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INVESTIGATING CLIMATE INVESTMENT IN THE REPUBLIC
OF KAZAKHSTAN AND EVALUATION OF THE VOLUMES AND
STRUCTURE OF INVESTMENTS IN THE REAL ECONOMY SECTOR

Abstract. The article is devoted to the study of the investment climate in the Republic of Kazakhstan. The
article analyzes the impact of the fuel and energy complex on the development of other sectors of the real economy,
examines the structure of the fuel and energy complex, prospects and problems of its development. The main
problem that humanity will face in the near future is the limitations of non-renewable energy sources. Therefore, one
of the main directions of development of the energy industry is alternative energy sources that require further study
and investment. Considered the country's investment policy aimed at attracting both domestic and foreign
investment, and also considered measures of state support of investment activities aimed at its intensification in the
real sector of the economy. The net inflow of direct investments in Kazakhstan was assessed and the reasons for its
volatility were identified.

Keywords: investment climate, public investment programs, renewable and non-renewable energy sources,
foreign direct investment, net direct investment inflow.

INTRODUCTION

When deciding on the appropriateness of investments, investors need to take into account several
fundamental factors, including the investment climate of the country, which is a basic characteristic of the
investment environment that has developed within the state, a particular region or a particular sector of the
economy. Therefore, at present, research and evaluation of the attractiveness of the investment climate in
the country is an extremely important issue.

In the study of the investment climate, all sectors of the economy are subject to assessment, however,
one of the fundamental complexes is the fuel and energy sector. The UN Department of Economic and
Social Affairs noted in its assessment of the global energy potential that the energy system has a
multifaceted connection with various aspects of economic, environmental and social development not only
of individual regions and countries, but also of the world community as a whole.

To meet the needs of society, sustain economic growth and create the conditions to combat poverty
around the world, the availability of energy potential is one of the basic conditions. The determining factor
in the nature of the functioning of the energy sector is the policy implemented both in this sector and in the
context of the country’s economy. The efficiency of production, distribution, use of energy services, as
well as related marketing procedures depend on a number of such factors, the fundamental of which is the
functioning of organizations and institutions that go beyond the energy sector in its usual sense [1, p. 11].

MAIN PART

In 2017, the insignificant growth rates of the world economy, characterized by weak demand and
investment spending, low inflation rates and high unemployment, had a negative impact on most
economies of the world.

— 74 ——
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For commodity states, such as Kazakhstan, this had the most negative economic effect. Thus, the
significant volatility of world oil prices, as well as the fall in world prices for metals and other types of
exported products, led to a significant weakening of the economy and national currency. In 2016, the
weighted average cost of Brent crude oil was about $ 44.1 per barrel [2, p.208]. Along with this, internal
factors also had a negative impact, such as: a decline in industrial production; depreciation of the national
currency, which largely determined the rise in prices in the domestic market.

From the second half of 2016, a slight growth was achieved, albeit a slight, but still positive. So,
already by the end of 2016, the growth of gross domestic product (hereinafter - GDP) was 1.1%. This fact
testified to the gradual adaptation of the national economy to new macroeconomic conditions.

Kazakhstan's economy, being energy-intensive and energy-intensive, determines the rules of the game
in many markets. So, its competitiveness depends on the price of electricity, which in share terms is about
10-40% of the cost of purchasing electricity in the cost of certain types of products of manufacturing
industrial enterprises [3, c.101].

Finding ways to improve energy efficiency in the production of goods becomes important in solving
the problems of reducing costs in the production of goods.

However, an important indicator, in our opinion, is that with an increase in the volume of production
in the manufacturing industry, there is a reduction in the volume of electricity consumption in the industry,
which is reflected in Fig. one.
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10
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Fig. 1 - Energy intensity of the manufacturing industry of Kazakhstan

Thus, for the production of manufacturing industry in the amount of § 32.7 billion, in 2015, 34.3
billion kWh was required. In 2016, for the production of manufacturing industry in the amount of $ 36.5
billion, it took 34.6 billion kWh In 2017, we are seeing an increase in manufacturing output to § 38.5
billion with energy consumption of 31.4 billion kWh. From the above analysis it can be concluded that the
energy intensity of the manufacturing industry is decreasing.

