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Abstract

The article discusses the role of the oil and gas sector in the foreign policy of the Republic of
Kazakhstan. It is known that the oil industry of Kazakhstan is one of the main sectors of the economy
of Kazakhstan. The economic, and therefore social development of the country as a whole depends
on the export of this mineral. The article analyzes the main large oil fields such as Tengiz, Kashagan,
Karachaganak, Uzen, Zhetybai, Zhanazhol, Kalamkas, Kenkiyak, Karazhanbas, Kumkol, Northern
Buzachi and others, which are the most attractive investment sectors for foreign investors. The article
also shows the proportionality of the production and consumption of oil and gas resources in the
republic, as well as the dynamics of their development from the period of independence to the
present. According to some reports, the production of the so-called "liquid currency” exceeds its
consumption in the republic. According to Kazakhstan experts, oil production in Kazakhstan will
continue to grow in subsequent years, which will undoubtedly attract more investors, especially in
the oil and gas sector. Along with this, the negative side of the resource is considered in the work, for
example, oil production in the region can destroy its ecosystem and have a negative impact on the
environment as a whole. Thus, the article is devoted to the most urgent issues in Kazakhstan and its
purpose is to show what role the oil and gas resource plays in the foreign policy of Kazakhstan as a
whole.

Keywords: oil, gas, oil-producing countries, minerals, natural resources, oil and gas sector,
foreign investments, foreign policy of Kazakhstan.

Kamanoocanosa T.A. Y, Fayp 112
K.U.H., U.0.00YyeHMa Kageopvl MeHCOYHAPOOHBIX OMHOUEHUL
Espazuiickozo nayuonanvnoeo ynusepcumema umenu JI.H. I'ymunesa, e. Hyp-Cynman, Kazaxcman
2PhD dokmop, Miaowuti HayuHwlli COMPYOHUK,

Lenmp uccnedosanuii 6 obnacmu pazeumust CetbCKUX PatloHo8 U NPoMbLULIeHHOCmU, Yanoueapx,
HUnous

1

POJIb HE®TET'A30BOI'0O CEKTOPA BO BHEIITHEH IOJIUTUKE KA3BAXCTAHA

Annomayust

B cratbe paccmarpuBaeTcs poib He(hTera3oBoro cekropa BO BHEUIHEH moiuthke PecnyOmmku
Kazaxcran. U3BectHO, uTO HedTsHAs oTpacih Ka3axcraHa sBIsSieTCs OJJHOM U3 OCHOBHBIX OTpacie
skoHOMUKM KazaxcraHa. DKOHOMHYECKOE, a CIE0BATENbHO, U COLMAIBLHOE PAa3BUTHE CTPaHbI B
LIEJIOM 3aBUCHT OT JKCIIOpTa 3TOro MHUHepaja. B crarebe aHanmm3uMpyrOTCs OCHOBHBIE KpYITHBIE
He(TsiHBIE MecTopoxeHus, Takue kak Tenrm3, Kamaran, Kapawaranak, Y3ews, JKetbiOaii,
Kanaxon, Kanamkac, Kenkusik, Kapaxxanbac, Kymkons, CeBepuble by3aun u npyrue, KoTopble
SBIISIIOTCA HauOoJiee IPUBJIEKATENbHBIMU HMHBECTUIIMOHHBIMUA CEKTOpAaMH Ul MHOCTPaHHBIX
MHBECTOPOB. B cTaThe Takke mokasaHa MponopLUOHAIBHOCTD J0OBIUM U MOTpedsieHus Hedreraso-
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BBIX PECYpPCOB B pECIyOJMKe, a Takke AMHAMHUKAa MX OCBOCHHS C TIEpHOJa HE3aBUCHUMOCTH 0
HacCTOALLEro BpeMeHu. [10 HEKOTOPBIM JaHHBIM, TPOU3BOJACTBO TaK HA3BIBAEMOM <OKUIKON BAIFOTHD)
MIPEBHIIIACT €€ MOTpedacHue B pecmyouke. [1o MHEHHIO Ka3aXCTaHCKUX IKCIIEPTOB, 100bYa HePTH
B Kaszaxcrane OymeT pacTd B TIOCIEAYIOIIME TOABI, YTO, HECOMHEHHO, IPHBIECUYET OOJIbIIe
WHBECTOPOB, OCOOCHHO B He(pTera3oBblii cekTop. Hapsay ¢ 3TuM B paboTe yIUTHIBACTCSl HETaTUBHAS
CTOpOHa pecypca, Hanmpumep, JA00bda HETH B PErduOHE MOMKET Pa3pyIIUTh €ro 3KOCHCTEMY U
OKa3aTh HETaTMBHOE BIUSHHE HA OKPYKAIOUIYI0 Cpemny B IEeJIoM. Takum o0pa3oMm, CTaThs
MOCBsIIIIEHa HauOosee akTyanbHOW mpoOieme Kaszaxcrana, W ee meib - IMOKa3aTh, KaKyl pPOJb
UTparoT He()Tera3oBbIe peCypchl BO BHEIIHEH nonuTruke Kazaxcrana B 1ienom.

