation and unemployment (Moi-
seev, 2018).

The type of country is alsofimportant in the regulation of the labor market and the choice of the eco-
nomic basis for this. Accordingsto the degree of development of the market economy, countries are di-
vided into developed, “developing®and countries with economies in transition. Within the framework of
this study, countries with‘@conomies in transition are considered in more detail, which are moving from a
planned to a market ecomomy. Most of them are countries of the former USSR or EECCA countries. These
include: Azerbaijan,“Armenia, the Republic of Belarus, Georgia, Kazakhstan, Kyrgyzstan, the Russian
FederationgTajikistan, Turkmenistan, Ukraine and Uzbekistan. At the moment, since the 1990s, having a
common econemicpast, they are actively reforming the economy in order to transit to a market type of
economic system¢ Therefore, they are of interest for studying, finding general trends and exceptions, as
well as identifying the prevalence of the tools of one or another economic theory in government.

Differences in the labor market between emerging economies and developed economies are: in de-
veloping economies, wages are highly volatile and procyclical, as are employment volatility; labor market
institutions in emerging market economies differ significantly from those in developed countries (Coskun,
2019). For example, in the EU, the average wage level over the past 3 years has remained at about the
same level, fluctuations were at the level of 1 percent (Trading Economics, 2020).

Although the labor force is the least changing part of the labor market, ignoring it can have negative
consequences. Stabilization of unemployment entails volatility in the supply of jobs, stimulating employ-
ment (Campolmi and Gnocchi, 2016)
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With the transition of the former Soviet republics to a market economy, it is important to adopt an ef-
fective economic theory for government. There is an opinion that in the Russian Federation this should
become Keynesianism, which developed during the Great Depression and, which suggests that obtaining
full employment in a market economy is not possible. According to Keynesianism, it is possible to
achieve full employment of the population only with government support. Thus, one of the tasks of this
study is to substantiate the most appropriate conceptual framework in the regulation of the labor market
in countries with economies in transition.

The aim of this study is to assess the proportion of Keynesian and monetarist methods in the com-
plex of measures that EECCA countries are implementing to regulate the labor market. The research
tasks are: 1. Analysis of the peculiarities of EECCA countries' transition to a market economy from the
point of view of their attitude to Keynesianism or monetarism. 2. Study of the labor market in the EECCA
region and substantiation of the most appropriate conceptual framework for labor market regulation in
countries with economies in transition. 3. Research of the labor market of one of the leaders of the re-
gion, in this case - Kazakhstan, to assess its attitude to one or another economic theorys\'he choice of
this country is due to the fact that at the moment Kazakhstan is among the leaders of thesEECCA region
(in particular, Kazakhstan took the 2nd place after Russia in the rating of the ‘global, eompetitiveness
index in 2019). This may also be related to the change of power that occurréd forithe first time in the
country, which may be a factor destabilizing politics in the region. Thereforep iiS'hecessary to assess the
real vector of the country's economic policy in order to propose in furtherstudi€s'more applied develop-
ments for diversifying the risks of a turbulent environment.

1. RESEARCH METHODOLOGY

To achieve the goal and objectives of this study, as well as, toteonfirm or refute the study hypothesis,
the following methodology is used: a description of the reform“process in various sectors in the EECCA
countries to highlight patterns and general trends. In"addition, an analysis of the labor market of the
countries of the region and Kazakhstan, in partigular, will be used in order to highlight Keynesian or
monetary methods of regulation in this area, Statistieal analysis of the labor market in Kazakhstan, as
well as such indicators as inflation and population, GDP per capita will help to substantiate the conclu-
sions made. To describe the research restilts, a comparative method is used, which is based on the con-
sidered data.