We consider it necessary to note that, despite the decline in the investment attractiveness index, the
Republic of Kazakhstan continues to demonstrate high rates in attracting foreign direct investment. This is
especially clear in the extractive industries sector. For further implementation of the country's large-scale
plans aimed at diversifying the economy, we consider it necessary to attract not only domestic, but also
foreign direct investment, aimed not only at investing funds, but also transferring knowledge, high-tech
equipment and providing opportunities for developing human resources.

Existing investors operating in the country assess the degree of success in achieving the business
goals of their projects in Kazakhstan in accordance with fig. 3

A significant part of investors, about 76%, had a successful investment experience. This indicates a
fairly high level of attractiveness of the investment climate in the country. The overwhelming number of
the total number of respondents, but assessing their investment experience in the Republic of Kazakhstan
as satisfactory or unsuccessful, explain this by the impact of the global economic downturn.

It should be noted that the investment potential and investment attractiveness of the Republic of
Kazakhstan differs by region and industry. In addition to Almaty, which has the most favorable
investment climate, other regions of the republic were divided into three main groups, each of which is
distinguished by the peculiarity of the investment climate.
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Fig. 2 - Evaluation of investment experience in Kazakhstan

The most attractive sectors of Kazakhstan’s industry include: metalworking; chemical materials;
agriculture and processing of agricultural raw materials; secondary processing and environmental
technology; information technology / telecommunications; Construction Materials; pharmaceutical
products, infrastructure; medical service; hotel sector and services.

However, despite the growth of investment attractiveness of industries and regions of Kazakhstan,
some problem areas of the investment policy still exist.

In order to increase the investment attractiveness of the Republic of Kazakhstan as a whole, as well as
its individual industries and regions, the government should take advantage of the current opportunity to
implement strategic reforms and create the basis for economic diversification and development of non-
commodity sectors. We offer special attention to the following areas:

1. a transparent regulatory and legal framework, which involves the use of principles of equity in
relation to the rights of investors, the creation of an independent judiciary, changes in legislation,
including regulating investment activities;

2. development of personnel potential, which will create conditions for raising the skills of workers to
the required level of training, simplifying the procedure for attracting foreign specialists;

3. development of infrastructure, especially transport and telecommunications;

4. a stable and stable financial system, including the improvement of corporate governance in the
banking sector and in the activities of companies;

5. stimulation of investors, both domestic and foreign;

6. support for entrepreneurship. It is necessary to develop support for entrepreneurship in order to
stimulate the initiative of entrepreneurs.

These areas are the most relevant and require a speedy solution, since the states with which the
Republic of Kazakhstan is competing, especially in attracting foreign investment and improving the
investment climate, are also looking for ways to optimize business conditions. The Republic of
Kazakhstan has begun to actively implement a policy of attracting foreign investment, but it is important
not only to keep up the pace, but also to expand it without losing competitive advantages.

The development of the real sector of the economy, including the domestic fuel and energy complex
(FEC), is one of the priority sectors of state policy and plays a significant role in ensuring sustainable
economic growth in the country.

The stable and efficient functioning of the energy sector, as well as the stable supply of consumers
with electric and thermal energy, is the basis for the development of the country's economy and is an
essential factor in ensuring civilized living conditions [4].

The general state strategy for the development of the energy sector is aimed at ensuring the energy
security and independence of the country, creating a reliable energy base for further sustainable economic
growth.

The development of the energy industry is now of great importance for the country. In order to
objectively assess the state of energy today and determine the direction of its development, it is necessary
to realize what mistakes have been made in the past.

The power industry has experienced far more than one reform, but the effective level of its
development and the solution of some fundamental problems remain in question.
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The legacy of the centralized economy of the Soviet Union, which went to modern Kazakhstan, was
the fact of the development of production and infrastructure in the framework of separate territorial-
industrial complexes, which were formed taking into account the exclusively union needs. As a result, the
country received three fairly autonomous economic zones: the Western region, the North and Central
region, and the South region. Atyrau, Mangistau and West Kazakhstan regions are united by a common
electrical network, and the energy sector of the Aktobe region works in isolation. Until recently, the
northern and western regions did not have a common ligament and each was in its own way, but
connected with Russia.

The resource for cheap electricity is running out, and the question of the need to use alternative
sources of electricity generation is now facing the country. The Republic of Kazakhstan has the world's
largest reserves of energy resources, such as oil, gas, coal, and uranium. The main source of energy in
Northern Kazakhstan, which produces the lion’s share of export electricity, is the Ekibastuz coal deposit,
which provides the regions with cheap coal. But coal and gas are exhausted, and, therefore, someday will
end [5, c.87].

