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ROLE OF MULTINATIONAL CORPORATION AND
SHARE OF THEIR INVESTMENT IN PRIORITY SECTORS
OF ECONOMY OF RK

Kazakhstan is the leader in attraction of foreign investments among is central the Asian countries.
Today multinational corporations — the main tool in business expansion internationally. This article is
devoted to studying of activity of the main participants of process of globalization of economy — mul-
tinational corporations in Kazakhstan. Authors considered the main directions and volumes of streams
of direct foreign investments to the country in recent years. Key indicators of Pll in the country and the
prospects of development are defined. In article major factors of attraction of direct foreign invest-
ments are studied. The review of scientific literature on the factors defining inflow of direct foreign
investments to Kazakhstan is made. Results showed that, despite existence of various motives in adop-
tion of investment decisions by multinational corporations, direct foreign investments to Kazakhstan
are generally sent to the raw sector of economy. In article the analysis of inflow of direct foreign invest-
ments in a section from 2014 to 2019, is carried out to priority sectors of economy of the Republic of
Kazakhstan which mining industry, processing industry, professionally scientific and technical activity
and innovative development are. In work questions of investment into priority sectors of economy of
RK were investigated. Analytical also statistical methods, a dialectic method of knowledge and obser-
vation formed a methodological basis of a research. The main volume of foreign investments still goes
to the spheres which are not demanding large-scale investments and characterized by fast payback.
Thus, drawing a conclusion on a research of trends of functioning, outflow and inflow of direct foreign
investments on priority sectors of economy of the Republic of Kazakhstan, in industry structure of
investments, the main share is occupied by the mining industry, and the oil and gas industries still are
on one of the first places on the level of the involved investments. Such industries as construction and
manufacturing industry receive the smallest number of foreign investments. Article has the scientific
value and novelty of a research where relevance of work is application of an integrated approach to a
research of the international investment activities and a role transnational corporation, in identification
of the internal and external regularities defining the direction and dynamics of investment activities in
the Republic of Kazakhstan.
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KPP 3KOHOMMKACbIHbIH, 6aCbIM CEKTOPAAPbIHAAFbI
TPAHCYATTbIK, KOMMAHUSIAAQPADBIH, POAI XKdHE 0AapAbl MHBECTULLMSIAQYADIH, YAEC]

KasakctaH Oprabik, A3Ms eAAepi apacbiHAQ LIETEAAIK MHBECTMUMSAAPAbI TapTy O6oiblHLLA

kewobaclibl 6OAbIN TabbiAaAbl. ByriHAE TPaHCYATTbIK, KOpNopaumsAap — XaAblKapaAblK, ayKbIMAAFbl
OUM3HECTI KeHenTyAeri Heri3ri KypaA. bya Makaaa 3koHOMMKaHbI >kahaHAQHAbIPY MPOLECiHIH 6acTbl
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KaTbICYLWbIAAPbIHbIH, — KasakcTaHAaFbl TPAHCYATTbIK KOPMOpaUMsIAAQPAbIH  KbI3METiIH 3epTTeyre
apHaAFaH. ABTOPAAP COHFbl XXbIAAAPAAFbI €ATe TiKeAel LIeTeAAIK MHBECTULMSAQD aFblHbIHbIH, Heri3ri
GarbITTapbl MEH KOAEMAEPiH Kapaabl. Eaaeri TLLIM Herisri kepceTkilTepi >xaHe Aamy NepcrneKkTMBaAaphbi
aHbIKTaAAbl. MakaAaAa TiKeAeln LWeTeAAIK MHBECTULMSAAPADI TaPTYAbIH HEri3ri (hakTopAapbl 3epTTEAAI.
KasakcTaHra TikeAei LeTEeAAIK MHBECTUUMSAAAP afblHbIH aHbIKTANTbIH (pakTopAap OOMbIHLLA FbIABIMM
aAebueTTepre LOAY >KacaAAbl. HeTuXKeAep TPaHCYATTbIK, KOPMOpauUMsSAapAbiH  MHBECTULIMSIABIK,
welimaep Kabbirpaysarbl TYpAi cebenTepaid 6oAybiHa KapamactaH, KasakcraHra TikeAen LeTeAAik
MHBECTMUMSAAAP HEri3iHeH DKOHOMMKAHbIH, LLMKi3aT CeKTOpbiHa OaFbITTaAfaHbiH KepceTTi. Makaraaa
BHAIpPY eHepKacibi, KaTaeHAey OHepPKaCiOi, KOCIMTIK FbIAbIMU-TEXHMKAAbIK KbIBMET )KOHE MHHOBALIMSIAbIK,
Aamy 60AbIN TabbiraTbiH KasakcraH PecnyOAmnkacbl 3KOHOMMKACbIHbIH, GacbiM cekTopAapbiHa 2014
KblapaH Oactan 2019 XbiaFa AeMiHM GOAIHICTe TikeAen LeTEAAIK MHBECTUUMSAAPAbIH, KYMbIAYbIHA
TaAAQy XYprisiaai. Xymbicta KP 3KOHOMMKAChIHBIH, 6aCbiM CEKTOPAAPbIHA MHBECTULMSIAQY MOCEAEAEPI
3epTTenpi. 3epTTeyAiH 8AICHAMaAbIK, Heri3i aHAaAMTMKAABIK, XX8He CTATUCTMKAAbIK, ©AICTep, TaHbIM
MeH 06aKblAayAblH AMAAEKTMKAABIK, SAICi 60AAbl. LLleTeAaik MHBECTMUMSAAPADIH HEri3ri KeAemi
OYPbIHFBICBIHLLIA ayKbIMAbI CAAbIMAAPAbI TaAarn eTrnenTiH >KoHe Te3 eTeAIMAIAIKNeH cunaTTaAaTbiH
cananapra GarbiTTarasbl. Ocbirainia, KasakcraH PecnybAnkachl 5KOHOMMKACbIHbIH 6aCbiM CEKTOPAApbI
6OVibIHLLIA TIKEAEN LETEAAIK MHBECTMLMSAAPADIH KYMbIC ICTeY YPAICTEpPIH, aFbiHbIH 3epTTey 6OoMbIHLLA
KOPbITbIHABI XKacar OTbIpbIn, MHBECTULMSIAQPAbBIH CAAAAbIK, KYPbIAbIMbIHAQ HETI3M YAECTi Tay-KeH OHAIpY
CaAachl aAaAbl, aA MyHal >kaHe ra3 eHepkacibi OypbIHFbICbIHILIA TAPTbIAATbIH MHBECTULMSIAGD AEHTei
6oiibiHLLIA GipiHLL OpbIHAAPAbIH 6ipiHAE 60AaAbI. KypbIAbIC )XKoHe eHAEY eHepKacibi CUSKTbI caraAap
LIEeTeAAIK MHBECTULMAAAPADBIH €H a3 CaHblH aAaAbl. MakaAasa >KYMbICTbIH, ©3€KTIAIT, XaAblKapaAbIK,
MHBECTUUMSIAbIK, KbI3METTIH, 3epTTeyre >eHe TPAHCYATTbIK KopropaumsiaapAbiH, peAiH, KasakctaH
PecrybGAnKacbiHAAFbl MIHBECTULIMSIABIK, KbIBMETTIH 6afblTbl MEH AMHAMMKACBIH aiKbIHAQMTbIH iLIKi JKoHe
CbIPTKbI 3aHAbIABIKTAPAbI aHbIKTayAa KELEHA] TOCIAAI KOAAAHY OOAbIN TabblAaAbl, HEri3ri 3epTTeyAiH
FBIABIMM KYHADIAbIFbI MEH >KaHaAblFbl 6ap.

