Aset Isekeshev. Presentation  

Dear Nursultan Abishevich, 

Dear members of the Council and attendees of the session,  
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Today a very important issue is going to be tackled: the involvement of foreign investors in the industrialisation programme, which is being developed as part of Kazakhstan Development Strategy to 2020, as assigned by head of state. 


The programme focuses on the development of 7 priority sectors: 

1. Agribusiness  

2. Construction  

3. Oil refining 

3. Metallurgy 

4. Chemicals and pharmaceuticals 

5. Power  

6. Transport and telecommunications 

Today all the above-mentioned sectors are facing common challenges such as low added value of products, and low labour productivity, resulting in a considerable export of products in the form of minerals.  


In order to identify the most profitable sectors, a detailed research of the above sectors was done in association with major international analytical companies such as Nexant, CRU Group, Strategy Partners, and Baumgartner. 
As a result of the development of detailed master plans, 46 promising sub-sectors and over 200 end products with high added value have been identified. 


In fact these are temporarily unfilled niches, in which there are key prerequisites to investment namely feedstock and markets. 


For instance, the chemical sector offers great opportunities for establishing new productive facilities of regional and global significance. So Lanxess firm of Germany is interested in investing in establishing productive facilities, which would use domestic feedstock (sulphur, phosphorus, chlorine etc.). The interest has been expressed by the Russian, Belarusian, Italian, Arabic and Chinese companies. 


Therefore our challenge is to make systemic efforts in order to create an unprecedented favourable environment for having investors in these particular “niche” products and industries. 


There are more than enough such opportunities in Kazakhstan and interested investors will be provided with full information on each of those. 


Also, for the convenience of investors a productive facilities map will be made under the programme. It will include the balance of development of workforce, energy (gas or electricity), a description of mineral deposits, plans for area development, and information on existing productive facilities.  


The Industrialisation Map is another significant component of the programme. This is the list of priority investment projects providing for such actions as monitoring, management and identification of required particular government support actions.  


In fact this set of documents together with the sector programmes will set the country’s economic policy priorities for the following five years. 


Certainly, under current circumstances - the global financial crisis - attracting foreign investors will be one of the keys to successful implementation of the programme since apart from financial resources, that entails the transfer of technology, knowledge and management skills. 


Therefore our challenge is to make every effort and transform so that Kazakhstan becomes the most attractive venue in the region for foreign investors, particularly given the expected Customs Union with Russia and Belarus. 


Such efforts are being actively made. This year alone on visits paid and under agreements signed by head of state a big package of agreements worth over US$30 billion was signed with the leading companies of Italy, France, South Korea, China, Emirates and other countries. Continuous systemic efforts are being made for each project. 


What actions is the government to take in order to implement the programme? 


We systemised all the actions and tools of resource and financial support, which include co-financing through loans or guarantees, risk sharing through the involvement of national companies in projects, placement of long-term public orders (for instance in pharmaceutical sector), and provision of plots of land in free economic zones, which we intend to seriously improve and many other things. All these actions have been planned in detail in the programme, hence the government created an environment required for the implementation of projects. 


What specific mechanisms and sectors of cooperation are offered? 
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Let me now brief you on the profile of investors. Today there are about 8,000 foreign companies, operating in Kazakhstan. Of them, 270 have been added to the list Fortune Global 500. The majority is still operating as trade missions, branches, or subsidiaries, but 25 of them are already very big investors, mostly in oil and gas, mining and the financial sectors. 


Given the programme being developed and the profile of investors we find it appropriate to invite investors to get involved in four key sectors of industrialisation. 


The first sector - infrastructure development – implies investment projects in power, transport and telecommunications. 


Certainly, the government will be a key player in the development of infrastructure, Samrouk-Kazyna Fund and national companies will be acting as main operators. 


Today there are good examples of infrastructure projects involving foreign investors such as Balkhash Heat and Electric Power Plant. The Korean companies KEPCO and SAMSUNG have been involved there. 


However, along with budgetary funds we intend to actively seek alternative sources, particularly public-private partnerships. 


We learned valuable lessons from what we did earlier and are now willing to seriously improve the mechanism in terms of financing. We think that this will allow to attract significant investment in these sectors. 


All in all, there are 22 respective big infrastructure projects worth US$ 19.5 billion, some of which will be financed based on PPP. We invite investors to take part.  
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The second sector involves the higher added value production.  


Under the industrialisation programme we intend to maximise the utilisation of our feedstock and energy i.e. to make sure that highest added value products are produced in Kazakhstan and begin producing basic products, determined under master plans. 