The modern commodity problem of the electric power industry must be viewed through the prism of
heritage for future generations. Thus, the raw materials for the production of electric energy in Kazakhstan
are represented by: mineral fuels; mineral resources; ore minerals and nonmetallic minerals.

It must be borne in mind that at current energy consumption rates, the resources listed above will last
a maximum of one hundred years. However, they, for the most part, are irreplaceable, which becomes a
real problem. Not less significant problem in the field of electric power industry is the energy problem.
Since at present fuel resources are becoming more expensive, the characteristic of the economic and
energy autonomy of any state is presented by the problem of renewable energy sources.

It follows that even with the existence of a sufficient number of alternative energy sources, their main
drawback is low efficiency, which suggests the limited potential of the above-mentioned types of energy.
Kazakhstan’s growing need for energy can be covered in three principal ways, shown in Figure 4, which
are summarized below. In real life, of course, only a combination of these three directions can give the
expected result.

capacity building

dse of renewable
energy

energy saving
Fig. 3 - Directions to meet increasing energy demand

A vivid example of existing, but not used reserves in the matter of energy saving are, for example,
losses in the transmission of electricity through an existing network. They account for up to 30% of the
generated electricity and, thus, are several times higher than the technically inevitable level. Reducing
these losses to a technically possible level can probably negate the need for the planned construction of a
new nuclear power plant.

We propose measures to support renewable energy in Figure 5.
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assist in the connection of renewable energy facilities to the networks of transmission companies

I

Fig. 5 - Measures to support the development of renewable energy

The fulfillment of the goals set is achievable, provided that renewable energy sources are involved in
the energy balance.

The projected growth of the economy of Kazakhstan, accompanied by the indispensable growth in the
number of different growth of production, requires a constant increase in the amount of generated
electrical energy. This, in turn, requires the simultaneous development and implementation of a set of
measures, both legislative, programmatic and practical. The main objectives of the measures taken should
be: restructuring of the economy with a focus on energy-efficient industries and sectors; changing attitudes
towards energy in society; actual update and reconstruction of existing ones. For these purposes, it will be
necessary to define a clear, directed long-term state policy, in which the priority directions will be given to
the directions of economic development both in the regions and in the whole country [6, p.241].

At the same time, it is necessary to meet the needs of the economy and the population for electricity at
priority rates, for which it will be necessary to clearly define the main priorities for the development of the
electricity industry.

The current state of the power industry, as expected, had a negative impact on the development of
other sectors of the economy.

The results of this negative impact include:

- backwardness and energy-intensive industries not only industry, but also housing and communal
services;

- the lack of motivation to save energy has led to an excess of the specific energy intensity of the
economy of Kazakhstan by two to three times compared with global figures.

Currently, the problem of reducing the profitability of the country's energy complex is a priority.

We believe that there is an urgent need to revise the main directions of reforming the industry. In our
opinion the most priority are:

- development of measures aimed at reducing the costs of energy production. As part of this problem,
it is necessary to ensure: a reduction in the cost of resources (fuel) and an increase in the level of labor
productivity, including by optimizing the number of employees and introducing new technologies;

- development of measures to reduce production losses, and during transportation, distribution and
final sale of electricity and heat. The main directions here can be: conducting a technical audit and
preventive repairs; improvement of accounting systems; organization of control checks of final consumers,
etc.

- updating the state investment policy, which should ensure the division of the industry into natural
monopoly, which is characterized by transmission and distribution of energy, and competitive, engaged in
the direct production and sale of electricity.

The implementation of the proposed measures should ensure the creation of competitive conditions
that will stimulate energy companies to improve efficiency through the development of modern
technologies, more efficient use of raw materials and detailed planning of production activities [7, p.81].
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Increasing the investment attractiveness of energy companies will contribute to the growth of turnover
not only of the electric power industry itself, but also related industries, as well as industries related to the
production of power equipment, metallurgy, construction, gas industry, etc. In addition, competition
within the industry will stabilize electricity prices for end users at an acceptable level.

These measures will help to ensure a reduction in the share of electricity costs in the cost of industrial
products, which will make it possible to predict the positive dynamics in the development of the entire
industry of Kazakhstan and the decline in the energy intensity of GDP.

