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THE ROLE OF MULTINATIONAL COMPANIES AND
THEIR IMPACT ON THE ECONOMIC POLICY OF KAZAKHSTAN

Abstract. This article is devoted to studying the activity of the main participants
of economic globalization — transnational corporations, in the context of Kazakhstan.
I considered the main volumes and streams of direct foreign investments in the
country in recent years. Key indicators of direct foreign investments (further DFI)
in the country and the prospects of development are defined in this work. The article
also studies the major factors of attraction of direct foreign investments. A review of
scientific literature on the factors defining the inflow of direct foreign investments to
Kazakhstan is made. The paper investigates investment shares into priority sectors
of the economy of Kazakhstan and provides analytical and statistical methods of
knowledge and observation, which serve as a methodological basis of research. The
article has the scientific value and novelty of research where the relevance of work is
the application of an integrated approach to research of the international investment
activities and the role transnational corporations play in the development of different
economic sectors and infrastructure in Kazakhstan..

Keywords: transnational corporation (TNC), transnational company, direct

foreign investments (DFI), multinational corporations, industry, priority sectors.

Maiipa lyiicembexoBa, HypaayJier Kenoaes, EBrenuii Kum
TPAHCYJITTBIK KOMITAHUAJIAPABIH POJII ’KOHE OJIAPAbIH
KA3AKCTAHHBIH 9KOHOMUKAJIBIK CASICATBIHA 9CEPI

Annmarna. byn makana KazakcTaH KOHTEKCTIH/IE PKOHOMHUKAJIBIK kahaHIaHy/IbIH
HETI3r1 KaThICYIIbUIAPEI — TPAHCYJITTHIK KOPIOPAIMSIIAPbIH KbI3METIH 3epTTeyTe
apHasrad. COHFBI KbUTIAP/IAFbI €Jre TIKEJISH IIeTeN 1iK HHBECTUIIASIIAPBIH HET13T1
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KeJleMi MEeH arbIHJaphbl KapacThIpbULIbL. Byl sKyMbIcTa enjieri TiKeneH MeTenik
unBectunmsmapabH (Oyaan opi — DFI) Herisri kepcerkimTepi »oHE OJapAblH
JlaMy TepcrieKTHBaNapbl aiKbIHAAIFaH. Makanaia MIeTeNAiK MHBECTULHSIIAp/IbI
TapTyIblH Herisri (axropnapsl Ja KapacTblppuianbl. Kasakcranra Tikener
LICTENIIK HMHBECTULMSUIAPIBIH aFbIHBIH AMKbIHAAUTHIH (akTopiap OoHbIHIIA
FBUIBIMU 971e0ueTTepre oy »Kypriziia. Makanazna Kasakcran 5KOHOMUKACBIHBIH
0acpIM CeKToplIapblHa WHBECTHIMSIIAPABIH YJIeci 3epTTelielli JKoHEe 3epTTeyliH
oiCHAMAJIBIK HETi31 OOJBIN TAOBUIATHIH TaHBIM MEH OaKayIbIH aHaTHTHKAIBIK
JKOHE CTaTHCTHKAJIBIK OMICTepl KenTipitemi. MakamaHbIH FHUIBIMH KYHIBUTBIFBI
MEH 3epTTeyIiH >KaHAJIbIFBl 0ap, MYHAA XYMBICTBIH ©3€KTUII XaJbIKapaibIK
WHBECTHUIIMSUTBIK KBI3METTI JKOHE TPAHCYIITTHIK Koprioparusuiap/ s KazakcTaHHbIH
HKOHOMHUKACHI MEH MH(PPAKYPBUIBIMBIHBIH TYPIi CEKTOPIIAPbIH JAMBITYAaFbl POJIH
3epTTeyre KeeH Al TOCUIl KOJIaHy/Ia KaTbIp..

Tyitinni ce3nep: mpancyimmuorx kopnopayus (TYK), mpancymmmueix komnauus,
mixenei wemendix unsecmuyusaap (DFI), mpancynmmulx xopnopayusiap,
OHEPKICIN, 6ACHIM CEKMOpIap..

Maiipa /liocembexoBa, Hypaayier Konbaes, EBrennii Kum
POJIb TPAHCHAIIMOHAJIBHBIX KOMIIAHUU U UX BJIUAHUE
HA D9KOHOMUWYECKYIO IIOJIUTUKY KAZAXCTAHA