TyiiH ce3aep: TikeAael LWeTeAAIK MHBECTUUMSIAQP, TPAHCYATTbIK KOpropaumsAap, eHepkacim,
6acbiM CeKTopAap.
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PoAb TpaHCHaUMOHaAbHBIX KOMMAHWI U AOASI X MHBECTUPOBAHUS
B MPMOPUTETHbIX CeKTopax 3KkoHOMMKkK PK

KazaxcraH gBASI€TCS AMAEPOM MO NMPUBAEYEHMIO MHOCTPAHHBIX MHBECTULMIA CPEAM LIEHTPAAbHO-
asumarckmx cTpaH. CeroaHs TpaHCHaUMOHAAbHbIE KOPNOpaLyM — OCHOBHOM MHCTPYMEHT B pacLUMpPeHnmn
6G13Heca B MeXXAYHApPOAHOM MacluTabe. AaHHasi CTaTbsl MOCBSILLIEHA M3YUYEHUIO AEITEABHOCTM FAABHbIX
YUYaCTHMKOB mpouecca rao6aansaumm 3KOHOMUKKM — TPaHCHALLMOHAAbHBIX Kopriopauuii B KasaxcraHe.
ABTOpaMM PaACCMOTPEHbl OCHOBHbIE HampaBAeHWsI U O0ObEMbl MOTOKOB MPSAMbIX WMHOCTPAHHbIX
MHBECTMUMI B CTPaHy 3a MOCAeAHMe roabl. OnpeaseAeHbl OCHOBHble nokasatean MM B cTpaHe m
nepcrneKkTUBbl Pa3BuTME. B cTaTbe M3yyeHbl OCHOBHble (haKTOPbI MPUBAEYEHUS MPSIMbIX MHOCTPAHHbIX
unsecTrumin. CaeaaH 0630p HayuHOW AMTEpPATypbl MO (PAKTOPAM, OMPEAEASIOLMM MPUTOK MPSMbIX
MHOCTpPaHHbIX MHBeCTUUM B Ka3axcTaH. Pe3yAbTaTbl NokaszaAM, YTO, HECMOTPS Ha HAaAMYME PA3AMYHbIX
MOTMBOB B MPWMHITUM MHBECTULMOHHBIX PELIeHNA TPaHCHAUMOHAABbHBIMKW KOPMopaumamm, Mpsimble
MHOCTPaHHble MHBeCTUMLMKM B Ka3axcTaH B OCHOBHOM HamnpaBA€Hbl B CbIpbEBOM CEKTOP 3KOHOMMKW. B
CTaTbe MPOBEAEH aHAAM3 MPUTOKA NPSMbIX MHOCTPaHHbIX MHBECTULMIA B pa3pe3e ¢ 2014 no 2019 roabl,
B MPUOPUTETHbIE CEKTOPA 3KOHOMUKM Pecnybamnkm KazaxcraH, KOTOPbIMU SIBASIOTCSI AOObiBaioLiast
MPOMbILLAEHHOCTb, NepepabaTbiBalollas MPOMbILIAEHHOCTb, NPO(ECCMOHAABHO HayUYHO-TEXHMYECKas!
AESITEABHOCTb M MHHOBALMOHHOE pa3BuTue. B paboTe GbiAM MCCAEAOBAHbBI BOMPOChI MHBECTUPOBAHMS
B MPUOPUTETHbIE CeKkTopa 3KOHOMMKM PK. MeToAOAOrMyeckor OCHOBOM MCCAEAOBAHMS MOCAYXUAM
AHAAUTUYECKMIA M CTAaTUCTUUYECKME METOAbI, AMAAEKTUYECKMI METOA MO3HaHus UM HabAloAeHUe.
OCHOBHOW 06bEM MHOCTPAHHbIX MHBECTULIMIA MO-MIPEXXHEMY HAMPaBASIETCS B cpepbl, He Tpebytolme
MaclWTabHbIX BAOXKEHUIA M XapakTepuayiowmecs: ObICTPOi OKynaemocTblo. Takum 06pasom, AeAas
BbIBOA MO MCCAEAOBAHUIO TEHAEHUMIN (DYHKLUMOHMPOBAHWUS, OTTOKA M MPUTOKA MPSMbIX MHOCTPAHHbIX
MHBECTULMIA MO TMPUOPUTETHbIM CEKTOpaM 3KOHOMMKM Pecnybamkun KasaxcrtaH, B oTpacaeBoit
CTPYKTYp€e MHBECTULMIA OCHOBHYIO AOAIO 3aHMMAaeT roOpHOAO0ObIBAIOLLLAS OTPACAb, @ He(DTsHas 1 ra3oBas
MPOMbILUAEHHOCTU MO-TMPEXXHEMY HAXOASTCS Ha OAHOM M3 MEPBbIX MECT MO YPOBHIO NMPUBAEKAEMbIX
MHBECTULMIA. Takue OTPACAM KakK CTPOMTEAbCTBO M 06pabaTbiBatolLlasi MPOMbILUAEHHOCTb MOAYYAlOT
HanMeHbllee KOAMYECTBO MHOCTPAHHbIX MHBECTULMA. CraTbsl MMEET HayUHYiO LLeHHOCTb W HOBU3HY
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MCCAEAOBAHMS, TAE aKTYaAbHOCTbIO pPabOTbl SIBASETCS TMPUMMEHEHME KOMIMAEKCHOrO TMOAXOAQ K
WUCCAEAOBAHMIO  MEXAYHAPOAHOM WHBECTULUMOHHOM AESTEAbHOCTM M POAM  TPAHCHALUMOHAAbHbIX
KOPMopauuii, B BbISBAEHUU BHYTPEHHUX M BHELLIHMX 3aKOHOMEPHOCTEN, OMPEAEASIOLLMX HanpaBAeHWe
M AMHaMMKY MHBECTULIMOHHOM AesiTeAbHOCTM B Pecnybanke KasaxcraH.

