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Abstract. This article analyzes the project and investment participation of Chinese companies in
the oil and gas industry of Kazakhstan, with special attention paid to the development of economic
cooperation and energy dialogue between the Republic of Kazakhstan (RK) and the People’s Republic
of China (PRC). The risks, prospects for the development of the energy dialogue and its impact on
economic cooperation are identified. The article reflects the current state of oil and gas companies with
the participation of Chinese capital in the Republic of Kazakhstan, the prospects and risks of attracting
Chinese investment in the industry of the Republic of Kazakhstan are identified.

Mutual desire to maintain stability and geographical proximity have become prerequisites for close
strategic relations between the two countries. In conclusion, the result of the infusion of Chinese
investments into the economy of the Republic of Kazakhstan is noted, this is a contribution to GDP,
exports of goods, employment of the population. Chinese investments create jobs. Cooperation between
Chinese companies and partners of the Republic of Kazakhstan contributes to the introduction of new
technologies, knowledge and practices.
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Introduction. Relations between the Republic of Kazakhstan and the People’s Republic of China
began to form in a difficult period of history. The collapse of the Soviet Union and independence
in 1991 affected the economy of Kazakhstan, but the country began to restore it at the expense of
oil. Since the territory of the Republic of Kazakhstan is rich in hydrocarbon reserves, China and
Kazakhstan also have a common border with a length of 1782.75 km and 23 transboundary rivers [1],
China, due to the needs of its energy economy, has shown economic interest in energy cooperation
with the Republic of Kazakhstan. Cooperation began to manifest itself in the project and investment
activities of Chinese companies in the oil and gas industry of Kazakhstan and in strengthening the
positions of Chinese manufacturers in the country’s consumer markets.

Since the mid-1990s, the Chinese economy has started to develop intensively due to two factors:
This is the accession of Hong Kong, and the second factor is the entry of the People’s Republic of
China into the World Trade Organization. More than 70% of foreign direct investment is carried out
through Hong Kong and thanks to this, the economy is developing and has a positive impact on
the country. On the other hand, joining the World Trade Organization revealed new interests of the
People’s Republic of China. Tariffs and restrictions on trade with other countries were lowered, and
soon Chinese goods were being sold all over the world. The total volume of foreign exports reaches
$3.3 trillion, and the People’s Republic of China is also considered one of the largest exporters in
the world. Chinese investors seek global diversification and use market opportunities to strengthen
their business at home and abroad. Over the past ten years, more and more investors from the
People’s Republic of China have entered the international market, thanks to government support,
increased domestic demand and the growth of the middle class, in accordance with this, the country
is turning from the largest producer into the largest investor. Chinese investors are actively exploring
such sectors of the economy as telecommunications, oil and gas industry, media and technology,
infrastructure, real estate, finance, agribusiness and healthcare.
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Important attractive advantages for investment directions in the Republic of Kazakhstan are
macroeconomic stability and a relatively cheap, numerous workforce. The factors influencing
investments are political stability, a favorable exchange rate, low tax rates and a convenient cost of
investment.

In the Republic of Kazakhstan, not only Chinese investors, but also other investors are provided
with a full range of project support services, as well as monitoring in the post-investment period,
which allows them to work clearly with each investor and project at all levels. And how will the
economy of the Republic of Kazakhstan develop with the help of investment? The economy will
receive tax revenues from oil and gas, GDP growth, oil and gas exports, employment in the energy
sector, infrastructure of oil fields.

This topic is relevant in three aspects and in the prospects of bilateral Kazakh-Chinese
cooperation in the economy and in the energy sector.

First, energy cooperation — it is the need of both sides to diversify both export supplies and the
receipt of energy resources.

Secondly, a good, favorable investment environment has been created for Chinese investors in
the territories of the Republic of Kazakhstan.