AnHoTaums. JlaHHass cTaThsd TMOCBSIIEHA W3YYEHUIO JEATEIbHOCTHU
OCHOBHBIX YYaCTHUKOB DKOHOMHYECKOH I100aTH3alii — TPAHCHAIIMOHATBHBIX
Kopropanuii, B koHTekcte Kazaxcrana. PaccMoTpeHBI OCHOBHBIE OOBEMBI U
MOTOKHU MPSMBIX MHOCTPAHHBIX MHBECTHIMH B CTpaHy 3a MOCJeIHUE roasl. B
JaHHOW paloTe OIpeAeNeHbl KIIOUYEBbIC MOKAa3aTesd MPSIMBIX HHOCTPAaHHBIX
nnBectunwii (nanee DFI) B cTpaHe 1 mepcrieKTUBHI MX pa3BUTHS. B cTarhe Takke
WCCIIEAYIOTCS OCHOBHBIC (DaKTOPHI MPUBICUCHUS WHOCTPAHHBIX WHBECTHIIUM.
[IpoBenen 0630p HAYYHOU JTUTEPATYPHI TTO PAKTOPAM, OTIPEEISFOIINM IIPUTOK
MpsSMBIX UHOCTPAHHBIX MHBeCcTUIMH B KazaxcraH. B cTtaTke uccnegayrorcs noau
MHBECTULIMI B IPUOPUTETHBIE CEKTOPBI SKOHOMUKHK KazaxcTtaHa v npuBoOAsSTCS
AQHAJIMTUYECKHE U CTATUCTUYECKHE METO/bI TIO3HAHUS M HAOIOIEHNUS, KOTOpPbIe
CITy>KaT METO/I0JIOTUYECKOI 0CHOBOH MccnenoBanus. CTaTbs 00ya1aeT HayqHO
LEHHOCTBIO U HOBU3HOW MCCIICJOBAHMS, T/IC aKTYaJIbHOCTH pabOThI 3aKITFOUaeTCS
B NPUMEHEHWU KOMIUJIEKCHOTO TOAXO/a K HCCIEIOBaHHUIO MEXTyHapOAHOMN
VMHBECTUIIMOHHON JIEATENILHOCTH M POJIM TPAHCHAIMOHAIBHBIX KOPIOpail B
Pa3BUTHUHU PA3IHYHBIX CEKTOPOB YKOHOMHKH X HHPPACTPYKTYPBI HOJIUTHYECKYIO
#u3Hb Kazaxcrana.

KaroueBsie  caoBa:  mpanchayuonanvHas — kopnopayus — (THK),
MPAHCHAYUOHAILHASL KOMNAHUSA, npsimble uHocmpanuvle uneecmuyuu (DFI),
MPAHCHAYUOHATbHBIE — KOPHOPAYUU,  NPOMBIUULEHHOCHb,  NPUOPUMEmHble
CeKmopul.
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Introduction

The widespread distribution and growth of transnational corporations (TNC)
in the post-World War II period is one of the most important phenomena of recent
times and has spawned numerous studies of it. When defining the very concept
of TNC, attention is paid to the fact that they possess, control, produce and/or
provide services outside the country where they are based. The ambiguous nature
of TNC ownership can be private, public or corporate (mixed). The role of TNCs
in global economic development and international relations is assessed differently,
but it is generally accepted that TNCs have very broad capabilities, expanding
their activities beyond national borders. TNCs are usually recognized for extensive
investment of capital in the national economy of a specific country [1].

Transnational corporations are the link between world trade and international
manufacturing. They operate in dozens of countries around the world through
their subsidiaries and affiliates, using a single cutting edge scientific, technical
and financial policy [2]. In addition, they have great research, production and
market potential, which ensures high rates of development. The export of capital
and its efficient allocation are the basis of the world domination of transnational
corporations. The aggregate foreign investment of all TNCs currently plays a
more significant role than trade. TNCs control a third of the productive capital
of the private sector around the world, up to 90% of direct investment abroad
[3]. Kazakhstan is the leader in attracting foreign investments among the central
Asian countries. Today transnational corporations are the main tool in business
expansion internationally.

Methodology

The methodological part of this piece consists of two main methods: literature
review and comparative analysis. Kazakhstani market is the topic of interest, the
scope of this article mainly covers local authors and their works. As foreign pieces
are concerned, the data is collected from Russian authors because of historical
neighborhood and close economic and political ties with Kazakhstan. Comparative
analyses are made between different regions of Kazakhstan and the difference in
sectors of the economy in FDI share.

Distribution of FDI in Kazakhstan

As stated in Kazakhstan International Business Magazine (2012), due to the
uneven distribution of capital investment, the imbalances in the industries are
enhanced by imbalances at the level of economic development of the regions.
According to the estimation, about 60% of all investments in the country are
directed to the cities of Almaty and Astana, and Western Kazakhstan, particularly
Atyrau, Aktobe, Mangistau and Kyzylorda regions, where the raw material sector
enterprises are located. These regions contain more than 80% of all the enterprises
with foreign participation and affiliates of the fuel-and-energy sector operate [4].