KiawueBbie ciaoBa: HedTh, Ta3, He(TEHOOBIBAIONIME CTPAHBI, TIOJE3HBIE WCKOMAEMBIC,
MIPUPOJHBIE PECypChl, He(TEra3oBblii CEKTOp, WHOCTPAHHBIC WHBECTHIIMH, BHEIIHSS TOJIMTHKA
Kazaxcrana.
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1

KA3AKCTAHHBIH CBIPTKbI CAACATBIHIAFBI MYHAI-TA3 CEKTOPBIHBIH
POJII

Anoamna

Makanana Kazakcran PecryOnnkachIHBIH CHIPTKBI CasicaTbIHaFbl MyHaii-ra3 CEKTOPBIHBIH PeJll
KapacTelpbUtapl.  KazakcraHHblH MyHait camachl Ka3akcTaH 9SKOHOMHMKACHIHBIH — HETI3rl
cajiaJlapbIHbIH Oipi OOJIbIN TaOBLIATHIHBEI OENTrll. DKOHOMUKAJIBIK, JIEMEK, EIJIIH dJICYMETTIK JaMybl
JKaJIIbl OChl MHUHEpAIAbIH AKCIOpThIHA OaiinanbicTel. Maxkanana Illerennik vHBecTopiap YILiH
HEFYPJIBIM  TapTbIMJIbl HMHBECTULMSIIBIK CeKTOpiap Ooisbin  TabbutaThlH  TeHi3, Kaiuaran,
Kapameiranak, ©3en, Xertioait, XXanaxon, Kamamkac, Kenkusik, Kapaxan6ac, Kymken, Conrycrik
bo3zaiibl skoHe Oackanap CUSKTBI HET13T1 1pl MyHall KeH OpbIHIaphl TajiaHa bl. Makanaaa coniai-ak
pecnyOnukana MyHaii-ra3 pecypcTapblH OHJIpY MEH TYThIHY/bIH Tele-TeH/Ir, COHlai-aK onapabl
TOYEJICI3/IIK KE3€HIHEH Ka3Ipri yakpITKa JeiiH urepy cepmiHi kepceruireH. Keiibip nepexrep
OoifbIHIIIa, "CYMBIK BaOTA" OHAIPICI OHBI peclyONnKaaa TYThIHYAAaH ackil Tycedi. KazakcTanabik
capanbuiapabiH mikipidme, Kasakcranma myHail eHIIpY Kenecl >KbUIIapbl ©CEeTiH 00abl,0y
acipece MyHaili-ra3 CeKTOpblHa KeOipek HHBecTopiapibsl Tapraabl. COHBIMEH Karap >KYMBICTa
PECYPCTBIH TEPIC KaFbl €CKEPLIEl, MbICAIbI, OHIPAEC MYHall OHJIIPY OHBIH SKOKYHECIH OY3ybl KoHE
JKaJIIbl KOpLIaFraH opTara Tepic acep eryi MyMkiH. Ocbutaiiiia, Makana KazakCcTaHHBIH €H ©3€KTi
npoOneMachblHa apHaIFaH >KOHE OHBIH MakcaThbl - >Kalrbl Ka3aKCTaHHBIH CBHIPTKBI casicaThlHAA
MYHali-ra3 pecypCcTapbIHbIH KaH/1all pell aTKapaThIHbIH KOPCETY.

Tyiiin ce3mep: MyHa#, ra3, MyHail eHIIpyIIl eJjiep, Maigansl Kazoanap, TaOUFKU pecypcTap,
MYHal-ra3 CeKTOpBbI, IeTeN/IIK HHBeCTUIHsIap, Ka3akcTaHHBIH CBIPTKBI cascaThbl.