Thirdly, various visits of the Heads of State of the Republic of Kazakhstan and the People’s
Republic of China, joint agreements between them, such as Agreement on Cooperation in the field
of Oil and Gas and General Agreement between the Ministry of Energy and Mineral Resources on
field development projects in Kazakhstan and the construction of an oil pipeline from Kazakhstan to
China, which was signed on September 24, 1997 [2]. The People’s Republic of China and the Republic
of Kazakhstan signed the Intergovernmental Treaty on Good Neighborliness, Friendship and
Cooperation between the Republic of Kazakhstan and the People’s Republic of China (23.12.2003),
Framework Agreement between the Republic of Kazakhstan and the People’s Republic of China.
Agreement between the Government of the Republic of Kazakhstan and the Government of the
People’s Republic of China on the development of comprehensive cooperation in the field of oil and
gas (2004), Agreement between the Government of the Republic of Kazakhstan and the Government
of the People’s Republic of China on Customs Control of Energy Resources Transported Across
the Kazakh-Chinese State Border by Pipeline Transport (2006) [3]. In 2013, as part of the formation
and promotion of a new model of international cooperation based on the ancient Silk Road, China
launched the One Belt and One Road initiative. The initiative puts forward new mechanisms of
regional economic cooperation, stimulates the economic prosperity of countries [4]. Among the first
countries was the Republic of Kazakhstan, which supported the initiative of the PRC.

Research methods. To conduct this research, the method of content analysis, historical-
chronological economic-mathematical, socio-analytical, statistical methods were used. The
historical-chronological method was used for the chronology of Sino-Kazakh relations, the
economic-mathematical method was used to substantiate the data on the extraction and export of
raw materials, the socio-analytical method was used to identify the weaknesses and strengths of
cooperation. Data from the official websites of Chinese and Kazakh companies were interpeted and
analyzed using the statistical method. The work uses collections of scientific papers, state statistics
and Internet resources, legislative acts of countries, media texts, agreements and contracts.

Results. More than 200 hydrocarbon deposits which consist of oil and gas have been discovered
on the territory of Kazakhstan. Kashagan, Tengiz, Karachaganak, Uzen, Kalamkas and Zhetybai are
large oil and gas fields. The total volume of reserves is estimated at 11-12 billion tons. 70% of these
resources are concentrated in the western regions of Kazakhstan [5]. With a total length of 8301
km, the oil transportation infrastructure of the Republic of Kazakhstan is represented: the Caspian
Pipeline Consortium (1510 km), Atyrau — Samara (1232 km), Atasu-Alashankou (Kazakhstan-China)
(963 km), Kenkiyak-Kumkol (794 km) [6]. Bukhara-Ural, Beineu-Bozoi-Shymkent, Kazakhstan-
China, Turkmenistan-China, Central Asia-Center, Caspian gas pipeline, Saryarka are 7 gas pipelines
of the gas transportation infrastructure of the Republic of Kazakhstan.

China National Petroleum Corporation (CNPC), which debuts oil supplies to China, buys 60% of
the shares of JSC Aktobemunaygas on June 4, 1997. In historical retrospect, this was the first project
between the two countries, the optimal level of CNPC technologies, ahead of other competitors,
allowed to become the main investor. In addition, the second large Chinese CITIC is also actively
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involved in the extraction of raw materials in Kazakhstan. The (Figure 1) shows the shares of these
and also small Chinese companies in oil fields and in oil companies in Kazakhstan.

120

1008
B4

4%

' r:
ﬁf O AT o O o i&ﬁ l
ﬁ" o e "-T.‘.:'h '
‘qh "QPI. #‘I +?"'_-?{~ ":;" > ﬁ{ﬁ

Figure 1 - Shares of Chinese investors in Kazakh oil and gas companies

Note — compiled by the author on the basis of the source [7].

Chinese investors are actively engaged in oil fields in Mangistau, Aktobe and Kyzylorda regions
of the Republic of Kazakhstan. Over 25 years, Chinese investors have invested more than $42 billion

in the development of Kazakhstan's oil and gas complex. Another $50 billion was paid to the budget
in the form of taxes [8]. To identify a complete positive result from Chinese investments in the Kazakh
economy (Table 1), four large joint oil and gas companies of Kazakhstan were investigated as an object,
such as Aktobemunaygas, Mangistaumunaygas, the Kazakh-Chinese Pipeline Company, the Asian

Gas Pipeline Company.
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Table 1 - Joint oil and gas companies

Joint oil and gas companies

oil pipelines with
a total length of
2,800 kilometers
and a capacity of 20
million tons of oil
per year.