To study the experience of Azérbaijangan interdisciplinary synthesis was used to form an analytical
summary based on national regulations,in the field of reform. Thus, Azerbaijan, like all post-Soviet coun-
tries, is faced with the need far market reforms, which has been especially aggravated by the influence of
the IMF on the countryls economicgolicy against the background of the implementation of the credit line.
The reforms were of a similamnature to other countries - the former republics of the USSR: the formation
of market relations, privatization, and the creation of various forms of ownership. A distinctive feature of
Azerbaijan is its,oil"and gas industry and foreign investments attracted thereby. The agreements signed
with foreignfCompaniesson the sharing of oil and gas fields reflect that the government is stimulating
investment inflows. The ongoing economic reforms in this country are typical for post-Soviet states - mar-
ket liberalization, privatization, modernization of the tax and banking systems. Azerbaijan was among the
first countries in the region to pass legislation protecting foreign investment, thus stimulating inflow into
the country. Besides, according to the legislation of Azerbaijan, foreign investors have the right to take
part in privatization. With the adoption of the Tax Code, tax rates on profits started to decrease, VAT ap-
peared, and a simplified tax system was introduced for small entrepreneurs.

The main macroeconomic indicators of Georgia were compared. In 1999-2003, the first economic
reforms were carried out in Georgia, which included reducing the role of the state (privatizing enterpris-
es), liberalizing trade, aimed at reducing inflation and stabilizing the exchange rate of the national cur-
rency. That is, there is mainly a monetary approach.

Change in socio-economic indicators in the period 1991-2018 is presented in Table 1.
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Table 1. Basic socio-economic indicators for Georgia, 1991-2018

Indicator 1991 | 1998 | 2001 | 2007 | 2008 | 2009 | 2015 | 2017 | 2018
GDP nominal, US ; 36 | 32 | 102 | 12.8 | 10.8 | 140 | 151 | 16.3

$ billion
GDP per capita
(PPP), thous. Int$ 5.6 3.2 3.7 6.5 6.7 6.5 9.0 9.7 10.2
Inflation, % - 3.6 4.7 9.2 10.0 1.7 4.0 6.0 2.6

[0)

Unemployment, % | 124 | 111 | 17.4 | 179 | 183 | 141 | 139 | -
of labor force
Population, mil-
lion people
Public debt, % of
GDP

Source: Grigoriev et al., 2019.

- 4.3 4.0 3.9 3.8 3.8 3.7 3.7 3.7

- - 613 | 255 | 312 | 41.0 | 414 | 451 | 445

Further economic reforms in the early 2000s continued to liberalizefth€ market and increase in-
vestment attractiveness, as well as develop the private sector. The law allewing the privatization of en-
terprises in virtually all sectors of the economy further showed the monetarist nature of the reforms in
Georgia. The implemented tax reform provided for a reduction in the types!of tax collections, a reduction
in the income tax rate from 20% to 15%.

The descriptive method was used to study the Russian experience. In the Russian economy in transi-
tion, there is a sharp change in the relationship betweenftheyrates of various processes, in comparison
with the changes characteristic of stable economies:\Namely, price indices and indicators in current pric-
es become fast variables, and indicators in realiterms <kelatively slow variables, which is not inherent in
a stable economy (Malkova, 2020). In this case, there is a dysfunction of monetary policy, which can be
compensated for by certain manipulations in the investment environment, which will lead to an increase
in demand. Since in the Russian Federation the market cannot yet self-regulate (monetarist theory), it is
necessary to conduct an active state policypwhich is aimed at reviving investment mechanisms, support-
ing the competitiveness of national ind@stries (Keynesianism) (Savina, 2017).

Comparative and analytical methods are used further in the work. Kyrgyzstan is also carrying out pri-
vatization reforms, reorganization of'state-owned enterprises, and price liberalization. However, the main
emphasis is placed on the reformgof agriculture as one of the important and, at the same time, problem
areas of production. Itds bélieved that the period of market transformation has dragged on in Kyrgyzstan
and the results of reformslare,assessed ambiguously. The support of the agro-industrial sector is mani-
fested in lending to fafmersyby the country's state bank.