The issues of creating a favorable investment climate as a factor stimulating the inflow of direct
foreign and domestic foreign investment in the country's economy are the top priority of the state policy of
the Republic of Kazakhstan. Thus, the purpose of the State Program for the Industrial-Innovative
Development of the country is to stimulate the competitiveness of the manufacturing industry, which is
aimed at increasing the level of labor productivity and the growth of exports of already processed goods.
One of the key roles in achieving this goal is the attraction of external investments.

In the Republic of Kazakhstan, a number of steps were taken to create a favorable investment climate.
The main results include: improvement of national legislation; introduction of a simplified tax regime;
expansion of investment preferences. Also for investors implementing investment projects in priority
sectors of the economy, the stability of tax legislation is ensured.

The Republic of Kazakhstan is conducting large-scale transformations in order to create a favorable
investment climate that meets the requirements of the standards of OECD countries.

Since 2005, the country has attracted more than § 250 billion in foreign direct investment. At the end
of 2017, 15.7 billion US dollars were attracted. In the context of global financial instability, our
investment climate and the macroeconomic situation in the country remain stable and inspire confidence
among investors. The main recipients of FDI are the mining industry, geological exploration and survey
activities and manufacturing. With a view to the gradual development of industrial policy, on August 1,
2014, by the Decree of the President of the Republic of Kazakhstan, the State Program of Industrial-
Innovative Development of the Republic of Kazakhstan for 2015-2019 was approved. The program is a
logical continuation of the SPAIID for 2010-2014 and takes into account the experience of its
implementation.

CONCLUSION

In most cases, the achievement of favorable results in Kazakhstan in the field of mobilization of
foreign investments was due to the implemented measures of state support and legislation of the republic
on investment activities. According to the assessment of international experts, the Law of the Republic of
Kazakhstan “On Investments” in the modern edition is one of the most effective laws among the post-
Soviet countries regulating investment activities.

Thus, the current investment climate in Kazakhstan can be considered as favorable. However, the
subsequent improvement of the investment climate, assessed according to the OECD standards, which are
recognized by many world communities, will be a fundamental task, indicated in the framework of the
GPIID program and implemented by state support tools.

I.A. AmepmaHOBa', A.B. 3aSIKI/lH32,
AM. lllaiimaramoeToBa 3, I'.A. PaxumoBa 4, I'.’K. EcenoBa ®
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*#Kasaxckuii arporexuudeckuii yuusepcuter umenn C. Ceitpynnmma

HUCCIEJOBAHUE UHBECTUIIMOHHOI'O KJIMMATA B PECIIYBJIMKE KA3ZAXCTAH U OHEHKA
OBBEMOB M CTPYKTYPbI MHBECTHUIINI B PEAJIbHBIN CEKTOP DKOHOMHUKHA

AHHOTAaNUs. CTaThsl MOCBSAILEHA HMCCIIENI0BAaHUIO UHBECTUIIMOHHOIrO kiauMara B PecnyOnuke Kasaxcran. B cratbe
IPOBOJUTCS aHAIM3 BIMSHMS TOIJIMBHO-DHEPIETHYECKOI0 KOMIUIEKCA HA PAa3BUTHE APYTMX OTPAciel peaJbHOro CEKTopa
SKOHOMMKH, Hccienyercs crpykrypa TOK, mepcmekTusbl v npobieMsl ee pa3Butusa. OCHOBHas IpobOieMa, ¢ KOTOPOH
CTOJIKHETCS 4eJIOBEUECTBO B ONMKaiiliee BpeMs, - OTPaHUYCHHOCTh HEBO3OOHOBIIEMBIX HCTOUYHHKOB 3Hepruu. ITosromy
OJTHMM U3 OCHOBHBIX HAIIPaBJICHUH PAa3BUTHS SHEPreTUUECKON MPOMBIIITICHHOCTH SBIAIOTCS ajlbTePHATUBHbBIE UCTOUHUKH
SHEPruM, KOTOpble TPEOYIOT JaJIbHEHILEr0 U3yYeHHs U BIOKEHUs HHBEC-TULMI. PaccMOTpeHa HHBECTUIIMOHHAS MIOJIMTHKA
CTpaHBbl, HalpaBJIECHHAsl HA NIPUBJICYCHHE KAK OTEUECTBEHHBIX, TAaK U 3apyOEKHBIX MHBECTHLUH, a TaKXKe PacCMOTPEHBI
MepBl IOCYIapCTBEHHOH MOJNAEPKKM MHBECTHLIUOHHOM N€STENIb-HOCTH, HAIIPABJIECHHbIE HA €€ aKTUBHM3ALMIO B PEAJbHOM
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CEKTOPC DKOHOMUKH. HpOBe,HeHa OLICHKAa YHUCTOI'0 NPUTOKA MPAMBIX WHBECTUIUN B KazaxcTaH ¥ BBISBIICHBI MIPUYXUHBI €TO
BOJIATHJIBHOCTH.