Company Before investment Investment Investment results
status
Aktobemunaygas Undeveloped | Purchase of the | Increasing the volume of hydrocarbon
infrastructure, | latest  equipment | production due to the comprehensive
poor quality | conforming to | involvement of scientific research. Over
of equipment, | international | 25 years, the company has produced
unpaid salaries | stand ards, | more than 150 million tons of oil and
to employees, tax | the amount of | about 90 billion cubic meters of gas.
debts. investments in the | The amount of taxes paid exceeded $12
Aktobe project | billion. adaptation of modern market
exceeded $ 10.5 | management systems, introduction
billion, cardinal | of international practice of internal
technical re- | management control; participation
equipment in government programs of energy
independence.
Mangistaumunaigas | Development of 15 | Introduction of new | Provides more than a third of all oil
licensed fields technologies production in the region and about
8% in the republic, consistently ranks
among the top three in the ranking of the
largest taxpayers in Kazakhstan. In 2021,
the company transferred 300 billion
tenge to the budget. Development of the
international market
for crude oil and petroleum products.
6,390,480 tons of oil were produced.
Kazakh-Chinese | Manages the | The cost of | The passage of 20 million tons of oil per
Pipeline Company Kenkiyak-Kumkol | investments in the | year. In 2019, 5 million 580 thousand
and Atasu- | project is more than | tons of oil were transported via the
Alashankou trunk | $1.5 billion. Kenkiyak—Kumkol oil pipeline. In

2019, 10 million 840 thousand tons of oil
were transported through the Atasu —
Alashankou oil pipeline.

Asian Gas Pipeline
Company

Kazakhstan—China

main gas pipeline

with a length of

1,310 kilometers

and a capacity of 55

billion cubic meters
er year.

The volume of
investments
amounted to 6.5
billion US dollars.

The Asian gas pipeline turned out to be
the largest taxpayer, taking 6th place
among taxpayers, having paid 104.7
billion tenge to the Treasury of the
Republic of Kazakhstan. Provision of
gas supplies to the southern regions of
the Republic of Kazakhstan.

Note — compiled by the author based on company data.

Thanks to joint ventures in Kazakhstan, the country began to earn money on the transportation
and transit of hydrocarbons, the pipeline system allows pumping oil from western regions to the south
and north, providing gas to residents of remote villages, as well as sending raw materials for export,
increased oil and gas production, improved infrastructure.

Crude oil and natural gas production accounts for almost 45% of the entire industry. The share of
crude oil and gas exports in the country’s total exports is 67% [9].

China is among the top ten investors (Figure 2) in terms of foreign direct investment (FDI) in
Kazakhstan after the Netherlands, the USA and Switzerland. Since 2015, China’s investment flows to
Kazakhstan have been showing positive dynamics — the average annual increase is 22%. And by types
of economic activity, the largest volume is concentrated in the areas of transport and storage, mining,
manufacturing and construction.
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Figure 2 — Static data in investing between China and Kazakhstan
Note — compiled by the author on the basis of the source [10].

In 2022, Kazakhstan’s trade turnover with China amounted to $24.1 billion, which is 34.1% more
than a year earlier [11]. Exports from Kazakhstan increased by 34.7% over the year (Table 2) and
amounted to $13.2 billion. The share of Kazakhstan’'s exports to China accounted for a significant
15.6% of the total turnover of the country. Imports from China to Kazakhstan increased by 33.5% over
the year, to $ 11 billion. China’s share in the structure of Kazakhstan’s imports amounted to 21.9%.
Among the key categories of Kazakhstan’s exports to China, crude oil and petroleum products are in
the first place: 4.1 billion dollars — 2.2 times more than a year earlier. This is followed by refined copper
and copper alloys ($2.3 billion), as well as natural gas ($1.2 billion). Exports are carried out through
those oil and gas pipelines that are invested by Chinese investors.

Table 2 — Trade turnover of Kazakhstan and China from January to December 2022/USD billion