This study is due to the rapidly growing attention in recent years to the issues of ensuring the
economic interests of the Republic of Kazakhstan with foreign policy tools. Noting the actualization
of this direction, it is necessary to especially note that in the general context of the priority tasks of
Kazakhstan's international activity, a special role belongs to the oil and gas complex, which is a key
sector of the economy of the republic and many oil-producing countries. Therefore, stable provision
of energy resources, reliable access to their sources are issues that are currently among the priorities
for almost all countries of the world. The energy issue has long gone beyond the domestic
framework, both economically and politically. Many current regional conflicts and crises are
inextricably linked to oil and gas issues. Under the influence of globalization, the importance of the
energy factor in world affairs will undoubtedly increase further [1, p.21].



This also applies to Kazakhstan. In connection with the transition of the country's economy to
new economic conditions, implemented, in particular, in the oil and gas industry, the improvement of
the organizational structure and forms of management of the republic’s oil and gas industry has
acquired more international significance. The problems of developing the oil and gas complex of the
Republic of Kazakhstan and ensuring its position in the global oil and gas market are among the
main ones [1, p.21-22].

Since 1992 government of Kazakhstan has been faced with the issue of how to best develop its
oil and gas resources. The size of the reserves compared with the population meant that the potential
for revenue was great and represented a source of prosperity [2]. As Usen (2014) noticed
Kazakhstan’s oil reserve totals are comparable to those of Nigeria and Libya [3].

According to confirmed oil reserves, Kazakhstan is among the 15 leading countries of the world.
In November 1899, in the tract Karashungul, the first fountain hit a 40-meter-deep well, laying the
foundation for the history of Kazakhstani oil. In April 1911, an oil field of such high quality was
discovered in Dossor that it caused a stir on a global scale. Today, Kazakhstan has 3.3% of the
world's hydrocarbon reserves. The total estimated recoverable hydrocarbon resources in the republic
are 17 billion tons, of which 8 billion tons are in the Kazakhstan sector of the Caspian Sea (KSCS).
The oil and gas regions of the republic, where 172 oil and 42 condensate fields are located, occupy
an area of about 62% of the territory of Kazakhstan [4].

Henriksen (2013) states that 90% of Kazakhstan’s proven oil reserves are concentrated in 15
large fields such as Tengiz, Kashagan, Karachaganak, Uzen, Zhetybai, Zhanazhol, Kalamkas,
Kenkiyak, Karazhanbas, Kumkol, North Buzachi, Alibekmola, Prorva Central and East, Kenbai and
Royal. Most of the reserves are located in the western part of the country or in the Caspian Sea.
According to EIA (2012) about 80 percent of gas reserves are located in the four fields of Kashagan,
Tengiz, Karachaganak and Imashevskoe [2, p.30].

The importance of the oil aspect is determined by two main good reasons:

- oil and gas are one of the main natural resources of Kazakhstan, a guarantor of the country's
energy security for many decades to come;

- The oil industry is one of the most attractive areas of capital investment for foreign investors,
which makes the industry an object of controversy between representatives of various capital groups
[4].

The supply of raw materials and semi-finished products continues to dominate in Kazakhstan's
exports. Demand in the world market for them is still quite high. Oil export in 2005 amounted to 27
849 billion dollars, and in 2013 increased to 82 511 billion dollars, sales of oil products in 2005
amounted to 910.9 billion dollars, in 2012 this mark reached 3619.9 billion dollars. This fact
indicates that Kazakhstani products are in demand on the world market [4]. But at the same time,
according to Baimuzhinov, starting in 2012, the export rating of oil from the country is reduced
annually by about 11-12% [5].

In addition, according to experts, oil and gas production will grow in the near future. This is
primarily due to increased investment due to favorable global market conditions and increasing
resource potential through the study of the Caspian and Aral Seas.

Moreover, Usen (2014) states that the Republic of Kazakhstan as a large energy exporter
produces more energy than it consumes. For instance, from 1990 to 2012, the country’s primary
energy production increased from 145.5 Mtce to 249.1. Mtce (Table 1), whereas its primary energy
consumption declined from 105 Mtce to 87.3 Mtce (Table 2). The final energy consumption per
US$1,000 of GDP decreased from 2.4 tons of oil equivalent in 1992 to 1.1 tons in 2003 [3, p.53].
The remarkable decrease in Kazakhstan’s energy consumption was possible due to efficiency
improvement.

