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Abstract. Relevance of the study is determined by the strategic importance of 
enhancing Kazakhstan’s investment attractiveness and increasing foreign direct 
investment (FDI) inflows into the real sector. Over the period 2000–2024, the 
country’s investment climate has undergone significant transformation under the 
influence of external shocks, institutional reforms, and shifting development priorities, 
necessitating comprehensive analytical assessment. The purpose of the study is to 
analyze the evolution of Kazakhstan’s investment climate and assess its impact on 
FDI inflows into the real sector from institutional, macroeconomic, and structural 
perspectives. Research methods include comparative and economic-statistical 
analysis based on data from the National Bank of the Republic of Kazakhstan, the 
Bureau of National Statistics, UNCTAD, the World Bank, and the OECD, as well as 
econometric techniques such as OLS regression, the ARDL model, and cointegration 
analysis. Research results indicate a gradual decline in the share of the extractive 
sector in the FDI structure, accompanied by increasing investment in manufacturing, 
logistics, the financial sector, the agro-industrial complex, and the IT industry. 
Kazakhstan has strengthened its position as a regional industrial and transit hub by 
attracting capital from the Netherlands, the United States, Switzerland, China, and 



522

SCIENTIFIC JOURNAL OF PEDAGOGY AND ECONOMICS

Turkey. The findings also confirm that macroeconomic stability, institutional quality, 
and economic openness are key determinants of FDI inflows, whereas resource 
dependence negatively affects long-term investment growth. Practical significance 
lies in applying the results to improve investment policy, develop diversification 
strategies, and support sustainable foreign capital inflows into the real sector.

Keywords: investment climate, FDI, institutions, econometrics, KICI, Kazakhstan
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Аннотация.  Зерттеудің өзектілігі Қазақстан экономикасының 
инвестициялық тартымдылығын арттыру және нақты секторға тікелей шетелдік 
инвестициялар (ТШИ) тарту мәселелерінің стратегиялық маңыздылығымен 
айқындалады. 2000–2024 жылдар аралығында елдің инвестициялық климаты 
сыртқы күйзелістер, институционалдық реформалар және жаңа экономикалық 
басымдықтар жағдайында айтарлықтай эволюциядан өтті, бұл оның жүйелі 
талдауын талап етеді. Зерттеудің мақсаты – Қазақстанның инвестициялық 
климатының даму динамикасын талдау және оның нақты секторға ТШИ 
ағынына ықпалын институционалдық, макроэкономикалық және құрылымдық 
факторлар тұрғысынан бағалау. Зерттеу әдістері ретінде Қазақстан 
Республикасы Ұлттық банкінің, Ұлттық статистика бюросының, UNCTAD, 
Дүниежүзілік банк және OECD деректеріне негізделген салыстырмалы-
талдамалық тәсіл, сондай-ақ эконометрикалық әдістер – OLS-регрессиясы, 
ARDL-моделі және коинтеграциялық талдау қолданылды. Зерттеу 
нәтижелері ТШИ құрылымында шикізаттық сектордың үлесінің біртіндеп 
төмендеп, өңдеуші өнеркәсіпке, логистикаға, қаржы секторына, агроөнеркәсіп 
кешеніне және IT индустриясына бағытталған инвестициялардың артқанын 
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көрсетті. Қазақстанның Нидерланд, АҚШ, Швейцария, Қытай және Түркия 
сияқты елдерден капитал тарта отырып, өңірлік индустриялық және транзиттік 
хаб ретіндегі позициясын нығайтып келе жатқаны анықталды. Сонымен қатар, 
макроэкономикалық тұрақтылық, институттардың сапасы және экономиканың 
ашықтық деңгейі ТШИ тартудың негізгі факторлары екені, ал шикізаттық 
тәуелділік ұзақ мерзімді инвестициялық өсімге теріс әсер ететіні дәлелденді. 
Зерттеудің практикалық маңызы алынған нәтижелерді инвестициялық 
саясатты жетілдіруде, экономиканы әртараптандыру стратегияларын әзірлеуде 
және нақты секторға шетелдік капиталдың тұрақты ағынын қамтамасыз етуге 
бағытталған басқарушылық шешімдер қабылдауда пайдалану мүмкіндігімен 
айқындалады.

Түйін сөздер: инвестициялық климат, ТШИ, институционалдық факторлар, 
эконометрика, KICI, Қазақстан
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Аннотация. Актуальность исследования обусловлена стратегической 
значимостью повышения инвестиционной привлекательности экономики 
Казахстана и увеличения притока прямых иностранных инвестиций (ПИИ) 
в реальный сектор. В период 2000–2024 гг. инвестиционный климат страны 
претерпел существенные изменения под воздействием внешнеэкономических 
шоков, институциональных реформ и трансформации приоритетов 
развития, что обуславливает необходимость его комплексного анализа. Цель 
исследования заключается в анализе эволюции инвестиционного климата 
Казахстана и оценке его влияния на приток ПИИ в реальный сектор с учетом 
институциональных, макроэкономических и структурных факторов. Методы 
исследования включают сравнительный и экономико-статистический анализ 
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на основе данных Национального банка Республики Казахстан, Бюро 
национальной статистики, UNCTAD, Всемирного банка и OECD, а также 
применение эконометрических методов: OLS-регрессии, ARDL-модели и 
коинтеграционного анализа. Результаты исследования свидетельствуют 
о постепенном снижении доли сырьевого сектора в структуре ПИИ и 
одновременном росте инвестиций в обрабатывающую промышленность, 
логистику, финансовый сектор, агропромышленный комплекс и IT-индустрию. 
Установлено, что Казахстан, привлекая капитал из Нидерландов, США, 
Швейцарии, Китая и Турции, укрепляет свои позиции в качестве регионального 
индустриального и транзитного хаба. Кроме того, подтверждено, что 
макроэкономическая стабильность, качество институтов и уровень открытости 
экономики являются ключевыми факторами привлечения ПИИ, тогда как 
сырьевая зависимость оказывает негативное влияние на долгосрочный 
инвестиционный рост. Практическая значимость исследования заключается в 
возможности использования полученных результатов при совершенствовании 
инвестиционной политики, разработке стратегий диверсификации экономики и 
принятии управленческих решений, направленных на обеспечение устойчивого 
притока иностранного капитала в реальный сектор.

