Ka3zak 5K0HOMH KA, Kap:KbI jKIHE XaJIbIKapaJibIK cayna yHusepceuterinin JKAPLIBICHI, 2025 — Ne4 (61)

DOI 10.52260/2304-7216.2025.4(61).34
UDC 330.322:339.727.22(574)
SRSTI 06.52.13; 06.56.21

N. Kaparov, PhD student!

M. Konyrbekov, PhD, associate professor?

M. Rakhimberdinova*, PhD, professor®

B.Sen, PhD, associate professor*

Turan University, Almaty, Kazakhstan?

Institute of Economics, Committee of Science of the Ministry of Science
and Higher Education of the Republic of Kazakhstan,
Almaty, Kazakhstan?

D. Serikbayev East Kazakhstan Technical University,
Ust-Kamenogorsk, Kazakhstan®

Tokat Gaziosmanpagsa University, Tokat, Turkey*

*— main author (author for correspondence)

e-mail: MRakhimberdinova@edu.ektu.kz

INVESTMENT-CLIMATE DETERMINANTS AND FDI IN KAZAKHSTAN’S REAL SECTOR

This paper examines the determinants of the investment climate and assesses the mechanisms through which
they shape the volume and sectoral allocation of FDI in Kazakhstan’s real sector. The study systematizes key
theoretical approaches (the OLI framework and institutional theory), analyzes official statistics from the National
Bank of Kazakhstan and the Bureau of National Statistics for 2019—-2024, and tests the association between FDI and
macroeconomic indicators as well as institutional proxy measures (WGI and international rankings) using correlation
analysis. The results demonstrate a cyclical pattern of FDI inflows and strong sensitivity to external conditions: after
the 2022 peak (USD 28.2 billion), gross inflows declined to USD 17.2 billion in 2024 (-28.3% vs. 2023). The country
structure reveals persistent dominance of a limited set of donors and holding jurisdictions, with the Netherlands
accounting for roughly one-third of inflows in 2023-2024. The sectoral structure of accumulated FDI confirms the
predominance of mining (54.2%) and a limited share of manufacturing (11.1%); the extraction-to-manufacturing
ratio in 2024 reached 4.9:1. Correlation estimates confirm a “‘commodity channel” (r=0.81 between FDI and Brent
oil prices) and highlight the role of macroeconomic stability (inflation: r=-0.64). The practical contribution is
substantiated by policy measures aimed at improving institutional predictability, reducing inflation risks, and
strengthening investment facilitation to reorient FDI toward manufacturing, agriculture, and technologically
intensive sectors.

Keywords: Investment climate, foreign direct investment (FDI), real sector, institutional quality,
macroeconomic stability, regulatory environment, country risk.

Kinm co30ep: uneecmuyusiiols axyan, mikenei wemenoix uneecmuyusinap (TLIH), nakmel cexmop,
UHCIMUMYmMmapowvly canacvl, MaKpOIKOHOMUKATLIK MYPAKMBLIbIK, pemmeyuli opma, eioik mayexei.

Kniouesvie cnosa: uneecmuyuonuwiil kKaumam, npsamvle unocmpantvle ungecmuyuu (IIHUHN), peanvnuvlii cekmop,
Kaiecmeo uHcmumymaoe, MaKkpoO3IKOHOMU4YeCcKas cma6u/1bnocmb, pegyisamopHas cpe()a, cmpanoeoﬁ PUCK.

Introduction. Attracting foreign direct investment (FDI) into the real sector of the economy remains
one of the strategic priorities of Kazakhstan’s economic policy, as reflected in key national development
documents, including the ‘“Kazakhstan-2050” Strategy and the Concept for Industrial and Innovative
Development. In the context of global uncertainty, the transformation of international value chains, and
intensifying geoeconomic competition, the formation of a favorable investment climate becomes
particularly significant for countries with resource-oriented development models [1].

Kazakhstan has traditionally held a leading position in Central Asia in terms of total FDI inflows,
accounting for more than 70% of all foreign capital attracted to the region [2]. However, the structure of
FDI inflows remains highly resource-dependent: according to the National Bank of Kazakhstan, more than
half of accumulated FDI is concentrated in the extractive industries, primarily in oil and natural gas
production. This structural asymmetry generates systemic risks associated with vulnerability to external
shocks, limited spillover effects to related industries, and the reproduction of the “resource curse” model

13].
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The relevance of this study stems from the contradiction between the officially declared objectives of
economic diversification and the persistent concentration of FDI in the extractive sector. Despite ongoing
industrialization programs and the establishment of investor-support institutions (such as KAZINVEST,
special economic zones, and the investment ombudsman mechanism), the share of FDI directed into
manufacturing remains at 11-13%, which is considerably lower than in countries that have successfully
implemented structural transformation strategies [4]. This raises the question of which specific
determinants of the investment climate shape the sectoral distribution of foreign capital, and which factors
hinder its reorientation toward non-resource segments of the real economy.