Trade turnover of Kazakhstan and China from January to December 2022/USD billion
2022/12 2021/12 Growth for the year Share in the
structure of
trade turnover of
the Republic of
Kazakhstan
Total 24.1 18.0 34.1% 18.0%
Export 13.2 9.8 34.7% 15.6%
Import 11.0 8.2 33.5% 21.9%
Note — compiled by the author on the basis of National statistics data [12].
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Discussion. The oil and gas industry of the Republic of Kazakhstan is a mining sector, and it
is also one of the important sectors in the economic development of the republic. CNPC and CITIC
are actively involved in Kazakhstan in almost the entire chain of the oil and gas industry. Although
financial and economic indicators show good results, the social responsibility of joint oil and gas
companies is experiencing fierce debate and resistance about the expansion of the participation of
Chinese capital in the economy among the population. However, this resistance serves as a risk for
both Chinese investors and Kazakhstan, because the number of foreign workers increases with the
growth of investments, and for Chinese investors, various resistances in the form of strikes, debates
will affect their work activities in the country’s region. To overcome anti-Chinese sentiment, Chinese
investors are increasing their economic contribution to the development of the region where they carry
out their activities. For a complete overview of the social activities of joint oil and gas companies, data
from a large joint project of JSC CNPC-Aktobemunaygas were analyzed as an object.

The Joint-stock company carries out its activities in the Aktobe region of the Republic of
Kazakhstan and is considered the flagship of the economy, the leading economic entity and a
recognized source of budget revenue. The activity of JSC CNPC-Aktobemunaygas in the social sphere
consists of two components: this is the fulfillment of the conditions of the annual Memorandum of
Mutual Cooperation between Akimat of Aktobe region and JSC CNPC-Aktobemunaygas and events
outside the Memorandum, which are purposefully carried out by the company itself.

CNPC-Aktobemunaygas pays great attention to large-scale support of socially significant
projects in the region and the country. For example, at the beginning of 2022, the shareholders and
management of CNPC-Aktobemunaygas JSC held partnership talks with the National Olympic
Committee represented by the Table Tennis Federation of Kazakhstan on the possibility of acquiring
the status of an official sponsor for both the Federation and the National Olympic Table Tennis Team
of Kazakhstan. In Aktobe region, on the Day of Remembrance of Victims of Political Repression (May
31, 2022), a commemorative event was held at the Tuye Tobe memorial - the burial place of innocently
shot citizens. On behalf of the Joint-Stock Company CNPC-Aktobemunaygas, Deputy General Director
A.Zh.Ahmet laid a ritual basket of flowers at the Tuye Tobe memorial.

In 2001, CNPC-Aktobemunaygas JSC donated an 80-apartment residential building in Aktobe to
the veterans of the Great Patriotic War. This object was a construction site on the balance sheet of the
company, and the management of the JSC decided to hold a very important social action. In 2006, at
the expense of CNPC-Aktobemunaygas in the amount of 159 million tenge, the repair of the highway
leading from the airport to the city zone of Aktobe was carried out. In order to maintain the creative
activity of students, JSC CNPC-Aktobemunaygas in 2006, at its own Neftyanik Recreation Center
located in a picturesque place in the suburbs of Aktobe, organized together with Youth Maslikhat, a
republican student debate tournament dedicated to the development of the fuel and energy complex,
the energy complex of Kazakhstan. In June 2014, the Company provided equity financing in the
amount of 5.5 million tenge in the events of the republican training “Zhas Geologist,” where children
and students learned the art of scientific thinking. Annually, the Company undertakes to finance
media subscriptions for veterans and disabled people of Aktobe region, allocating up to two million
tenge per year for these purposes. In 2013-2017, the company sent 32.2 million tenge to bank accounts
in Zhilstroysberbank as equity financing for the purchase of housing for children-graduates of
orphanages. In 2020, the Company allocated 100.0 million tenge to finance the modernization of urban
infrastructure in the city of Semey, which was carried out as part of the state program to celebrate the
100th anniversary of Abai.

In 2020, the whole world, including China, Kazakhstan, was struggling with the COVID-19
pandemic, according to the company, CNPC-Aktobemunaygas allocated $15 billion for the purchase
of medicines, protective clothing and medical equipment. In the same year, CNPC-Aktobemunaygas
JSC provided the regional health department of Semey with significant assistance in combating the
spread of the COVID-19 pandemic.

CNPC claims that 97 percent of its workforce is made up of Kazakhstanis, definitely 30 thousand
Kazakhstani workers. Foreign employees working in the company make up no more than 2% of the
total, and they work in managerial positions. Investigating the issue of labor resources, it should be
noted that in JSC CNPC-Aktobemunaygas, in accordance with the adopted provisions, non-working
pensioners are paid financial assistance. The status of mothers with many children, large families is
highly valued in the Republic of Kazakhstan, the joint-stock company provides financial assistance
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to large families with disabled children, large families. In accordance with all payments, monetary
assistance is paid for funeral arrangements. JSC CNPC-Aktobemunaygas allocates a special award
if employees have an anniversary. Various cultural and sports events, corporate parties, children’s
matinees are held in the divisions [13]. Such events will help to maintain a balance between work and
family, and will also have a good effect for the further self-development of the employee and the team.