Ключевые слова: инвестиционный климат, ПИИ, институциональные 
факторы, эконометрический анализ, KICI, Казахстан

Introduction. The investment climate is a decisive factor in economic growth, 
production modernization, and private sector development, particularly in 
developing and resource-dependent economies (World Bank, 2023; OECD, 2022). 
For Kazakhstan, which positions itself as a regional investment hub in Central Asia, a 
stable inflow of foreign capital remains a critical condition for ensuring technological 
upgrading, productivity growth, and integration into global value chains (UNCTAD, 
2023).

Since gaining independence, Kazakhstan has undergone several stages in the 
formation of its investment climate-from institutional building and attracting capital 
to the oil and gas sector in the 1990s to implementing reforms aimed at economic 
diversification, improving the business environment, and strengthening mechanisms 
of state support for investors in the 2010s and 2020s. However, despite progress in 
the regulatory and institutional spheres, the structure of FDI remains imbalanced: 
approximately 55–65% of total inflows consistently accrue to the extractive 
sector, while the real sector-manufacturing, agribusiness, transport, and industrial 
infrastructure-attracts significantly lower volumes of investment (National Bank of 
Kazakhstan, 2024).

Contemporary research highlights that, in addition to macroeconomic stability, 
the key determinant of investment attractiveness is institutional quality-including 
protection of property rights, regulatory transparency, efficiency of the judicial system, 
policy predictability, and corruption levels (North, 1990; Acemoglu & Robinson, 
2012; Kaufmann et al., 2021). For Kazakhstan, institutional transformation remains 
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incomplete, which constrains the scale of FDI inflows outside the oil and gas sector 
(OECD, 2020; IMF, 2023). The relevance of this study is amplified by global shifts-
geoeconomic instability, supply chain restructuring, and increasing investor interest 
in ESG agendas and “green” investment. Under these conditions, Kazakhstan faces 
the necessity to adapt its investment strategy, modernize regulatory frameworks, and 
strengthen institutional mechanisms for channeling capital into the real sector.

The aim of the study is to conduct an institutional and macroeconomic analysis 
of the evolution of Kazakhstan’s investment climate and to assess its impact on the 
dynamics of foreign capital inflows into the real sector of the economy.

Literature Review. In the academic literature, the investment climate is 
traditionally viewed as a key determinant of sustainable economic growth and a 
major factor influencing the attraction of foreign capital into the real sector. Classical 
works in institutional economics emphasize that institutional quality is a fundamental 
element ensuring predictability, protection of property rights, and the reduction of 
transaction costs (North, 1990; Acemoglu & Robinson, 2012). These principles 
form the basis for analyzing Kazakhstan’s investment climate, where institutional 
transformation remains a critical determinant of foreign direct investment (FDI) 
inflows.

International studies underline that the investment climate is a multidimensional 
phenomenon encompassing macroeconomic stability, regulatory quality, governance 
efficiency, economic openness, and the level of infrastructure development (World 
Bank, 2020; OECD, 2022). Most empirical evidence shows that FDI inflows 
positively correlate with stable macroeconomic policies, low political risks, and 
effective regulatory institutions (Kaufmann et al., 2021; Busse & Hefeker, 2007).

A significant body of literature examines the relationship between institutional 
quality and the structure of FDI. Research by Globerman and Shapiro (2002), Alfaro 
(2003), and UNCTAD (2023) demonstrates that institutional resilience determines 
the type of foreign capital-whether it flows into extractive industries, manufacturing, 
or high-tech sectors. For resource-rich economies, a structural bias of FDI toward 
extractive activities is common, which limits their multiplier effects (Corden & 
Neary, 1982; Auty, 2001). In this context, Kazakhstan is a typical example of a 
country where the dominance of the oil and gas sector shapes the overall investment 
profile.

Modern studies also highlight the importance of macroeconomic fundamentals. 
Economic growth rates, inflation levels, currency stability, and infrastructure 
availability have a direct influence on investment decisions (Chakrabarti, 2001; 
Kose et al., 2021). Froot and Stein (1991) note that exchange rate volatility may 
intensify speculative investor behavior while lowering the likelihood of long-term 
real-sector investments. These findings are consistent with evidence from Central 
Asian economies, where macroeconomic instability often reduces overall investment 
attractiveness (Pomfret, 2019).

Research focused specifically on Kazakhstan indicates heterogeneity in 
institutional reforms and gradual improvement in the business environment. Studies 
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by the OECD (2020), World Bank (2023), and Pomfret (2019) show that Kazakhstan 
has made significant progress in establishing a regulatory framework for FDI-from 
economic liberalization in the 1990s to the creation of special economic zones and a 
system of investment preferences. However, structural challenges-high dependence 
on the extractive sector, an unstable judiciary, and administrative barriers-continue to 
limit the diversification of FDI (Kalyuzhnova & Nygaard, 2021; Kazantsev, 2020).