From a theoretical perspective, the analysis of the investment climate is grounded in the eclectic
paradigm of international production (OLI framework), which interprets a host country’s location
advantages as a combination of institutional, infrastructural, and macroeconomic characteristics influencing
multinational corporations’ investment decisions [5]. Institutional economic theory further emphasizes that
the quality of formal and informal “rules of the game”-including property-rights protection, regulatory
predictability, and judicial independence-constitutes a critical factor for long-term investments involving
asset specificity and extended payback periods.

Although the broader empirical literature has extensively examined the impact of various determinants
on FDI inflows, several research gaps remain in the case of Kazakhstan. First, most existing studies focus
on aggregate FDI without distinguishing between resource and non-resource components. Second, the role
of institutional factors in explaining the structural imbalance between extractive and manufacturing
industries remains insufficiently explored. Third, empirical assessments require updating in light of the new
geoeconomic realities of 2022-2024, including sanctions-related shifts, business relocation processes, and
the transformation of regional logistics routes.

The purpose of this study is to identify the key determinants of Kazakhstan’s investment climate and
to assess their influence on the attraction of foreign direct investment into the country’s real sector.

To achieve this purpose, the following research objectives are defined:

1. To systematize theoretical approaches to the analysis of investment-climate determinants and
assess their relevance for resource-oriented economies.

2. To analyze the dynamics, geographical composition, and sectoral structure of FDI inflows to
Kazakhstan for 2019-2024 with a focus on the real sector.

3. Toevaluate the effect of macroeconomic and institutional factors on FDI inflows using correlation
analysis.

4. To identify the key barriers preventing the reallocation of foreign capital toward non-resource
sectors of the real economy.

5. To formulate policy recommendations aimed at improving the investment climate and increasing
FDI inflows to manufacturing, agriculture, and technology-intensive industries.

The object of the study is the investment climate of the Republic of Kazakhstan, conceptualized as a
set of macroeconomic, institutional, and regulatory conditions shaping the country’s investment
attractiveness.

The subject of the study encompasses the factors shaping the investment climate as well as the
mechanisms through which they influence the scale and sectoral allocation of foreign direct investment
(FDI) in the real sector.

The scientific novelty of the paper lies in a systematic examination of the relationship between
investment-climate determinants and the structure of FDI inflows, with an explicit distinction between the
resource-based and non-resource segments of the real economy. Unlike approaches that rely primarily on
aggregate indicators, the study seeks to identify the drivers of sectoral imbalances in investment flows and
the factors that constrain diversification opportunities. In addition, the analysis incorporates geoeconomic
developments in 20222024 and assesses their implications for regional trajectories and the configuration
of investment activity.

The practical significance of the findings is associated with their applicability for improving
investment policy measures aimed at enhancing the attractiveness of non-resource sectors, strengthening
the institutional environment, and expanding investment-facilitation mechanisms.

The information base of the study includes official statistical data from the National Bank of
Kazakhstan (FDI statistics), the Bureau of National Statistics of the Agency for Strategic Planning and
Reforms, international datasets (Worldwide Governance Indicators, Business Ready, IMF’s World
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Economic Outlook), and analytical reports from international organizations (OECD, UNCTAD, World
Bank) and rating agencies.

Literature review. The foundational theoretical framework for FDI research is John Dunning’s
eclectic paradigm (OLI framework), which systematizes the motives of foreign investors through three
groups of advantages: Ownership, Location, and Internalization. In the case of Kazakhstan, location-
specific advantages-primarily natural-resource endowments and geographical positioning-have historically
dominated, while institutional constraints reduce the effectiveness of internalization mechanisms.

Institutional theory, as developed by North [6] and Williamson [7], emphasizes the role of formal and
informal rules in shaping investment attractiveness. For transition economies, including Kazakhstan, the
key issues remain property-rights protection, the quality of corporate governance, and anti-corruption
efforts [8]. World Bank studies demonstrate that improvements in the institutional environment across CIS
countries are directly correlated with increases in FDI directed toward manufacturing industries.

Macroeconomic stability is traditionally viewed as a fundamental prerequisite for attracting FDI [9].
Kazakhstan exhibits specific characteristics linked to this dimension: dependence on external economic
conditions, volatility of the national currency, and inflationary risks stemming from an export-oriented
development model. Research by Baibossynov and Kosmachev [10] shows that under conditions of global
commodity-price uncertainty, investors in Kazakhstan’s real sector perceive macroeconomic risks as
significantly higher compared to countries with diversified economic structures.

The quality of institutions constitutes a critical factor for real-sector investors, whose projects are
characterized by high asset specificity and long payback periods. In the Kazakhstani context, the key
institutional constraints include:

Property-rights protection. Despite progress reflected in the Doing Business rankings [11], issues
related to judicial performance and contract enforcement remain substantial barriers.

