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ABOUT REFORMATICS
This Report “Analysis of regional and industrial restrictions in priority sectors for investments
attraction” is produced by an international consulting firm, Reformatics LLC (hereafter the
Consultant). Reformatics is an advisory company, which has been closely working with and
consulting the public sector leaders around the world since 2012, assisting them to design
formulas, algorithms and strategies for rapid economic growth as well as for innovative
approaches to business climate improvement and investment attraction.
Reformatics was established by Georgia’s former Prime Minister, Mr. Nika Gilauri (Founder &
Managing Partner), who leads the company together with his former chief advisers on economic
issues and Reform, business sector and governance – Ms. Tamara Kovziridze (Partner and Senior
Director) and Mr. Vakhtang Lejava (Partner and Senior Director). Reformatics is registered in
Tbilisi, Georgia.
Reformatics has been conducting various consulting engagements in Africa, Central and Eastern
Europe and Central Asia. Notably, Reformatics provides tailor-made consultancy services based on
its team’s extensive hands-on experience of governance and reform implementation. Reformatics
adapts the wealth of experience and expertise to its Clients’ needs and values in order to ensure
that the advice it gives is both realistic and feasible.
Reformatics creates real value for the Clients in the form of ideas and concepts for necessary,
effective and far-reaching change.
Advisory services by Reformatics include, but are not limited to designing actionable reform
strategies, providing detailed reform programs and action plans, delivering conceptual advice,
analytical and diagnostic services, detailed consultancy, counseling and recommendations down
to technical level of details, and providing support and guidance for implementation.
Since 2014, Reformatics has been working with the Government of the Republic of Kazakhstan.
With intensive support by the company, the country improved its position from 77th to 28th place
in the World Bank Doing Business ranking. Based on the WB Doing Business 2016 report
Kazakhstan was named the best reformer country.
Reformatics has consulted the Government of Kazakhstan in the fields of business climate, tourism,
investment attraction.

3

Table of Contents
EXECUTIVE SUMMARY............................................................................................................................................. 5
1.

INTRODUCTION ..............................................................................................................................................10

2.

INVESTORS SATISFACTION SURVEY .......................................................................................................12

3.

ANALYSIS OF THE CURRENT STATE OF INVESTMENT ATTRACTIVENESS IN THE REGIONS
13
3.1.

Analysis of general business and investment environment of Kazakhstan ............ 13

3.2.

Analysis of FDIs in West Kazakhstan, South Kazakhstan and Karaganda Regions 17

3.3.

Analysis of South Kazakhstan, West Kazakhstan and Karaganda Regions.............. 20

4. PRIORITY SECTORS FOR ATTRACTING INVESTMENTS IN SOUTH AND WEST KAZAKHSTAN
REGIONS AND KARAGANDA REGION................................................................................................................30
4.1.

Priority sectors in South Kazakhstan Region .................................................................. 30

4.2.

Priority Sectors in West Kazakhstan Region ................................................................... 31

4.3.

Priority Sectors in Karaganda Region................................................................................ 32

5. RECOMMENDATIONS TO BRIDGE THE GAP BETWEEN CURRENT STATE AND NEEDS AND
FOR ELIMINATION OF RESTRICTIONS IN PRIORITY SECTORS TO MEET THE NEEDS FOR
ATTRACTING INVESTMENT IN THE REGIONS ...............................................................................................34
6.

CONCLUSIONS..................................................................................................................................................38

Attachment 1: Investors’ Satisfaction Survey..............................................................................................40
The List of Tables and Figures
Table 1: FDI Restrictiveness Index of Kazakhstan, 2017 .....................................................................15
Table 2: Shares of gross regional products, FDI & population .............................................................18
Figure 1: Kazakhstan's Ranking and Score in LPI Components............................................................................................ 17
Figure 2: Gross FDI by regions of Kazakhstan (2014-2017) .................................................................................................. 18
Figure 3: Gross FDI in 3 regions and share in total FDI ............................................................................................................ 19
Figure 4: Gross FDI inflow in 3 regions ............................................................................................................................................. 19
Figure 6: Gross FDI Inflow 2013-2017 ............................................................................................................................................. 20
Figure 5: Structure of Gross FDI 2013-2017................................................................................................................................... 20
Figure 7: SKR GDP by Type of activities ............................................................................................................................................ 21
Figure 9: SKR GRP Composition & Trend ......................................................................................................................................... 22
Figure 8: Trend of GRP Sectors in SKR ............................................................................................................................................... 22
Figure 10: Gross FDI in SKR & share in total FDI.......................................................................................................................... 23
Figure 11: WKR GRP by Type of activities 2017 ........................................................................................................................... 24
Figure 12: WKR GRP Composition & Trend .................................................................................................................................... 25
Figure 13: Trend of GRP Sectors in SKR ............................................................................................................................................ 25
Figure 14: Gross FDI in WKR & share in total FDI ....................................................................................................................... 26
Figure 15: Karaganda GRP by Type of activities ........................................................................................................................... 27
Figure 16: Karaganda GRP Composition & Trend ........................................................................................................................ 28
Figure 17: Trend of GRP Sectors in Karaganda ............................................................................................................................. 28
Figure 18: Gross FDI in Karaganda Region & share in total FDI........................................................................................... 29

4

EXECUTIVE SUMMARY
The present Report is prepared by Reformatics in the framework of the Project “Improvement of
Mechanisms for Attracting Investments to the Republic of Kazakhstan and Promotion of
Investment Image of the Republic of Kazakhstan,” which started in September 2018 and runs until
the end of the year.
For the fulfillment of the tasks related to the analysis of investment environment in the regions of
Kazakhstan and of the regional and industrial restrictions in priority sectors for investment
attraction according to the ToR, Reformatics, upon the agreement with the Client, undertook
analysis of investment environment of the 3 following regions: South Kazakhstan region, West
Kazakhstan region and Karaganda region. With this purpose Reformatics i) provided a survey of
investors for identification of problems for investment activities in the sectoral and regional
contexts; ii)analyzed the 3 above-mentioned regions of Kazakhstan for identification of constrains
for the attraction of FDI; iii) identified the priority sectors for FDI in target regions iv) elaborated
steps to bridge the gap between the current state and priority needs for each region and v)
elaborated recommendations for elimination of restrictions in priority sectors to meet the needs
in the process of attracting investment.
The team of Reformatics works closely with Client and has frequent communication through
various means. The team of Reformatics visited Kazakhstan and conducted meetings with relevant
stakeholders in order to get more detailed information about regions concerned. For obtaining
first-hand information, Reformatics conducted interviews with the representatives of KAZAKH
INVEST in South Kazakhstan, West Kazakhstan and Karaganda regions.
The present Report provides the results of the analysis of 3 regions of Kazakhstan in terms of
investment attractiveness, identifies priority sectors for investment, provides recommendations
for bridging the gaps and needs, and for elimination of restrictions in priority sectors for attracting
investment. The Report includes the following parts:
•

Analysis of the current state of investment attractiveness in the regions and sectoral
constraints and requirements for attracting investments in the context of each region;

•

Identification of the priority sectors for attracting investment in the regions;

•

Recommendations to bridge the gap between current state and needs, and for elimination
of restrictions in priority sectors to meet the needs for attracting investment in the regions.

Brief description of activities undertaken by Reformatics
Investors satisfaction survey
For the investors’ survey, Reformatics elaborated a questionnaire aiming at identification of
investors’ satisfaction degree (in overall) and problematic issues arising in the course of
investment activities.
Survey was conducted with the support of the National Chamber of Entrepreneurs of the Republic
of Kazakhstan – ATAMEKEN. The questionnaires were distributed by ATAMEKEN among
companies throughout the country – including the regions of Kazakhstan. ATAMEKEN provided
5

Reformatics the filled questionnaires, which were analyzed. The details of the survey are provided
in the Attachment 1 of the present Report.
The analysis of the survey showed that there are several spheres in the country, where the reforms
are needed in order to further improve business environment. Tax and customs areas are named
by the majority of businesses as a priority spheres for the reforms, followed by licenses and
permission area and labor market regulations.
According to the answers, Kazakh businesses face most problems in attraction of foreign labor
(45% of surveyed) – the highest share among the indicated 12 areas and obtaining permits and
registration of land (40% each)
Difficulties in searching/obtaining the reliable information and informal payments were identified
as problematic issues in licensing and permission area. The highest share of respondents thinks
that there are some or big problems related to time to complete export and import procedures,
followed by informal payments to collect documents and obtain permits needed for export and
import.
Analysis of the current state of investment attractiveness in the regions of the Republic of
Kazakhstan, and sectoral constraints and requirements for attracting investments in the
context of each region
General business environment plays an important role in the formation of an attractive business
climate in the country. The doing business environment itself influences investment attractiveness
of a particular sector and/or region. Taking into consideration this factor, for general description
of investment environment in the country, Reformatics analyzed several international reports on
Kazakhstan, such as the latest WB Doing Business Report (2019), OECD Investment Policy Review:
Kazakhstan 2017 and FDI Restrictiveness Index 2017, produced by the OECD.
As it was agreed with the Client, 3 regions of Kazakhstan, South Kazakhstan region, West
Kazakhstan region and Karaganda region were analyzed to summarize the state of investment
attractiveness in these regions and also, for identification of sectoral constrains. Reformatics
reviewed and analyzed available statistical information, strategies and other documents for the
abovementioned 3 regions and identified weaknesses and advantages of these regions with regard
of FDI attraction.
Development trends of sectors in target regions were analyzed, other available information on
shortcomings and bottlenecks for investment and FDI was reviewed. As a result of the analysis
Reformatics provides its views of advantages and disadvantages of the regions which have an
influence on FDI attraction.
Identification of the priority sectors for attracting investments for each region
For identification of sectors, which could be attractive for FDI, Reformatics conducted sectoral
analysis of gross regional products and development trends. Kazakhstan is rich with mineral
resources - not only oil and gas (which are primary commodities), but also with other recourses
that can become a basis for further development of industrial production and manufacturing.
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Therefore, the availability of resources was taken into account (with other factors) for
identification of priority sectors for FDI, having potential for further growth.
Kazakhstan is located on the ancient Silk Road, connecting East and West and has transit potential,
which gives the country the opportunity to develop related industries that can become an
attractive sector for investment and FDI. South Kazakhstan, West Kazakhstan and Karaganda
regions are different from each other – South Kazakhstan is the largest producer of cotton, West
Kazakhstan region has largest deposits of oil and gas and is famous for wheat production, while
Karaganda region is dominated by manufacturing. At the same time, there are some sectors of
economy that can be attractive for FDI in two, such as for example chemical production (for South
and West Karaganda regions), logistics (for south and Karaganda regions).
Reformatics identified the following sectors attractive for FDI in the regions:
•
•

•

In South Kazakhstan region: chemical production, production of fabricated metal products,
textile and apparel, transport and logistics, tourism and construction.
In West Kazakhstan region: production of construction materials, petrochemical and
chemical industry, food processing (mining and quarrying itself is the main feature of this
region due to large scale deposits and interesting for investment. Therefore, this sector was
excluded from the assessment).
In Karaganda region: logistics, production of fabricated/finished metal products,
ferroalloys, mechanical engineering (machinery and complex instruments) and meat
processing.
Recommendations to bridge the gap between the current state and needs, and for elimination
of restrictions in priority sectors to meet the needs for attracting investment in the regions.