The privatizatiomprogess in post-Soviet countries influenced the rise in the unemployment rate (Pilc,
2015). Thus, withifythe framework of an intercountry study on labor market regulation in Armenia, Azer-
baijan, Belarus, Georgia, Ukraine, which belong to EECCA, the problems that arose in the labor market of
these countriestafter the transition from planned to market economy were investigated. Since gaining
independence, these countries have faced the problem of unemployment due to the lack of jobs. The
reason for this was the process of privatization and restructuring of industry, which led to a surplus of
labor and irrelevance of qualifications of older workers. This is also due to the fact that in the new condi-
tions of the world economy, the role of the service sector is increasing, while in the Soviet Union the pre-
vailing role was played by industry, which largely explains the discrepancy between the qualifications of
the labor force of modern EECCA countries (Feiler, 2014).

The labor market of the Republic of Belarus has its own characteristics that distinguish it from other
labor markets in the EECCA countries, namely: a stable high level of employment, which practically does
not depend on the dynamics of GDP, a low level of official unemployment, and an intensive labor turno-
ver. Government policy is aimed at maintaining low differentiation in wages and the highest possible
employment. However, as in other EECCA countries, there are imbalances in the vocational and qualifica-
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tion structure of employment in Belarus. To achieve the goals of this study, the labor market of Kazakh-
stan was analyzed (Figure 1), as well as other indicators that characterize the socio-economic condition
of the population, using statistical and graphic methods for this. The issue of state participation in the
labor market of Kazakhstan is twofold: on the one hand, government intervention in labor market regula-
tion is necessary in situations where market mechanisms are found to be ineffective, on the other hand,
government intervention in labor market regulation leads to a negative effect.

2009

2010 2011

2012 2013

Figure 1. Labor force participation rate in Kazakhstan, %

Source: Statista, 2020d.

2014

2015 2016

—e— Labor force participation rate o

Q17 2018

78,13

2019

The indicators analyzed in this study charaeterize not only the labor market directly (employment
rate, unemployment rate), but also other economic iadieators that are indirect factors of the labor market
and a consequence of its development. One ©f them is inflation, which is viewed by monetarists as posi-
tively related to employment. Rising inflatien iss@assumed to increase labor demand in the long run.

Table 2 and Figure 2 present thefmainyindicators of the labor market and socio-economic condition
of the population of Kazakhstan for1999-2019.

Table 2. Unemployment rate in KaZzakhstan, 1999-2019

GDP per
tnemployment Inflation rate, Youth unem- Pop U.Iatif)n’ capita at

Year o o ployment rate, million in- current

[ate, % % % habitants j
6 prices,
USD

1999 13.46 8.41 25.09 14.95 1132.13
2000 12.75 13.33 23.61 14.89 1230.49
2001 10.43 8.38 18.88 14.84 1491.65
2002 9.33 5.85 16.73 n/a 1657.15
2003 8.78 6.45 14.35 n/a 2062.29
2004 8.4 6.89 14.1 n/a 2862.5
2005 8.13 7.54 12.51 15.07 3753.44
2006 7.79 8.58 10.88 n/a 5261.03
2007 7.26 10.78 9.1 n/a 6733.45
2008 6.63 17.15 7.39 15.57 8349.29
2009 6.55 7.3 6.68 16.00 7116.5
2010 5.77 7.13 5.22 n/a 9005.26

79



2011 5.39 8.33 4.58 n/a 11553.13
2012 5.29 5.12 3.94 n/a 12300.48
2013 5.2 5.83 3.92 n/a 13789.25
2014 5.06 6.72 3.8 17.42 12713.56
2015 4.93 6.65 3.69 17.67 10434.17
2016 4.96 14.56 3.7 17.92 7662.01
2017 4.9 7.43 3.62 18.16 8970.88
2018 4.89 6.03 4.1 18.4 9401.21
2019 5.43 5.3 4.84 18.64 9139.11

Source: Built using data from Statista (2020f)
30
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—— Unemployment rate, % =—— Youth 4 rate, % —— Inflationrate, %
Figure 2. Change in unemployment and inflation in Kazak n, 1999-2019
Source: Built using data from Statista (QOQOfA

Figure 3 presents an indicat aQacterizes the economic side of the social state of the popula-
tion - GDP per capita in curre ic is considered more accurate than indicator of GDP as a whole
for the country. The choice o@dicatcr during the study is due to the fact that the level of employ-
ment of the populationyis a/so onomic indicator that has a direct impact on the welfare of the popu-
lation. Therefore, it is as at the higher the employment rate, the higher the GDP per capita.