Academic research also emphasizes the limited impact of FDI on real-sector 
modernization. Studies by Alfaro (2003) and Borensztein et al. (1998) demonstrate 
that technology transfer and productivity growth occur primarily when strong 
institutions and human capital are present. For Kazakhstan, this is consistent with 
findings by Mukhamediyev (2022), who highlights the weak penetration of FDI into 
high-tech industries and limited participation of foreign investors in value chains.

New research directions highlight the growing importance of ESG factors, 
climate policy, and digitalization for investment attractiveness. According to OECD 
(2023) and UNCTAD (2023), investors increasingly favor economies that adhere to 
sustainable development standards, demonstrate corporate governance transparency, 
and maintain advanced digital infrastructures. These trends are gradually becoming 
relevant for Kazakhstan, as evidenced in studies by Iskakova (2022) and regional 
ADB assessments (ADB, 2023).

Summarizing the existing literature, several key trends emerge:
1.	 Institutional factors are central to the investment climate and determine both 

the structure and quality of FDI inflows.
2.	 Kazakhstan’s resource-dependent economic model contributes to the high 

concentration of FDI in the oil and gas sector, limiting manufacturing growth.
3.	 Macroeconomic indicators and stabilization policy play an important role in 

attracting long-term investment.
4.	 The shift toward sustainable and digital development is shaping new 

requirements for national investment attractiveness.
5.	 Structural constraints-institutional weaknesses, low technological capacity, 

insufficient diversification-continue to hinder full transformation of Kazakhstan’s 
investment climate.

Thus, the literature review demonstrates that the evolution of Kazakhstan’s 
investment climate is a complex and multifaceted process in which improvements in 
macroeconomic and regulatory conditions coexist with persistent structural barriers. 
This highlights the need for deeper institutional and macroeconomic analysis and 
for developing models that explain the relationship between investment climate 
characteristics and FDI dynamics in the real sector.

Materials and Methods. The methodological framework of the study is based on 
institutional, macroeconomic, and econometric approaches, which together ensure a 
comprehensive assessment of the evolution of Kazakhstan’s investment climate and 
its impact on the inflow of foreign capital into the real sector of the economy. The 
combination of quantitative and qualitative methods allows for a holistic analysis, 
accurate interpretation of empirical results, and validation of the study’s findings.
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The empirical base covers the period from 2000 to 2024 and includes official data 
from the Bureau of National Statistics of the Republic of Kazakhstan, the National 
Bank of Kazakhstan, UNCTAD Investment Report, World Bank databases (WDI, 
WGI), OECD Investment Policy Reviews, as well as analytical materials from the 
IMF, EBRD, ADB, and national regulatory documents that define the country’s 
investment policy strategy. The use of international statistical sources ensures cross-
country comparability and enables a correct interpretation of global FDI trends.

Within the institutional analysis, the study evaluates the quality of public institutions 
influencing foreign investor behavior, including government effectiveness, property 
rights protection, regulatory quality, independence of the judiciary, and corruption 
risks. The methodological basis relies on the works of North (1990), Acemoglu and 
Robinson (2012), and contemporary studies in institutional economics.

Macroeconomic analysis is applied to assess the influence of economic stability 
on the national investment climate. Key variables examined include GDP growth 
rates, inflation, exchange rate dynamics, interest rates, external trade structure, and 
infrastructure development. The approach draws on the findings of Chakrabarti 
(2001), Busse and Hefeker (2007), and Kose et al. (2021), who emphasize the 
importance of macroeconomic stability for attracting FDI.

To quantify the impact of investment climate characteristics on foreign direct 
investment flows, econometric methods were employed, including time-series and 
panel data models. The basic regression model is specified as follows:

FDIₜ = α + β₁Instₜ + β₂Macroₜ + β₃Openₜ + β₄Resₜ + εₜ,

Where FDI refers to foreign direct investment inflows into the real sector; Inst 
represents institutional indicators (regulatory quality, rule of law, corruption); Macro 
denotes macroeconomic factors (inflation, GDP growth, exchange-rate fluctuations); 
Open reflects the degree of economic openness; and Res captures the extent of 
dependence on the resource sector. The study employed OLS estimations with 
corrections for autocorrelation and heteroskedasticity, ARDL modeling to assess 
short-term and long-term effects, the Johansen cointegration test to identify stable 
long-run relationships, and a Vector Error Correction Model (VECM) to analyze 
dynamic shock adjustments. Stationarity of the variables was verified using the ADF 
and PP tests.

To evaluate the dynamics of the investment climate, a composite Kazakhstan 
Investment Climate Index (KICI) was constructed, consisting of three sub-indices: the 
Institutional Sub-Index (regulatory quality, rule of law, government effectiveness), 
the Macroeconomic Environment Index (inflation, exchange-rate stability, growth 
rates), and the Real Sector Attractiveness Index (infrastructure, sectoral potential, 
resource base). Indicator normalization was carried out using the min–max method, 
and indicator weights were determined using the entropy method.

A comparative (benchmarking) analysis was conducted across three groups of 
countries:
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- Central Asian economies (Uzbekistan, Kyrgyzstan, Tajikistan),
- resource-based economies (Azerbaijan, Norway),
- OECD countries with high FDI inflows.
This approach made it possible to assess Kazakhstan’s relative position within the 

international investment environment.
Qualitative methods included the analysis of national development strategies 

and state programs, expert interviews with ten specialists (investors, analysts, 
policymakers), as well as policy analysis aimed at assessing the effectiveness of 
investment-policy reforms.

