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Foreword
In 2017 Kazakhstan was invited by the OECD to become Adherent to the OECD Declaration on International Investment and Multinational Enterprises. This adherence bears witness to the determination that Kazakhstan holds towards its integration into the world economy and promoting development through responsible business practices.
As an adherent to the Declaration, Kazakhstan commits to providing national treatment to foreign investors and promoting and enabling responsible business conduct. In turn, it benefits from similar assurance from other adherents to treat Kazakh investors abroad fairly and to encourage their multinational enterprises operating in Kazakhstan to contribute to economic, social and environmental progress. In accordance with the OECD Guidelines for Multinational Enterprises, an integral part of the Declaration, Kazakhstan has committed to establish a National Contact Point charged with promoting responsible business principles and practices embodied in the Guidelines, handling related inquiries in the national context and providing a mediation and conciliation platform for resolving practical issues that may arise.
The Investment Policy Review of Kazakhstan took place under the aegis of the OECD Investment Committee and as part of the OECD-Kazakhstan Country Programme. This publication draws on the report supporting the examination by the Investment Committee of Kazakhstan’s application for adherence to the Declaration. The examination of Kazakhstan’s investment policies took place in October 2016 at the OECDin Paris in the presence of a delegation from Kazakhstan led by Mr. Yerlan Khairov, Vice-Minister for Investments and Development.
The Review has been prepared under the supervision of Stephen Thomsen, Head of Investment Policy Reviews, by a team led by Frédéric Wehrlé and comprised of Tihana Bule, John Hauert, Fernando Mistura, Monika Sztajerowska, and Coralie Martin, all from the Investment Division of the OECD Directorate for Financial and Enterprise Affairs, and Narine Nersesyan, then Senior Economist at the OECD Centre for Tax Policy and Administration. It has benefited from discussions in the Investment Committee and comments from the OECD Secretariat, including the Secretariats of the Competition, Corporate Governance, Fiscal Affairs and Trade Committees. The Review has also benefited from inputs provided by the OECD Anti-Corruption Network for Eastern Europe and Central Asia and CleanGovBiz Initiative. The Review is made possible thanks to the financial support from Kazakhstan. The contents are the responsibility of the OECD and do not necessarily reflect the views of the Government of Kazakhstan.
The information in this Review is current as of 1 January 2017.
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Preface
by
Zhenis Kassymbek, Minister for Investments and Development, Republic of Kazakhstan and Angel Gurría, Secretary-General, OECD
Kazakhstan has made unprecedented economic and social progress since the start of the post-independence reforms in the early 1990s. GDP per capita increased by an average annual rate of 5.2% between 1995 and 2016, making the Kazakh economy the fastest growing of all Central Asian countries. In addition to its expanding oil sector, Kazakhstan’s strong performance has been supported by major policy reforms, including continuous efforts to liberalise and simplify investment regulation which has helped spur capital inflows. Kazakhstan has also made important progress addressing poverty, however a significant proportion of the population still remains vulnerable on very low incomes.
Indeed, more remains to be done to fulfil Kazakhstan’s ambition of joining the top 30 most advanced economies by 2050. In order to achieve this goal, the government is engaged in ambitious reforms to improve the business environment and further reap the benefits of investment. In particular, Kazakhstan’s framework for investment takes on board a number of recommendations that were made in the context of the OECD’s first Investment Policy Review in 2012. Thus, in 2017, the OECD invited Kazakhstan to adhere to the OECD Declaration and Decisions on International Investment and Multinational Enterprises (henceforward the Declaration). Adherence signals Kazakhstan’s commitment to reform and its willingness to align with international best practices.
This second OECD Investment Policy Review of Kazakhstan recognises Kazakhstan’s achievements but also provides an independent view of what could be done better. In particular, the government will need to diversify the economy away from over-reliance on natural resources. When related activities are included, the oil and gas sector generates as much as 30% of GDP. Going forward, Kazakhstan would also benefit from increasing domestic entrepreneurship and strengthening competitiveness. It will also need to prove to investors that the institutional system is transparent and accountable. 
The Review’s recommendations focus on the need to strengthen policy coherence and reform implementation through solid institutions and stronger co-ordination within government and with the business sector. It also stresses the need to maximise the benefits of investment by reinforcing linkages between foreign and domestic businesses, eliminating administrative barriers, reconsidering incentives policy, promoting responsible business conduct, and implementing clearer strategies for attracting investments that can support economic diversification and sustainable development.
The OECD and Kazakhstan’s Ministry for Investments and Development (MID) cooperated closely on this study. While the OECD brought its deep, inter-disciplinary expertise, the MID drove the cross-agency process, involving the private sector and civil society and providing critical inputs to the Review. The Review is an important element of a two-year programme to help Kazakhstan adopt OECD standards and thus provides an anchor for its policy reforms. Through this engagement, the OECD and Kazakhstan will continue to work together to design, develop and deliver better policies for better lives in Kazakhstan.
[image: graphic]
Zhenis Kassymbek, Minister for Investments and Development,Republic of Kazakhstan
[image: graphic]
Angel Gurría, Secretary-General, OECD