KAroueBble cAoBa:
NMPOMBILLAEHHOCTb, MPUOPUTETHbIE CEKTOpA.

Introduction

The processes of economic globalization had led
to forthcoming of new players in the world econom-
ic and political scene — multinational corporations
(MNCs). Nowadays MNCs controls more than 50%
of the world industrial production, more than 60%
of international trade, 80% of new technologies and
know-how patents and licenses, and almost 90% of
foreign investment (Sydorov, 2019). These players
fixedly conquered the world market and can influ-
ence on economic and political situation alongside
with states. The United Nations defines MNCs like
incorporated or unincorporated enterprises compris-
ing parent enterprises and their foreign affiliates
with an equity capital stake of 10 per cent or more.
Certainly, MNCs are always interested to broaden
their activities all over the world and, in particularly,
in developing countries.

The purpose of the paper is to analyze the busi-
ness activities of MNCs in Kazakhstan and to exam-
ine their impact on national economy.

To achieve this purpose, the following research
tasks have been formulated, which are addressed in
turn in this paper:

— To monitor the flow of FDI (Foreign direct
investment) to the country;

— To define the role and a place of MNCs in
Kazakhstan;

— To prognosticate the future impact of MNCs
on the country’s economy (Musaripova, 2004: 12-
23).

As you know, the main task of the state invest-
ment policy of our country is to create a favorable
environment for the expansion of extra-budgetary
sources of financing of capital investments and at-
tracting private domestic and foreign investments
on the basis of further improvement of the regula-
tory framework and state support for effective in-
vestment projects (Atici, 2012: 167-178).

There are several sectors of the economy: the
development of natural resources, infrastructure,
communications and information, which are essen-
tial for our country. The development of these in-
dustries will have an impact not only on economic

npgamblie  MHOCTPaHHble WMHBECTUUMN,

TpaHCHaUMOHaAbHble  Kopriopaumu,

growth, but also on the social sphere, as well as on
the integration of Kazakhstan into the international
community. These are capital-intensive industries,
for the development of which both foreign capital
and strict strategic control of the state are necessary
(Birdsall, 1993:137).

Focusing on market relations, the main direc-
tion of economic reforms is the development and
implementation of the investment policy of the
state aimed at ensuring high rates of economic
growth and improving the efficiency of the econ-
omy. In the current conditions, in order to ensure
structural reforms of the economy on the basis of
the government’s programmer of action to deep-
en reforms and in conditions of limited domestic
sources of financing, it is extremely important to
attract foreign capital to the economy of the Re-
public (Smirnov, 2015: 56-61).

Foreign investments in the global economy
are becoming one of the most relevant and priority
forms of economic cooperation between the coun-
tries. The total volume of these investments in the
world is growing at a much higher rate each year
than the total gross product of the countries of the
world (Chichilnisky, 1994: 874).

Attracting investment resources on a national
and regional scale is one of the priorities of Ka-
zakhstan’s economic policy. At the same time, the
structure of foreign investments is an important is-
sue (Copeland, 1994: 755).