1600
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10000
8000
6000
4000
2000

0

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Figure 3. Dynamics of Kazakhstan's GDP per capita in current prices in US dollars, 1999-2019
Source: Built using data from Statista (2020b)
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2. RESULTS

The transition from a planned to a market economy has already begun in all countries of the EECCA
region, many of them have already received the status of countries with a market economy (upon acces-
sion to the WTO) (World Trade Organization, 2020). The reforms carried out mainly consisted of the reor-
ganization and privatization of state-owned enterprises, the introduction of various forms of ownership
(Kyrgyzstan, Uzbekistan later than other countries of the region), price liberalization, reforming tax legis-
lation, and attracting investment to the state.

Thus, Azerbaijan, using fiscal methods, promotes the development of entrepreneurship. It is im-
portant to reorient the state's economy to the non-resource sector due to the dependence on oil and gas
prices. To achieve this goal, the Strategic Roadmap has been adopted in 2016, which stimulates the
earliest possible diversification of the economy. The main reforms were aimed at improving the private
sector and attracting investment, modernizing the tax system. At the same time, the state acts as a fur-
ther regulator of the reforms carried out in order to stimulate investment in the non-resoukce sector (Ab-
dullayev, 2019). As can be seen, economic reforms are mainly aimed at implemehnting asmixed policy -
Keynesian and monetary policies - stimulating investment, non-interference of the state (in'the case of
Azerbaijan, interference is manifested in the form of a reform regulator). Anti-imflatignary policy is mone-
tary (Velieva, 2016).

Due to the policy of Belarus in the employment market, the labor forcethas rather low motivation and
mobility, which is the negative side of such an employment policy. A distinctive feature of the labor mar-
ket in Belarus is excessive government regulation, the result of whichfis, in addition to those described
above, the possibility of avoiding the problem of absolute poverty and high inequality. Thus, the policy on
the labor market in Belarus has the features of the Keynesian maédel, but it is not effective enough for
the long term.

Assessment of the economy of Kazakhstan usingtheiBayesian dynamic stochastic equilibrium mod-
el showed that the labor market in Kazakhstan is characterized by significant inertia, which distinguishes
this country from developed market countries (Shuitz, 2049)

Figure 1 shows the labor force participation rate in Kazakhstan from 2009 to 2019. The labor force
participation rate is the proportion of the population aged 15-64 that is economically active for a given
period. From the figure, it can be seen_thatthe\number of the economically active population increased
during the specified period. Growth was stable, but with a slight slowdown in 2015. In 2019, the share of
labor resources in the total populatiomyaged 15 to 65 in Kazakhstan was about 78.13 percent, which is
almost 2% more than in 2009.

From the data in Table 2 afd Figure 2, it is seen that the unemployment rate in Kazakhstan as a
whole has been decréasing sin€e the beginning of the study period, however, it has slowed down by
2019 and has increasedtin 2019 in relation to 2018. The unemployment rate of the young population
has also been decreasing during the analyzed period, however, since 2018 it has begun to grow. In
2019, the youthpunemployment rate was 1.2% higher than in 2017. Thus, it can be concluded that in
2018-2019.in theMabor market of Kazakhstan, problems began, which were caused by a large number
of factors: theloutflew of labor to other countries, intraregional migration within the country, the arrival of
labor migrants fr@m nearby Asian countries, including China.