The methodological logic is based on the integration of several analytical layers: 
the institutional environment provides the fundamental framework for investment 
activity; macroeconomic stability shapes the external conditions for investor decision-
making; econometric models confirm quantitative relationships; index analysis reveals 
the long-term dynamics of the investment climate; and cross-country comparison helps 
identify Kazakhstan’s competitive position. This comprehensive approach ensures an 
in-depth understanding of the determinants, structural constraints, and development 
opportunities of the country’s investment climate.

Results. Analyzing the evolution of the inflow of foreign direct investment to 
Kazakhstan requires not just recording statistical values, but understanding the deep 
structural processes that have shaped the country’s investment climate over the past 
two decades. The period 2000-2024 was a time of large-scale transformations for 
Kazakhstan, from the establishment of market institutions and the privatization of 
large assets to integration into global value chains and the transition to industrial 
modernization.

Kazakhstan’s investment climate has developed under conditions of high 
dependence on commodity markets, volatility in global energy prices, geopolitical 
changes and cycles of macroeconomic adaptation. On the one hand, the availability of 
natural resources ensured a steady inflow of capital from multinational corporations. 
On the other hand, it created the risk of increasing “resource dependence” and the 
concentration of FDI in a limited number of industries.

Each stage of investment development was accompanied by its own set of 
institutional reforms: the introduction of investment preferences, the formation of a 
system to protect investors’ rights, the modernization of regulation and the emergence 
of specialized institutions - from investment ombudsmen to investment promotion 
agencies. These processes affected not only the volume of capital raised, but also its 
structure, sectoral orientation and quality.

Stage I: Formation of the investment market (2000-2007). The beginning of the 
2000s became the starting point of an active influx of foreign capital. Kazakhstan has 
entered the phase of institutional formation: the first wave of privatization has been 
completed, new investment protection mechanisms have appeared, and international 
cooperation has intensified.

FDI inflows increased from $2.8 billion in 2000 to $14.7 billion in 2007, 
equivalent to more than fivefold growth. This rise is attributed to three key factors:
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First, high global oil prices (up to $120/bbl) made Kazakh deposits attractive to 
TNCs. Companies like Chevron, ExxonMobil, ENI, and Total actively expanded 
their participation in Kashagan, Tengiz, and Karachaganak.

Secondly, the investment regime in Kazakhstan during this period was one of 
the most liberal in the CIS. Guarantees for foreign investors were secured, tax 
incentives were introduced, and the National Fund of the Republic of Kazakhstan 
was established to ensure macroeconomic stability.

Thirdly, the country demonstrated high GDP growth rates, averaging 9-10% per 
year, which strengthened the confidence of international capital.

Thus, the first stage can be considered as the period of formation of the “resource 
locomotive” investment model, when the oil and gas sector determined the overall 
dynamics of FDI.

Stage II: Volatility and external shocks (2008-2014) The global financial crisis of 
2008 dramatically changed the trajectory of investment inflows. The volume of FDI 
decreased by almost half, to $7.2 billion, which was the first serious stress test for the 
financial system and attractiveness of Kazakhstan. 

However, the crisis revealed the stability of the basic institutions of the economy: 
already in 2011-2012, FDI increased again to $ 13-14 billion, which was facilitated 
by:

−	 State programs of industrialization (GPIID);
−	 Launch of major infrastructure projects (roads, energy);
−	 Kazakhstan’s entry into new capital markets.
Nevertheless, there was no steady growth trend. After 2013, a new recession 

began due to the fall in world oil prices and the deteriorating financial situation in 
Russia and China, Kazakhstan’s strategic partners.

It was a period when external volatility became a key constraint on investment 
inflows, and structural problems (commodity dependence, weak diversification) 
were most acute.

Stage III: Macroeconomic adaptation and structural challenges (2015-2020). The 
transition to a free-floating tenge exchange rate in 2015 was the largest macroeconomic 
shock in the previous decade. The devaluation of the national currency, high inflation 
and macroeconomic instability led to a decrease in FDI to 9.1 billion dollars, and 
then to 8.1–8.5 billion dollars in 2018-2020.

However, this period was marked by the beginning of long-awaited structural 
reforms.:

−	 Intensification of industrial development outside the raw materials sector,
−	 Introduction of new Tax and Business Codes,
−	 The growth of China’s investment activity within the framework of the “One 

Belt, One Road” initiative,
−	 development of logistics and transport infrastructure.
Despite the COVID-19 pandemic and the global recession, Kazakhstan has 

managed to keep investment inflows at a stable level, which indicates an increase in 
the sustainability of the national investment model.
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Stage IV: A new investment cycle and reorientation of capital (2021-2024). 
The post-pandemic period has become the starting point for updating the country’s 
investment policy. FDI inflows increased to $13-14.3 billion, which is the highest 
value in the last ten years.

The key growth drivers were:
1) Industrialization and the launch of large projects. A new investment cycle has 

begun in the manufacturing, metallurgy and chemical industries.
2) The geopolitical reorientation of capital. Since 2022, Kazakhstan has become 

one of the key jurisdictions for the relocation of companies from Russia, Ukraine 
and the CIS countries.

3) Accelerated digitalization and growth of the IT sector. Major projects have 
appeared in the field of data centers, fintech, and outsourcing developments.