Foreign investments characterize investments of
capital by non-residents in the objects of investment
in the country (Caves, 1996: 895).

Prospects for the development of the country’s
economy are closely linked to the need to attract for-
eign direct investment. The formation of a favorable
investment climate and the solution of problems to
attract foreign direct investment in the priority sec-
tors of the Republic of Kazakhstan, in turn, are as-
sociated with a set of economic, social, political,
infrastructure and other aspects of economic devel-
opment. Thus, at present, the Republic of Kazakh-
stan faces the task of attracting investments taking
into account its own incentives and achievements of
national goals (David, 2012: 275-300).
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Literature review

Theoretically there are numerous studies which
investigate the impact of foreign direct invest-
ment (FDI) and MNCs on economic growth of the
host country. In the last two decades, a lot of do-
mestic scientists and experts dedicated their works
on the effects of MNCs’ activities on Kazakhstan
economy. Almost all studies on FDI have found its
positive influence on economic growth of the host
country. For the host country it brings advantages
on standard of living and possibility for economic
growth as it imports technology, managerial skills
and market access, and thus accelerates growth and
development. But others focus on negative effects
which are more vital and can be critical to economi-
cal security.

According to independent researcher of journal
“Central Asia and Caucasus” S. Smirnov (2006), the
active introduction of MNCs in Kazakhstan econ-
omy started in 1994-1997. It was a time when the
government of the country emphasized on attracting
foreign investment — big MNCs. These corporations
provided to the republic not only international rec-
ognition, but also became a guarantee the internal
political stability. However, expert noted that de-
spite of the good sides of their work in our country,
MNCs lobby their interests by official and unoffi-
cial ways through key figures in the corresponding
structure.

While L. Muzaparova’s (2004) approaches to
the tendency and peculiarities of economic trans
nationalization shows the necessity to set up Ka-
zakhstan corporations; such local companies can
resist to the world MNCs in the future. It shows that
local MNCs will allow in certain degree to protect
national economic interests, to promote further de-
velopment of Kazakhstan economic structures, in-
ternationalization of its production and capital, the
country’s integration to the world economy, and its
participation in global economic processes.

Khusainov (2013) states that the main character-
istic of the current condition of the world economy
is emergence and active development of the inde-
pendent multinational sector which in many respects
left the jurisdiction of the states. The research result
shows that economic power of large multinational
corporations has already exceed the economic pos-
sibilities of the small and middle states. Therefore,
the current situation in the world economy can be
characterized as an era of a diarchy and fight for the
economic power between the national states and
MNC:s. In the next years and decades, the fight for
economic power between MNCs and nationals will

ISSN 1563-0358
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become the defining factor of development of global
processes in world economy.

Studies on FDI have used several different prox-
ies for the infrastructure variable (Root, Ahamed,
1978; Nonnemberg and Cardoso, 2002; Jaumotte,
2004, among others). Unfortunately, however, com-
plete time series data on most of these proxies is not
readily available for the period under study (1970-
2007). Consequently, this study followed Morisset
(2000) and Nizar and Singleton (2001), among oth-
ers and uses the number of telephone lines (land-
lines and mobile) per 1000 people in a country as a
proxy for infrastructure. This has been reported to
be a consistent and reliable measure of economic
growth which has been extensively employed in the
FDI literature (Asiedu, 2002; Loree and Guisinger,
1995; Khadaroo and Seetanah, 2003; Mutenyo,
2008; Opolot et al., 2008).

In fact, Opolot et al. (2008) contend that al-
though the number of telephone lines may not be the
best proxy for infrastructure, its significance none-
theless shows that infrastructure development does
matter for FDI inflows to SSA (The United States
Social Security Administration).

Also, Wheeler (2001) used data from three de-
veloping countries (China, Brazil and Mexico) with
a high level of FDI to study its effect on pollution.
In this case, he found that the level of FDI decreased
the levels of pollution. For their part, Perkins and
Neumayer (2008) verified the relationship between
FDI and the efficiency in CO2 and SO2 emissions in
114 countries. The results proved that economies that
started from a worse environmental situation improve
their ecological efficiency faster when they adopted
technologies and environmental policies similar to
those of countries that started from a better situation,
resulting in a convergence over time. Atici (2012)
found, on the other hand, that the level of FDI had a
negative and significant impact, so that they did not
tend to increase pollution levels in the long term. On
the other hand, the intensity of research and devel-
opment activities has a great relevance on the rela-
tionship between the economic level and the level of
pollution. On the one hand, there are direct effects of
better efficiency on the reduction of pollution levels
for a level of income. On the other hand, there is the
effect of the greater benefit per unit of production,
which decreases the energy intensity needed for pro-
duction by each economic unit. Therefore, we assume
that the greater the intensity of R&D activities, the
lower the environmental impact of economic activi-
ties (Wheeler, 2001: 225).

Accordingly, in this study, the assumption was
that a country with a large number of telephone lines
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is more likely to have better roads, Internet access,
and water/electricity supply, or in short better infra-
structure. The model was specified just like Maria
Delgado (2000) and Balmoral (2004), the time sub-
scripts are omitted for presentation simplicity.

Methodology

The present study uses data from multiple sourc-
es. Primary data are obtained from the annual re-
ports of governmental documents, newspaper and
magazine news. Secondary data are obtained from
previous studies on the relevant problem, such as
UNCTAD (United nations conference on trade
and development). Analysis of various activities
of transnational corporations and trends in flows of
FDI around the world have been presented in the
World Investment Report (WIR) by UNCTAD an-
nually since 1991. In addition, statistical references
Committee on Statistics of the Ministry of National
Economy and Committee on Investment were used
as a basic data for the research. Economical methods
like statistical and comparative analysis, system ap-
proach to studying of MNCs methods were applied.
In addition, methods of the structurally functional
analysis, synthesis, and expert estimates were used
during the research process.