One of the main aspects of the country’s good economic condition is the employment of the country’s
population. Referring to the above information, it is worth noting that CNPC-Aktobemunaygas
contributes to solving the issue of employment of the population. CNPC-Aktobemunaygas opened
an International Community of the Kazakh Language for employees, 13 employees were chosen as
guides for the team. This step of the company is assessed as a great contribution to the development
and formation of the state Kazakh language.

Conclusion. Working all over the world, CNPC strictly adheres to the principles of social
responsibility of business. Over the years of its activity in Kazakhstan, the corporation has transferred
$410 million to charitable and social projects [14].

CNPC-Aktobemunaygas actively stimulates the sphere of science, culture, sports and supports
talented Kazakhstani youth, provides grants for training. In a difficult moment, during the coronavirus
pandemic, CNPC did not stand aside and purchased medicines and medical equipment for the regions
of Kazakhstan.

CNPC-Aktobemunaygas, Mangistaumunaygas and PetroKazakhstan supply 70% of their
products to the Kazakhstan market at domestic prices. The Asian gas pipeline and the Kazakh-Chinese
oil pipeline made it possible to diversify oil and gas supplies, provided the country’s regions with
hydrocarbons and exported raw materials.

The Corporation plays an important role in the development of multilateral cooperation between
the two states and makes a significant contribution to the production and processing of hydrocarbons
in Kazakhstan.

Energy cooperation in the bilateral cooperation of the People’s Republic of China with the Republic
of Kazakhstan has a high privilege, since oil and gas production is considered one of the important
factors for the growth of the economies of the Republic of Kazakhstan, and for China — timely supply
of resources.

Investments transform the economy through innovation, increase productivity and create high-
paying jobs. Cooperation between foreign and domestic companies contributes to the promotion
of new technologies, knowledge and experience. Domestic companies receive foreign technologies,
management experience through control, and also hire employees who have worked in foreign
companies. By using such methods, they weaken the development of foreign companies.

Kazakhstan has carried out large-scale reforms that improve the overall investment climate in the
region. In 1991, after gaining independence, Kazakhstan began to develop the economy effectively and
in different ways and developed unevenly.

The main objective of the investment policy of the People’s Republic of China is to provide the
People’s Republic of China with the resources necessary to strengthen its own economy and maintain
its growth. The significance of investments for the countries in which they are invested lies in the fact
that countries that are not in the best economic shape receive new railways, ports, power plants, etc.
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Xanp Hait Yao, A.A.AazambGekoBa
OA-Dapabu amoindazor Kazax yammuix yrueepcumemi,Aamamol, Kasaxcman

Kasakcran meH KbITall 95KOHOMIMKaabIK MYHal-Ta3 bBIHTBIMAaKTAaCTHIFBI KOHTEKCTiHAe

Angatna. bya makazaga KpITallablK KOMIaHUsAapablH KasakcraHHBIH MyHali-ra3 caaacbiHa
>KODaAbIK >KoHe MHBECTUIIVIABIK KaTLICYBI TadjaHaAbl, Oya perre Kasakcran Pecriybamkacer (KP)
men Kprtarn Xaawik Pecrybamkacer (KXP) apacbiHzarbl 9KOHOMMKAABIK BIHTBIMAKTACTHIK II€H
DHEpPreTUKaAblK AMAaAOIThI AaMBITyFa epekllle Hazap aydapbldadbl. DHEPreTUKaaAblK ANaAOIThI
AAMBITYABIH TayeKeaAepi, IlepCclieKTrBaAaphl KoHe OHBbIH SKOHOMMKAABIK BIHTBIMAKTacCTBIKKA acepi
ankpiHAaaabl. Makaaaaa KP-garer KpiTaii KannTaabIHBIH KaThICYbIMEH MYHali-Ta3 KOMITaHMAapbIHBIH
aFpIMJaFbl >Karaiiel KepcertiareH, Kasakcran Pecriybankaceiabsiy caaaceiia KeiTar mHBeCTUIINSIAQPBIH
TapTyAbIH IIepClIeKTUBalapbl MEH ToyeKeAAepi aHbIKTaAraH.