Based on the analysis of general business and investment environment and trends of the
development of specific sectors of regional economies, Reformatics provides concrete steps and
recommendations for filling the gap between the current state and investment needs, and for
elimination of sectoral restrictions and attraction of FDI.
Taking into account that most regulations and constrains are horizontal, common across the whole
country, and having the impact on the attractiveness of FDI in sectoral context and regional levels,
Reformatics provides general, country-wide recommendations for bridging the gaps and needs for
FDI attraction. Apart from this, there are some constrains at the sectoral level, elimination of which
is essential for the development of particular sectors.
According to abovementioned, Reformatics provides 10 general and 3 specific recommendations.
General recommendations:
1. Improvement of trading across borders policy and simplification of procedures for
international trade, including export procedures, which is important for the increase of
export possibilities for goods and services produced in Kazakhstan. Simplification of export
will have positive impact on attracting investors in any sector, including production.
2. Improvement of infrastructure: accessibility of high-quality transport infrastructure is
important for the attraction of FDI. In all target regions transport infrastructure still needs

7

further improvement. Reformatics recommends to invest in the improvement of general
infrastructure, which is important to increase FDI attractiveness of the regions.
3. Simplification of procedures related to hiring of overseas personnel. Due to the existing
quota system on foreign employees, investors are often facing prolems related to hiring
foreign workers that is essential for implementation of particular investment projects.
4. Acceleration of privatization process and facilitation of transfer of state owned property
under the private ownership. This will improve effectiveness of companies and make them
more market oriented.
5. Improvement of skills: Skills mismatch is the challenge of target regions as well as the
country as a whole. Reformatics recommends to introduce effective PPP schemes of
vocational education in close cooperation with private sector for the development of
competitive human capital.
6. Removal of barriers for participation in public procurement: Companies are often facing
problems during participation in public procurement process because of still existing nontransparent practices and favoritism. Reformatics recommends to make public
procurement process more transparent, providing equal conditions for participation to all
interested parties.
7. Introduction of effective schemes of Public-Private Partnership (PPP): Reformatics
recommends to introduce effective PPP schemes for attraction of FDI in priority sectors.
Reformatics provided recommendations for the improvement of legal and institutional
framework for PPP in the framework of the existing Project with the Client.
8. Strengthening of institutional capacities: Kazakhstan, like other Post-Soviet countries, lacks
institutional capacities, which are important to implement effective structural reforms
including at the operational level, which is more problematic on regional levels. Reformatics
recommends to further strengthen institutional capacities in the regions, especially of
those, dialing with investors relations.
9. Promotion of the image of the regions under the umbrella of Kazakhstan’s promotion:
Reformatics recommends promotion of regions under the umbrella of Kazakhstan as an
investment destination. Promotion of the regions is advised to take place in the frame work
of the country promotional campaigns, as the awareness of specific regions among
international business community is very low or non-existent and it will be almost
impossible to attract investment just by referring to single regions. Kazakhstan’s awareness
is comparatively higher – although it still requires active effort – and therefore, more
emphasis should be made on promoting Kazakhstan as a whole first. Special emphasis
should be paid to the promotion of the priority sectors that have a potential to attract
external financing.
10. Support to internationalization of local companies: Support to companies in attraction of
foreign capital through IPOs. This will improve management and operation of these
companies and establish modern business practices.
For addressing the gaps in particular sectors, Reformatics provides the following specific
recommendations:

8

11. Mining and quarrying: Tax rates on the extraction of minerals increased due to changes in
the Tax Code of Kazakhstan in 2018, which many companies, especially small companies,
cannot afford. As a result, they became uncompetitive and less attractive for international
investors Reformatics advices to explore the possibilities for the reduction of tax rate on the
extraction of minerals.
12. Logistics: The development of logistics and attraction of FDI in this sector, besides highquality infrastructure, requires relevant and modern competences. Lack of relevant
competences can impede the development of logistics as well as attraction of FDI.
Reformatics recommends providing relevant education especially in those regions, which
have the potential in logistics. Attraction of 3LP (Third Party Logistics) providers can be a
solution for the initial stage.
13. Agriculture: Exporters of meat product (which has development potential) often have
problems during the export of agricultural products, related to obtaining of veterinary
certificate. Issuance of veterinary certificate requires time (3 days as reported), which is
problematic in case of perishable products such as meet products. Reformatics
recommends to streamline and simplify procedures for obtaining veterinary certificate for
export for avoiding “losses” of companies in case of perishable products. Another area for
the improvement, but for long-term can be a gradual approximation with the international
food safety standards. This problem was identified by IFC, as a challenge for exports of
agricultural products both to the Eurasian Economic Union, as well as to WTO member
countries It should be beard in mind that the approximation to international requirements
in food safety is costly process and can cause high compliance costs for both businesses and
the government. Therefore, this process should be gradual for insuring a smooth transition
and avoiding significant burden.
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1. INTRODUCTION
The present Report “Analysis of Regional and Industrial Restrictions in Priority Sectors for
Investments Attraction” has been prepared by the international consulting firm Reformatics LLC
(Consultant) within the framework of the Project: “Improvement of Mechanisms for Attracting
Investments to the Republic of Kazakhstan and Promotion of Investment Image of the Republic of
Kazakhstan”, signed between Reformatics and Kazakh Invest (Client). The project was launched in
September 2018 and expires by the end of the year.
As requested by the ToR the Report provides i) the analysis of the results of investors satisfaction
survey; ii) analysis of the current state of investment attractiveness in the regions of the Republic
of Kazakhstan and sectoral constraints and requirements for attracting investments in the context
of each region; iii) Specification of priority sectors for attracting investments for each region; iv)
concrete steps to bridge the gap between the current state and priority needs for each region v)
recommendations and concrete steps for elimination of restrictions in priority sectors for
attracting investment in the regions of Kazakhstan.
Based on the agreement with KAZAKH INVEST, Reformatics reviewed and analyzed 3 regions of
Kazakhstan - South Kazakhstan region, West Kazakhstan region and Karaganda region. A wide
range of information was analyzed, including information delivered by the Client, statistical
information and available international reports etc. For obtaining additional information,
Reformatics conducted interviews of the representatives of KAZAKH INVEST in the target regions.
Qualitative and quantitative analyses were conducted and based on these analyses, the state of play
in terms of FDI attractiveness of target regions was evaluated, priority sectors for investment in
the regions were identified, steps for bridging the gaps and needs in target regions provided and
recommendations on elimination of restrictions in priority sectors for the increase of investment
attractiveness proposed.
The second part of the Report provides information about the survey of investors and the results
of the survey. Analysis show that there are several areas, where further improvement and reform
is needed.
The third part provides analysis of investment climate and investment attractiveness of the 3
following regions of Kazakhstan - South Kazakhstan region, West Kazakhstan region and
Karaganda region. This section identifies sectoral constrains and also, requirements for the
attraction of investment in the regional context. General country-wide business and investment
environment of the country was also analyzed while it plays an important role and influences
entrepreneurial activities in the country. With this purpose, international reports, such as the WB
Doing Business Report 2019, OECD Investment Policy Review (2017) and FDI restrictiveness Index
(2017) were reviewed.
The fourth part of the Report provides information on priority sectors of the economy which are
attractive for investment in each region. Prioritization of sectors is made with consideration of
different factors, including the availability of the resources, potential of development, export
potential etc.
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The fifth part of the Report provides recommendations and concrete steps for elimination of
restrictions in priority sectors for attracting investment in the regions of Kazakhstan. In total,
Reformatics provides13 general and specific recommendations.
The sixth part of the Report is conclusions summarizing the findings of the analyses and
recommendations.
Kazakhstan is rich with minerals resources and has one of the largest resources of oil and natural
gas, which significantly contributes to its economy. At the same time economy and export is not
well diversified and largely depends on oil and gas. High dependence on oil resources increases
external vulnerability and raises needs for diversification. With this regard it is very important to
eliminate bottlenecks for investment and develop effective schemes for attraction of foreign
capital.
Taking into consideration the above-mentioned, during specification of the priority sectors for FDI,
Reformatics paid more attention to the sectors other than mining, oil and gas sectors, that is also
very important for economic diversification.
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2. INVESTORS SATISFACTION SURVEY
Reformatics, in close cooperation with the Client and by the support of the National Chamber of
Entrepreneurs of the Republic of Kazakhstan – ATAMEKEN provided country-wide survey of
investors.
The main aim of the survey was the identification of investors satisfaction with the existing
business and investment environment, as well as problematic issues arising in the course of
investment activities.
Reformatics elaborated a questionnaire, which includes questions in various directions that are
important for doing business, including licenses and permission, tax and customs procedures,
labor regulations etc. Investors were asked to provide their opinion regarding investment
attractiveness of Kazakhstan, existing bottlenecks in investment environment, results/effects of
implemented reforms etc. In total 22 questions are included in the questionnaire with multiple
choice and open answers.
Reformatics had close cooperation with KAZAKH INVEST in the process of elaboration of the
questionnaire. The Client provided additional questions, the most of which were included in the
Reformatics questionnaire, while some questions were merged with the questions of Reformatics.
Upon the delivery of the filled questionnaires from ATAMEKEN, Reformatics analyzed their results.
Qualitative and quantitative analyses of the results were conducted (the information on main
results of the survey is attached).
According to the results of the survey, 80% of the interviewed investors are satisfied with
Kazakhstan’s business environment and think that Kazakhstan is an attractive county for business
and investments, but in following questions they are clarifying problematic issues. 76% of
surveyed companies think that Kazakhstan is developing in the right direction, but at the same
time, the majority of companies - 70% - think that their business will remain the same, 7% are
pessimistic, and only 23% of investors have optimistic expectations, that their business will grow.
Attraction of foreign labor was named by 45% of surveyed companies as the most problematic for
businesses (the highest share among 12 areas asked), followed by obtaining permits and
registration of land - each named by 40% of investors as problematic. According to the responds,
the highest share of “huge problems” are recorded in land registration procedures (16%) and
unofficial payments (15%).
Tax code and tax administration were named as priority areas for the reforms by 98% and 97% of
surveyed companies respectively, followed by customs code and customs administration - named
by 95% and 94% companies as a priority spheres for the reforms. At the same time, about 50% of
surveyed companies think that the customs administration requires very complex or somewhat
complex interaction. The same opinion regarding the tax authorities was expressed by 60% of
surveyed companies.
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The absolute majority of surveyed companies (98%) prefers to have an equal
treatment/conditions with simple and transparent rules for all enterprises, rather than having
investment incentives (agreed with the government) for individual companies.
According to the opinion of surveyed companies, export and import procedures are quite
complicated. The highest share of respondents (93%) think that there are some or big problems
related to time to complete export and import procedures, followed by informal payments for
collecting documents and obtaining permits (89%).
Licensing and permission systems are also areas, were reforms are needed for further
improvement of business environment. The number of licenses and permits as a big problem or
relatively difficult for doing business were named by 85% of companies. 63% of surveyed
companies identified informal payments in the process of obtaining licenses and permits as a big,
or relatively big problem. 85% of surveyed companies responded that to search/obtain reliable
information on licenses and permissions is very difficult or there are certain difficulties, while only
15% finds it easy.
In general, more than half of respodents noted that for the improvement of business environment
it is nessesary to improve availability of information (55%) and interaction between state bodies
and private individuals (57%).