Table 1. Kazakhstan’s primary energy production and its composition, 1991-2012

Total Oil Natural Gas Nuclear
Mtce % % %




1991 145.5 26.1 6.5 0.1
1992 141.8 26.0 6.8 0.1
1993 125.3 26.2 6.4 0.1
1994 113.9 25.5 4.7 0.1
1995 100.3 29.4 7.1 0.1
1996 99.2 33.1 7.9 0.1
1997 102.1 36.1 9.5 0.1
1998 100.1 37.0 9.5 0.1
1999 99.9 43.1 11.9 0.0
2000 121.7 41.5 114 0.0
2001 131.9 434 10.6 0.0
2002 139.2 49.4 9.7 0.0
2003 156.2 479 10.7 0.0
2004 179.1 48.3 14.8 0.0
2005 185.1 48.3 16.2 0.0
2006 212.6 444 14.9 0.0
2007 218.7 44.9 16.0 0.0
2008 233.4 44.6 15.9 0.0
2009 238.6 44.7 16.3 0.0
2010 2435 45.0 16.7 0.0
2011 246.3 46.8 16.9 0.0
2012 249.1 47.0 16.9 0.0

Source: [3, p.54].

It should be noted that “the composition of energy production in Kazakhstan does not coincide
with the composition of its energy consumption, because if oil dominates in the structure of primary
energy production, natural gas dominates in the structure of primary energy consumption” [3, p. 55].
As for the production of fuel mixture, the share of oil for the period from 1991 to 2012. increased
from 26.1% to 46.8%, while natural gas increased from 6.5% to 16.9% (Table 1). In the case of fuel
consumption in the period from 1990 to 2012, the share of oil decreased from 29.5% to 18.5%, while
natural gas, on the contrary, increased from 16.1% to 30.5% (Table 2). It turns out the disparity
between the composition of production and its consumption.

Table 2. Kazakhstan’s primary energy consumption and composition, 1991-2012

Total Oil Natural Gas Nuclear

Mtce % % %
1991 105.0 29.5 16.1 0.2
1992 105.8 27.4 16.4 0.1
1993 93.8 23.9 17.8 0.2
1994 83.8 21.1 15.9 0.2
1995 73.1 23.3 19.0 0.2
1996 65.5 22.1 17.8 0.2
1997 58.1 25.2 15.7 0.2
1998 56.2 21.4 16.6 0.3
1999 50.5 19.8 20.2 0.0
2000 58.6 18.0 21.3 0.0
2001 60.4 21.1 215 0.0
2002 63.0 21.1 22.7 0.0
2003 68.5 18.4 25.0 0.0
2004 73.2 17.6 27.0 0.0
2005 80.7 17.6 30.9 0.0




2006 85.2 18.3 315 0.0
2007 85.9 17.6 29.6 0.0
2008 86.3 17.9 30.1 0.0
2009 86.4 18.1 30.2 0.0
2010 86.9 18.2 30.2 0.0
2011 87.1 18.4 30.3 0.0
2012 87.3 18.5 30.5 0.0

Source: [3, p.55].

One way or another, despite the imbalance between the consumption and production of oil and
gas, there is no plan to reduce oil and gas production in Kazakhstan in the near future, but rather to
increase as noted above. This means that the country will still continue to export this raw material

due to its market demand.

It should also be noted that over the past 20 years, large projects in the field of oil production and
gas have begun, new pipeline routes have appeared. In 2007, Azerbaijan, Iran, Kazakhstan, Russia
and Turkmenistan at the Caspian summit in Tehran agreed to independently regulate oil and gas
issues in the Caspian. The Presidents of these countries signed a declaration that laid the foundation
for a future security system based on good neighborliness and mutual trust. The countries declared

the Caspian as the “Sea of Peace" [4].
Below in Tables 3 and 4 is an overview of major oil and gas projects in Kazakhstan.

Table 3. Major Oil and Natural Gas Projects. Onshore Projects

Name of Project Partners Estimated Reservers Project status
field/project
Actobe CNPC Aktobemunaigaz — | 1.17 billion barrels | Produced 116 660
85% of oil (2007) bbl/d of oil, and
Zhanazhol In the block ADA: - - 69.6 bcf a year of
Kenkiyak KNOC (South Korea) gas (1.948 bcm) in
-LGIC 2005.
- Vertom
Alibekmola  and | -KMG -50 % Proven reserves of | Produced 1.14
Kozhasai -Caspian Investments 102 million barrels | million tons of oil
Resources — 50 % of oil (2011). (22 891 bbl/d) in
2011.
Amangeldy - Amangeldy Gas | 22-25 bcm of gas | Produced 0.32 bcm
(KazTransGaz subsidiary) | (2008) of gas in 2007
Arman -Caspian Investments | Proven reserves of | Produced 76 500
Resources — 50 % 2.8 million barrels | tons (1 536 bbl/d)
-Shell =50 % of oil (2011). of oil in 2011
Emba -KMG - 51 % -MOL Rt. | 500 million barrels | Produced 57 700
Vegypszer (Hungary) — 49 | of oil (2007). bbl/d of oil in 2004,
% 3.1 bDbcf of gas
(0.086 bcm) in
2004.
Karachaganak Foreign investors share - | Gross reserves of | Producing 202 900
(Karachaganak 90% 2.4 billion barrels of | bbl/d, 1.1 mmcf/d
Petroleum -BG Group (UK) (joint condensate, 16 natural gas (2005).