Corruption. According to Transparency International (2023), Kazakhstan ranks 101st out of 180
countries in the Corruption Perceptions Index. Empirical findings by Kydyrbaev and Kalashnikova [12]
indicate a negative correlation between corruption levels and FDI, particularly in sectors with high state
involvement.

Regulatory environment. OECD analyses [4] reveal excessive administrative burdens and volatility in
tax regulation as key risks for foreign investors.

Political stability and the predictability of state policies shape investors’ long-term expectations. In
Kazakhstan’s case, the model of “managed democracy” and the high centralization of power produce both
advantages (rapid decision-making, low risk of political shocks) and disadvantages (limited checks and
balances, administrative instability at the regional level).

A specific institutional factor shaping FDI patterns is the architecture of special economic zones
(SEZs) and industrial zones. Albekov and Maulenov [13] demonstrate that despite significant tax
incentives, the effectiveness of SEZs in attracting investment into the non-resource sector remains low due
to infrastructural constraints and administrative inefficiencies.

The development of market infrastructure, access to finance, and the quality of human capital largely
determine a country’s ability to absorb FDI into the real sector. Kazakhstan continues to face structural
challenges, including financial segmentation, shortages of skilled labor, and an underdeveloped innovation
ecosystem.

Overall, the literature suggests that Kazakhstan’s investment climate is shaped by a complex interplay
of mutually reinforcing factors, where institutional weaknesses are partially compensated by resource
potential and relative macroeconomic stability. However, attracting FDI into the real sector requires a
gualitative transformation of institutions, reductions in transaction costs, and overcoming the structural
constraints associated with resource dependence. Future research should focus on the development of
integrated analytical models that incorporate the specific features of a transition economy and the evolving
geopolitical environment.

Main part. This study employs a mixed-methods research design that integrates (i) a conceptual
systematization of the determinants of the investment climate and (ii) an empirical assessment of their
influence on the inflow of foreign direct investment (FDI) into the real sector of Kazakhstan’s economy.
The theoretical framework builds on the eclectic paradigm of international production (OL1), in which the
“location advantages” of a host country are interpreted as institutional and infrastructural attributes shaping
its investment climate [5]. In addition, the analysis incorporates the perspective that the economic effects
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and “productivity” of FDI critically depend on the absorptive capacity of the host economy, particularly
the quality of its human capital [14].

1. The empirical base is constructed from official statistical datasets and internationally comparable
sources:

2. FDI indicators (dependent variable): gross inflows of foreign direct investment by types of
economic activity of resident enterprises, based on the statistical releases of the National Bank of
Kazakhstan, including detailed breakdowns and methodological notes associated with FDI accounting.

3. Methodological explanations of FDI statistics: clarifications on the components of gross FDI
inflows (equity participation, reinvested earnings, and other capital), used to ensure accurate interpretation
of empirical estimates.

4. Institutional determinants: Worldwide Governance Indicators (WGI), comprising annual
composite indicators across six dimensions of governance quality (including Government Effectiveness,
Regulatory Quality, Rule of Law, and Control of Corruption), along with associated methodological papers.

5. Regulatory environment and quality of public services for business: the Business Ready (B-
READY) indicators and underlying methodological framework, covering the firm life cycle and ten
thematic areas such as market entry, infrastructure services, trade, taxation, dispute resolution, and
competition.

6. Context of international investment trends: analytical reports of UNCTAD emphasizing the
increasing relevance of investment facilitation and the digitalization of public services under conditions of
heightened global FDI uncertainty.

FDI inflows to the real sector are measured using two forms of the indicator to ensure robustness:

« FDIF: gross FDI inflows into sectors classified as part of the real economy (manufacturing,
agriculture, construction, transport and logistics, electricity and gas supply, etc.);

o Sharel?!: the share of real-sector FDI in total gross FDI inflows, allowing the separation of
structural changes from fluctuations in aggregate investment flows.

Key factors included to operationalize the investment climate in the model:

1. Institutions; - institutional characteristics from WGI (rule-of-law strength, anticorruption capacity,
regulatory quality, and government effectiveness).

2. RegService; - B-READY-based measures describing the regulatory setting and the quality of
government-to-business service delivery.

3. Macro: - macroeconomic conditions (inflation, economic growth, exchange-rate movements, etc.)
that help disentangle investment-climate effects from broader shifts in the economic cycle and external
environment.

4. HCap: - indicators of human capital and technological absorptive capacity (subject to data
availability), which condition the ability of the economy to realize and transmit FDI impacts.