3. ANALYSIS OF THE CURRENT STATE OF INVESTMENT ATTRACTIVENESS IN
THE REGIONS
Reformatics reviewed and analyzed 3 target regions of Kazakhstan – South Kazakhstan region,
West Kazakhstan region and Karaganda region.
This section provides analysis of general business environment, which is common at state and
regional levels, economic trends and indicators by region, including FDI trends and statistics.
Availability of natural/mineral recourses, which in case of Kazakhstan is one of the most essential
basis for manufacturing and processing were assessed.
While business and investment climate is very important for the attraction of FDI, general doing
business environment was assessed based on the analysis of WB Doing Business report 2019,
OECD Investment Policy Review: Kazakhstan 2017, and FDI Restrictiveness Index 2017, produced
by the OECD.
3.1.

Analysis of general business and investment environment of Kazakhstan

Kazakhstan undertook a broad range of reforms for the improvement of doing business
environment in the country. Implemented reforms were reflected in the World Bank Doing
Business reports and Kazakhstan achieved substantial advancement in the Doing Business ranking.
Since 2013, Kazakhstan improved its positions in the ranking by 49 places from 77 to 28 and was
promoted in all indicators except Registering Property and Paying Taxes.
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According to the WB Doing Business 2019 report, Kazakhstan was promoted from the 36th to the
28th place. Kazakhstan improved its positions in 6 following topics:
•

Starting a Business – ranks 36th, improved by 5 positions;

•

Dealing with Construction Permits – ranks 35th, improved by 22 positions;

•

Getting Credits – ranks 60th, improved by 17 positions;

•

Trading Across Borders – ranks 102nd, improved by 21 positions;

•

Enforcing Contracts – ranks 4th, improved by 2 positions;

•

Resolving insolvency – ranks 37th, improved by 2 positions.

In the Trading across Borders, which is one of the most important factors for international trade
and respectively for investors, Kazakhstan’s position is not favorable, despite last year’s
improvement in the ranking. Kazakhstan is still beyond top 100 countries and ranks 102nd.
According to the Doing Business 2019 report, “Kazakhstan made trading across borders easier by
introducing an electronic customs declaration system, ASTANA-1 IS, as well as reducing customs
administrative fees”.
In Trading Across Borders topic Kazakhstan stands below the average of Europe and Central Asia
(ECA) region. Time and costs required for export is much higher rather than ECA average. Namely,
105 hours and 470 US$ is required for export for border compliance, while only 22.1 hours and
157.5 US$ is required in the ECA region on average; the same indicators in case of documentary
compliance are 128 hours and 200 US$, while in the ECA region 24.3 hours and 97.9 US$ are
required.
Further improvement of export related and border crossing procedures has an utmost importance
for the attraction of FDIs in the country as well as export diversification.
According to the Investment Climate Statement of the US Department of State (July, 2018),
notwithstanding that there are no legally closed sectors of economy for investors, there are some
restrictions on foreign ownership in some sectors, such as transportation and ICT (49% share
limit). Irregular application of laws and regulations was named as one of the issues by foreign
investors that lead to unfair practices. Despite substantial investment in the energy sector, there is
a concern about the risk of preferences for domestic companies, especially in procurement1.
During the last several years, Kazakhstan slightly improved its positions in the FDI Restrictiveness
Index of OECD. The index measures the restrictiveness of FDI-related rules in the following areas:
foreign equity restrictions; discriminatory screening or approval mechanisms; restrictions on key
foreign personnel and operational restrictions.
Notably, the value 0 assigned to open and the value 1 - for closed countries. Kazakhstan slightly
improved its scores during the last 5 years (2013-2017) from 0.139 to 0.112. The FDI
Restrictiveness Index measures country’s policies in the following 9 areas: primary production,
manufacturing, electricity, distribution, transport, media, telecommunications, financial services,
1

https://www.state.gov/e/eb/rls/othr/ics/2018/sca/281702.htm
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business services. Table 1 below shows Kazakhstan’s performance and scores in 2013-2017 in all
9 areas.
Table 1: FDI Restrictiveness Index of Kazakhstan, 2017
Change

2013

2014

2015

2016

2017

Overall Score

0.139

0.139

0.139

0.112

0.112

0.027

Business Services

0.050

0.050

0.050

0.040

0.040

0.010

Distribution

0.050

0.050

0.050

0.040

0.040

0.010

Electricity

0.050

0.050

0.050

0.040

0.040

0.010

Financial Services

0.125

0.125

0.125

0.118

0.118

0.007

Media

0.550

0.550

0.550

0.553

0.553

-0.003

Primary Sector

0.225

0.225

0.225

0.215

0.215

Manufacturing

0.050

0.050

0.040

0.040

0.040

0.010
0.040

Telecommunications

0.400

0.400

0.400

0.140

0.140

0.260

Transport

0.233

0.233

0.233

0.073

0.073

0.160

Source: OECD

Kazakhstan improved its positions in all areas measured by the FDI Restrictiveness Index, except
in media, where Kazakhstan’s score was worsened by 0.003 points. In this area the country has the
lowest position compared to other areas. Kazakhstan has better positions in business services,
distribution, electricity, manufacturing and transport (below 0.1 score) followed by financial
services and telecommunications (around 0.1 score). In the primary sector (agriculture, mining,
forestry and fishing, which are important sectors for Kazakhstan (especially mining and
agriculture) the country has a lower score - 0.215. Kazakhstan is far below the OECD average
(0.066).
Kazakhstan implemented many reforms for the improvement of doing business environment and
for the increase investment attractiveness for FDI.
Several special economic zones (SEZ) are established in Kazakhstan, where investors enjoy a
special preferential tax treatment, such as exemption from corporate, land and property taxes and
VAT for imported goods; investors are provided land for free with needed infrastructure;
simplified procedures apply for hiring foreign workers.
Besides, the state provides various financial support (subsidies) and incentives for investors,
which also include tax incentives. Nevertheless, in the opinion of Reformatics, it is better to explore
the possibilities to reduce tax burden and simplify regulatory environment, rather than have
numerous, investor- or sector-specific incentive schemes. Tax incentives granted to certain type of
businesses or sectors distorts fair competition on the market and creates unequal conditions for
doing business. Individual incentives for companies are not welcomed by the most of surveyed
investors, they prefer to have equal treatment for all companies operating in the country.
According to OECD Investment Policy Review of Kazakhstan 2017, one of the main barriers for the
attraction of FDI is a large number of state-owned enterprises (SOEs) accounting approximately
35-40% of GDP. This fact can be reverted into opportunity for attraction of FDI through
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privatization of SOEs. There are other challenges that investors are facing such as favoritism and
unfair treatment of businesses.
In general, privatization and transfer of companies or other type of state-owned property to private
ownership makes their operation and management more effective, efficient and market oriented.
Reformatics recommends to create equal conditions for domestic and international
companies/investors to participate in the privatization process. Full privatization of state-owned
companies is more effective for their efficient operation in the future, rather than selling of shares,
because in the latter case investors buying shares have to deal with state authorities to run the
enterprise and this might reduce their motivation to invest.
In 2003 the government of Georgia started extensive economic reform process the aim of which
was the liberalization of the economy and reduction of government’s size in the economy.
Privatization of state-owned property/enterprises was one of the successful reforms implemented
by the government of Georgia. In Georgia, like in the other Post-Soviet countries, the vast majority
of property/assets was under the state ownership. Apart from this, significant part of this property
was not registered as it was required by new registration rules. Georgia stared creation of an
inventory of state-owned property and in parallel – the privatization process. Clear selection
criteria and the rules for privatization were elaborated. At the initial stage, privatization was
conducted through non-electronic auction. Later, the soft system for e-auction was developed and
introduced, which operates successfully. All property, which government intends to sell, together
with all needed documentation and specifications are published online. Interested parties can
access information easily and participate in the online auction. Criteria for the selection of winners
are also online available. At the current stage, almost all large-scale state-owned property (real
estate and other assets, except several objects of special significance) is privatized and several
small-scale properties remain under the state ownership, privatization of which is ongoing or
planned.
Reformatics also recommends to raise the capital of those SOEs, which have special importance for
the country and the government prefers to remain under its ownership, through initial public
offerings (IPO). IPO will have positive impact on the improvement of SOEs’ operation. Reformatics
recommends to do the IPOs on international stock exchanges such as for example leading stock
exchanges of New York, Tokyo, London, Hong Kong, Frankfurt or Warsaw were large number of
investors participate. This will make SOEs companies more transparent and effectively
operational, thus managed according to the modern management standards and practices.
In many countries, including in developed countries SOEs are raising their capital through IPOs.
One of such examples is German Deutsche Telekom AG (SOE), which made 3 listings and placed
shares on all German stock exchanges and Tokyo and New York stock exchanges. In total, more
than 1,200 shares with value - about 24 bln EUR were issued. Deutsche Telekom AG attracted
private and institutional investors (55% private and 45% institutional investors). Another
example, is Indonesia, which offered the shares of 20 state owned enterprises through IPOs on
Indonesian Stock Exchange under the privatization program. Due to IPOs, market capitalization of
listed SOEs, in several years reached USD 86 billion - 25.52% of the total capitalization of shares
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listed on the Stock Exchange. The income and net profit of listed SOEs increases over 15% on
average annually.
Locating at the ancient Silk Road, Kazakhstan has high transit potential. This factor together with
industrial capabilities gives the country the opportunity to develop as a logistics hub. Logistics
requires availability of high-quality infrastructure, easy and transparent customs and border
crossing procedures and competency in the field concerned.
In the World Bank Logistics Performance Index (LPI) Kazakhstan has better positions compared
to other landlocked countries of Asia-Pacific region, but overall, its position is not as good as it is
required for the development of logistics sector. Kazakhstan ranks 71st in LPI among 160 countries
assessed by the World Bank in 2018 with the score 2.81 (out of maximum score 5). As it is shown
on the Figure 1 below, Kazakhstan has the lowest position in Logistics Competence sub-indicator
and ranks 90th with 2.58 score. Since 2007 Kazakhstan improved its positions in the overall ranking
and moved up from the 133 position (score 2.12) alongside with the improvement in all subindicators measured by LPI.
Figure 1: Kazakhstan's Ranking and Score in LPI Components
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For utilization of its logistics potential, Kazakhstan needs further improvement especially in those
areas, which are the most important, such, as for, example Customs, Infrastructure, Logistics
Competence and Tracking & Tracing areas.