The paper deals with the issues of investment in
the priority sectors of the economy of Kazakhstan.
The methodological basis of the research is ana-
lytical and statistical methods, dialectical method
of cognition and observation. The research consists
in the following, which sectors of the Republic of
Kazakhstan are the priority, that is, the most attrac-
tive for foreign investors with the lowest risks, with
a high growth of forecasting. The impact of FDI
on the economic potential and development of the
country’s economy (Agosin, 2000: 146).

We have developed the following research plan:

1. Analysis of trends in the functioning, outflow
and inflow of foreign direct investment in the
priority sectors of the economy of the Republic of
Kazakhstan.

2. The main countries investors in the Republic
of Kazakhstan on the indicators.

Currently, the main factor of the world economy
was the direct international production of business
associations, based on the international movement
of business capital. Capital is characterized by a
high degree of international mobility, its movement
occurs in the process of moving financial flows
between creditors and borrowers of different
countries, between owners and their firms, which
they own abroad (Eskeland, 2002: 1-23).

In the country context, the largest FDI flows are
from the following countries: The Netherlands —
$ 3.1 million., US $ 2.3 million, Switzerland — 1.2
million dollars, China — $ 495.3 million, Russia —
$ 444.6 million., Belgium — $ 646.4 million, France
— $ 415.6 million, Korea — $ 246.8 million, UK —
$ 245.2 million (Sarsenov, 2017: 4).

Foreign direct investment is considered not only
as an additional source of domestic investment,
but also as a way to gain access to new, improved
technology, to the sales system in foreign markets,
to new sources of financing. Foreign investment can
help accelerate the creation of new industries (Pao,
2011: 765).

At the same time, there are serious concerns
that the transfer of control over resources to foreign
corporations may lead to their outflow abroad at
unreasonably low prices, negatively affect the
potential of national economic development. Real
investment policy should be based on the balance of
positive and negative aspects of investment (Adeolu,
2007: 165).

Foreign investments in the global economy are
becoming one of the most relevant and priority forms
of economic cooperation between the countries. The
total volume of these investments in the world is
growing at a much higher rate each year than the
total gross product of the countries of the world
(Perkins, 2008: 2970).

The object of a research is the international
investment activities of the multinational companies
in the Republic of Kazakhstan in the conditions of
globalization of world economy.

The priorities and different forms of the
international investment activities of the Kazakhstan
and foreign multinational corporations served as an
object of research.

The relevance of work consists in application
of an integrated approach to a research of the
international investment activities and a role
transnational corporation, in identification of the
internal and external regularities defining the
direction and dynamics of investment activities in
the Republic of Kazakhstan.

Results and discussion

As stated in Kazakhstan International Business
Magazine (2012), because of the extremely uneven
distribution of capital investment, the imbalances
in the industries are aggravated by imbalances at
the level of economic development of the regions.
According to their estimations, about 60 % of all
investments in the country fall on the cities of Almaty
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and Astana, and Western Kazakhstan, particularly
Atyrau, Aktobe, Mangistau and Kyzylorda regions
(where the raw material sector enterprises are
concentrated). In these regions, more than 80 %
of all the enterprises with foreign participation
and affiliates of the fuel-and-energy sector operate
(Smirnov, 2006: 56-61). To support this, we can say
that at the end of 80s and at the beginning of 90s,
during the economy reforming in Kazakhstan, the
first MNCs, which were the main components of
international business elite, entered to the country
like Chevron, British Gas, Exxon Mobil, BP/Statoil,
Royal Dutch/Shell, Texaco, Total, Coca-Cola, ENI,
Mitsubishi, Samsung and Agip. In other words, most
of foreign MNCs are concentrated in oil-gas sector. It
is important to notice that foreign companies during
the last 15 years played a vital role in identification,
exploration and development of oil deposits in our
country. As there was allowed to setting up not
only the joint production in Kazakhstan, but also
the companies with 100% participation of foreign
capital, by that moment 85% of oil production
capacity belonged to nongovernmental structures,
mainly to foreign MNCs (Musaparova, 2004: 62).

For briefly conclude the literature review we
can identify some main ideas. MNCs in Kazakhstan
oriented mostly on raw materials production. They
are mostly interested in this sector of economy and
sometimes use their position to lobby own interests.
Today we still do not have powerful corporations
which can act in the world scene and be competitive.
In this case, we need to carry out diversification and
direct MNCs to production of finished goods within
joint venture with Kazakhstani companies.

Foreign direct investment includes both the
investor’s initial acquisition of property abroad and
all subsequent transactions between the investor and
the enterprise in which his capital is invested. The
composition of direct investment includes:

— investment of equity capital by companies
abroad — capital of branches and shares in
subsidiaries and associates;

— reinvestment of profits — the share of the
direct investor in the income of the enterprise with
foreign investments, not distributed as dividends
and not transferred to the direct investor;

— intra-corporate capital transfers in the form
of'loans and borrowings between the direct investor,
on the one hand, and subsidiaries, associates and
branches, on the other.