Executive summary
Between 2000 and 2011, supported by a sharp oil price increase beginning in 1999, Kazakhstan’s economy grew by an average of 8.4%, making the country one of the world’s fastest growing economies over the past decade. With the slump in oil prices, the contraction of the Russian economy and the economic slowdown of China, recent years have nevertheless been challenging for Kazakhstan, with real GDP growth slowing from 6% in 2013 to 1.2 % in 2015, and foreign direct investment (FDI) inflows falling by 52% from 2014 to 2015. With excessive reliance on oil, sluggish growth and the decrease of FDI flows, improving further the framework conditions for foreign investment has become among the authorities’ foremost priorities for boosting the diversification of the economy and improving citizens’ well-being. 
Over the past few years, Kazakhstan has made significant progress in improving its investment regime and business environment. The government has notably lifted foreign equity restrictions in air transport and fixed-line telecommunications, allowing for complete foreign ownership. These reforms have brought Kazakhstan closer to OECD standards. As part of its accession to the World Trade Organization (WTO) in 2015, Kazakhstan has also begun to simplify the procedures for hiring foreigners. Additional changes, expected to be implemented within five years of Kazakhstan’s accession to WTO, will support an even more open environment for foreign investors. WTO accession has also led to far-reaching changes in Kazakhstan’s trade regime, in particular in services; further reductions of trade barriers are expected in the future to facilitate trading activities. 
Kazakhstan has also made important efforts to provide adequate levels of investment protection and effective dispute resolution mechanisms. It has also steadily simplified establishment and licensing procedures over the past years, a progress which has been reflected in the country’s improved World Bank Doing Business rankings: at the end of 2016, Kazakhstan ranked 35th out of 190countries – an improvement of 16 places since 2015. The enactment of a new Public Private Partnership law in 2015 and the upgrading of the concession law seek to propel infrastructural development. Tax reforms are also under way in order to increase revenues, which may result in better tax transparency and revisited investment incentives schemes.
Additional efforts are required, however. To be successful, the ambitious plan to attract more foreign investment must be supplemented by further governance reforms, clearer strategies for attracting FDI, and proving to foreign investors that the institutional system is transparent and accountable. More should also be done to foster domestic entrepreneurship and local skills: despite a number of initiatives to strengthen the important economic role of SMEs, the SME contribution to GDP and the share of population employed in the SME sector remain low when compared with other emerging economies and OECD countries.
Another central determinant of Kazakhstan’s capacity to attract FDI is the extent to which the regulations and laws governing economic activity are conducive to competition. State and natural monopolies still apply in some significant sectors such as oil transport via trunk pipelines, transmission of electricity, ports and airports, and railways, sectors which are vital for trade and investment in a country the size of Kazakhstan. In addition, several sectors of the Kazakh economy remain difficult to access in practice for investors, due to the prominence of state-owned enterprises (SOEs), despite an active policy of market liberalisation over the past decades. By some measures, SOEs account for approximately 35% to 40% of Kazakhstan’s GDP. Given the significant presence of SOEs in many sectors of the economy that have been opened up to market forces, it is important to ensure that they are, to the greatest possible extent, subject to the same competition and corporate disciplines as private enterprises. The government of Kazakhstan is moving in the direction of adhering to high standards of corporate governance. It is also conducting a large-scale privatisation programme which should decrease the SOEs’ share in the economy to 15% by 2020.
The success of Kazakhstan in attracting more investment will also hinge on the authorities’ management of one of the main concerns of investors: bribery, favouritism and other forms of unfair treatment of business. The authorities appear committed to cleansing the system of corruption. The real test will however be met only through determined implementation of actions on the ground.
Creating an enabling environment for business to act responsibly and meeting the duty to protect the public interest from potential negative impacts of business activities will also help to retain and attract responsible investors, ensure broader value creation and promote more sustainable development. Recent efforts to raise the quality of investment, notably in the extractive sectors and with regards to environment, are crucial for more inclusive growth. Issues nevertheless remain particularly acute in the areas of human rights and employment and industrial relations. The establishment of Kazakhstan’s National Contact Point should be at the centre of the efforts and reforms – whose role is to promote awareness of the OECD Guidelines for Multinational Enterprises as they relate to ensure that supply chain responsibility – a key issue for a more responsible and inclusive globalisation – becomes a regular way of doing business.
This Review describes the most recent reforms. Its purpose is to help the government of Kazakhstan prioritise its actions for improving the framework conditions for investment by providing a broad set of recommendations to make the country an even better place in which to live and invest. The information in this Review is current as of 1 January 2017.