4) Active state policy. The creation of the Kazakh Invest agency, investment 
ombudsmen and new guarantees for investors have increased the effectiveness of 
business-government interaction.

Despite the positive dynamics, the structure of FDI remains predominantly based 
on raw materials: the share of the oil and gas sector still exceeds 40%. This indicates 
the continued vulnerability of the investment climate to external price shocks and the 
need for accelerated diversification.

The extended analysis shows that Kazakhstan’s investment cycle is not a linear 
trajectory, but a complex sequence of phases of growth, shocks, adaptation and 
transformation. In recent years, the country has entered a new stage where institutional 
reforms, the digitalization of the economy and the reorientation of global capital play 
a key role.

The structural analysis of foreign direct investment (FDI) makes it possible to 
assess the depth and direction of transformations in the economy of Kazakhstan, 
identify sustainable trends and determine the degree of diversification of capital 
inflows. The change in investment priorities of foreign investors reflects not only 
market factors, but also institutional reforms, infrastructure development, the level 
of technological potential and macroeconomic stability of the country.

Over the period 2005-2023, there has been a gradual but systemic restructuring of 
the FDI structure: despite the continued dominant role of the commodity sector, the 
share of investments in non-resource sectors has shown steady growth. This indicates 
that the process of capital redistribution has begun in favor of manufacturing, 
logistics, the financial sector, agriculture and the IT industry, which corresponds to 
the strategic priorities of Kazakhstan’s economic policy to diversify the economy 
and transition to a model of sustainable growth. Table 1 shows the dynamics of the 
redistribution of FDI between key sectors of the economy of Kazakhstan for the 
period 2005-2023.

Table 1. Structure of FDI by sectors of the economy of Kazakhstan, %
Sector of the Economy 2005 2010 2015 2020 2023

Oil and Gas Sector 59 51 47 45 43
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Geological Exploration and 
Metallurgy

17 21 19 17 15

Manufacturing Industry 8 10 13 14 18
Transport and Logistics 5 7 8 10 11
Financial Sector 3 4 6 7 8
Agro-Industrial Complex (AIC) 0.5 1 2 2.5 4
IT and Digital Services 0.2 0.5 1 2 3
Source: compiled from data of the National Bank of Kazakhstan (NBK), Bureau of National 
Statistics (BNS RK), UNCTAD, OECD (2024).

Data on the distribution of foreign direct investment by economic sectors for 
the period 2005-2023 demonstrate a gradual but steady process of structural 
transformation of Kazakhstan’s investment profile. Despite the long-term 
preservation of the raw material dominant, there is a noticeable increase in investor 
interest in the manufacturing industry, the transport and logistics sector, financial 
services, the agro-industrial complex and the IT industry. These changes reflect the 
impact of industrial policy, infrastructural modernization, institutional reforms, and 
global diversification trends.

 The oil and gas sector remains the largest recipient of FDI, but its share has 
declined significantly, from 59% in 2005 to 43% in 2023. This decrease is due to:

 Completion of major stages of the Tengiz, Karachaganak, Kashagan projects;
−	 strengthening global ESG trends and decreasing interest in hydrocarbon assets;
−	 the growth of transaction risks in the oil and gas industry in the context of 

external volatility;
−	 the gradual shift of capital to non- resource sectors.
Despite the reduction in the share, oil and gas remains a systemically important 

area of FDI, which explains the continuing resource orientation of the economy.
Against the background of growing interest in high-tech and manufacturing 

industries, the share of exploration and metallurgy also decreased, although less 
dynamically. The main reasons:

−	 Lower margins and higher costs for extractive industries;
−	 Increased environmental requirements;
−	 Global investors’ focus on low-carbon metallurgy.
Nevertheless, the sector remains a significant source of export revenue, and 

investor interest is supported by the presence of large deposits and stable external 
demand for metals.

The share of FDI in the manufacturing industry has more than doubled. The 
growth was the result of:

−	 The implementation of State Industrialization Programs (GPIIS);
−	 creation of special economic zones and industrial zones;
−	 emphasis on the production of high - value - added products;
−	 Strengthening cooperation with the EU, China and the countries of Central Asia.
The most active influx is observed in mechanical engineering, the chemical 

industry, the production of building materials and food processing.
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Transport and logistics are a key beneficiary of geo-economic changes. The almost 
twofold increase in the share of investments reflects Kazakhstan’s transformation 
into a transit hub between Europe and China. The main factors:

−	 Development of the Western Europe-Western China corridors and the Trans-
Caspian Route (TITR);

−	 Modernization of Aktau and Kuryk ports;
−	 The growth of container traffic;
−	 Participation of foreign investors in railway and warehouse infrastructure.
The strengthening of the role of the financial sector is explained by:
−	 development of the Astana International Financial Center (AIFC);
−	 the introduction of English law and international regulatory standards;
−	 the growing number of investment funds, fintech projects, and Islamic finance;
−	 increasing the role of Kazakhstan as a regional financial hub.
Investments in agriculture have increased eightfold. Reasons:
−	 Kazakhstan’s potential as a major exporter of grain, meat and oilseed products;
−	 investments in irrigation, greenhouses, processing;
−	 The interest of Arab and Chinese investors in agricultural projects;
−	 Policy “Agribusiness 2020”, “National Agro–industrial Complex Project”.
Despite a relatively small absolute share in the structure of foreign direct 

investment, the information technology and digital services sector has demonstrated 
the most dynamic growth rates in recent years. Its development became possible 
due to the formation of a favorable innovation environment, the strengthening of 
digital infrastructure and the increased interest of global technology companies in 
the markets of Central Asia.