In most studies on foreign investment, there
is a positive role played by investment in the
development of the economy of each country, not
an exception, and our country — Kazakhstan.
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In recent years, investment attractiveness
accounts for the share of industrial real sectors
of Kazakhstan, which attracted almost 2/3 of all
capital investments. One of the strategic plans of
the Ministry for investment and development of
the Republic of Kazakhstan for 2017-2021 is the
development of a diversified economy by improving
the investment climate, including the involvement
of TNCs in the manufacturing industry rather than
in the raw materials sector of the economy.

The inflow of foreign direct investment in
Kazakhstan is carried out through the establishment
of joint ventures and subsidiaries, privatization of
state-owned enterprises with foreign capital, transfer
of large industrial enterprises to the management of
foreign firms and investment in the banking sector.
The main form of attracting direct investment in the
Republic are joint ventures (JV), to a lesser extent —
with 100% foreign capital-subsidiaries. The largest
number of them was organized jointly with Turkey,
Russia, China, Germany, United States of America,
Italy, South Korea, Great Britain and other countries.

As shown in figure 1 for the period 2014-
2016yy. gross inflow of foreign direct investment
(hereinafter-FDI) in Kazakhstan amounted to 59.6
billion dollars. United States of America (of which
in 2014 stands at 23.7 million. US $14.8 million
in 2015 — United States of America and in 2016 —
about us $21 million).

As can be seen from figure 1, there is still a
steady trend of investment in the extractive industry,
with a decrease in the level of scientific and technical
activities. At the same time, there is a positive trend
in investment in the manufacturing industry.

Due to the fall in prices for the main export
commodities, there has been a decline in FDI inflows
to our country.

Thus, in comparison with 2014 ($23.7 million).
The volume of gross FDI for 2016 decreased by
11.5 % to $ 21 million. At the same time, despite the
decline in FDI in a number of industries, compared
with 2014, FDI in the manufacturing industry
increased in 2016:

— production of chemical products 4.8 times
(2016 — $173 million)., 2014 — $35.9 million.);

— production of textiles, clothing and leather
2.8 times (2016y. — $ 16.8 million)., 2014y. — $ 6.1
million.);

— production of vehicles and equipment — 2.4
times (2016y. — $ 20.8 million)., 2014y. — $ 8.6
million.);

— production of the metallurgical industry by
1.2 times (2016y. — $ 3.5 million)., 2014y. — $ 3
million.).
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According to the National Bank of the Republic
of Kazakhstan in the 1st half of 2017, the volume of
gross FDI inflow amounted to $ 10.5 million. that
is 8.6% more than in the same period of 2016 ($9.6
million).

The largest increase in gross FDI inflows is seen
in industries such as:

— trade-by 54.2% ($1.3 million);

— mining-2.2% ($5.7 million);

— manufacturing-by 46.7% ($2.4 million);

— transport — 10.3% ($308.4 million);

— agriculture — by 13.7% ($14.3 million).

The largest fall in gross FDI inflows in the
following sectors:

— professional, scientific  and
activities-95% ($151.2 million);

— in exploration decline of 95.3%;

— information and communication-94.2%
($21.7 million).

At the same time, the share of the manufacturing
industry in the production of oil and coal, processing
of petroleum products in the investment structure
increased from 16.9% (in the Ist half of 2016) to
22.8% (in the 1st half of 2017).
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Figure 1 — Gross inflow of direct investment by industry for 2014-2017 years, in %
Note — calculations Ranking.kz on the basis of data of NB RK

In the context of the new economic reality — the
outflow of capital from emerging markets and falling
prices for the main export commodity positions, the
Government of the Republic of Kazakhstan faces
the task of finding new sources of investment in
the development of production in non-commodity
sectors of the economy.

In order to improve the investment climate,
significant measures are being taken to support
investors, including:

— apackage of incentives has been introduced,
providing for investment preferences, stability of
legislation;

— a detailed plan was adopted to improve the
investment climate, aimed at improving the visa and
migration regime, the import of foreign labor, tax
and customs legislation, etc.;

— since 2016, the WORLD is a “one window”
for investors, where they can get the public services
necessary for the implementation of investment
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projects. Also, “one window” was created in all
regional centers of Kazakhstan;

— there is an investment Ombudsman, which
protects the rights and legitimate interests of
investors;

— a Government Council has been established
to coordinate the work on major investment projects
involving TNCs.

Also, in all regions there are councils to attract
investment under the leadership of government
structure to address issues at the local level.

As part of the implementation of the National
action plan for the implementation of The President’s
address to the people of Kazakhstan dated November
30,2015 “Kazakhstan —a new global reality: growth,

reform, development” and “national Plan — 100 steps
to implement five institutional reforms”, special
attention will be focused on further improvement of
the investment climate and attraction of TNCs.

In the long-term dynamics it is noticeable how
the interest of countries to Kazakhstan increases.
After a sharp decline in global investment flows in
2014 (up to 1.3 trillion. doll.) in Kazakhstan, their
volume fell by a significant 38.7% next year.

However, since 2016, there has been a systematic
restoration of the investment attractiveness of
industries against the background of modernization
of the investment climate of the country in favor
of “effective” investments aimed at increasing
production and trade turnover (Figure 2).
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Figure 2 — The histogram of FDI inflows to Kazakhstan, billion dollars USA
Note — calculations Ranking.kz on the basis of data of NB RK

As shown in Figure 2, investments in fixed assets
for January-April 2018 amounted to 2.6 trillion
tenge — this is 41.6% more than in 2017 (it was 1.9
trillion tenge). The main areas of investment are:

— industry — 1.7 trillion tenge (2017 — 1.1
trillion tenge);

— operations with real estate — 335.9 million
tenge (2017 — 251,9 million tenge);

— transport and storage — 304.1 million tenge
(2017 — 191,9 million tenge).