3.2.

Analysis of FDIs in West Kazakhstan, South Kazakhstan and Karaganda
Regions

Performance regarding the attraction of FDI in the 3 regions – South and West Kazakhstan regions
and Karaganda region - in overall is very weak. As it is shown on the Figure 2 below, FDI inflow in
these 3 regions accounts only 9% of total FDI in the country during 2013-2017 with the volume
13,313 mon USD. Among these 3 regions, the largest contributor of FDI to the country’s economy
is West Kazakhstan region with 7% share in total FDI, Karaganda and South Kazakhstan regions
each contributing by 1% approximately.
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Figure 2: Gross FDI by regions of Kazakhstan (2014-2017)
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Source: National Bank of Kazakhstan

The Table 2 below exhibits the shares of some indicators of West, South Kazakhstan Karaganda
regions in the same indicators of Kazakhstan in 2017. West Kazakhstan region, which attracted
7.5% out of total FDI in the country in 2017 (more than other two regions), contributes 4.3% to
the national economy and has only 3.6% of population - much less than Karaganda and South
Kazakhstan regions. Karaganda region, contribution of which to national economy is higher than
West Kazakhstan region (equals to 7.9%) attracted less FDI – about 2.2% of total FDI. South
Kazakhstan region, attracted 2.4% out of total FDI in the country and contributed 5.9% to
Kazakhstan’s economy. This region has more population than other two regions concerned.
Table 2: Shares of gross regional products, FDI & population
Region

Share in total gross FDI
(2017)

Share in Kazakhstan
GDP
(2017)

Share in Kazakhstan
Population (2017)

West Kazakhstan

5.7%

4.3%

3.6%

Karaganda

2.2%

7.9%

7.6%

South Kazakhstan

2.4%

5.9%

16.1%

Source: Committee on Statistics of Kazakhstan; National Bank of Kazakhstan

As Figure 3 demonstrates below, the overall annual trend of gross FDI (aggregated) in all three
regions is only slightly growing (except of 2015, when it decreased) and there is no significant
growth in any of them. Despite the decline of gross FDI in 2015, its share in total volume of FDI in
Kazakhstan increased from 8% to 11%. With this regard, it should be noted that in 2015 gross FDI
in Kazakhstan declined by 36%. Significant decline was identified in almost all regions and outflow
of FDI in one – North Kazakhstan, region.
The share of gross FDI volume of target regions in the total volume of gross FDI in the country
fluctuates year by year, but in overall, it increased from 8% to 10%.
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Figure 3: Gross FDI in 3 regions and share in total FDI
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The lowest FDI inflow was identified in Karaganda region, in which the total volume of FDI in 20142017 amounted to 1,276 mln USD, while the highest volume of FDI - 9,965 mln USD – was in West
Kazakhstan region. As the Figure 4 shows below, there is a declining trend of FDI inflow in West
Kazakhstan region, while in other two regions FDI is growing.
Figure 4: Gross FDI inflow in 3 regions
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There is no FDI data available by sectors of economy/industries at the regional levels that could
give an overall picture of what are the sectors more attractive for investment. Overall, based on
available data on country level, during 2013-2017, the largest share of FDI (35%) falls on mining
and quarrying, followed by manufacturing (17%), and trade (12%) as it is shown in the Figure 5
below. In the same period, highest increase in volume was identified in mining and quarrying and
manufacturing (by 2,757 and 2,659 mln US$). These sectors itself require more intensive and largescale financing and respectively, because of the large volume of investment (in monetary term),
they have largest shares in total FDI in the country.
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Figure 6: Gross FDI Inflow 2013-2017

Figure 5: Structure of Gross FDI 2013-2017
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During 2013-2017, in manufacturing, the highest growth (see Figure 6 above) of FDI inflow was in
the production of rubber and plastics products, in which FDI increased by 216%, and in production
of fabricated metal products with 130% increase. In transport and storage FDI increased by 68%.
Only in 2017, compared to the previous year, gross FDI inflow in warehousing business increased
by 2.6-fold. The trend of FDI inflow itself reflects the picture, how these sectors are attractive for
international investors.

3.3.

Analysis of South Kazakhstan, West Kazakhstan and Karaganda Regions

South Kazakhstan region
South Kazakhstan region (SKR) is one of the most important and relatively developed regions of
the country with 2,9 mln population.
The economy of South Kazakhstan region is dominated by industry. This region is rich with natural
resources, minerals, including coal, iron and complex ores, uranium, phosphorus, bentonite clays
etc., which gives it a comparative advantage to benefit from their effective utilization and develop
resource-based manufacturing.
In South Kazakhstan region there are 329 deposits of following minerals:
•

Hydrocarbons – 2 deposits;

•

Metals – 32 deposits;

•

Minerals – 9 deposits;

•

COMR – 286 deposits.

87% of land of the region is occupied by farmland, out of which - 7.5% is arable, 78.8% - is for
pastures and hayfields.
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One of the dominant sectors in agriculture is primary production of cotton - 100% of cotton in
Kazakhstan is harvested in South Kazakhstan region (cultivated area - 135.5 thousand hectares).
During 2010-2017, the volume of harvested cotton has been increased by 32% in South Kazakhstan
region. Only in one year (2016-2017) the volume of harvest increased by 15% and amounted to
330.5 thousand tons in 2017.
The region also has a transit potential. It is located at the border with Uzbekistan, that increases its
importance as a transit region for flow of cargo from Kazakhstan to Uzbekistan and visa-versa.
Direct access to Uzbekistan’s market is an additional advantage for this region.
Existence of transit corridor “West Europe - West China”, which is the shortest link between
Europe and China and the trans-Asian railway provide an opportunity to further expand transit
potential.
It should be mentioned that currently Uzbekistan implements reforms, which are oriented to the
improvement of investment climate through the liberalization and opening up of the economy.
Kazakhstan is advised to take into account these developments, because on the one hand, this is
important for further growth of Kazakhstan’s trade with Uzbekistan and on the other hand – to pay
more attention to implementation of structural and economic reforms not to lose, but to further
increase its competitiveness in regional context.
South Kazakhstan region has the potential to develop tourism. There are more than 1200 historical
and cultural monuments and also, natural sites that can attract more visitors - not only domestic,
but international as well. Thermal and spring water provides with the opportunity to develop spa
and wellness resorts. Ancient Silk Road route, which crosses this region, creates additional
stimulus for the development of various touristic products.
South Kazakhstan region contributes 5,9% to the national economy (2017). The main sectors of
economy are agriculture, mining, metallurgy, production of petroleum and chemical products,
construction materials, engineering, textile.
The majority of processing plants, over 58% of total plants operating in the region, are located in
Shymkent. Respectively, the highest share of products – 70% is produced in Shymkent.
Figure 7: SKR GRP by Type of activities 2017
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As it is shown in the Figure 7 above, the largest share of gross regional product (GRP) falls on
industry (24.3%), followed by transport and logistics (10.6%) and trade (10.2%). Agriculture
constitutes 9.1% of GRP.
The Figure 9 below demonstrates the development trend of gross reginal product of South
Kazakhstan region during 2013-2017 by sectors. Overall, GRP (nominal) in this period increased
by 45%. During 2013-2017 the highest growth rate – about 94% was identified in transport,
storage, as it is shown in the Figure 10 below, followed by trade 44.5% and industry (39.0%). It
should be underlined, that transport and storage sector almost doubled in this period, amounting
to 330,186.0 mln tenge in 2017. The lowest growth in this period - 18% - was in construction and
the only sector, which declined in this period is the mining and quarrying (-3.6%).
Figure 8: Trend of GRP Sectors in SKR

Figure 9: SKR GRP Composition & Trend
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Food processing represents the largest sector in the processing industry, which itself is driven by
the development of the agriculture sector. The production volume in food processing has been
increased by more than 90% during 2013-2017.
During 2014-2017 gross FDI inflow in SKR increased by more than 2-fold and in 2017 amounted
to 2,273 mln USD. Average volume of annual FDI inflow in this period is 129.5 mln USD (see Figure
10 below). FDI trend is growing, but is still low compared to some other regions of Kazakhstan,
such as for example Atyrau and East Kazakhstan Region, and amounts to 2.4% of total FDI in the
country. FDI data by sector disaggregated by regions is not available and therefore, Reformatis has
a limited possibility to conduct more detailed analysis of FDI by sector.
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Figure 10: Gross FDI in SKR & share in total FDI
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In 2017, investment in fixed assets in the region amounted to 482 044 mln tenge, which is 5.5% of
the total volume of fixed assets at the country level.
Apart from main constrains for the attraction of FDI in the region, related to the general investment
environment (which is common for the whole country), there are some specific bottlenecks in the
South Kazakhstan region, such as:
•

Not sufficiently developed road infrastructure throughout the region – about 35% of road
infrastructure needs improvement; insufficiently developed infrastructure is the obstacle
not only for the development of industry and manufacturing, but also for tourism.

•

Lack of supply of electricity and high tariffs - in winter daily deficit of electricity equals to
approximately 45% and in summer it is around 60%. This factor negatively influences
especially the development of the industry, which requires stable electricity supply. At the
same time, as reported, the prices for energy-resources is the highest in South Kazakhstan
region. For example, on electricity, for 1 kv/h, the tariff in SKR is 24.28 tenge, while in WKR
it amounts to 18.48 tenge, in Karaganda region - 12.22 tenge (average) in Astana - 16.01
tenge.2

South Kazakhstan region has some comparative advantages for the attraction of FDI, including:
•

Relatively large size of the local market with 2,9 mln population. This decreases
transportation and other costs associated to trade with these products, produced in the
region, which could also be sold locally.