Assessment and recommendations

Kazakhstan has enjoyed a long period of stability and prosperity, with one of the world’s fastest growing economies over the past decade benefitting from high commodity prices. The past 15 years have been in contrast with the immediate post-independence period when the economy suffered from a sharp economic decline. Extensive reforms following independence, in 1991, started bringing benefits, supported by a sharp oil price increase beginning in 1999. Surging commodity prices supported a strong economic performance in particular between 2000-07, reflected in average annual growth of real GDP of 10.2%. On the demand side, growth had been driven by private consumption and private sector investment, fuelled by strong wage expansion and a credit boom increasingly funded by large scale foreign borrowing of Kazakh banks.

Against the backdrop of mostly external shocks, economic growth has nevertheless decelerated since then. Kazakhstan’s real GDP growth slowed from 6% in 2013 to 4.1 % in 2014 and 1 % in 2015,1 owing to a number of reasons including: reduced global demand for Kazakhstan’s main export commodities; the sharp decline in global oil prices since mid-2014; and spill over effects from sanctions imposed on Russia, Kazakhstan’s major trade partner (notably the KZT appreciation against the sharply falling RUB caused a loss of competitiveness). Foreign direct investment (FDI) flows in Kazakhstan have fallen, on average, by 15% since 2011, and by 52% from 2014 to 2015 (reaching USD 4 billion or 2.2% of GDP). Progress on poverty reduction largely stalled in 2014 and 2015 and growth was expected to remain low at 0.7% in 2016 and not to be higher than 1.0% in 2017.2

The ongoing vulnerability to global commodity prices (especially oil prices) has again unmasked the high risks related to inadequate economic diversification as already noted in a first Review of Kazakhstan’s investment policy, which was published in the OECD Investment Policy Review series in April 2012. In the framework of this Review, the OECD recommended inter alia easier access to agricultural land and the telecommunication sectors for foreign investors; investment policies related to national security guided by the principles enshrined in the OECD Guidelines for Recipient Country Investment Policies relating to National Security; more balanced and transparent local content requirements; corporate governance reforms at state-owned enterprises (SOEs); increased private participation in infrastructure; better enforcement of intellectual property rights (IPR); better financing support for small and medium enterprises (SMEs); more transparent and predictable trade and tax policy; enhanced fight against corruption; and the development of a coherent government strategy on responsible business conduct.