Operating B.V.)

operator) - 29,25 %, -ENI
(joint operator) — 29,25 %
-Chevron — 18%, -Lukoil —
13,5%, -KMG - 10 %

Tcf of gas (2013).

244 000 bbl/d of
condensate in first

half of 2012.
70% of oail is
exported  through
CPC pipeline.

Future development
plan foresees an
investment of $ 1.5

billion by 2020
Karakuduk Karazhanbasmunai: - Citic | 286 million barrels | Produced 36 200
Resources Holdings | of oil (2011). bbl/d in 2011.
(China) — 50%
-KMG — 50 %
Karazhanbas Karazhanbasmunai: -Citic | 286 million barrels | Produced 36 200
Resources Holdings of oil (2011). bbl/d in 2011.
(China)- 50 % -KMG - 50
%
Kazgermunai KMG - 50% -Petro | 100 million barrels | Produced 3.0
Kazakhstan (China) — 50 % | of oil (2007). million tons of oil
(60 240 bbl/d) in
2011.
Kumkol North Turgai Petroleum: -Lukoil - | Proved reserves of | Producing 25
50% 86 million barrels of | million tons of oil
-PetroKazakhstan — 50 % oil, 29.7 bcf of gas | (50 200 bbl/d) in
(0.83bcm)  (2011). | 2011
Mangistau Mangistaumunaigaz: - | 1.4 billion barrels of | Produced 117 000
KMG - 50 % oil (2007). bbl/d of oil from
-CNPC - 50 % Jan- June 2012, and
33.3 mmcf/d of gas
in 2005.
North Buzachi -CNPC - 50% -Caspian Proved_ reserves of Pr_od_uced 1.9_7
134 million barrels | million tons of oil
Investments Resources

(Russia/China) — 50%

of oil (2011).

(39 558 bbl/d) in
2011.

Tengiz

TengizChevroil
Share of foreign investors -
80%

6-9 bhillion barrels of
oil (2013).

Produced 25.8 mill
tons of oil (579 000
bbl/d), 1.3 million
tons of LPG and 6.9
bcm in 2011.

The majority of oil
is exported through
CPC.

The project for the
future expansion of
Tengiz by 2023,
investments amount
to 38 bhillion US
dollars)

Uzen

Uzenmunaigaz
subsidiary) — 100 %

(KMG

Proved and
probable reserves of

Produced 5.1
million tons of oil




166 million tons of
oil (1.2 hillion
barrels) (2011).

(102 409 bbl/d) in
2011,

Note: Some of the projects include multiple fields. The table is as of 31. December 2012.
Numbers in brackets are converted to with BP’s conversion factors (BP 2013b).
Source: [6, p.3; 2, p.30-31].

Table 4. Caspian Sea Projects

Name of | Project Partners Estimated Project Status
field/project Reserves
Kashagan: North Caspian Operating | 9 to 13 billion | PSA. Production IS
Kashagan E | Company (NCOC). bbl  of  oil | estimated to start in the first
Kashagan W | The share of foreign | recoverable half of 2013. Initial
Kairan  Aktoty | investors - 83%. (2007). production of 75 000 bbl/d,
Kalamkas ENI (Italy) — 16.81% and max of 1.2 million

KMG - 16.81% bbl/d.

Total (France) — 16.81%

Shell (UK/Nederland) —

16.81%

ExxonMobil (US) -

16.81%

ConocoPhillips  (US) -

8.40%

Inpex (Japan) — 7.56%
Kurmangazy KMG - 50% 550 to 1800 | PSA. Exploration.