•

Proximity to Uzbekistan’s largest market with more than 32 mln population and relatively
low transportation costs (due to the distance) for trade with Uzbekistan.

Interview with the representative of KAZAKH INVEST (regional office); Общереспубликанский информационно-аналитический Портал
http://zhkh.kz/utilities/tariffs_on_utility_services/tarify-na-kom-uslugi-v-razreze-oblastey.php
2
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•

Availability of natural and mineral resources, and raw materials which is the basis for the
development of related high technological and modern industries and manufacturing.

•

Existence of transnational road network that increases transit potential of the region and
provides the opportunity for investment in logistics and other related services.

•

Silk Road route, rich historical and cultural heritage, availability of thermal waters becomes
a good basis for the development of the tourism sector.

West Kazakhstan region
The West Kazakhstan region is located at the border with the Russian Federation. The size of the
population is relatively small, approximately 647 thousand. The West Kazakhstan region is rich
with oil, gas and other mineral resources, such as potassium-magnesium salts, calcareous rocks,
cement raw materials, clay, building and alluvial sand and others. Available reserves allow this
region to accumulate investment and develop industries over a long period.
In South Kazakhstan region there are 329 deposits of following minerals:
•

Hydrocarbons – 35 deposits

•

Metals – 3 deposits

•

Minerals – 120 deposits

•

COMR – 286 deposits

36.4% of total land of the region is occupied by farmlands, out of which only 9.2% is arable and the
rest is for pastures and hayfields.
The contribution of West Kazakhstan Region to the country’s economy in 2017 was 4.3%. As it is
demonstrated in the Figure 11 below, the economy of West Kazakhstan region is dominated by the
industry, which accounts 48.9% of its GRP. As it is indicated in the Regional Strategy on Attraction
of FDI in West Kazakhstan, 2-fold growth is expected in chemical industry and around 1.1-fold in
rubber and plastic production.
Figure 11: WKR GRP by Type of activities 2017
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In industry, the main share falls on mining and quarrying (88.5%) and manufacturing accounts
only 8.1%, having potential for further development. Apart from mining and quarrying, which has
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largest share in gross regional product, petrochemical industry and chemical production has high
potential for further growth. Chemical production is characterized by growing tendency – in 20132017 the value of produced materials increased by 159%. Another direction is production of metal
products, which increased by about 82% in 2017, thus during 5 years (2013-2017) increased by
161%.
As mentioned above, the climatic condition of this region is the best for primary production of hard
and strong wheat varieties with a high content of protein and gluten. This type of wheat is highly
demanded on the global market. According to the IFC Country Private Sector Diagnostics 2017,
wheat is Kazakhstan’s largest non-extractive export product, and the country is one of the world’s
leading wheat producers. This factor, together with availability of land resources (about 1 mln ha)
gives an opportunity to this region to attract investment in agriculture and food processing.
The Figure 12 below demonstrates the development trend of gross regional product of West
Kazakhstan region during 2013-2017 by sectors. In overall, GRP (nominal) of West Kazakhstan
region in this period increased by 28%. The highest growth, more then 88%, during 2013-2017
was identifaed in the construction sector. The second fastest growing sector during the same
period is trade with 74.6% growth and agriculture – with 51.1%. growth. The growth of industry
amounted to 17% in which manufacturing increased by 18.4% and mining and quarrying – by
15.6% (see Figure 13 below).
Figure 12: WKR GRP Composition & Trend

Figure 13: Trend of GRP Sectors in WKR
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Production of construction materials is one of the fast-growing sectors of the economy of West
Kazakhstan region. Availability of mineral resources (chalk, clay, gravel) increases potential of this
sector for further development and growth. Kazakhstan exports construction materials, produced
in the West Kazakhstan region, but the volume of export is not significant so far. The most of
produced construction materials are used locally. During last 5 years the volume of export of
construction materials amounted around 85 thousand USD only. Through the attraction of foreign
investment in this sector and introduction modern technologies the competitiveness of locally
produced materials will be increased which will lead to growth of export.
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FDI in the region has a declining trend. During 2014-2017 gross FDI to West Kazakhstan Region
declined by 26% and in 2017 amounted to 1,202 mln USD (see Figure 14 below) with 5.7% share
in total FDI in the country. Average gross inflow of DFI during this period amounts to 9,965 mln
USD. FDI statistics by sector at the regional level is not available and respectively, Reformatis has
a limited possibility to conduct a sectoral analysis of FDI.
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In 2017, investment in fixed assets in the region amounted to 414 319 mln tenge, which is 4.7% of
the total volume of fixed assets in Kazakhstan.
Apart from the main constrains for the attraction of FDI in the region, related to general investment
environment (which is common for the whole country), there are some specific bottlenecks in West
Kazakhstan region, such as:
•

Not sufficiently developed road and railway infrastructure. With consideration that this
region is mainly industrial region, well developed transport infrastructure is essential for
effective operation of industries.

•

High dependence on world prices in case of oil and gas and production of other raw
materials. Fluctuation of oil and gas prices can have some negative influence on extraction
activity, but while oil and gas are still the main energy resources in the world, the demand
will exist for medium to long period.

West Kazakhstan region has some comparative advantages for the attraction of FDI, such as:
•

Availability of natural and mineral resources, especially oil and gas, and raw materials,
which itself are the bases for the development of related high technological and modern
industries and manufacturing.

•

Proximity to the Russian market and relatively low costs for trade with the Russian
Federation with no customs duties or customs control in the framework of the EEU.
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•

Relatively underdeveloped manufacturing sector (compared to oil and gas) has the potential
to attract FDI. Introduction of modern technologies in manufacturing will rapidly increase
quality and competitiveness of products and respectively - profitability of this sector. With
effective supportive measures and policies processing and manufacturing sectors can
attract FDI. Further development of value added industries will also serve as a driver for
economic diversification.

Karaganda Region
Karaganda region is located in the central part of Kazakhstan with 1,380 mln population.
Karaganda region is rich with natural and mineral resources such as coal, manganese, tungsten,
molybdenum, lead, zinc, barite, nickel, iron ore, cooper and rare metals, which gives this region
opportunity to develop not only mining, but also processing and manufacturing industries.
In Karaganda region there are in total 387 deposits of following minerals:
•

Hydrocarbons – 25 deposits

•

Metals – 147 deposits

•

Minerals – 37 deposits

•

COMR – 187 deposits

Karaganda region contributes 7.9% to the national economy (2017). The economy of Karaganda
region is dominated by industry, but the share of industry in the gross regional product is less than
in the West Kazakhstan region and accounts 45.4%. Industry is mainly dominated with
processing/manufacturing, which accounts around 68.4% of this sector. According to a study,
Diversification of Kazakhstan’s economy: A Capability-Based approach (2015)3, Karaganda region
“is the leader in the country by the size of processing sector with a share of processing in the
region’s GRP three times above country’s average. However, with export highly concentrated in a
few product categories, the region has low diversification.”
Figure 15: Karaganda GRP by Type of activities
Industry

24.2%

Agriculture
45.4%
2.1%

Trade
Construction
Transport & Logistics

8.1%

Financial

3.3%
13.5%

Other
3.4%

Source: Committee on Statistics of Kazakhstan

3

WHITESHIELD PARTNERS, study funded by the EBRD, 2015.
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More than 92% of the land of the region is occupied by farmland, the most area of which – 95% - is
pasture, 3% crops and 2% private farms,
The Figure 16 below demonstrates the development trend of gross regional product of Karaganda
region during 2013-2017 by sectors. Overall, GRP (nominal) of Karaganda region in this period
increased by about 61%. The Figure 17 below shows the tendency of selected (largest) sectors of
the economy of Karaganda region. During 2013-2017 growth of industry amounted to 61%,
whereby manufacturing increased by more than 65%. Transportation and logistics/storage is one
of the fastest growing sectors in Karaganda’s economy. During 2013-2017 this sector increased by
about 4 times (274% growth) and amounted to 340,000.8 mln tenge.
Figure 16: Karaganda GRP Composition & Trend

Figure 17: Trend of GRP Sectors in Karaganda
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Chemical production, manufacturing of metal and mechanical engineering are among the main
sectors of industry in Karaganda region. Considering availability of raw materials in the region,
these directions of industry can be further strengthened and modernized through investment and
attraction of FDI. All abovementioned sectors have stable growth during last period. In overall,
during 2013-2017 chemical production increased by 70%, mechanical engineering – by 118% and
manufacturing of metal products – by more than 35%.
FDI in Karaganda region has an upward trend, but it is still low and mounts only 2.2% of total FDI
in the country. During 2014-2017 gross FDI in Karaganda region increased by more than 6-fold
and in 2017 amounted to 463 mln USD. Average annual inflow of FDI in this period was 1,276 mln
USD. FDI statistics by sector at the regional level are not available and respectively, Reformatis has
a limited possibility to conduct a more detailed sectoral analysis of FDI.

28

Figure 18: Gross FDI in Karaganda Region & share in total FDI
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In 2017, investment in fixed assets in the region amounted to 358 767 mln tenge, which is 4.1% of
total fixed assets on country level.
According to EBRD Kazakhstan Diagnostic: Assessing Progress and Challenges in Developing
Sustainable Market Economy (2017), up to 30% of firms identify skills mismatch and an
inadequately educated workforce as a major constraint for business development in Karaganda
region.
Apart from the main constrains for the attraction of FDI in the region, related to general investment
environment (which is common for the whole country), there are some specific bottlenecks in
Karaganda region, such as:
•

Not sufficiently developed road infrastructure. About 25% of roads need upgrading.
Insufficiently developed infrastructure limits development of industries and attraction of
FDI in the region.

•

Relatively high level of skills mismatch on the labor market and inadequately educated
workforce.

Karaganda region has some comparative advantages for the attraction of FDI, including:
•

Availability of natural and mineral resources, especially metals, which can be further
processed and exported, increases investments attractiveness of Karaganda region in this
sector.

•

Location of the region in the central part of the country, fast developing manufacturing
sector and growing trend of transport and logistics which show a drastic increase during
last several years gives Karaganda an opportunity to be developed as a transport and
logistics hub.

•

The price for electricity is low (as reported), that increases attractiveness of FDI in
electroconsuming industries, such as manufacturing and processing.
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4. PRIORITY SECTORS FOR ATTRACTING INVESTMENTS IN SOUTH AND WEST
KAZAKHSTAN REGIONS AND KARAGANDA REGION
4.1.