Over the past few years, the government has been attempting to soften the impact of the slowing economy by attracting foreign investment further, in particular in priority sectors of Kazakhstan’s economy. The “100 Concrete Steps, a Modern State for All” program set out by President Nazarbayev recognises economic diversification and growth as one of the country’s major priorities and a pre-requisite for sustainable development.3 The Program, also called “Plan of the Nation”, is structured around four major pillars of the reform agenda: i) professionalising public administration; ii) enforcing the rule of law; iii) increasing state transparency and accountability; and iv) fostering economic diversification and growth. The “100 Steps” program, the improvement of physical infrastructure (via the “Nurly Zhol Infrastructure Development” program), and the skills-enhancing agenda – aimed at raising the quality of human capital – are all key pillars of the long-term development strategy Kazakhstan 2050, which aims to transform Kazakhstan into a diversified economy driven by the private sector and achieve the country’s ambition of joining the top 30 most advanced economies by 2050.

Kazakhstan’s investment openness

Since the country’s independence in 1991, international investment has been viewed by the authorities as delivering important benefits, ranging from enhanced economic growth to job creation. Over the past decades the country has thus introduced a number of measures to remove restrictions on foreign direct investment. These reforms, coupled with buoyant commodity prices, contributed to the dynamic growth of investment during the first decade of this century. The share of inward FDI flows in total gross fixed capital formation and inward FDI stock in gross domestic product (GDP) increased more than ten- and twentyfold, respectively, since early 1990s (currently, remaining at 59% and 32%, respectively), and remains higher than in many other economies in the region. Still, FDI inflows were unevenly distributed to respond to the needs and aspirations of Kazakhstan’s society with a strong concentration of the FDI flows and stock in the extractive sector (Chapter 1). 

With sluggish growth and a decrease of FDI flows in recent years, improving further the framework conditions for foreign investment has been among the authorities’ foremost priorities for attracting and retaining foreign investors in the country. Foreign investors can participate in most sectors of the economy on an equal footing with domestic investors. The government notably recently lifted the previous equity restriction in air transport and prohibition of foreign capital above a certain threshold in telecommunications. As a result of this move towards greater openness, Kazakhstan is now getting closer to OECD levels in terms of statutory restrictions according to the FDI Regulatory Restrictiveness Index, although it remains above the OECD average. Additional changes expected to be implemented within five years of Kazakhstan’s 2015 accession to the WTO, such as allowing operations of branches of foreign-owned banks, will support an even more open and transparent environment for foreign investors (Chapters 2 and 6). 

These important initiatives notwithstanding, there still remains variation in terms of statutory restrictions on FDI in comparison with OECD countries. One restriction relates to the use of agricultural and forestry land, a sector where national sensitivities have been particularly acute. Other restrictions are found in guarding (security) services, mass-media, and fixed-lined telecommunications where Kazakhstan either applies total prohibition of foreign investment (in security services), prohibits foreign investment above a certain limit (in mass-media), or subjects foreign investment to approval above a certain threshold (in telecommunications). They are areas where most OECD countries do not find it necessary to maintain restrictions. Beyond their direct impact on the degree of competition, the key risk is that these restrictions constrain investment. Kazakhstan should restrain from applying these restrictions. Limiting the scope of application of exceptions to National Treatment would also signal greater openness to investment.

Ground-level conditions are also still posing constraints on investment, despite recent steps to eliminate some of them. Conditions include labour market tests for foreign managers and specialists hired in Kazakhstan in the framework of intra-corporate transfer; limitations on the number of foreigners for each category of corporate employees; regulatory quotas for work permits; and preferential treatment of domestic suppliers in the subsoil sector. These requirements are generally aimed at economically empowering citizens or at spurring the development of domestic chains. Notwithstanding their legitimate purposes, they risk constraining the investment attraction potential of Kazakhstan, in particular due to the complexity and fragmentation of regulations (Chapter 2). Alternative measures do exist to promote greater domestic involvement, for example business linkage, skills development programmes and support programmes for SMEs (Chapter 5). The OECD in 2012 already called upon the government to undertake an evaluation of local content policies against alternative options for local private sector development. If some of the requirements are to be maintained, there is scope for rationalising the legislative and regulatory framework and make it more transparent and ensure that they achieve their intended purpose without being unduly burdensome for investors. 