TypakThIABIK TIeH reorpapusAABIK >KaKbBIHABIKTBI CaKTayFa JereH e3apa YMTBIABIC €Ki ea
apachIHAAFBl THIFBI3 CTPaTeTMAABIK KaTBIHACTApABIH aAFbIIapTel 0044l KopbIThIHABLAANL Keae,
KbITall MHBeCTNIMAAapbIHbH KP ®KoHOMIKachiHa KYIBLAYBIHBIH HOTVKeCi aTan eTiaeai, oya JKIO-
re, TayapAap4blH SKCIOPTBIHA, XaAbIKTBIH >KYMBICIIEH KaMTbIAyblHa KOCKaH yaeci. KpITanabix
VlaBectnnusaap >KYMBIC OpBIHAApPBIH amaasl. Kpitaiablk xommanusaap MeH KP o cepikrecrepi
apachIHAAFBI BIHTBIMAKTaCTHIK JKaHa TeXHOAOTMIAapAbl, 614iM MeH IIpaKTUKaHbI €HTi3yTe BIKIIal eTeAi.

Tynin cesaep: Kasakcran, KpeiTali, SKOHOMNKa, DHepreTMKa, MYHali-Ta3 IIpOeKTiaepi,
BIHTBIMAKTaCThIK, IIePCIIeKTUBaAap.
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Han Nai Chao, A.A. Adambekova

Xanp Ham Yao, A.A.AaambOekoBa
Kasaxcxuii nayuonarvrotii yrusepcumem umenu aro-Papadu, Aamamor, Kasaxcman

Kasaxcran n Kuraii B KOHTeKCTe 9KOHOMIYIECKOIro HeTerasoBoro COTpyAHn4IecTsa

Annoranusa. B aaHHOI cTaTbe aHAaAM3UPYETCA IIPOEKTHOE I MHBECTUIMIOHHOE ydacTue
KUTaCKMX KOMIIaHui1 B Heprerazopoit orpacau Kasaxcrana, mpu 9ToM ocoboe BHUMaHUe yAeAseTcs
Pa3BUTUIO HKOHOMMYECKOTO COTPYAHMYECTBA M DHEPIeTndecKoro agmadora mexay PecrmyGamxorit
Kasaxcran (PK) u Kuraiickoit Hapognoit Peciiy6ankoit (KHP). Onpeaeaensl pucki, mepcreKTUBbL
Pa3BUTHS DHEPTETUYECKOTO A1aA0Ta ¥ ero BAVSHIE Ha YKOHOMMYECKOe COTPpyAHMYecTBO. B crarne
OTpa’keHO TeKylIllee COCTOsIHMEe He(TerasoBbIX KOMIIaHMII C ydyacTueM KuTaickoro kanmuraaa s PK,
BBIABAEHBI IIEPCIEKTUBbI M PUCKM IPUBAEUEHNS] KUTAICKUX MHBECTULIMI B oTpacab PecrryOamku
Kasaxcran.

Bsaumnoe crpemaenme mnoggepKmsaTh CTaOMABHOCTh M reorpadpuueckas 0AM30CTL CTaau
IIPeAIIOCBLAKAMM AAsI TeCHBIX CTPATeIMYeCcKNX OTHOILICHUI MeXAY AByMs CTpaHaMM. B 3akaiouenue
OTMeYaeTcsl pe3yAbTaT BAMBAHM KUTAICKIX MHBECTULIMI B 3KOHOMUKY PK, 910 BK4aa B BBII, sxcriopr
TOBapPOB, 3aHATOCTL HacedeHns. Kuraiickue nHBecTUIIMN CO34a10T paboune mecra. COTpyAHIMYECTBO
MeXAy KUTaiicKumMu KomnanusMu u naptaepamu PK criocoberByer BHeApeHIIO HOBBIX TeXHOAOTHIA,
SHAHUI U ITPAKTUK.

Kaiouesbre caosa: Kasaxcran, Kuraii, sKoHOMIKa, DHepreTmka, He{Terasosple IIPOEKTHI,
COTPYAHMYECTBO, IePCIIeKTHBEL
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