Priority sectors in South Kazakhstan Region

Based on the analysis of South Kazakhstan region, its economic structure and FDI trends, obtained
information through intervieves, also, with consideration of availability of natural and mineral
resources and raw materials, the following sectors were identified, which could be attractive for
investment and FDI.
•

Chemical production: South Kazakhstan region significant reserves of mineral deposits such
as phosphorus, barite and other that creates opportunity for investment in chemical
production. Rubber and plastic products have also potential for further development and
attraction of additional financing. Both – chemical and rubber and plastics production has
an upward trend in South Kazakhstan region, that indicates that both of directions have the
potential for further development and respectively – for the attraction of FDI. In 2013-2017
the volume of chemical production increased by about 60% and amounted to 3,718.9 mln
tenge in 2017, while the production of plastics and rubber is increased by 122% during the
same period and amounted to 6,804.6 million tenge in 2017.

•

Production of metal products: South Kazakhstan region has metal ores resources, which
constitute more than 90% of the mining industry. Production of finished/fabricated metal
products could be attractive for investment and FDI. Production of metal products is
increasing – during 2013-2017, it increased by more than 93% and reached 7,565.6 mln
tenge in 2017.

•

Textile and apparel: South Kazakhstan region is the largest producer of cotton in
Kazakhstan. At the same time, value added is very low in this sector. More than 90% of
Kazakhstan cotton is exported as a row material. Textile and apparel could be an attractive
sector for FDI. During last years, the production of textile and apparel in the region has an
upward trend, but this trend is not significant and fluctuates. The availability of cotton in
the region (and respectively low cost) provides with the opportunity to develop textile and
apparel industries. Famous world brand companies, such as ZARA, Marks & Spencer, Puma
and many others often outsource CMT (cut, make, trim) services from various countries.
This opportunity can be utilized by Kazakhstan through the attraction of FDI and
introduction of modern technologies.
Georgia can be an example, where apparel sector is developing dynamically. Country
attracted significant volume of FDI in textile and apparel, among others, through PPP
arrangements. Georgian companies successfully utilized ready-made apparel supply niche
and deliver production to famous clothing brands, such as ZARA, Puma, Marks & Spencer,
MONKLER and others. The export of apparel increases about 30% on average annually.

•

Transport and logistics: South Kazakhstan region, having the transit potential can attract
investment in transport related services, such as logistics. It should be mentioned, that
transport and storage/logistics sector is developing rapidly that increases its attractiveness
for FDI. Realocation of administrative center of the region from Shymkent to Turkestan
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raized the need for operation of international airport in Turkestan. This is additional
opportunity for the region to attract internatioal financial resources in this direction.
•

Tourism: South Kazakhstan region has the potential to attract investment in tourism related
industries such as hotels and restaurants. There are more than 1200 historical and cultural
destinations in the region, that can attract more international visitors. Thermal and spring
water, which can be used for recreation and treatment can be attractive for international
investors to develop spa and wellness resorts. Growing tourism increases demand on
tourism-related other services and they become more attractive for investments. Silk road
rout and ancient cultural heritage provides with the opportunity to develop
multidimensional and well packaged touristic products under the umbrella of Silk Road
Rout. Reformatics advices to cooperate with Kazakhstan for the development of joint
project, which will attract more tourists from abroad, while visiting 2 countries is more
attractive for tourism.

•

Construction: At the current stage, construction sector has the potential to develop faster,
especially after changing the administrative center of South Kazakhstan region from
Shymkent to Turkestan. Due to reallocation of administrative center to Turkestan city, the
need for constructions (administrative buildings, business centers etc.) emerged. Turkestan
became more urbanized and there is an opportunity to attract investment in the developer
and construction sectors.
4.2.

Priority Sectors in West Kazakhstan Region

As it is underlined in the analyses above, West Kazakhstan region’s economy is dominated by oil
and gas industry. However, there are opportunities in ferrous metals and agribusiness sectors.
Based on the analysis of the West Kazakhstan region, its economic structure and FDI trends, also,
availability of natural and mineral resources and raw materials, following sectors were identified
(apart from mining and quarrying that itself is attractive for FDI) which could be attractive for
investment and FDI:
•

Production of construction materials: West Kazakhstan region has significant deposits of
minerals for production of construction materials. Production of construction materials is
the fast-growing sector together with the construction sector and there is an opportunity to
attract international financing in this sector.

•

Petrochemical and chemical industry: West Kazakhstan region is rich with of oil and gas
resources, that are basis for the production of petrochemical products and development of
chemical industry. This sector shows upward tendency – during the last 5 years it has been
increased by about 160%. Chemical industry has the potential to grow further. West
Kazakhstan region has potential to attract FDI in this sector.

•

Food processing (pastry; wheat): West Kazakhstan is the large producer of wheat. High
quality wheat which is highly demanded on international market can be attractive for FDI.
This sector is increased by 75% during last 5 years (2013-2017). Availability of land
resources further increases investment potential not only in primary production but in
production of value added products and respectively - processing. Food processing and
31

production of various pastry products (such as for example pasta) can be attractive for
investors.
4.3.

Priority Sectors in Karaganda Region

Considering Karaganda capabilities, availability of resources and advantages, there are some
sectors of the economy that have further potential for the development and respectively – for the
attraction of FDI.
According to an EBRD study, Karaganda has about 40% of its advantages in metals, with iron, steel
and copper, accounting the largest share in total export. The other advantages of the region,
according to the same study are minerals, plastics and rubbers, apparel and clothing, machinery
and agribusiness. Despite the development trends in these sectors below, there are some “missing
products”, which could be manufactured.
Based on the analysis, following sectors of economy identified as an attractive for FDI:

4

•

Logistics: According to the statistics, logistics/storage is one of the fastest growing sectors
in Karaganda region. Along with the development and growth of transport, logistics have
high potential to attract FDI in the region. As mentionned above in the analysis, Karaganda
is the region where manufacturing/proccessing is well developed and region contributes
large share in Kazakhstan’s processing industry. This factor gives an additional stimulus for
the development logistics and attract investmens in this sector.

•

Production metals products: Manufacturing of finished metal products is growing - during
2013-2017 it increased by more than 35%. Region has mineral deposits that are used in the
production, therefore this sector can be attractive for FDI. Introduction of FDI-driven new
technologies will further increase competitiveness of this products not only on local, but on
international markets. Investment in fixed assets in finished metal production only in 2015
is increased by more than 375%.

•

Ferroalloys: The region has abandoned resources for production of ferroalloys, which is
demanded on international markets as well. Production of ferroalloys have positive trend
and is growing steadily. During 3013-2017 this sector increased by 70% in gross regional
product. At the same time, the demand on ferroalloys on the global markets increases.
According to forecasts, the annual demand on ferroalloys will grow about 6% globally.4
With consideration of abovementioned, this sector can be attractive for international
investors. Attraction of FDI and respectively, introduction of new technologies in this sector
will further increase its competitiveness.

•

Mechanical engineering (machinery and complex instruments): Having the deposits of
minerals, that can be used for the production of specific engineering equipment, including
parts of agricultural and mining machinery etc., Karaganda has the opportunity to attract
investment in this sector, which will further enhance competitiveness of local production.

•

Food processing: Well developed and growing cattle breeding gives the opportunity to
attract additional financing in meet processing industry. Meet processing is the second

Source: Global Ferroalloys Market Share
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largest direction (about 15%) in food processing after wheat processing. Based on IFC
assessment, “Kazakhstan has a large and stable beef production industry, second only to
Uzbekistan in Central Asia for the size of the industry”. As reported, there is the lack of meat
processing industries, therefore, this sector has a potential to develop further and attract
investment. At the same time exporters of meat products facing problems related to
requirement of veterinary certificate for export. To obtain this certificate requires not less
than 3 days, that is the most problematic for perishable goods, such as meet. As reported5
exporters of meat products often have problems related to damage of products because of
time for obtaining veterinary certificate.

5

ATAMEKEN

33

5. RECOMMENDATIONS TO BRIDGE THE GAP BETWEEN CURRENT STATE AND
NEEDS AND FOR ELIMINATION OF RESTRICTIONS IN PRIORITY SECTORS TO
MEET THE NEEDS FOR ATTRACTING INVESTMENT IN THE REGIONS
In order to further increase investment attractiveness of West and South Kazakhstan and
Karaganda region in general, and also, attractiveness of priority sectors of economy for FDI, it is
important to address existing gaps.
Apart from the needs of particular region and sector, it should be beard in mind that the most of
issues cannot be solved locally, because they fall under the state policies, which apply to the whole
country. Respectively, the most of restrictions that business sector and investors are facing has to
be improved and changed on the central level that will have its positive implications on regional
and sectoral levels. The results of investors satisfaction survey, which was provided by Reformatics
shows, that investors mostly face such problems, which are regulated on the central level (tax and
customs policy and administration; licensing and permission, labor regulations).
Based on the analysis of the target regions, their economies, development trends, reviews of
international reports and assessments, Reformatics provides recommendations for filling the gaps
and addressing investment needs.
Reformatics provides following general recommendations, which are horizontal and can be
implemented on state level:
1. Improvement of trading across borders policy and simplification of procedures for
international trade, including export procedures: This is important to further decrease time
and cost for export. Notwithstanding that Kazakhstan itself is the large market with more than
18 mln population, export opportunities play an important role in investors decisions. At the
same time, Kazakhstan is landlocked country and faces challenges associated with the
remoteness from the global market. International trade of such countries is largely dependent
on neighboring countries for the transit of goods. Therefore, further liberalization of transit and
trade procedures with strategic trade partners and neighboring countries, which are not
Eurasian Customs Union members (having common customs policy) has high importance.
2. Improvement of infrastructure: Accessibility of high-quality transport infrastructure is
important for the attraction of FDI. All of three target regions need additional investment in
transport infrastructure. In overall, according to “Economies 2018”6 Kazakhstan’s annual
financing needs for transport infrastructure amounts to 1% of country’s GDP in the period
2018-2030. Improvement of infrastructure is especially important in the regions in order to
attract international investors and FDI.
3. Simplification of procedures related to hiring of overseas personnel: This is important for
foreign investors. FDI brings new technology, requiring high qualified human resources. This
demand cannot be met by local labor market. As reported, investors are often facing problems
6