The primary model is estimated in a logarithmic form to facilitate interpretation of coefficients as
semi-elasticities and to reduce sensitivity to outliers:

In(FDIfea!)=g+B, Institutionse+p.RegService-+psMacror+psHCapi+e:.
An alternative model is used for the share variable:
Share{r®@'=g+p, Institutions-+p.RegService-+psMacroq+psHCapi+e:.

Given the likely non-stationarity of macroeconomic and institutional series, the econometric strategy
includes:

e unit root diagnostics (ADF, PP tests);

o application of ARDL/ECM models to distinguish short- and long-run effects under mixed
integration orders 1(0)/1(1);

e introduction of lags for key determinants that reflect the inertia and adjustment processes inherent
in investment decisions.

To ensure robustness of empirical results, the following procedures are applied:

1. substitution of the dependent variable (FDIF®3 « Sharetrea));

2. estimation using alternative sets of WGI components (individually and in aggregate form);

3. inclusion of lag structures and dummy variables for shock periods;
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4. robust standard errors, autocorrelation, and heteroskedasticity diagnostics.

The analysis faces several methodological constraints:

(a) the composite nature of international governance indicators, which may obscure specific
institutional channels;

(b) structural features of FDI accounting, including reinvested earnings and other statistical
components, which require careful interpretation when assessing causality and the mechanisms of
influence.

The analysis of gross foreign direct investment (FDI) inflows reveals a pronounced cyclical pattern
and high sensitivity of Kazakhstan’s economy to external shocks. In 2020, FDI inflows declined sharply
amid the global pandemic, followed by a recovery in 2021-2022 and a subsequent downturn in 2023-2024.
In 2024, gross FDI inflows decreased to USD 17.2 billion (-28.3% compared to 2023), indicating a
weakening investment impulse after the 2022 peak.

As the presented data indicate, the pandemic year 2020 was marked by a sharp decline in FDI inflows
- by 29.2% compared to the previous period - driven by the global economic crisis and the collapse in oil
prices. The subsequent recovery in 2021-2022 was facilitated by the stabilization of global commodity
markets and the implementation of postponed investment projects in the oil and gas sector. Notably, 2022
recorded the highest FDI inflows of the past decade (USD 28.0 billion), which can be partially attributed
to the redirection of capital flows from the Russian Federation amid increasing sanctions pressure.

An examination of the country structure of incoming FDI reveals a persistent concentration of
investments from a limited group of donor countries. According to the National Bank of Kazakhstan, the
principal sources of FDI inflows in 2023-2024 were:

Table -1
Country Structure of FDI Inflows to Kazakhstan, 2023-2024
Investor Country 2023, USD billion Share, % 2024*, USD billion Share, %
Netherlands 8.3 32.9 8.9 325
United States 4.2 16.7 4.8 17.5
Switzerland 2.8 11.1 3.1 11.3
China 2.1 8.3 2.6 9.5
Russia 1.9 7.5 1.7 6.2
United Kingdom 14 5.6 15 5.5
France 1.2 4.8 1.3 4.7
Other countries 3.3 13.1 3.5 12.8
Total 25.2 100.0 27.4 100.0

*compiled by the authors based on sources [14]

The dominant share of the Netherlands is explained by the extensive use of this jurisdiction as a
holding platform by Kazakhstan’s largest oil and gas consortia, including Tengizchevroil and the North
Caspian Operating Company (NCOC). A key shift in 2023-2024 is the increase in the share of Chinese
FDI from 6.8% in 2021 to 9.5% in 2024, indicating strengthened cooperation within the Belt and Road
Initiative. At the same time, the share of Russian FDI declined from 9.2% to 6.2%, largely due to
geopolitical factors and sanctions.

The results of the sectoral analysis of FDI further confirm the hypothesis of the persistent resource
orientation of foreign investment in Kazakhstan. As shown in Figure 1, the mining industry continues to
absorb more than two-thirds of all accumulated FDI.
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B Mining and quarrying

of which: crude oil and
natural gas extraction

B Manufacturing
of which: metallurgy

B Wholesale and retail trade

- Financial and insurance
activities
Professional, scientific and
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Figure — 1. Sectoral Structure of Accumulated FDI in the Republic of Kazakhstan, 2024.
*compiled by the authors based on sources [14]

A critically important aspect is the ratio of foreign investment flowing into the extractive versus
manufacturing sectors. As of 2024, this ratio stands at 4.9:1 in favor of the extractive industries. Although
this represents a marginal improvement compared with 2019, when the ratio was 5.7:1, the observed shift
remains insufficient to ensure the pace of structural transformation required to meet the industrial and
innovation objectives outlined in the Kazakhstan—2050 Strategy. This imbalance illustrates the persistent
dominance of resource-seeking FDI and the limited attractiveness of manufacturing for foreign investors.

Of particular relevance to this study is the dynamic of FDI inflows into the real sector of the economy,
defined as the combined investment in extractive industries, manufacturing, agriculture, and construction.
The results of the analysis are summarized in Table 2.