Collectively, the share of these three areas is
88.4%, or 2.3 trillion tenge.

In industry, the main share of investments is
directed to the production of crude oil and natural
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gas — 1.1 trillion tenge (65%), production of
coke and petroleum products — 215 million tenge
(12.8%), and production of metal ores — 98 million
tenge (5.8%).

But successful integration of the country into
the international community assumes formation
of the mechanism of optimum interaction with all
its elements, including, with its main subjects —
multinational corporations. For today in Kazakhstan,
according to data of UNCTAD, more than 1600
branches of multinational corporations with number
of employees — about 18 thousand people registered
the activity that makes about 0.12% of the total
number of the population of the country. It should
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be noted that the dominating positions in economy
of Kazakhstan, by the number of branches of
multinational corporation, occupy the companies of
countries of Western Europe — 13, they are followed
by the companies of the countries of Asia — 7 and
the USA - 5.

It is caused, first of all by the fact that activity
of multinational corporation is to some extent
carried out by means of an investment of direct
foreign investments in the organizations and the
enterprises of various sectors of the economy. By
means of direct foreign investments of multinational
corporation exercise effective control over the
domestic enterprises.

The analysis of the volumes attracted with
FDI over the countries investors during 1995-
2018 showed that the main volume of FDI arrived
from the developed countries, such as: Netherlands
(24.1%), USA (15.3%), Great Britain (7.7%),
France (6.1%), Italy (3.9%), Canada (3.3%) and
Switzerland (3%). Besides, rather large investors in
economy of Kazakhstan are Russia (3.9%), China
(3.9%) and South Korea (2.8%), the contribution of
the investment capital which arrived from offshore
zones is also essential (The Virgin Islands — 5%).
Shares of other countries are insignificant and
make about 3%. In total invests about 116 states in
economy of Kazakhstan (Figure 3).
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Figure 3 — The analysis of the volumes attracted with FDI over the countries investors during 1995-2018, in %
Note — calculations Ranking.kz on the basis of data of NB RK

Besides, asmall part of foreign direct investments
fell on development of trade and car repairs and
products of house use (5.7%), the financial sector
(4.9%), activity of the professional organizations
and associations (2%), civil engineering (2.3%) and
transport and communication (1.6%). A little more
than 1% of all PII fall to the share of other industries.
Such distribution of FDI on the industries, first of
all, is connected with the high level of profitability
of the raw sector of economy.

According to data of National Bank of
Kazakhstan, during 2005 on 1 on since 2011
significant increase in volumes of investment is
observed that it is connected with an active phase of
development of the Kashagan Field entering number

5 of the most large-scale deposits in the world on oil
reserves. The NCOC company which shareholders
are KazMunaiGas, ENI, Total, “Exxon Mobile”,
“Shell” (on 16.81%), “Konoko Phillips” (8.40%),
“Inpeks” (7.56%) acts as the operator of this field.
The sum of the attracted FDI per capita in 2011 was
1,207.3 US dollars of the people that more than by
2.5 times exceeds an indicator of 2005 and values
of 2010 are 7.3% higher. The volume of the saved-
up FDI during 1993-2011 per capita in Kazakhstan
was 8,793.4 dollars of the USA/people, 90% of
stocks of JSC Shymkentnefteorgsintez are sold to
Vitol Munay (Switzerland) now. Also Vitol Munay
is large (43%) Arawak Energy joint stock company
— the public company, quoted at the exchange of
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Toronto. 90% of stocks of JSC Yuzhneftegaz —
firm of the Kumkoil Hurricane of Ltd. (Canada),
60% of stocks of JSC Aktobemunaygaz — China
National Petroleum Corporation, 60% of stocks of
JSC Mangistaumunaygaz — the Indonesian company
Centralaziya Ltd Petrol, 95% of stocks of JSC
Karazhanbasmunay — the Triton (Canada).

In general, the analysis of activity of foreign
multinational corporations in Kazakhstan allows
to allocate the following number of the developed
trends:

— concentration of the transnational capital in
a mineral and raw complex is caused by the fact
that in the conditions of globalization actually there
was new international division of labor according to
which Kazakhstan is considered as the large supplier
of raw materials, in particular hydrocarbon.

— the existing low efficiency of the mechanism
of a contract control system. In general, results of
programs of privatization and a contract control
system were unambiguous. On the one hand,
production was stabilized, and plants continued to
provide with jobs and social services settlements, in
those regions where they worked. For example, the
Ispat International company (Great Britain-India)
took over pig-iron and steelmaking production of
ArcelorMittal on the control and control, Samsung
(South Korea) concluded bargains with Zhezkazgan
and Balkhash copper plants, “Glencore Trading”
(Switzerland) concluded commercial bargains with
Kaztsink.

— there is unresolved a problem concerning
activity of multinational corporation and respect for
human rights. So, the mechanism of recognition,
observance and protection of human rights
in developing countries, in particular, and in
Kazakhstan is insufficiently effectively developed.

Now experts note the insufficient number of
strong independent labor unions, there is no united
movement “green” and the powerful movement in
consumer protection. Access for citizens to justice
and adoption of ecologically significant decisions is
to some extent limited. It in turn causes the fact that
foreign multinational corporations, for receiving
higher profit in some cases violate fundamental
human  rights.  Multinational ~ corporations
(multinational corporation) will relocate the branches
in the countries of Central Asia to Kazakhstan.