Estimating Infrastructure Financing Needs in the Asia-Pacific Least Developed Countries, Landlocked Developing Countries, and Small Island
Developing States; Economies 2018
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with hiring foreign staff and workers. Difficulties related to the attraction of foreign labor was
named by the most of surveyed companies as a problem which needs to be resolved.
Considering that skills miss much is still challenge for Kazakhstan (and not only this country),
it is important for investors to have an opportunity of hiring required personnel with relevant
skill from abroad. Currently there is annual quota system set by the government for labor
immigration in Kazakhstan. Due to the quota system on foreign employee, hiring of foreign
workers often became difficult that threatens effective implementation of investment projects.
Reformatics recommends to remove the annual quota system for migrants. It is important that
investors do not face restrictions when trying to realize their business plans in Kazakhstan.
(recommendations related to migration is given by Reformatics in the frame of the Report N6
on Improving the Migration Regime and Conditions for Attracting a Highly Skilled Foreign
Workforce in the Republic of Kazakhstan)
4. Acceleration of the privatization process: Dominated state ownership of companies limits
development and growth of such companies as well as their market orientation. Reformatics
recommends to accelerate privatization process in order to make businesses more effective,
efficient and market-oriented. Transfer of companies under the private ownership will improve
productivity and make them more market oriented.
For acceleration of the privatization process the inventory of state-owned property/assets
should be developed, after which, the market price should be defined by an independent (thirdparty) evaluator. State owned property can be sold through a public e-auction. Criteria for the
selection of winners should be transparent and not very complicated and can be defined caseby-case. One of the options for the selection of winner can be the best price offered, Great
attention should be payed to transparency of privatization process. In particular cases
privatization can be initiated upon the demand of interested person (who is interested to
purchase some state property). In this case, despite the initiation of privatization by interested
party, privatization should be conducted by the mean of e-auction (and not through a direct
sale).
5. Improvement of skills: Skills mismatch is the challenge of target regions as well as for the
country in overall. Further improvement of labor skills is crucial for competitiveness of various
sectors as well as for attraction of international investment. Reformatics recommends to
diminish skills mismatch trough the development of vocational education system in close
cooperation with the private sector. There is possibility to develop effective schemes of Public
Private Partnership (PPP) in this sector, which is widely used by various countries (Reformatics
provided recommendations on PPPs in VET in the report N3 on the Improvement of Legal and
Institutional Framework in the Public Private Partnership (PPP)).
6. Removal of barriers for participation in public procurement: As it was identified in
international assessments as well as by the private sector, there are some barriers and unfair
practices in public procurement, which restricts competitive environment. Reformatics advices
to ensure equal conditions for companies for participation in public procurement process.
7. Introduction of effective schemes of Public-Private Partnership (PPP): PPP became one of the
most effective instruments in many countries for facilitation of economy as well as
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development of particular sectors. PPP arrangements can be effectively used for the attraction
of FDI in manufacturing, processing industry and other sectors. Reformatics provided
recommendations on the improvement of PPP arrangements in the frame of ongoing Project
(in the Report N3 on the Improvement of Legal and Institutional Framework in the Public
Private Partnership (PPP))).
8. Strengthening of institutional capacities: Kazakhstan, like other Post-Soviet countries lacks
institutional capacities, which are important to implement effective structural reforms on
policy and operational levels. This is challenge especially in the regions. Therefore, Reformatics
recommends to further strengthen institutional capacities in the regions, including those
institutions, which have direct relations with investors.
9. Promotion of image of the regions: Promotion of images of the regions and positioning as an
attractive location for FDI destination is important for attracting foreign investors. Reformatics
recommends promotion of regions under the umbrella of Kazakhstan as an investment
destination. Promotion of the regions is advised to take place in the frame work of the country
promotional campaigns, as the awareness of specific regions among international business
community is very low or non-existent and it will be almost impossible to attract investment
just by referring to single regions. Kazakhstan’s awareness is comparatively higher – although
it still requires active effort – and therefore, more emphasis should be made on promoting
Kazakhstan as a whole first. Special emphasis should be paid to the promotion of the priority
sectors that have a potential to attract external financing.
10. Support to internationalization of local companies: Support to companies in attraction of
foreign capital through IPOs, which will further improve competitiveness of these companies.
IPO requires high standards of operational and financial management as well as transparency.
Entering in IPO market will increase efficiency of local companies through the introduction of
international standards of management, operation, financial accounting etc.
Besides the aforementioned, there are some gaps on the sectoral level, that need to be addressed.
With this in mind, Reformatics provides specific recommendations:
11. Mining and quarrying: Tax rates on the extraction of minerals increased due to changes in the
Tax Code of Kazakhstan in 2018, which many companies, especially small companies can not
afford. Increased tax rates usually decrease motivation of investors to invest in new projects or
in already existing companies as well as threatens to the competitiveness of particular sectors
of economy, which are dependent on mineral resources. At the same time mining and extraction
industry is the basis for many other industries in Kazakhstan. Increased tax rates as an issue
was named by the National Chamber of Entrepreneurs of the Republic of Kazakhstan ATAMEKEN. In order to make this sector attractive and facilitate investment in other related
sectors of economy, which are highly dependent on minerals, Reformatics recommends to
consider decrease of tax rates on extraction of minerals.
12. Logistics: The development of logistics and attraction of FDI in this sector, besides high-quality
infrastructure, requires relevant and modern competences. Lack of modern knowledge, skills
and competences in logistics can impede the development of this sector as well as the attraction
of FDI. Reformatics recommends provide relevant education especially in those regions, which
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have the potential in logistics. This can be done in cooperation with private through PPP
arrangements sector (as proposed above). Further simplification of export and improvement
of trading across borders procedures (as it is also recommended above), will make this sector
more competitive. As a solution for the initial stage, can be the attraction of 3LP (Third Party
Logistics) providers that can serve as a catalyst to develop modern and competitive logistics
industry.
13. Agriculture: As mentioned above in the analysis, exporters of meat products often face
problems related to damage of agricultural products because of time, required for issuance of
veterinary certificate for export. While the meet products have export potential, Reformatics
recommends to streamline procedures for issuance of veterinary sertificate in order to avoid
losses in case of perishable goods. Reformatics recommends to introduce accelerated
procedures for issuance veterinary certificate (recommendations of Reformatics related to
customs procedures are provided in the Report N5 on the Improvement of Tax and Customs
legislation).
Another area, which requires attention for more long-term perspective is the compliance to
international food safety requirements. Noncompliance with international food safety
requirements is named among the problems in agriculture by IFC in Country Private Sector
Diagnostics 2017. Kazakh exporters in the agribusiness sector are facing problems to
compliance with international food safety standards. This negatively influences on exports both
to the Eurasian Economic Union, as well as to WTO member countries. To bring food safety
requirements and systems with international norms requires significant investment from
private and governmental sectors, but this is beneficial for the long-term. Therefore,
Reformatics recommends to consider gradual approximation of national food safety standards
and institutions to international requirements for the longer-term period, for removal of nontariff barriers for export of agricultural products.
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6. CONCLUSIONS
The present Report, prepared by Reformatics provides with the assessment of investment
attractiveness of three regions of Kazakhstan – South, West and Karaganda regions, identifies main
priority sectors for FDI in these regions, identifies gaps and needs for FDI attraction and provides
recommendations for eliminations of restrictions in priority sectors to meet the needs in the
process of attracting investment.
Reformatics had close cooperation with the Client and conducted interviews, including with
representatives of KAZAKH INVEST in regions, aiming to obtain more detailed information about
regions and investment climate.
Reformatics conducted the analysis of general business and investment environment of
Kazakhstan and three target regions. Economic development trends, trends of various sectors of
economies of regions and FDI data were analyzed for identification of FDI attractiveness of regions
and priority sectors. Reformatics also reviewed investment strategies of the regions, various
international assessment and reports. Priority sectors for attracting investment were identified in
all regions concerned, among others, on the basis of availability of mineral resources and sectoral
development trends and needs of the regions.
•
•

•

In South Kazakhstan region: chemical production, production of fabricated metal products,
textile and apparel, transport and logistics, tourism and construction.
In West Kazakhstan region: production of construction materials, petrochemical and
chemical industry, food processing (mining and quarrying itself is the main feature of this
region due to large scale deposits and interesting for investment, therefore, this sector was
excluded from the assessment);
In Karaganda region: logistics, production of fabricated/finished metal products,
ferroalloys, mechanical engineering (machinery and complex instruments) and meet
processing.

For identification of the priority sectors, availability of mineral resources of the regions were taken
into account, while they are the main sources for production. Mineral resources are among the
main factors, which are considered by the investors in the process of taking investment decisions.
Development trends of particular sectors were also considered, while it shows the perspectives of
sectors and are important for investors.
For bridging the gaps and elimination of contains on regional and sectoral levels Reformatics
provided 13 general and specific recommendations, among which 10 are general
recommendations and 3 more specific, sector oriented.
General recommendations cover issues that are common for the country and at the same time
create obstacle for attraction of FDI. The results of the Investors Satisfaction Survey show that the
main problems which investors are facing are in the areas, which are regulated on central level and
respectively, they should be resolved on the central level. Tax and customs policy, labor migration,
licenses and permissions, import and export procedures etc., which are named by surveyed
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companies among areas, where they face problems and difficulties cannot be resolved on local or
sectoral levels, because it requires policy changes and reforms on the central level.
General recommendations are related to improvement of trading across borders procedures;
improvement of infrastructure; simplification of procedures related to hiring of overseas
personnel; acceleration of privatization process; improvement of skills; removal of barriers for
participation in public procurement; introduction of effective schemes of Public-Private
Partnership; strengthening of institutional capacities; promotion of images of the regions; support
to internationalization of local companies to attract capital through IPOs.
Three specific recommendations are oriented to address gaps in particular sectors such as mining
and quarrying, logistics and agriculture and includes following advices: consideration of decrease
tax rates on the extraction of minerals; improvement of logistics competences among others
through participation of the private sector; simplification and streamlining of procedures for
issuance of veterinary sertificate for export of agricultural products. For longer term, gradual
approximation with international food safety standards will further increase FDI attractiveness
and export opportunities in agriculture and food processing.
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Attachment 1: Investors’ Satisfaction Survey

Creating Your Successful Legacy

Investors’ Satisfaction
Survey

Creating Your Successful Legacy

Investors’ Satisfaction Survey

Ø Investors’ satisfaction survey was conducted in the

framework of the Project “Improvement of Mechanisms
for Attracting Investments to the Republic of Kazakhstan
and Promotion of Investment Image of the Republic of
Kazakhstan,” signed between Reformatics and KAZAKH
INVEST
Ø Survey was provided in the frame of the report “Analysis
of Regional and Industrial Restrictions in Priority
Sectors for Investments Attraction”
Main Aim of the Survey
Ø Identification of the degree of investor satisfaction and

problematic issues arising in the course of investment
activities
Survey was provided with the support of the National
Chamber of Entrepreneurs of the Republic of
Kazakhstan – ATAMEKEN

Creating Your Successful Legacy

The questionnaire includes 22
questions
and covers various
interesting for investors’ areas

Survey was conducted
countrywide - throughout all
regions of Kazakhstan
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Some Highlights
q

About 80% of the interviewed are satisfied with Kazakhstan’s
business environment

At the same time
• 70% (large majority) thinks that their business will remain the
same
q

Kazakh businesses face most problems in attraction of foreign
labor (45%) – the highest share among the indicated 12 areas
and obtaining permits and registration of land (40% each)

q

The main reform priorities for businesses are tax code (98%)
and tax administration (97%), followed by customs code
(95%) and customs administration (94%).

q

The absolute majority (89%) prefers equal conditions for all
enterprises and with simple and transparent rules, rather
than individual incentives

3

Creating Your Successful Legacy

Question: How do you think, is Kazakhstan an attractive country
for business and investments?