In general, the current situation on the labor market in Kazakhstan can be characterized as satisfac-
tory, since there is a decrease in unemployment and an increase in the employment of the economically
active population. This fact indicates positive trends. This trend is common for other indicators that char-
acterize the economic state of the population - inflation, which has been declining in recent years and
GDP per capita, which has an ambiguous trend throughout the analyzed period, but a positive trend in
the last 3 years.
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3. DISCUSSION

The present study analyzed the countries of the EECCA region in terms of their compliance with
monetary and Keynesian theories. These theories differ in general from each other. Monetarism as-
sumes that state influence in the economy blocks spontaneous market regulators and cannot ensure an
equilibrium between supply and demand (Velieva, 2016). In modern macroeconomic analysis, the border
between monetarism and Keynesianism has become blurred, which is generally explained by the need to
form a mixed policy of market management, while each economic theory separately cannot ensure its
effective functioning, and the used methods are borrowed from each other (Moiseev, 2018). This ex-
plains the confusion of these theories. Thus, investment incentives or government lending policies are
inherent in both approaches, however, in the current study, for convenience they were differentiated.

Researchers (Aimurzina and Sadvakasova, 2015), who studied the labor market in Kazakhstan, pro-
pose a method for forecasting the needs of the labor market to improve the efficiencygof its manage-
ment. This technique will make it possible to rationally build a network of educational institutions taking
into account modern challenges, improve the quality of not only higher educationgbuttalso secondary
vocational education, and also increase the volume of retraining and advanced ttainihg..They compared
the methodology for forecasting the labor market with other countries of the worldthat are classified as
developed and took them into account as a model. However, they attributeddhem to belonging to the
Keynesian or monetarist school, as they studied the experience of countries thats€ravitate towards both
the Keynesian model (Germany) and the monetarist (Great Britain) (Aimurzina and Sadvakasova, 2015).
This is of particular relevance in the current time of digitalization of the laber market, which is developing
faster than the workforce itself has time to change its qualifications, Itisghigh-quality forecasting that will
become the basis for effective labor market regulation. As”it Was_presented, many countries from the
EECCA region see effective forecasting as an important tool forachieving employment.

The labor market in Kazakhstan is regulated by the state through state employment programs. At the
moment, this statement has already somewhat lost its,relevance due to the increase in the number of
private enterprises and the stimulation of the inflew of investments into the country.

Some results indicate that post-socialist countriesfthat have intensified their domestic competition
have also chosen to strengthen employment, protection legislation and tax rates. However, within the
framework of this study, the results do notaallow confirming the expected relationship between the form
of political institutions and labor marketinstitutions.

CONCLUSIONS

The countries witheconomies#in transition in the EECCA region are actively pursuing reforms. Some
of them (Kyrgyzstan, Turkmeénistan, Uzbekistan) relatively recently, in comparison with the rest of the
region, have finally begun the transition to a market economy. The methods of regulating the economy
and the reformsythemselves are mixed and include both Keynesian and monetarist elements. Although
the main advantage,remains for the Keynesian approach, which is explained by the historical peculiarity
of these countries. /Besides, various international organizations (IMF) exert influence on their policies,
which, through*thé loans provided, can regulate the reform process and the application of monetary or
Keynesian measures. The labor market is an important area of reform in all countries of the region. A
distinctive feature of the post-Soviet countries of the EECCA region is a strong social protection system,
including social security for the unemployed, but today in many developed countries, payments for such
budget expenditures are increasingly decreasing, reorienting to regulating the labor market through the
formation of high-quality forecasts of labor demand and affecting education. Thus, Keynesian methods of
influencing labor market are traced, including in Kazakhstan. In general, it can be said that it is difficult
to identify the most effective economic theory for the transition to a market economy, since practice in
the countries of the EECCA region shows that the most effective results of the reforms are mixed. That is,
Keynesianism is used in government regulation to ensure the growth of entrepreneurship, investment
inflows and the impact on the labor market and monetarism is used in the conduct of credit policy, as
well as inflation management.
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