Rosneft (Russia) — 50%

million tons of

oil recoverable
(4 to 13 billion
barrels) (2013).
Tyub-Karagan | kMG — 50% Lukoil | N/A PSA. Exploration. Lukoil
(Russia) — 50% financing 100 % of the
exploration.
Atash KMG - 50% Lukoil N/A Exploration contract.
(Russia) —50% Exploration. Lukoil
financing 100 % of the
exploration.
Z”hemchuzhim(, Shell (UK and N/A PSA. Exploration. Shell
("Pearls Block™) | Nederland) - 55 % and Oman Oil Company
KMG — 25% financing 100 % of the
Oman Oil Company exploration.
(Oman) — 20%
Makhambet Atyraumunaigaz. (KMG N/A PSA. Exploration.
subsidiary)
Bobek Atyraumunaigaz. (KMG N/A PSA.
subsidiary)
Imashevskoe -KMG Over 100 bcm | Joint Russian-Kazakh
-Gazprom (Russia) of gas agreement on exploration.




Khvalynskoe Lukoil — 50% N/A Negotiations. Russia’s
jurisdiction.

-KMG - 25%

-Total (France) — 17%
-GDF Suez (France) —
8%

Tsentralnoe -KMG -50 % N/A Negotiations.
-TsentrCaspNeftegas Russia’s jurisdiction
(Gazprom/Lukoil) -
50%

Abai -KMG N/A N/A Negotiations.
-Statoil (Norway)
Isatai -KMG N/A N/A Negotiations.
-ENI (ltaly)
Darkhan -KMG N/A Negotiations.
-Chinese consortium
headed by CNOOC.
N-block -KMG -51% 270 million tons | PSA. Exploration.
-ConocoPhillips (US) — | o5 il (1.98

24.5% billion barrels)
- Mubadala | (2013).
Development Company
(UAE) —245%
Satpayev KMG—-75% -ONGC N/A Exploration and production

(India) — 25 % contract.

Zhambai South — | -KMG —50% N/A PSA. Exploration.
Zaburunie -Repsol (Spain) — 25%

-Caspian  Investments

South

Resources

(Russia/China) — 25%

Zhambyl KMG  -Korean N/A Negotiations.

consortium lead
by KNOC.
Note: Some projects include several fields. Numbers in brackets are converted to with BP’s
conversion factors (BP 2013b).
Source: [6, p.3; 3, p.32-33].

Currently, the North Caspian Sea Production Sharing Agreement (NCSPSA) project is
Kazakhstan’s largest direct foreign investment project, creating local jobs and business opportunities.
The Kashagan Phase 1 project cost approximately $55 billion, with local content in goods, works,
and services valued at more than $13.3 billion since 2004. The project will produce for decades and
its shareholders, including ExxonMobil, expect to contribute billions of dollars in direct revenue to
the Kazakhstani government [7].

As we see, the main investments in Kazakhstan are directed to the oil industry. According to the
Santander report, 70% of investments go to the oil industry (49.8% according to the statistics of the
National Bank).

In general, according to the National Bank of Kazakhstan, the total investment from 1993 to
2018 amounted to $301.1 billion. Foreign direct investment in 2018 amounted to $ 24.3 billion and $
6 billion for the first quarter of 2019, which is 7.8% more than the same period last year. The
Ministry of National Economy of Kazakhstan plans to increase the annual inflow of foreign direct



investment to $ 34 billion by 2025 [5].

Along with this, transnational companies that are engaged in direct investment in a particular
sector of the country's economy are gaining great importance. A large role is played by the many
foreign companies present in the Kazakhstan market, investing large capital, including corporations
from 45 countries, including the USA, the Netherlands, Great Britain, France, Italy, Canada, China,
Japan, Russia, Switzerland and others [8]. The conducted research and analysis of these fields shows
that each field is invested by at least one or two foreign companies. Each foreign company has
significant shares in projects related to oil production [5].

Table 5. Countries - investors in the oil aspect of the Republic of Kazakhstan [5]

Countries — investors Investment period
Korea 1995-1996
United Kingdom 1997
USA 1998-2015
Italy 1999-2015
China 2005-2015

However, despite all these positive aspects, there are also negative ones. In terms of investments,
the main problem for Kazakhstan remains their attraction to other sectors of the economy for their
further development, while the economy continues to depend on oil prices.

According to the World Bank, if the republic does not take the necessary measures and continues
to rely on oil, the country will face a slowdown in the economy and stagnation due to the
deterioration of overall productivity. The institute offers Kazakhstan to take the path of economic
diversification, reduce the role of the state in the economy, fight corruption more aggressively and
comprehensively and restructure the economy to stimulate private investment.

The CIA World Fact Book states that corruption, bureaucracy, and arbitrary law enforcement are
the main sources of concern for investors in Kazakhstan, especially at the regional level. Another
concern is the banking sector, which suffers from poor asset quality and lack of transparency [5].