The need for transparency also applies to the rules governing private investment in so-called strategic assets or sectors of national interest. Kazakhstan maintains national security grounded screening mechanisms which are not always swift and transparent. Ensuring that the legal framework provides guidance as to what considerations Kazakhstan should take into account in making a determination on national interest grounds would mitigate perceived risks by investors, increase investor confidence, and align the country closer with the recommendations contained in the OECD Guidelines for Recipient Country Investment Policies relating to National Security (Chapter 2).

Several sectors also remain difficult to access in practice for foreign investors due to the domination of state-owned enterprises (SOEs) and the prominent position of monopoly sectors in the national economy. By some estimates, the public sector accounted for around 40% of GDP at the end of 2015. To address this issue, in October 2015 the government announced the largest privatisation of SOEs since the country became independent in 1991. In all, 783 SOEs and subsidiaries of national holdings, including 65 of the largest Kazakh state-controlled companies in the oil and gas, transport, and nuclear sectors, are to be sold off between 2016 and 2020. The privatisation plan is aimed at reducing the number of so-called quasi-state entities to 15% by 2021 and at transferring 5% of companies owned by the local governments to the private sector. Other reforms are underway, aimed at encouraging competition and entry and operations of private investors in activities formerly reserved to monopolies. Kazakhstan should nevertheless ensure that privatisation encourages more competition in previously monopolistic sectors instead of merely replacing public with private monopolies (Chapter 2).

Yet, given the still prominent position of monopoly sectors and of SOEs in Kazakhstan’s economy, measures contributing to a more level-playing field, together with corporate governance standards, would further enhance the country’s attractiveness. Kazakhstan’s competition legislation has gone through major reforms recently and, as a result of this, the country has now a competition regime that is in many areas based on sound principles. It is nevertheless still in need of further reforms, including the establishment of an independent competition authority in order to minimize the risk of undue influence as well as – as already recommended in 2011 – of an independent regulator for the telecommunications sector. Intensifying reforms in the areas highlighted in the recent OECD peer review of Kazakhstan’s competition policy could help advance the country’s competition agenda in this regard. Similarly, even if improvements have been made to the corporate governance frameworks for SOEs, enforcement of rules and regulations remains a challenge. As illustrative of this issue, although audit has become mandatory for all SOEs, it has proved to be so far ineffective (Chapter 2).

Balancing investor protection and the government’s power to regulate

The attractiveness of Kazakhstan as an investment destination depends not only on the openness of the economy and restrictions that investors may face. Since the last Review, Kazakhstan has continued its efforts to offer both domestic and foreign investors an attractive investment climate by seeking to provide adequate levels of investment protection and effective dispute resolution mechanisms (Chapter 3). At the same time, there is an increasing recognition that investment protection policy involves efforts to balance investor protection and the government’s right to regulate. 

Kazakhstan’s Constitution offers relatively general protection to all persons. Kazakhstan’s new Entrepreneurial Code from 2016 gives business entities, and investors specifically, more detailed guarantees on the protection of their rights and property. The Code protects against expropriation and unlawful government conduct in particular. The new Entrepreneurial Code reflects laudable efforts to increase the consistency and transparency of the applicable rules. It also seeks to well-tailor the protection it offers by defining different categories of investment, which qualify for different types and levels of protection. Certain regulatory stability assurances, for example, which can play an important role in the quest for balance between investment protection and the government’s right to regulate, are only available to economically important investors. Moreover, the Entrepreneurial Code (as well as legislation applicable to the subsurface sector) seeks to specify in which areas governmental legislative and regulatory action may be stabilised. The concepts and mechanisms introduced by the new Code, or taken over from previous legislation, however, are not always easy to apprehend.