Koram

Ne 2 (78) 2023 FblIbIMU-CAPANTAMANbI XYPHAN 3
¢ Mpyip



International enterprises like Chevron, British Gas, Exxon Mobil, BP/Statoil,
Royal Dutch/Shell, Texaco, Total, Coca-Cola, ENI, Mitsubishi, Samsung and Agip
entered the Kazakhstani industry at the end of 80s and the beginning of 90s, during
the economic reform in Kazakhstan. Most of foreign TNCs are concentrated in oil-
gas sector. Moreover, it is important to note that foreign companies played a vital
role in identification, exploration and development of oil deposits in our country
during the last 15 years. There was allowed to set 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 TNCs [5].

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 foreign companies;

— 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 investor, on the one hand, and associates and subsidiaries, on the other [6, 153].

TNCs in Kazakhstan are focused mostly on raw materials production. They
are mainly interested in this sector of economy and sometimes use their position
to lobby own interests. Today we still do not have powerful corporations that
can act in the world scene and be competitive. In this case, we need to carry out
diversification and direct TNCs to production of finished goods within joint venture
with Kazakhstani companies.

Benefits of FDI

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

The inflow of FDI in Kazakhstan is carried out through the development of
joint ventures and subsidiaries, privatization of enterprises owned by the state with
foreign capital. The main form of attracting direct investment in the Republic are
joint ventures, to a lesser extent — with 100% foreign capital-subsidiaries. Due to
the fall in prices for the main export commodities, there has been a decline in FDI
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inflows to our country. For example, in comparison with the volume of gross foreign
direct investment in 2014 ($23.7 million), the FDI for 2016 decreased by 11.5 %
to $ 21 million. At the same time, despite the decline in FDI in several industries,
compared with 2014, FDI in the manufacturing industry increased in 2016 [7].

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 [8]. 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 — by 2.2% ($5.7 million);

— Manufacturing — by 46.7% ($2.4 million);

— Transport — by 10.3% ($308.4 million);

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

These numbers are increasing each year. 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 1st half 0of 2016) to 22.8%
(in the 1st half of 2017).

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. And this trend is shown almost in every sector of the DFI.

In general, the analysis of activity of foreign transnational corporations in
Kazakhstan allows us to see the following number of the developed trends:

— Concentration of the TNCs’ capital in a mineral and raw complex is caused
by the fact that there was new international division of labor according to which
Kazakhstan is considered as a large supplier of raw materials.

— 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 instance, the Ispat International company (Great Britain-India)
took iron and steel making production of ArcelorMittal under control, Samsung
(South Korea) negotiated bargains with copper plants located in Zhezkazgan and
Balkhash cities, Glencore Trading (Switzerland) concluded commercial bargains
with Kaztsink [6, 157].

— There is unresolved a problem concerning activity of TNCs and respect for
human rights. So, the mechanism of recognition, observance and protection of
human rights in developing countries, in particular, and in Kazakhstan has not
been effectively developed.
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Main investors

Top 10 mnvestor countries in Kazakhstan, in million $ USA
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Figure 1. — The analysis of the volumes of attracted FDI over the country’s
investors during 1995-2018, in % Note — calculations Ranking.kz on the
basis of data of NB RK.

According to Figure 1, most of the FDIs come from western countries. 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 [8].
=
12
w
4
L]
4
-
= » ,m.,, ,_].,., CETEn 378 am
[
e 1 |-1 ...l"l h"lé 3’ IQ
B okl FIF° 1 X Wl dollem 1052 123 w7
B TOP1 3 Conntren FRI (443 _‘-"M RIS m "M G ﬂ"ﬂ“i "2 l‘

= Tatw! FIOT o IR, MOTIen aTiars 784 =T 10 Coantrees FTH [

Figure 2. — The histogram of FDI inflows to Kazakhstan, billion dollars
USA Note — calculations Ranking.kz on the basis of data of NB RK.
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Figure 2 illustrates not only how top-10 investor-countries steadily made
investments into the economy of Kazakhstan from 2013 to 2018 but also the
increase in the amount of those investments year by year.

Conclusion

Making a conclusion on the study of trends in outflow and inflow of foreign
direct investment in the priority sectors of the economy of the Republic of
Kazakhstan, we can see that the main share of those investments is still focused
on mining, oil and gas industries. The main investors in Kazakhstan are developed
countries such as the USA, the Netherlands, Switzerland, Russia, China, Belgium,
Korea, France, and the UK.

To sum up, this article attempts to show how foreign investments by TNCs
affects the economy of Kazakhstan and the future prospects of such a trend. As
KISS (Kazakhstan Institute for Strategic Studies) experts forecast, 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
TNC activities will change globally and particularly in Kazakhstan. As analyses
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 my point of view,
the number of TNCs in Kazakhstan will continue to grow. They can find good
opportunities for business: the extension of the market to Central Asian countries
and Kazakhstan’s location on New Silk Road strengthens its geopolitical role as a
bridge between Europe and Asia.
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