From an economic point of view, investors in the mining industry are often faced with the
presence of investment risks. In the case of oil-field development, these risks are related to the fact
that the project could be unprofitable in terms of poor quality of oil, which, in turn, will increase
production, refining and transportation costs, oil market price may change, norms and quotas for
drilling and production of energy resources could be introduced, and other risks. These risks may
have serious harmful consequences to the financial position and reputation of the petroleum producer
as well as negatively affect the environmental, social and economic situations of the region [9, p.31].

In addition, factors of technology and human capital play an important role in the development
of the extractive industries. Meeting the needs of these factors in the domestic market allows oil and
gas companies to build their own potential, reducing dependence on foreign capital. According to the
global innovation index and the human development index, Kazakhstan ranks last among countries
such as Canada, Russia, Norway and Australia that also have oil and gas reserves (table 6 below).
The weakest point in the innovation implementation section of Kazakhstan is the degree of market
development, human capital and research, which are one of the necessary conditions for using the
country's investment potential [6].

Table 6. Comparison of some indices by group of countries [6, p.13]

| Countries | Human | Global Innovation | Business Ease Index |




development index Index
Index (place in the
Index (place in the Index (place in the overall ranking)
overall ranking) overall ranking)

Australia 0.939 (3) 51.98 (20) 80.13 (14)
Russia 0.816 (43) 37.90 (46) 77.37 (35)
Norway 0.953 (1) 52.60 (19) 82.95 (8)
Kazakhstan 0.8 (58) 31.42 (74) 77.89 (36)
Canada 0.926 (12) 53.00 (18) 79.26 (18)

Furthermore, for Kazakhstan, oil production in the region can destroy its ecosystem and have a
negative impact on the environment as a whole. In this regard, Cherdabaev (2011) distinguishes two
main problems: 1) it is environmental pollution caused by the presence of a large number of drilled
oil and gas wells, many of which are not exploited and mothballed. Hydrocarbons seep into the sea,
polluting it; 2) this is the seismic state of the region. So, the results of seismography of the Institute of
Oceanology of the Russian Academy of Sciences in the Aktau region, conducted in 2010, are
alarming. In total, 45 remote seismic events were recorded at a distance of 250-600 km from the
place of implementation. During the study, three moderate earthquakes were recorded in the southern
Caspian - off the coast of Iran-Azerbaijan [10].

Therefore, in order to prevent the possible consequences for the region and the country, oil
production companies, in addition to internal regulations of life and environment safety, are required
to carry out the requirements of “the Environmental Code”, “the Law on Protection”, “Reproduction
and Use of Wildlife”, “the Land Code”, “the Water Code”, and “the Forest Code” [9, p.32].

Undoubtedly, the attractiveness of Kazakhstan for investors, obviously, will continue to increase
particularly in oil and gas sector. But it will also depend on solving issues such as improving the
quality of infrastructure, diversifying the economy, eliminating corruption (including nepotism),
reducing state participation in the economy, political stabilization, improving property rights and
stimulating the development of the service sector. In the meantime, investments will remain
dependent solely on the attractiveness of resources that the republic possesses [5].

At present, oil is a resource of strategic importance. As a result of the industrial revolution, it has
become the object of persecution of many leading powers. The struggle for the possession of natural
resources is the source of the main modern wars and the cause of the destabilization of the country.
An analysis of the events of the last decade shows that at the heart of every international conflict lies
an energy interest. For example, Iraq, Nigeria, Russia, South Sudan and Syria receive the bulk of
their revenues from the sale of oil, and large energy companies have huge power and influence in
these and other countries involved in this process. The so-called terrorist organization called ISIS
would not have been able to achieve today's results if it had not occupied key oil-producing areas in
Syria and seized oil refining capacities in Irag. Another striking example is the conflict in Ukraine,
which is one of the hot spots in the international arena. Another example is the civil war in Sudan,
between south and north, one of the reasons for which is the struggle for oil deposits in the southern
region and their transportation through the north. According to many researchers, these resources
would not have existed; many of the conflicts taking place in the modern world would have
gradually exhausted themselves due to a lack of funds for the purchase of weapons and financing of
troops. But while oil is flowing, the conflicting parties will have both the means and incentives to
continue the struggle.