One of the key drivers of growth is the Astana Hub, which, acting as an international 
technology park for IT startups, provides a favorable tax regime, simplified 
conditions for attracting foreign labor and access to acceleration programs. The tax 
incentives provided for participants in the IT ecosystem have significantly reduced 
entry barriers for startups and contributed to an increase in private and corporate 
investment in digital projects.

The rapid expansion of the digital services and cloud solutions market also 
plays a significant role. Companies are implementing systems of big data, artificial 
intelligence, and automation of business processes, which creates demand for digital 
products and platforms. The growth in corporate demand is stimulating capital 
inflows from international technology investors and venture capital funds.

The relocation of IT companies and specialists after 2022 had a significant 
impact on the sector, which led to an increase in the number of high-tech startups, 
an increase in the number of R&D centers and the formation of a new culture 
of entrepreneurship in the digital sphere. Kazakhstan has become an attractive 
platform due to its infrastructural readiness, stability of the digital environment and 
government support measures.

In addition, there is an active expansion of startups in the fields of fintech, 
e-commerce and educational technology (edtech). These areas are becoming a 
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priority for foreign investors, as they combine high scaling potential, a growing user 
base, and prospects for integration into regional markets.

Thus, the dynamic development of the IT sector indicates the gradual formation 
in Kazakhstan of a digital economy focused on innovation, export of services and 
integration into global technology chains.

An analysis of the geographical structure of FDI shows that Kazakhstan continues 
to attract large multinational corporations from developed and dynamically growing 
economies. The top 7 investor countries in 2023 are shown in Table 2.

Table 2. Top 7 investor countries in the economy of Kazakhstan, 2023
Country Share of FDI (%)

Netherlands 26%
USA 17%
Switzerland 12%
China 8%
Russia 7%
United Kingdom 5%
Turkey 4%

The structure of foreign investments reflects the heterogeneity of foreign investors’ 
strategies, as well as differences in their industry interests. The Netherlands’ leading 
position (26%) is explained by the fact that many global multinational corporations 
register their holding companies in this jurisdiction, which makes the country the 
largest transit hub for international capital. A significant part of the oil and gas and 
metallurgical projects have been registered through Dutch legal entities, which has 
been generating a steady flow of investment over the past two decades.

The United States ranks second (17%), providing capital inflows primarily to the 
oil and gas sector, exploration, digitalization, and financial services. Investments of 
Swiss companies (12%) are mainly directed to the metallurgical complex and trade 
and logistics chains.

China (8%) is showing growing activity in infrastructure and industrial projects 
related to the Belt and Road initiative. Strengthening of Chinese participation is 
observed in the fields of energy, transport infrastructure and manufacturing.

Russia’s share (7%) remains due to banking, trade and industrial investments, but 
in recent years there has been a change in structure and a reduction in large projects. 
The United Kingdom (5%) and Turkey (4%) are represented mainly in the fields of 
professional services, construction, manufacturing, trade and SMEs.

Thus, the geographical structure of investors reflects the diversified nature of 
investment flows, while the role of Asian economies is increasing and the dominance 
of European holding centers remains.

The Composite Investment Climate Index (KICI) has been developed for a 
comprehensive assessment of the investment climate in Kazakhstan. The index 
combines three blocks: institutional (ISI), macroeconomic (MEI) and the index of 
attractiveness of the real sector (RSI). The values were calculated on the basis of 
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normalized indicators for 2005-2024, which makes it possible to assess long-term 
trends. 

Table 3. KICI Composite Investment Climate Index (2005-2024)
0 - minimum level, 1 - maximum.

Year KICI Institutional Index 
(ISI)

Macroeconomic Index 
(MEI)

Real Sector Index (RSI)

2005 0.41 0.32 0.48 0.43
2010 0.47 0.38 0.52 0.50
2015 0.51 0.40 0.55 0.57
2020 0.53 0.42 0.51 0.63
2024 0.59 0.48 0.57 0.70

The data obtained demonstrate a steady improvement in Kazakhstan’s investment 
climate over the past two decades. The overall index rose from 0.41 in 2005 to 0.59 
in 2024, indicating progress in institutional reforms, macroeconomic stabilization, 
and real sector development.

The Institutional Index (ISI) increased from 0.32 to 0.48 due to the modernization 
of public administration, the introduction of new regulatory practices, the 
improvement of the business environment (Doing Business) and the digitalization of 
public services. However, the pace of institutional reforms remains slow compared 
to other components.

The macroeconomic index (MEI) rose from 0.48 to 0.57, reflecting the relative 
stability of macroeconomics: a reduction in inflation, the transition to inflation 
targeting, the recovery of activity after the pandemic and the strengthening of foreign 
economic positions.

The index of attractiveness of the real sector (RSI) - The strongest growth - 
from 0.43 to 0.70 - is associated with industrialization, the development of logistics 
corridors, infrastructure modernization and the active growth of the IT sector.

Although improvements are observed in all components of KICI, the institutional 
environment remains the slowest-developing element of the investment climate, 
which limits the potential for attracting long-term capital to non-resource industries.

To quantify the relationship between the inflow of foreign direct investment into 
the real sector of Kazakhstan’s economy and key characteristics of the investment 
climate, a series of regression and cointegration models based on time series for 
2000-2024 was constructed. The methodology included the use of OLS regressions 
adjusted for autocorrelation, ARDL models to analyze short- and long-term effects, 
and the Johansen test to verify the presence of stable cointegration relationships.