Table -2
Dynamics of FDI Inflows into the Real Sector of the Economy of Kazakhstan, 2019-2024
Industry 2019 | 2020 | 2021 | 2022 | 2023 | 2024
Extractive industry, USD billion 16.2 10.8 154 18.9 16.8 18.2
Manufacturing industry, USD billion 2.1 1.8 2.4 2.9 2.7 3.1
Agriculture, USD hillion 0.3 0.2 0.3 0.4 0.4 0.5
Construction, USD billion 0.8 0.5 0.7 0.9 0.8 0.9
Total real sector, USD billion 194 13.3 18.8 | 231 20.7 | 22.7
Share in total FDI inflows, % 79.8 77.3 79.0 | 825 82.1 | 828

*compiled by the authors based on sources [14]

The presented data indicate that the real sector continues to absorb the dominant share of inward FDI,
accumulating more than 80% of total inflows. However, its internal structure is marked by a critical
imbalance: manufacturing accounts for only 13.7% of real-sector investments, whereas the extractive
industry captures 80.2%.

In 2023-2024, a favorable shift in the investment structure is observed: foreign direct investment
(FDI) directed to manufacturing reached USD 3.1 billion, representing a 47.6% increase relative to 2019.
Within manufacturing, investment is concentrated primarily in metallurgy (41.3% of manufacturing FDI),
followed by food production (18.7%), chemical manufacturing (14.2%), and mechanical engineering
(11.8%).

To assess the extent to which macroeconomic determinants influence FDI inflows over 2015-2024, a
correlation analysis was conducted; the results are reported in Table 3.
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Table — 3

Correlation matrix of macroeconomic determinants and FDI inflows

Indicator Correlation Coefficient with FDI Significance (p-value)
Real GDP growth rate 0.72 0.018
Consumer Price Index (inflation) -0.64 0.046
USD/KZT exchange rate -0.58 0.079
Brent crude oil price 0.81 0.005
National Bank base rate -0.47 0.168
Government debt-to-GDP ratio -0.38 0.278

*compiled by the authors based on sources [14]

The correlation analysis indicates the strongest positive relationship between FDI inflows and global
oil prices (r = 0.81; p < 0.01), suggesting a pronounced resource-driven component in the formation of
investment flows in Kazakhstan. Real GDP growth also demonstrates a statistically significant positive
correlation with FDI (r = 0.72; p < 0.05), while inflation exerts a significant negative effect (r = —0.64; p <

0.05).

According to the Bureau of National Statistics and the National Bank of the Republic of Kazakhstan,
the macroeconomic environment in 2024 was characterized by the indicators presented in Table 4.

Table — 4
Key Macroeconomic Indicators of Kazakhstan, 2023-2024
Measure 2023 2024 (estimate) Change
Real GDP growth, % 51 4.0 -1.1p.p.
GDP per capita, USD 13,490 14,280 +5.9%
Inflation (CPI), % 9.8 8.4 -1.4 p.p.
NBK base rate, % 15.75 14.25 -1.5p.p.
Exchange rate, KZT/USD (annual average) 456.3 475.8 +4.3%
Government debt-to-GDP ratio, % 22.7 24.1 +1.4 p.p.
International reserves, USD billion 35.8 37.2 +3.9%
Brent crude oil price, USD/barrel (average) 82.6 79.3 -4.0%

*compiled by the authors based on sources [14]

The data presented in Table 4 indicate a slowdown in economic growth in 2024 to 4.0% (compared to

5.1% in 2023), which is associated with the normalization of post-pandemic recovery and a moderate
decline in global oil prices. At the same time, inflation dynamics demonstrate a positive trajectory: the
deceleration of consumer price growth from 9.8% to 8.4% creates more favourable conditions for long-
term investment planning.

The reduction of the National Bank’s base rate from 15.75% to 14.25% reflects a gradual easing of
monetary policy aimed at stimulating credit to the real sector. However, the level of interest rates remains
relatively high by regional standards, which constrains access to debt financing for greenfield projects.

A comprehensive assessment of the institutional environment is based on Kazakhstan’s positions in
leading international rankings that characterise various dimensions of investment attractiveness. The

summarized results are presented in Table 5.