Kazakhstan in its policy and economy adheres to multi-vector and diversification, which helps to
prevent many risks that destabilize the national economy. Kazakhstan cooperates with such



international oil institutes as OPEC and MEA. The sale of Kazakhstani oil is carried out in the Asian
direction, European, as well as in the markets of the CIS countries. The republic cooperates with
many countries, such as Turkmenistan, Russia, China, the USA and the EU. The reasons for the
attractiveness of our republic are primarily, as mentioned above, rich resources. Secondly, relatively
political stability and security, and finally, geographical location [4].

As you know, the “Caspian Pipeline Consortium” is one of the priority directions of export
supplies of Kazakhstani oil. The CPC oil pipeline with a total length of 1,510 km (of which 452 km
Is the Kazakhstan section) connects the Tengiz Kazakhstan oil field and the South Ozereyevka oil
terminal on the Black Sea (near the port of Novorossiysk) [6].

According to National Bank of Kazakhstan Report (2019), in 2017, the CPC pipeline transported
55.1 million tons of oil, including 49.6 million tons of Kazakhstani oil.

At present, in Kazakhstan, in addition to CPC, alternative export pipeline routes are also being
considered:

1) Aktau — Baku-Batumi (Trans-Caucasus corridor). About 2 million tons of oil per year is
already being transported in the Baku-Batumi section. In accordance with the additional agreement
on the modernization of the pipeline, signed by Kazakhstan, Azerbaijan and Georgia, its throughput
will increase to 10 million tons;

2) Trans-Caspian route. Using the Trans-Caspian route will allow integration with the Baku-
Ceyhan pipeline. The project cost is $ 4 billion, and throughput - from 50 to 70 million tons per year;

3) Kazakhstan-China. China is an attractive market for Kazakhstan, as the demand for oil in the
region is constantly growing. According to the proposed route, West Kazakhstan oil will be
transported to the western regions of China. The total length of the pipeline will be about 2800 km,
the minimum throughput is 20 million tons of oil per year;

4) The southern route. This route, which runs through Turkmenistan and Iran to the Persian Gulf
terminals, provides the shortest transportation route for Kazakhstani oil. The total length of the
pipeline will be 2137 km, throughput - at least 25 million tons per year [11].

Regarding the Kazakhstan gas pipeline, it should be noted that most gas pipelines (as well as oil
pipelines) are located in the west of the republic. Several pipelines, which, starting in Turkmenistan
and Uzbekistan, pass through Western Kazakhstan to Russia, the Kazakh cities of Aktyubinsk,
Uralsk, Kustanai and Rudny are now supplied with Uzbek gas. These transport routes, in particular
pipelines from Turkmenistan, are not operated at full capacity and therefore can potentially also be
used by Kazakhstani producers to export gas to Russia and Europe. The bulk of the gas supplied
through these two pipelines enters Gazprom’s system. Consequently, any project involving the
export of Kazakhstani gas to the world market, Kazakhstan will most likely discuss with Gazprom
until alternative routes are developed [11].

The domestic gas pipeline system of Kazakhstan supplies gas only to some regions of the
country. Through these pipelines, gas from Uzbekistan is transported to southern Kazakhstan (the
cities of Shymkent, Taraz and Almaty). At the same time, most of the country (including the cities of
Ust-Kamenogorsk, Semipalatinsk, Pavlodar, Astana, Karaganda and Taldykurgan) still does not have
a gas pipeline infrastructure and is forced to rely on other energy sources.

Existing Kazakhstan gas pipelines require significant repairs. According to KazTransGas, in the
near future it is planned to begin the reconstruction of the main gas pipeline Central Asia - Center,
which will be financed both from current tariff revenues and from external sources. The Central Asia
- Center gas pipeline, with a total length of 4495 km, is the main pipeline connecting the states of the
region with Russia.

Given the gas demand of the northern regions and the capital, KazTransGas also plans to build a
pipeline that would be connected to the Gazprom system and provide gas transportation to
Petropavlovsk, Kokshetau, Astana, and possibly Karaganda and Temirtau [11].

Of course, Kazakhstan needs the further development of its gas pipeline infrastructure to develop
its gas fields. Therefore, gas pipelines belong to priority sectors of the economy of Kazakhstan, for
which special tax benefits and preferences are provided.

To summarize the foregoing, it should be noted that the production, transportation and export of



oil began to be seen as an opportunity to strengthen the influence of Kazakhstan in foreign policy.
State approval of various energy companies, the work of energy companies in the republic act as a
way of pressure or support of political allies of Kazakhstan. This defines a new level and system for
establishing new relations with the countries of the world.

Today, countries such as the United States, Russia and China are the most important vectors and
partners in Kazakhstan’s foreign policy, which in turn is reflected in the development of
Kazakhstan’s energy sector.
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