FDIₜ = α + β₁Instₜ + β₂Macroₜ + β₃Openₜ + β₄Resₜ + εₜ

Where:
FDI is the inflow of FDI,
Inst - institutional indicators,
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Macro - macroeconomic factors,
Open - openness of the economy,
Res is a commodity dependency.

Table 4. Assessment of the impact of investment climate factors on FDI (OLS)
Variable Coefficient Z-Statistic Significance

Inst 0.312 3.71 p < 0.01
Macro 0.527 4.98 p < 0.01
Open 0.284 2.63 p < 0.05
Res –0.215 –2.91 p < 0.05
C –1.74 –1.29 n.s. (not significant)
R² 0.79 - -

Interpretation of the Results
−	 Macroeconomic factors exert the strongest positive influence on FDI inflows 

(β = 0.527). Higher GDP growth and greater predictability of macroeconomic 
conditions significantly increase foreign investors’ confidence.

−	 Institutional quality is also a statistically significant determinant (β = 0.312): 
improvements in the rule of law, reductions in corruption, and greater regulatory 
stability are positively correlated with FDI growth.

−	 Economic openness has a positive effect on investment, supporting 
Kazakhstan’s export-oriented development model.

−	 Resource dependence has a negative impact (β = –0.215), indicating that the 
dominance of the extractive sector reduces the attractiveness of non-resource foreign 
investments.

To account for time lags, an ARDL(2,1,2,1) model was applied.
Variable β Significance

Inst 0.43 p < 0.01
Macro 0.28 p < 0.05
Open 0.21 p < 0.01
Res –0.36 p < 0.01

Short-Run Effects
−	 Inst (t–1) is positively significant, indicating that institutional improvements 

have an immediate but lagged impact on FDI inflows.
−	 Macro exerts a strong short-term influence, confirming the sensitivity of 

investors to current macroeconomic conditions.
−	 Res (t–1) amplifies the negative effect of resource dependence in the short run.
The ARDL model confirms that:
−	 the influence of institutions strengthens over the long term;
−	 macroeconomic stability has both short-term and long-term effects;
−	 resource dependence reduces the resilience of the investment model;
−	 economic openness positively affects FDI in both horizons.
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VECM Results: FDI Response to Structural Shocks
−	 A positive institutional reform shock generates an increase in FDI within 2–3 

quarters.
−	 A shock to macroeconomic stability (e.g., exchange-rate appreciation or lower 

inflation) leads to a short-run increase in FDI.
−	 Rising resource dependence decreases investment inflows over 4–6 quarters.
−	 Export openness stimulates capital inflows through the expansion of global 

value chains.
Impulse Response Functions (IRF) Indicate That
−	 an institutional shock → FDI grows by 7–9% over two years;
−	 a macroeconomic shock → FDI rises by 10–12%;
−	 a resource-sector shock → FDI declines by 6–8%.
Key Findings of the Econometric Analysis
1.	 Macroeconomic stability and institutional quality are the main determinants 

of FDI in Kazakhstan.
2.	 Resource dependence adversely affects investment inflows, reducing interest 

in manufacturing and high-tech industries.
3.	 Economic openness stimulates FDI, reinforcing Kazakhstan’s integration into 

global value chains.
4.	 The impact of institutional factors strengthens in the long run, emphasizing the 

need for ongoing institutional reforms.
5.	 FDI exhibits a stable cointegration relationship with the core indicators of the 

investment climate.
6.	 The econometric model confirms that strengthening macroeconomic and 

institutional stability is the primary pathway for diversifying FDI and increasing 
inflows into non-resource sectors.

Discussion. The results of the study demonstrate that the evolution of Kazakhstan’s 
investment climate exerts a complex and heterogeneous influence on the inflow of 
foreign capital into the real sector of the economy. The analysis of FDI dynamics, 
the institutional environment, sectoral investment structure, and econometric 
relationships reveals several key patterns that shape the country’s contemporary 
investment model.

First, the distribution of FDI across sectors confirms that Kazakhstan is moving 
toward gradual structural diversification, although resource dependence remains 
a systemic constraint. Despite the steady decline in the share of the oil and gas 
sector-from 59% in 2005 to 43% in 2023-it continues to be the central destination 
for foreign investors. Non-resource sectors such as manufacturing, transport and 
logistics, financial services, agriculture, and especially IT show positive growth 
trends. However, their expansion is still insufficient to form a fully sustainable non-
resource investment model. The most rapid development is observed in the IT and 
digital services segment, driven by government support measures, the formation of 
technology clusters, and an influx of qualified specialists after 2022.

The geographical structure of FDI indicates a high concentration of investors: 
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the Netherlands, the United States, and Switzerland account for more than half of all 
inflows. The dominance of the Netherlands is largely explained by the registration 
of multinational corporations in this jurisdiction, reflecting the institutional 
characteristics of global financial flows. The growing role of China highlights its 
strategic interest in industrial cooperation and infrastructure projects in Kazakhstan. 
Such concentration creates additional dependence on a limited number of investor 
countries and shapes potential geopolitical risks.

The institutional environment emerged as one of the most significant factors 
influencing FDI inflows. Econometric analysis confirms that regulatory quality, 
the rule of law, investor protection, and anti-corruption measures exert substantial 
influence on foreign capital. These findings align with the institutional economic 
frameworks of North and the work of Acemoglu and Robinson, which emphasize 
the fundamental importance of institutions for long-term investment attractiveness. 
In Kazakhstan, institutional reforms have shown positive momentum, yet their depth 
and pace remain limited, reflected in the slower growth of the Institutional Sub-
Index (ISI) compared to macroeconomic indicators.