Kazakhstan also offers a wide range of dispute resolution mechanisms to protect investor rights and enforce government obligations. Recent government efforts focused on the functioning of the court system to improve the overall investment climate: the court system has been streamlined, and now offers special court procedures for investors. New initiatives seek to foster capacity of the judges, providing for additional qualification requirements and strengthening performance reviews and training (see Chapter 5). The Astana International Finance Centre is poised to include a special court system, based on the English legal system. Investors may also rely on arbitration or mediation mechanisms. Arbitration and mediation have reportedly only been used sparely by investors, but the Kazakh authorities are seeking to improve their attractiveness, and to thereby reduce the case load of the courts. The protection of intellectual property (IP) rights shows the importance of effective enforcement mechanisms: Kazakhstan has improved the overall legal framework for IP rights – not least in the WTO accession process – but the enforcement of IP rights continues to be a challenge and constitutes a policy priority. While recent indexes and surveys suggest that overall Kazakhstan is on the right way towards enhancing the quality of its court system, some business representatives and investors continue to voice concerns about the independence of the judiciary.

As part of its efforts to improve the investment climate, Kazakhstan has also signed a number of international investment agreements: These treaties typically protect existing covered investments against expropriation without compensation and against discrimination, guarantee fair and equitable treatment, and give covered investors access to investor-state dispute settlement mechanisms to enforce those provisions. In addition to 47 bilateral investment treaties, 44 of which are currently in force, Kazakhstan has also adhered to a number of multilateral investment treaties. In total, around half of Kazakhstan’s investment treaties are concluded with adherents to the OECD Declaration on International Investment and Multinational Enterprises. The provisions found in most of Kazakhstan’s investment treaties are typically relatively broad, leaving arbitrators a lot of leeway in determining the actual scope of protection they provide. Vague standards that fail to clearly reflect government intent may undermine the right balance between investor protection and the power to regulate.

Properly designed investment treaties can help support Kazakhstan’s sustainable and inclusive growth objectives and consolidate domestic priorities, such as promoting and enabling responsible business conduct. Investment treaties can also help ensure that investments are not encouraged by lowering domestic health, safety, labour and environments standards as recommended by the OECD Guidelines on Multinational Enterprises (see Chapter 7).

Kazakhstan’s tax policy

With the view of attracting foreign investment beyond the extractive sector, Kazakhstan has also been offering generous tax incentives. While the merits of tax investment incentives will depend upon the specific objectives of the incentives, the type and mix of incentives provided and the design of the incentives, there is a danger that the benefits of such incentives are likely to be limited, and could contribute to a harmful ’race to the bottom’ among countries competing to attract investors (Chapter 4). This is especially the case where tax investment incentives have been introduced without a comprehensive assessment of their costs and benefits. Despite recent efforts aimed at some rationalisation, the current tax regime remains complex. Kazakhstan applies tax reliefs that vary depending on the type of investment, its location, or activity. Tax and non-tax incentives related to so-called special investment projects, priority investment projects or strategic investment projects also appear to be discretionary as investors, in order to be granted preferences, must enter into negotiations with the responsible state agency. In general, there has been inadequate analysis to assess the effectiveness of tax incentives. 

The recent decline in oil prices has highlighted the risks of excessively relying on tax incentives and the importance of broadening the tax base. While the authorities are working on a new tax code, the current context may be a good opportunity to reform Kazakhstan’s tax investment incentives system. Thus, eliminating some incentives, designed and introduced at a time of rising oil prices, could provide a relief to fiscal pressures. Kazakhstan’s authorities have recently announced their decision to eliminate wasteful tax incentives. Ensuring better consistency between sustainable growth objectives and the overall investment attraction agenda will be crucial in this context. The OECD has developed a number of tools which allow Adherents to the Declaration on International Investment and Multinational Enterprises and other interested countries to assist meeting the recommendations contained in the instrument on International Investment Incentives and Disincentives, including the Checklist for Foreign Direct Investment Incentive Policies. Enhanced engagement with the OECD Committee on Fiscal Affairs could also provide an opportunity to learn from international experience and strengthen the tax policy regime to support investment.