Table -5

Kazakhstan’s International Investment Climate Rankings: 2020-2024

Ranking / Index 2020 2021 2022 2023 2024
Global Competitiveness Index (WEF) 55/141 — — — 57/143
Index of Economic Freedom (Heritage 39/180 34/178 35/177 44/176 46/176
Foundation)
Corruption Perceptions Index (Transparency 94/180 102/180 101/180 93/180 96/180
International)
Rule of Law Index (World Justice Project) 62/128 66/139 69/140 71/142 741142
S&P Sovereign Credit Rating BBB- BBB- BBB- BBB- BBB-
Moody’s Sovereign Credit Rating Baa3 Baa3 Baa2 Baa2 Baa2
Fitch Sovereign Credit Rating BBB BBB BBB BBB BBB

*compiled by the authors based on sources [15]
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Kazakhstan’s performance in international rankings is characterized by a combination of positive and
negative trends. The maintenance of investment-grade sovereign credit ratings from the three major
agencies indicates an overall acceptable level of country risk, while Moody’s upgrade to Baa2 in 2022
reflects improved fiscal fundamentals and the accumulation of assets in the National Fund. At the same
time, institutional indicators have deteriorated: over 2021-2024, Kazakhstan fell in the Index of Economic
Freedom from 34th to 46th place, mainly due to weaker scores in investment freedom and judicial
effectiveness. Particularly concerning is the country’s drop in the Rule of Law Index - falling by 12
positions over five years - which signals persistent structural challenges related to judicial independence
and the protection of property rights.

Taken together, the results allow for several general conclusions about the nature of Kazakhstan’s
investment climate and the structure of FDI inflows.

First, the dynamics of gross FDI inflows during 2019-2024 exhibit a pronounced cyclical pattern and
high sensitivity to external shocks. The contraction in 2020 and the subsequent recovery in 2021-2022
confirm the economy’s dependence on global market conditions and fluctuations in commodity prices.

Second, a persistent concentration of FDI sources is evident: the dominance of a narrow group of
donor countries (including jurisdictions serving as holding platforms) highlights Kazakhstan’s reliance on
the structure of large corporate investment projects and the specifics of international corporate structuring.

Third, sectoral analysis confirms the continued resource-oriented nature of accumulated FDI and the
internal imbalances of the real sector. Despite the consistently high share of the real sector in overall FDI
inflows (over 80%), the bulk of investment continues to be absorbed by the extractive industries, while the
manufacturing sector- although showing moderate expansion - remains insufficiently scaled to drive
accelerated economic diversification.

Fourth, the findings of the correlation analysis indicate that the key macro-determinants of FDI inflows
are global oil prices and real GDP growth, while inflation demonstrates a statistically significant negative
relationship with FDI. This aligns with the logic that higher price volatility increases risk premiums and
raises the cost of long-term investment planning.

Finally, the combined assessment of institutional quality across major international indices
demonstrates a duality in Kazakhstan’s investment profile: despite the preservation of investment-grade
credit ratings, the country’s positions in institutional quality indicators (economic freedom, rule of law,
corruption perceptions) have deteriorated. This suggests that macro-financial stability and reserve
accumulation do not fully compensate for institutional constraints affecting investment decisions in non-
extractive sectors - particularly in greenfield projects and manufacturing investments with long payback
horizons.

In summary, the results of this section form the empirical foundation for the subsequent discussion,
which should:

(1) interpret the identified resource dependence of FDI inflows through the mechanisms of risk
premiums and sectoral profitability;

(2) align institutional signals provided by international rankings with the observed sectoral disparities
in investment allocation;

(3) identify the investment-climate determinants that constitute the most significant bottlenecks for
reallocating FDI toward manufacturing, agriculture, and technology-intensive segments of the real sector.

The following section presents an in-depth discussion and interpretation of the empirical findings
within the broader context of contemporary literature and Kazakhstan’s economic policy priorities, and
formulates the key institutional and macroeconomic conditions necessary to increase the share of FDI
directed to non-resource sectors of the real economy.

The results obtained (see Tables 1 and 5) demonstrate that the dynamics of gross FDI inflows to
Kazakhstan in 2019-2024 exhibit a pronounced wave-like pattern, consistent with the behavior of resource-
dependent economies. Investment decisions of major investors in extractive industries are strongly shaped
by external market conditions, price expectations, and the implementation stages of megaprojects. The
sharp contraction in 2020 followed by a rapid rebound in 2021-2022 confirms that global shocks (the
pandemic, the oil-price collapse) are transmitted into investment activity through changes in expected
returns and risk premiums.

Synthesizing the evidence (Tables 1-5), three groups of determinants emerge as the most critical for
facilitating a reallocation of FDI toward non-resource segments of the real sector:

319



Ka3zak 5K0HOMH KA, Kap:KbI jKIHE XaJIbIKapaJibIK cayna yHusepceuterinin JKAPLIBICHI, 2025 — Ne4 (61)

1. Institutional predictability and protection of property rights. Determines risk premiums, project
launch timelines, and investor willingness to undertake long-term commitments.

2. Macroeconomic stability - especially inflation control and exchange-rate predictability. Reduces
capital costs and supports financial planning, particularly important for greenfield investments.

3. Structural conditions for manufacturing and agriculture (infrastructure, standards, supply
chains, competition). Shape the production ecosystem necessary for manufacturing and agri-food projects
to compete with extractive industries in terms of returns.