Despite the difference between long-term priorities of the government and those of extractive industries the long-term cooperation made it possible to take closer stands when implementing industrial projects. 


Apart from investing your own funds in the production of the above-mentioned basic products, your involvement in the implementation of the programme can imply granting access to minerals you have been extracting (oil, gas, metals etc.). 


This first and critical step will allow us to set a framework for attracting fresh investment and for having new projects implemented by new investors. Today provided that basic feedstock is available we can employ dedicated firms (Lanxess, IPIS et al.) interested in implementing downstream projects. 


The decision by Eni firm about building a gas plant in Kazakhstan’s Karachaganak field and implementing 5 other projects in non-extractive industries is a good example of such successful cooperation that could be given. These 6 projects will lay a solid foundation for subsequent high added value production. 


Besides, we thank Tengizchevroil for supplying 7 billion m3 of gas and 600,000 tons of propane in order to establish a facility to produce polyethylene and polypropylene. 
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One may also illustrate opportunities in such sector as metallurgy by giving aluminium as an example. As you can see, while there are sufficient reserves of it in Kazakhstan the respective products are not of high added value.  
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In particular, there is a possibility of producing 250,000 tons of aluminium per year in addition to existing facilities. Increased production will allow to begin producing high added value products. The interest was expressed by a number of companies, including Asan Aluminium, which is part of Kibar holding company of Turkey. The supply of feedstock on optimal conditions was set as the main condition. 


All in all, about 40 big projects worth over US$20 billion are being implemented and are to be implemented, respectively.  

The third sector involves the development of high and medium-tech industries. These are mostly industries related to extractive industries and to the needs of the country's development, whose potential is determined by the internal market. 


Here we see a large number of promising projects: that is the development of oil and gas, transport, agricultural machine building, pharmaceuticals et al. These are the niches, as well and we began cooperating with many operators and national companies on the one hand and with both local and foreign investors on the other hand in order to establish new productive facilities.  


In the oil and gas industry alone there is a possibility of increasing the added value by establishing service companies, offering high-tech services from 3D reservoir simulation to production of very sophisticated devices and chemicals to produce oil in severe conditions. And good opportunities will be offered accordingly by the energy hub to be established in Kazakhstan. 


A striking example is General Electric, which successfully implemented a project to assemble 100 Evolution locomotives a year, undertaking to bring the localisation rate to 50%. And the company is also working on other projects such as medical equipment, oil and gas equipment etc. 
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The fourth sector implies technological development. 


It will focus on satisfying the needs of existing companies to use the most advanced technologies. 


Through innovative development institutions we are planning to provide innovative grant financing, which will be used to increase productivity, improve energy efficiency and complex processing. 


In metallurgy we in association with the Finnish company Autotek will establish a centre for metallurgy in Ust-Kamenogorsk to offer laboratory and engineering services to mining and metallurgical companies. This will allow to develop the best technology for complex processing of ore that will allow to reduce time and cost of deposit development. 


As to machine building, a chain of design bureaus is to be established in order to accelerate the introduction of development. We will have any sophisticated machines built at existing facilities focusing on end products. For instance, we are mastering the production of wagons in association with the Russian factories, and locomotives in association with General Electric, moving gradually to the manufacture of components and assemblies. In order to accelerate that, we are going to purchase engineering and technical documentation and further pass it down to machine-building factories. 


Each of the company whose officials are here today developed its own technology programmes. We know that Exxon Mobil will invest in new technologies to improve the efficiency of geological exploration and making lithium-ion batteries, Shell will invest in increasing the oil recovery, and Chevron will invest in technology to improve the efficiency of oil refining. 


We suggest jointly resolving issues related to technology to be used under oil and gas projects in Kashagan as part of the energy hub project. 


We strive for gaining knowledge in priority sectors. That is why we suggest involving local scientists and research institutes in joint research. 


We see a good potential to cooperate with you and suggest implementing joint programmes, which will allow to mutually cooperate to resolve issues and develop technologies. 
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The above-provided information gives all the investors, including the members of the Council and companies, not yet operating in Kazakhstan, a chance to get involved in the programme.  


In doing so the high expectations of the government for cooperation with the members of the Council in implementing the programme are absolutely fair.  


I would like to conclude by noting the following. As you can see, the government has a clear vision and plans for development, specific tools to support projects have been identified and we are ready to work in all the sectors. For fruitful cooperation with investors we intend to put in place a "one-stop" system. There is now an interdepartmental group of the Ministry of Industry, cooperating with foreign investors virtually on a daily basis. 


We look forward to receiving initiatives and specific suggestions from you. 


Thank you for your attention!
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