Macroeconomic factors also play a decisive role in shaping the investment 
climate. Inflation, exchange-rate stability, GDP dynamics, and interest rates 
significantly affect FDI. Econometric models confirm that macroeconomic stability 
is the strongest predictor of FDI inflows: investment increases with lower inflation, 
a stronger exchange rate, and economic growth. Periods of major devaluations 
of the tenge were accompanied by declines in foreign investment, indicating the 
sensitivity of international capital to currency shocks. This underscores the need for 
a predictable monetary policy and strengthened macroeconomic resilience.

A particularly notable finding is the negative relationship between resource 
dependence and FDI inflows into the real sector. An increase in the share of resource 
industries, along with global price volatility in oil and metals, reduces investor interest 
in non-resource sectors. This effect aligns with the “resource curse” hypothesis and 
is confirmed by the coefficients of the econometric model. Thus, Kazakhstan’s 
resource-driven specialization remains a structural barrier to the diversification of 
its investment climate.

Johansen cointegration tests indicate the presence of a long-term relationship 
between FDI and investment-climate variables. This suggests that institutional 
reforms and macroeconomic policies exert not merely short-term but systemic impacts 
on investment dynamics. VECM analysis shows that shocks in macroeconomic 
variables and institutional indicators have statistically significant effects on FDI: 
an institutional shock increases FDI by 7–9%, a macroeconomic shock by 10–12%, 
whereas a resource-sector shock decreases investment by 6–8%.

Overall, the results highlight that Kazakhstan’s investment climate is undergoing 
qualitative transformation, yet its development remains constrained by institutional 
barriers, macroeconomic volatility, and structural dependence on the resource sector. 
Strengthening governance reforms, improving regulatory transparency, digitalizing 
investment infrastructure, and supporting non-resource industries can enhance the 
resilience of the investment climate and increase FDI inflows into the real sector.
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Conclusion. The conducted study provided a comprehensive assessment of the 
evolution of Kazakhstan’s investment climate and identified the key factors shaping 
the inflow of foreign direct investment (FDI) into the real sector of the economy 
during 2000–2024. The results demonstrate that Kazakhstan’s investment model has 
been formed under the combined influence of institutional reforms, macroeconomic 
dynamics, resource dependence, and global geo-economic and technological 
transformations. First, over the past two decades Kazakhstan has shown positive 
progress in improving its investment climate, reflected in the growth of the 
composite Kazakhstan Investment Climate Index (KICI). The steady development 
of the macroeconomic environment, the improvement of the regulatory framework, 
the creation of specialized institutions to support investors, and investments in 
infrastructure have all contributed to strengthening the country’s investment 
attractiveness. However, institutional reform remains the slowest-changing 
component, which continues to constrain both the scale and the structure of FDI.

Second, the dynamics of FDI inflows indicate cyclicality and high sensitivity to 
external shocks-financial crises, fluctuations in global oil prices, and geopolitical 
events. Despite temporary declines in investment during certain periods, the long-
term trend is characterized by stable recovery, demonstrating the fundamental 
attractiveness of Kazakhstan for transnational corporations. Third, the sectoral 
structure of FDI reveals gradual yet steady diversification of the investment 
portfolio. Although the oil and gas sector remain dominant, its share is decreasing, 
while investment inflows into manufacturing, transport and logistics, the financial 
sector, agriculture, and IT are growing. Particularly notable is the rapid expansion 
of investment in the digital economy, reflecting global technological shifts and 
government initiatives aimed at developing innovation ecosystems.

Fourth, the geographical distribution of investors shows Kazakhstan’s dependence 
on a limited group of key countries-primarily the Netherlands, the United States, 
Switzerland, and China. This brings certain advantages in terms of stable strategic 
partnerships but also creates risks associated with capital concentration and external 
vulnerability. The strengthening role of Asian economies, especially China, indicates 
the emergence of new directions in investment cooperation. Fifth, the econometric 
analysis confirmed the existence of statistically significant relationships between FDI 
inflows and institutional quality, macroeconomic stability, economic openness, and 
resource dependence. Macroeconomic and institutional factors exert the strongest 
positive influence on investment activity. Resource dependence, on the contrary, 
reduces foreign investors’ interest in non-resource sectors and limits opportunities 
for structural modernization. The presence of long-term cointegration highlights the 
systemic nature of the influence of investment climate factors on FDI dynamics.

Overall, the study shows that Kazakhstan is undergoing a qualitative reform of its 
investment model. The country possesses substantial potential to attract capital into 
the real sector; however, transitioning to a diversified investment structure requires:

−	 deepening institutional reforms aimed at strengthening the rule of law, reducing 
corruption, and increasing regulatory transparency;
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−	 continuing macroeconomic stabilization policies to ensure exchange-rate 
predictability and price stability;

−	 developing infrastructure and innovation ecosystems that stimulate the growth 
of non-resource sectors;

−	 accelerating strategic measures toward low-carbon and digital economic 
development;

−	 diversifying the geography of investors and expanding cooperation with 
OECD and Asian economies.

Thus, the further development of Kazakhstan’s investment climate requires a 
balanced combination of institutional and macroeconomic transformations aimed 
at enhancing resilience, improving competitiveness, and increasing FDI inflows 
into manufacturing, agriculture, transport, high-tech, and innovative sectors. 
The implementation of these measures will help reduce structural constraints and 
strengthen Kazakhstan’s position as a regional investment hub in Central Asia.
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