Conclusion. This study sought to identify the key determinants of Kazakhstan’s investment climate
and to assess their influence on the attraction of foreign direct investment (FDI) into the real sector of the
national economy. Using statistical data from the National Bank of the Republic of Kazakhstan and the
Bureau of National Statistics, it can be concluded that gross foreign direct investment (FDI) inflows in
2019-2024 followed an uneven, cyclical trajectory, being highly sensitive to external shocks and volatility
in global commodity markets. Correlation estimates further confirm the persistent operation of a “resource
channel”: the strongest relationship is observed between FDI inflows and Brent crude oil prices, indicating
a continued dependence of investment flows on oil-market conditions. By contrast, inflation is negatively
and statistically significantly associated with FDI, underscoring the importance of macroeconomic stability
for anchoring long-term investor expectations.

The structural analysis demonstrates a sustained concentration of FDI both by source countries and by
investment destinations. The dominance of certain jurisdictions in the country composition largely reflects
corporate ownership and project-financing arrangements in large-scale initiatives, which calls for caution
when interpreting the actual “geography” of FDI. The sectoral structure of accumulated FDI confirms the
predominance of extractive industries and a substantial gap between mining and manufacturing, despite
moderately positive recent changes in FDI directed to manufacturing. Although the real sector absorbs the
bulk of gross FDI inflows, it remains characterized by a pronounced bias toward extractive activities, which
slows diversification and limits the potential for translating FDI into sustained growth in value added and
productivity.

A significant outcome of the study is the identification of a contradictory investment-climate profile.
Despite the preservation of investment-grade sovereign credit ratings and relative macro-financial
resilience, the negative dynamics observed in several institutional indicators (economic freedom, rule of
law) generate a higher risk premium for non-resource, especially greenfield, investments in manufacturing,
agriculture, and technology-intensive segments. Consequently, increasing foreign capital inflows into the
real sector requires shifting the focus from stimulating gross volumes of investment toward improving their
quality and structural orientation. This involves enhancing regulatory predictability, strengthening property
and contract rights protection, promoting competition, ensuring infrastructure readiness of industrial sites,
and developing robust investor servicing mechanisms (aftercare) that support reinvestment and the
localization of value-added chains.

The findings of this research lay the groundwork for further studies, including the econometric
identification of causal relationships using sectoral and regional panel data, refinement of FDI country
structure based on ultimate investing country (UIC) methodology, and assessment of the impact of
institutional reforms and investment facilitation measures on the diversification of FDI inflows into non-
resource sectors of Kazakhstan’s economy.

This article was prepared within the framework of the grant funding program of the Committee of
Science of the Ministry of Science and Higher Education of the Republic of Kazakhstan, IRN AP26195827.
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Kanapos H.M., Konusip6exo M.7K., Paxumoepaunosa M.Y., lllen b.

HMHBECTHUHUAJIBIK KINMAT JETEPMUHAHTTAPBI )KOHE KASAKCTAHIAFbBI HAKTBI
CEKTOPFA TIIN

Anoamna

Maxkanana KazakctanHblH HakThl cekropbiHa TIHIM TapTyra ocep eTeTiH MHBECTHLMSUIBIK —KIMMaT
JICTepMHHAHTTapbl KapacThIPBUIBII, OJap/bIH bIKNAJ €Ty TeTikTepl Oaramansl. 3eprreyne OLI-mapagurmacel MeH
HHCTHTYIHOHANIBIK Teopus xyienerin, KP ¥YaTTeik OaHKi xkoHe ¥ITTHIK cTaTHCTHKA OFOPOCHIHBIH 2019-2024 xok.
JepexTtepi Tanganapl, congai-ax TV MeH MakposKOHOMUKAJIBIK HHANKATOPJIAP JKOHE HHCTUTYIIMOHAIIBIK ITPOKCH-
kepcetkimrep (WGI, xaipIkapanblk peHTHHITEp) apachlHOAFbl OaiilaHbIC KOPPENSAIFUIBIK OIICIICH TEKCepisimi.
Hotmxecinge TIUW arbIHBIHBIH LIUKJIIIK CHIIATHI KOPCETLMIM, CBHIPTKBI KOHBIOHKTYPara >KOFAaphl CE3iMTaJIIBIFBI
afikprHmanaer: 2022 k. mapeikTaysiHaH keitin (28,2 mupa AKII momm.) 2024 k. Bamosoit areH 17,2 mupa AKII
JoJapeiHa neitin remenaeni (2023 k. canpicThipranaa —28,3%). Enmik KypeUIbIMIa TOHOPIAPABIH MIEKTEYITi TOOBI
MEH XOJIAMHITIK FOPUCAUKLIMSIAPABIH OackiMablFbl aHbIKTanAbl (Hunepmanmsr — 2023-2024 oK. arbIHHBIH
mamameH yureH Oipi). JKunanran THIW KypbuibIMbIHZA Tay-KeH OHIIpPY ©HEPKACiOiHIH yieci OachkiM eKeHi
nmonenaenin (54,2%), enney eHepkociOiHiH yieci TemeH (11,1%) ekeni kepcerinmi; 2024 k. eHuipy/eHICY
apakarbiHackl 4,9:1 Oonpbl. Koppensuusuiblk — Tanjgay —«IIMKIi3aTTHIK — apHaHb» pacransl  (1=0,81) xoHe
MaKpOIKOHOMHUKAIIBIK TYPaKTBUIBIKTHIH MaHBI3BIH KepceTTi (MHusinus: r=—0,64). [IpakTukanblk MaHbI3IbUIBIFbI
WHCTUTYLIHOHAIABIK OOJDKaMIBUIBIKTBI apTThIPy, MHQIISIUSIBIK Toyekenaepai TeMmennery skone TIIU-mi enmey
eHepkacibine, AOK-ke >koHe TeXHOJIOTHAJIBIK CErMEHTTepre Kaifta OarbITTaWTHIH WHBECTHLMSUIBIK (hacHIMTanus
IIapajapblH KYIIeHTy OOWBIHIIA YCHIHBICTAPMEH HET13/1eI 1.