Defintely Yes

15%

Somewhat Yes

65%

Somewhat No

Defintely No

15%

5%

This question measures how much the private sector is overall satisfied with business/investment
environment.
ü According to the data, 80% of the interviewed are satisfied with Kazakhstan’s business environment
and think that Kazakhstan is an attractive county for business and investments, whereas in total 20%
think that Kazakhstan is not attractive.
Creating Your Successful Legacy
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Question: How do you think, the tendencies in Kazakhstan are
developing in the right direction or wrong direction?

Clearly right direction.

18%

Somewhat right direction

58%

Somewhat wrong direction.

14%

Clearly wrong direction.

10%

This question measures general attitudes of the business sector towards the Government’s
policies.
ü 76% of the interviewed think that Kazakhstan is developing in the right direction, while 24%
has evaluated the country’s development trend as negative.

5

Creating Your Successful Legacy

Question: Do you expect that your business in 2019 and 2020:
1. Will grow strongly

2. Will grow

7%

3. Will remain the same

4. Will decline

8%
15%

70%

This is an important question, as it shows expectations of entrepreneurs and thus indicates
readiness to invest in their business.
ü 70% think that their business will remain the same, which is a large majority. 7% are pessimistic,
while 23% have optimistic expectations. Thus, most businesses do expect growth in the mediumterm.
Creating Your Successful Legacy
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Question: Indicate what problems arise in the following areas in the process of
implementing an investment project? (rate it on a scale where 1 - there were no problems at all, 2 there were certain problems, and 3 - there were huge problems)

The
State
difficulty
order / Infrastruc Actions /
of
Customs
Tax
Visa and Attraction
Obtaining
Registrati governme
ture
inaction working Unofficial
Administr administr migration of foreign
Building
permits
on of land
nt
support / of state
with
payments
ation
ation
regime
labor
procurem logistics bodies governme
ent
nt
agencies
1
75%
73%
70%
55%
60%
65%
60%
73%
60%
81%
78%
70%
2
16%
18%
30%
45%
35%
30%
24%
21%
32%
11%
12%
15%
3
9%
9%
0%
0%
5%
5%
16%
6%
8%
8%
10%
15%

This question measures in which areas Kazakh businesses face most problems when doing business.
ü According to the answers, Kazakh businesses face most problems in attraction of foreign labor (45%) – the
highest share among the indicated 12 areas and obtaining permits and registration of land (40% each).
ü The highest share of “huge problems” are recorded in land registration procedures (16%) and unofficial
payments (15%).
ü It is notable that in all areas the highest share of respondents replied that “there were no problems at all”.
7

Creating Your Successful Legacy

Question: In your opinion, is there a need for reform in the following areas
from an investor’s point of view? (rate on a scale where 1 means no need, 2 means there is a
need and 3 means there is a big need)
1

2

3
70%

65%

63%
57%

55%

56%

55%

45%
43%

42%

38%

38%

33%

33%

31%
22%

2%
tax code

3%
Tax
administration

5%
Customs Code

6%

Customs
Administration

7%

Logistics /
Infrastructure

8%

Licenses and
business permits

This question examines the need of reform in different areas.

11%

Labor market
regulation

12%

Corruption
practice

ü In every sector minimum 88% of entrepreneurs think that a reform is necessary.
ü The main reform priorities for businesses are tax code (98%) and tax administration (97%),
followed by customs code (95%) and customs administration (94%).
ü 92 % of surveyed companies thinks that there is a need for the reform in licenses and permission
area
ü 89% of companies think that there is a need for the reform in labor market regulation area

Creating Your Successful Legacy
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Question: Which system do you think is better?

a. Individual investment incentives for individual companies agreed with the government
b. Equal conditions for all enterprises and investors within simple and transparent rules
c. don't know/ no asnwer
2%
9%

89%

This question reveals the attitudes of businesses about the types of tax rules they prefer – individual
investment incentives for companies or equal conditions for all enterprises.
ü The result shows that absolute majority (89%) prefers equal conditions for all enterprises and with
simple and transparent rules, while only 2% likes individual investment incentives for individual
companies agreed with the government.
9

Creating Your Successful Legacy

Question: What do you think, what is the share of the shadow
economy in Kazakhstan?

12%

5%

28%

1. 0 -10%
2. 10-20%
3. 20-40%
4. more than 40%

55%

This question reveals the perceptions of business representatives about the share of shadow economy.
ü 67% of the interviewed think that in Kazakhstan there is more than 20% of shadow economy, out of which
55% think that its between 20 and 40%.
ü 28% think that it’s from 10% to 20%, while only 5% thinks that shadow economy’s share is from 0% to
10%.

Creating Your Successful Legacy
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Question: In your opinion, what obstacles exist for investments in the region of
Kazakhstan, where your enterprise is located? Select three priorities.

65%
57%
43%
35%
26%

27%

12%

a. Location

b. Logistics and
c. Lack of
d. Lack of
infrastructure awareness of the promotion and
region
branding of the
region

e. Lack of
investment
promotion
institutional
structures

f. Lack of vision g. The difficulty
and priorities for of working with
regional
government
development
agencies

This question reveals the main obstacles for investors in various regions of Kazakhstan.
ü 65% of the interviewed think that the largest obstacle for investment is lack of promotion and
branding of the region, 57% think that it is lack of awareness of the region, while 43% think that
the main constraint for investment in their region is logistics and infrastructure.
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Question: How would you rate the interaction with tax and customs administrations?
(rate on the scale where: 1 is very complex, 2 is somewhat complex, 3 is rather good and 4 is excellent)
4

3

2

1

5%
45%

Custom Administration

44%
6%
4%
30%

Tax Administration

56%
10%

This question measures the quality of interaction between tax and customs administrations and
businesses as perceived by the latter.
ü Regarding customs administration 50% think that it requires very complex or somewhat complex
interaction, while the remaining 50% positively evaluate relations with customs.
ü According to the interviewed, 66% thinks that interaction with tax administration is very or somewhat
complex, and 34% thinks its good or excellent.
Creating Your Successful Legacy
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Question: Based on your experience, is the tax and customs authority fair and transparent in
dealing with business? (rate on the scale where: 1 is very unfair and non-transparent, 2 is somewhat unfair
and non-transparent, 3 is somewhat fair and transparent, 4 is very fair and transparent)

4

3

2

1

9%
62%

Custom Administration

24%
5%
14%
50%

Tax Administration

33%
3%

This question measures entrepreneurs’ experience with tax and customs and examines whether
businesses perceive tax and customs fair and transparent or not.
ü 71% of the interviewed has experienced fair and transparent interaction with customs authorities, while
29% says that they were treated unfairly and non-transparently.
ü The situation is worse with tax authorities, where 36% were treated unfairly and non-transparently. The
remaining 64% says that they have good experience with tax authorities and had fair and transparent
interaction.
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Question: What complicates export and import procedures for companies?
(rate on a scale where 1 - there were no difficulties at all, 2 - there were certain difficulties, and 3 - there were big
difficulties)

1
75%

2

3

72%

68%

63%

62%

53%
37%

35%
21%

26%

21%

4%

Number of
documents to be
received and
submitted

3%

7%

11%

Cost required to
The time it takes to Informal payments to
complete export and complete the export collect documents
import procedures
and import
and obtain
procedures
permission

21%
11%

Customs tariffs

10%

Physical
infrastructure

This question examines export and import procedures and its positive and negative sides.
ü It should be emphasized that in all the 6 areas examined at least more than 60% of respondents think that
there are certain or big difficulties.
ü Hereby, the highest share of respondents (93%) think that there are some or big problems related to time
to complete export and import procedures, followed by informal payments to collect documents and
obtain permits (89%).
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Question: Difficulties in the process of obtaining licenses or other permits to carry out activities
(rate on a scale where 1 - there were no difficulties at all, 2 - there were certain difficulties, and 3 - there were
enormous difficulties)
3

2

1
27%

Number of licenses and permits required for business activities
Difficulties with monopolies and market access

20%

46%
43%
16%

Informal payments to collect documents and obtain permission

Duration of the whole process

45%

35%

11%

The need to use the connection to obtain a license

The high cost of the permitting process

58%

15%

37%
4%
2%

55%

33%
17%

Collection of necessary documents, approvals, certificates

47%

41%

28%

65%
55%

20%

Search for reliable information on all requirements

65%

15%

This question examines entrepreneurs experience in dialing with the licenses and permits
ü
ü
ü
ü

85% of surveyed companies named the number of licenses and permits as a big problem or relatively difficult for
business activities
63% of surveyed companies named informal payments in the process of obtaining of licenses and permits as big, or
relatively big problem for doing business
85% of surveyed companies responded that to search/obtain reliable information is very difficult or there is certain
difficulties, while only 15% finds it easy
80% of surveyed companies identified monopolies and market access as enormous or certain difficult, and only
20% of companies answered that there were no difficulties
15
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Question: Specify the number of inspections for the last year.

Tax authorities, other financial control bodies

0.5

Fire Safety Authorities

2

Sanitary Authorities

3

MIA bodies

3

Environmental Control Authorities
Consumer Protection Authorities

1
0.5

Licensing authorities

1

Labor Protection Authorities
Competition Protection Bodies

1
0.5

Local Authorities
Self-regulatory organizations (NPP)
Certification authorities or their authorized bodies

2
0.3
1

This question identifies number of inspections/audits per year
ü On average, the sanitary authority and the ministry of interior conduct inspections more often than other
state authorities. Sanitary authority and the ministry of interior inspects businesses on average 3 time a
year, while labor protection authorities come 1 time a year
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