The quality of the tax administration could also be enhanced as it is central to investors’ perception of the stability and certainty of Kazakhstan’s tax regime and overall investment climate. Despite recent reforms, Kazakhstan’s tax officials continue to be seen by investors as sometimes operating in arbitrary ways. Effective guidance primarily directed at tax officials should be in place to deter inconsistent application of rules, enhance predictability, and eliminate rent-seeking opportunities for officials subject to limited accountability (Chapters 4 and 5). As related to responsible business conduct, tax governance and tax compliance should be treated as important elements of enterprise oversight and broader risk management systems and corporate governance (see Chapter 7).

Investment promotion and facilitation

Well-designed and implemented investment promotion and facilitation policies can help countries attract investment into most productive uses, supporting the objectives of economic diversification and private sector development. In recent years, Kazakhstan has implemented several reforms to reduce red-tape and administrative burdens placed on firms as well as to promote its image as an attractive business destination abroad. 

In the area of investment facilitation the focus has been primarily on administrative simplification and a removal of certain licensing requirements. About 30% of all licenses were removed since 2014, and certain procedures clarified or streamlined. These efforts were recognised by some international organisations. For example, at the end of 2016 the World Bank’s annual Doing Business index ranked Kazakhstan 35th out of 190 countries for 2017 – an improvement of 16 places since 2016 – and lauded the country’s efforts to remove bureaucratic barriers, streamline licensing procedures, and introduce legislation to facilitate and hasten new business formation in the country.

Most recently, under the instruction of the President of the Republic of Kazakhstan, the government established a One-Stop-Shop (OSS) for investors, assisting firms in obtaining necessary information, starting administrative procedures and obtaining permits. It currently has a form a physical facility administered by, and located, at the Investment Committee at the Ministry for Investments and Development with offices elsewhere in the country. Still, during the consultations with stakeholders undertaken in the course of this Review, it was established that the OSS is still relatively unknown by the businesses operating in Kazakhstan and embassies of top investing countries in the country. Further work could be undertaken to familiarise the business community with the OSS and obtain feedback. If the implementation of the OSS can truly allow better inter-governmental coordination and translate into reduced time and resources spent by firms in obtaining various licenses and permits, this innovation could facilitate establishment of new and expansion of existing projects in Kazakhstan. 

The primary focus of recent investment facilitation reforms on administrative simplification may, nevertheless, fail to address the true source of administrative burdens placed on firms, i.e. the quality, transparency and coherence of the domestic regulatory process. Indeed, in 2012, the OECD Investment Policy Review highlighted that the predictability, coherence, and quality of regulations and administrative procedures remained problematic in Kazakhstan. The changes to the country’s ranking on the World Bank’s Doing Business indicators do not necessarily reflect such aspects. Businesses consulted in the process of this Review highlighted that poor-quality regulations as well as their inconsistent interpretation and arbitrary application continue complicating business decisions and create a breeding ground for corruption (Chapter 5). Tax administration, environmental permits, obtaining visa and work permits for foreign staff as well as satisfying local content requirements by firms appear to be most burdensome areas. 

Improving the quality of regulatory processes can help ensure that overly stringent, contradictory or poorly-defined administrative procedures are less common, reducing the scope for arbitrary treatment. While the country implemented several reforms to improve the process of creating new regulations in recent years – notably by introducing the regulatory impact assessment (RIA) as an obligatory element of creating new legal acts – there is still scope for improving the transparency of the regulatory process, including through broadening and systematising the process of stakeholder consultations and performing advance impact assessment of adequate quality and frequency.

In the area of investment promotion, while the institutional set-up for investment promotion has been reformed, numerous institutions with overlapping functions and mandates are still involved in investment promotion in Kazakhstan. It would be beneficial that their roles and modes of co-operation are more clearly defined. This issue is linked to another lacuna – there is currently no investment promotion strategy in Kazakhstan that would clearly outline the government’s objectives and available tools. If accompanied by concrete actions plans for individual agencies and an adequate monitoring framework, such a strategy could help the government ensure that investment promotion activities are well-coordinated and achieve intended results. Finally, as mentioned above, the current system of fiscal incentives for investment in Kazakhstan lacks transparency, and could be reformed to reduce opportunities for corruption...
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