KiroueBble ciioBa: I/IHBCCTI/IIII/IOHHbe/’I KJIMMaT, rocy1apCTBEHHbIC NHBCCTUIIUOHHBIC ITPOrpaMMBbl, BO300HOB-JISIEMbIE
U HE BO300OHOBIISICMbIC HCTOUYHUKH OHEPruu, nNpsAMbIC NHOCTPAHHBIC HUHBECTHUIIUU, YHCTHIA MPUTOK MPAMBIX HHBGCTHHHﬁ.

J.A. Amep:xaHOBa 1, A.B. 3asgkuna 2,
AU. lllaiimaramoeToBa 3, I'.A. PaxumoBa 4, I'.’K. EcenoBa *

1,2 : :
3 ExibacTy3 HHKEHEPIIK-TeXHUKAIBIK HHCTUTYTEL a K.Carraes;
3.4 o .
“C.Ceiidymun athinaarel Kazak arpoTeXHUKANBIK YHUBEPCHTETI

KA3AKCTAH PECITYBJIMKACBIHIATI'BI MTHBECTHHUAJBIK AXYAJIbI 3BEPTTEY
KOHE DKOHOMUKAHBIH HAKTbI CEKTOPBIHA HHBECTUIIUAJIAPIBIH
KOJIEMI MEH KY¥YPbLIBIMBIH BAFAJIAY

AnHotanus. Makana Kazakcran PecnyOnukachiHIarsl HHBECTHIIMSUIBIK aXyalbl 3epTTeyre apHanraH. Maka-iana
OTBIH-PHEPreTUKa KEUIeHIHIH 3KOHOMHUKA CEKTOPBIHBIH Oacka cajalapblHa AaMy oCEpiH JKeHIHJAe Tauaay Kypri-zineni,
ODK KyYpBUIBIMBL, OHBIH JIaMy II€pCIEKTUBaIapbl MeH Macesesepi 3eprrereni. JKakpH apaia agaM3aT Tar OOJNAThIH HETi3ri
MoceJie- JKaHAPThIIMANTBIH SHEprusi Ke3/AepiHiH IIeKTeyIiniri. Opi kapail 3epTTeyai *KoHe MHBECTU-LUS Calylbl Tajarl
€TeTIH SHEePrusiHbIH Oajlamaibl Ke3lepi Oouibln TaOblualbl, COHIBIKTAH OYJl 3HEPreTUKAIbIK ©HEPKICINTI JaMBITYIbIH
HeTi3ri OarbITTapbIHBIH Oipi. EniMi3niH OTaHIBIK KOHE MIETENIIK HHBECTUIMSIAPAbI TApTyFa OaFbITTAIFaH MHBECTHIIMSIIBIK
casicaThbl Kapaji/bl, COHAal-aK MHBECTHIMSIIBIK KbI3METTI SKOHOMUKAHBIH HAKTHI CEKTOPBIH/A YKaHAaHBIPYFa OaFbITTAIFaH
MEMJIEKETTIK KOJIIay Inapajapbl Kapailbl, COHIAH-aK HMHBECTULHA-JIBIK KbI3METTI SKOHOMHKAHBIH HAKTHl CEKTOPBIHIA
JKaHAaH/BIPYFa OarbITTAIFAH MEMIICKETTIK KOJIAay Imapanapsl Kapainsl. Kazakcranra Tikened WHBECTHUHMSIAPIBIH Ta3a
arbIHBIH OaFraliay )KYpri3iiji >koHe OHbIH KYObIIIMAJIBUIBIK Ce0enTepi aHBIKTAI/IBL.

Tyiiin ce3mep: WHBECTHUMSJIBIK KIMMAT, MEMIICKCTTIK HMHBECTHLMUIBIK OaFapiaManap, >XaHapTBUIATHIH >KOHE
KaHAPTHUIMANTHIH HEPIUs KO3Aepi, TiKeNleH meTeIiKk HHBECTHINSIIAP, TiKeJled NHBECTUIMSUIAPABIH Ta3a aFbIHbL.
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