Almost three quarters of all investments in the
industry are directed to the mining sector — 73.5%, or
1.6 million tenge, which is 56.6% more than a year
ago. Another 19% was in the segment of processing
— 404.8 million tenge, which is 33.6% more than
a year earlier. Less than 8% of all investments in
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the industrial sector have contributed to energy and
water supply.

In the refining segment, the main volume of
investments also fell on the sphere related to oil —
225.4 million tenge was poured into the production
of coke and refined products, plus 38.3% for the
year. In second place — the metallurgical industry —
15% of investment in processing, 62.9 million tenge,
followed by the food industry — 46.3 million tenge
is 11.4% of the investments of the manufacturing
industry.

In the first half of 2018, Kazakhstan attracted
12.3 million us dollars to the national economy,
which is 15.4% more than a year earlier — 10.6
million us dollars.

It is noteworthy that 92.4% ($11.3 billion) all
investment flows to the country formed a total of 10
countries (Figure 4).

The absolute leader in investments is the
Netherlands, for 6 months the volume of investments
amounted to 3.8 million dollars. The second strategic
investor-the US is 2.8 million dollars. Switzerland
closes the top three insurance leaders — $1.3 million.
The nearest neighbor Russia in 2018 invested in
joint projects in the amount of 821 million dollars,
against 586.3 million a year earlier.

Representatives of the 10 largest investor
countries formed a pool of the most attractive
industries. Dutch investors in the history of
economic relations with Kazakhstan have invested
54.2 million dollars (75.8% of all investments)
in the mining industry. In the manufacturing
industry and professional, scientific and technical
activities directed 5.3 million and 5 million dollars,
respectively (a total of 14.5%).

Us investors have a similar industry investment
portfolio: the mining industry accounts for 91.6%
($28.2 million). all investment volumes. Also,
investors from the US see the potential in the financial
sector of Kazakhstan, cumulative investments
in which amount to 1.3 million dollars (share —
4.3%). Close the list of investments in professional,
scientific and technical activities — 479.6 million
dollars (share — 1.6%).

Investment preferences of active investors from
Switzerland are radically different from those of
the previous two countries. For example, the main
Kazakh industry investment magnet for Swiss
investors is the manufacturing industry: $3.1 billion
US (65.8%) accumulated investments. Next is the
wholesale and retail trade, repair of motor vehicles
and motorcycles: 480,1 million USD (a share of
10.1%). In the TOP 3 industries also got information
and communication — 408.2 million dollars (8.6%).
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The total investment from Switzerland at the end of
the first half of 2018 is 4.7 million dollars (Figure 3).

At the same time, it is noted that the Northern
neighbor — Russia is not only one of the key
investors of the national economy, but also an
important strategic partner. The flow of investments
from Russia to Kazakhstan for all years of relations
is 12.2 million dollars.

Russian investors, unlike their counterparts
(TOP 10 investor countries), have made a more
diversified portfolio, distributing investments
in relatively equal shares 24.3% ($3 million)
was allocated to the manufacturing industry all
means. The mining industry attracted 2.6 million
dollars (21.2%) of Russian assets. Closes the three
potential industries of wholesale and retail trade,

repair of cars and motorcycles: 1.9 million dollars
(15.9%).

According to the research of the analytical
review, by 2022 the inflow of foreign direct
investment should grow by 26% compared to the
data of 2016, and the ratio of FDI to GDP should
be at the level of 19%, while at the moment this
figure is 16.5%. Taking into account the investment
restructuring and the focus of investments in the
service segment of the economy, by 2022 the
volume of foreign investments in fixed assets of
the non-commodity sector of the economy should
increase to 50%, also compared to 2016.

The bulk of foreign investment continues to
be directed to areas that do not require large-scale
investments and are characterized by rapid payback.
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Figure 4 — Chart of the main countries investing in Kazakhstan’s economy, in million dollars USA
Note — calculations Ranking.kz on the basis of data of NB RK

Conclusion

To sum up, authors attempted to show FDI
inflow to Kazakhstan economy and its future
prospects. As KISS (Kazakhstan Institute for
Strategic Studies) experts predict the tendencies
of the world economic development in the short
run are mostly negative and at least with high
level of probability of GDP growth rates delay in
global scale and also in leading economies. Delay
of economic growth rates is predicted in reviews
practically of all authoritative international
organizations worsened estimates of growth of

world economy prospects. In this situation of
delay in economic growth all over the world,
there is a question how FDI flows and MNC
activities will change globally and particularly in
Kazakhstan. As analysis show within the Central
Asia and CIS countries Kazakhstan is one of the
rapidly growing and one of the most FDI attractive
countries. Kazakhstan government has already
formed the most favor condition for investors.
From our point of view, the number of MNCs in
Kazakhstan will continue to grow, as they can find
good opportunities for their business: the extension
of the market with population up to 182 million
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people as a result of Eurasian Economic Union;
in addition, the important location on New Silk
Road strengthens its geopolitical role as a bridge
between Europe and Asia.

Thus, making a conclusion on the study of
trends in the functioning, outflow and inflow of
foreign direct investment in the priority sectors
of the economy of the Republic of Kazakhstan,
in the sectoral structure of investments, the main
share is occupied by the mining industry, and the

oil and gas industry is still one of the first places
in terms of attracted investments. Industries such
as construction and manufacturing receive the least
foreign investment. These figures for the last two
industries have not changed significantly over the
past 5 years. Investors are still reluctant to invest in
these industries. The main investors in Kazakhstan
are developed countries such as the Netherlands, the
USA, Switzerland, China, Russia, Belgium, France,
Korea and the UK.
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