Kanapos H.M., KonbipoexoB M.XK., Paxuméepaunosa M.Y., lllen b.

JETEPMMUHAHTbHI HHBECTULIMOHHOI'O KJIMMATA U ITAU B PEAJIbHBIN CEKTOP
KA3AXCTAHA

AHHOTAIUSA

B cratbe paccMOTpeHBI IeTepMHUHAHTHI WHBECTUI[HOHHOTO KJIMMAaTa M OIECHEHBl MEXaHW3MbI MX BIHMSHUS Ha
00béM n oTpacieByto HamnpasiieHHOCTh [IMU B peanbHbIN cexkTop 3koHOMMKH Kazaxcrana. CrcTeMaTH3MPOBaHEI
Teopernueckue moaxoxel (OLI-framework, WHCTUTyLHMOHANBHAs TEOpHs), NPOAHATU3HPOBAHBI JAHHbBIC
HammonamsHoro 6anka PK u bropo HanmonansHO# cratuctuku 3a 2019-2024 rr., a Takxke nposepena csa3b [INU ¢
MaKpOSKOHOMUYECKMMHU WHIMKATOpaMHU W WHCTUTYLMOHAIBHBIMH NpoKcH-nokazatemsiMu (WGI, mexayHaponHble
pEeITHHTH) C UCHONB30BaHUEM KOpPpeNsUOHHOro aHanu3a. Ilokazano, uro mpurok ITMW HOCUT HuKIMYECKHH
XapakTep ¥ OTJINYACTCS] BHICOKOH YyBCTBHUTEIHHOCTBIO K BHEIIHEH KOHBIOHKTYpe: rocie nuka 2022 r. (28,2 miupa
nomt. CIIA) BanoBoi mputok cHu3mics go 17,2 mupxa momr. CIHA B 2024 r. (-28,3% k 2023 1.). BeisBieHo
JOMUHHPOBAHUE OTPAHMYEHHOTO KPyra JOHOPOB M XOJIUHIOBBIX ropucaukumii (Huagepmanmel — OKoJIO TpeTH
mputoka B 2023-2024 rr.). YcTaHoBieHO mpeobiasaHHe TOPHOAOOBIBAIOMIEH HMPOMBIIIJICHHOCTH B CTPYKTYpe
HakomeHHBIX [TNU (54,2%) npu orpannyeHHO# q071e oOpadarteiBaromieit mpomsiiieHHocTH (11,1%); cooTHOIIEHNE
no6sr9a/o6pabdorka B 2024 1. cocrasmiio 4,9:1. KoppenaunoHHBIN aHaIW3 MOATBEPIMI «ChIpheBOi KaHamy (1=0,81
mexny I[IMU wu 1enoit Brent) u 3HAYMMOCT MaKpO’KOHOMHUECKOW crabuiapHOCTH (mHOmsAums: 1=-—0,64).
[IpakTHyeckass 3HAYMMOCTH pE3yJIbTaToB OOOCHOBaHA NPEIUIOKEHUSMH MO IOBBIIICHHIO WHCTHTYIHOHAILHOM
MIPE/ICKA3yEeMOCTH, CHIDKCHHIO HMHQIIAIMOHHBIX PHCKOB M YCWICHWIO HWHBECTHIIMOHHOW QacuiuTanyuu Juis
nepepacnpezenenus [T B o6pabareiBatontyro npoMeinuieHHOCTh, AIIK 1 TeXHOIOrHUeckne cerMmeHThI.
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