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Abstract

TNCs provide asignificant part of the global industrial production. For developing countries, the issue of
attracting FDI has never lost its relevance. TNCs have always been among the priority foreign investors and the main
structural element of most world economies. TNCs solve critical issues of economic growth in developing countries
with the help of foreign direct investment. The aim of this article is to study the dependence of a developing country’s
economic growth on FDI, i.e. consider and explore the relationship between these two indicators. The object of the
study is FDI and the GDP of Russia and Kazakhstan. Initially,the study was aimed at identifying the positive and
negative aspects of TNCs through the analysis of FDI in Kazakhstan and Russia over the years of independence.
Next, the study includes a regression analysis of the contribution of FDI to the GDP of Russia and Kazakhstan. SPSS
software was used. The share of GDP for FDI for Kazakhstan and Russia was used as an independent variable. GDP
for both countries was taken as the dependent variable. The analyzed period was from 1992 to 2020. Statistical data
was used from official sources. Regression analyses performed with dependent variables are significant. Upon the
research results, the independent variable for the RF model is higher than for the KZ model. Thus, the level of FDI
contribution to GDP growth for Russia is much higher than for Kazakhstan.
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Tyitin

Kazipri yakpiTTa IYHHEXKY3IHICTI OHEPKOCIT OHMIPICIHIH TEH JKapTBICBIH TPAHCYITTHIK KOMITAaHUSIIAP
KaMTaMachI3 eTefi. JlaMyIis! enjiep YIIiH meTen HHBECTHIINSACHH TapTy MICeleci emKaIaH 3eKTUTITH )KOWFaH eMec.
A TY¥K-nap 5KOHOMHKAJIBIK OeiM/ep TaparblHaH jKEeKe Kiacc periHjae OenmiHOece je, opKalaH 0achiM MICTENIIK
MHBECTOPJIAPbIH KaTtapbeiHaa oosabl. TpancynrTeik kopropammsuiap (TYK) kenrtereH anemaik SKOHOMHKaIapIbIH
HETi3Ti KYPBUIBIMIBIK AJIEMEHTI, ONapABIHIAMybl MEH THIMIUIITIH apTTBIPYIBIH HETIi3ri KO3FaymIbl KYIIi OOJBIT
TaObutabl. TPAHCYITTHIK KOPHOpAIHsUIap AaMyIIbl eJAePAeri SJKOHOMUKAIBIK OCY/IIH HEri3ri MoceNeepiH Tikereh
HIeTEeN/IIK MHBECTUIMSUIApABIH KeMeriMeH 1emeni. COHABIKTAH Oyl 3epTTEyIiH MakcaTbl JaMyIIbl eJJIepAiH
sKoHOMHKANBIK ociMiHiH TLIHM-re ToyenmimiriH 3epTTey, SFHH OCHI €Ki KOpCETKIITiH e3apa OaitmaHpichiH Peceit
Denepanusicel MeH Kazakcran PecryOarKkachIHBIH MbICAJIBIH/A KAPACTHIPHIIL, 3epTTey 00JIbIn TadbuIa b1, by 3eprrey
Kasakcran meH Peceit @eneparusiceiaa toyencizaik xouraapsiaaarsl TN tangaysr apkeutsl TY K-HBIH OH %oHE Tepic
aCTIeKTIIEepiH aHBIKTayFa OaFrpITTaFaH. 3epTTey i exinmi Oemirinae Peceit men Kazakcranusig JKIO-re TN ynecine
perpeccusuiblk, Taymay skacaiauel. On yinia SPSS Oarmapriamaliblk Kypasibl MaiifanaHbUlIbel. Toyenci3 aiHbIMAaIbI
periane Kasakcran men Pecei ymin THIW OGofipiama JKIO maiimamansoiner. Exi enmig XKIO Toyenmi aitHBIMAIBI
peringe anmsiaabl. Tammanran keseH 1992 sxpuman 2020 sxeirra feifin. Cratuctuka JyHUEKY3UTIK OaHKTIH JKoHE
Oacka Jia >KeprimikTi OWJIiK OpraHJapbIHbIH PECMH KO3JepiHeH alibiH/Ibl. Toyeli aifHbIMalbUIapMEH OpbIHIAIAThIH
PeTpecCHsUTBIK, Talaayiap MaHbI3AbL. JlereaMen, perpeccus ko3QduUIMeHTTepin Tanaay Herizinge PO mozaeni yiniH
TOyeInci3 afHBIMANBIHBIH MOHIIUTIK AeHreri KP Momenine xaparannma skorapbl ekeHi aHbIK. Ocbutaiima, Peceil ymiin
JKIO ecimine THIU yneci Kazakcranra KaparaHja jijeKaiiia *)orapbl.
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AHHOTAIUSA

B nanHOE BpeMsi MOJIOBMHY MHPOBOTO IPOMBIIIIEHHOTO MPOM3BOICTBA 0OECIICUNBAIOT TPAHCHAMOHAIBHBIC
KOMITIaQHHUHU. I[Hf{ Pa3sBUBAOIINXCA CTpaH BONPOC MNPUBJICUYCHHUA HWHOCTPAHHBLIX I/IHBCCTI/IHI/Iﬁ HUKOIrZJa HE TEPpsI
aktyansHoctH. 1 THK Bcerna Bxoaunu B UMCIIO MPUOPUTETHBIX HHOCTPAHHBIX HHBECTOPOB, XOTS U HE BBIJCISUIUCH B
OTZENBHBIN KJIacC SKOHOMHYIECKIMHU BEIOMCTBAMHM. TpaHCHAIIMOHAIBHBIE KOPHOPALMN PEIIAIOT KIFOUEBBIE BOIPOCHI
OKOHOMHUYECKOI'0 poCTa pa3BUBAIOMIUXCA CTpaH, C TOMOIIBIO MPAMBIX MHOCTPAHHBIX HHBGCTHHHﬁ. HOBTOMy OCIBIO
JTAHHOTO HUCCJEJOBaHUs SBJSIETCS N3yUeHHE 3aBUCHUMOCTH SKOHOMMYECKOTO POCTa pa3BUBaromuxcs crpan ot [TUU,
T.€. PACCMOTPETh U U3YUYNTh B3aMMOCBSI3b MEXXIY 3THMH JBYyMs MOKa3aTeJsiMH Ha puMmepe Poccuiickoit deneparn
)41 PeCHyGJ’II/IKI/I Kazaxcran. HepBBIﬁ OTaIll HallpaBJICH Ha BBIABJIICHHUC ITOJIOKUTCIBHBIX W OTPHULATCIBHBIX CTOPOH
THK uepe3 ananu3 [IMU B Kazaxcrane u Poccun 3a roasl HezaBUCHUMOCTH. BTopoit aTanm uccneqoBaHus BKIIIOYAET
perpeccuonsbi ananmu3 Bkiaaga [T 8 BBIT Poccun n Kazaxcrana. J{ist 3Toif menn OBIIO HCIOIB30BAHO MPOTPaM-
MHOe obecrieueHre SPSS. B kauecTBe He3aBrcuMol nepeMenHol ucnob3oBaics BBIT mst ITMN mis Kazaxcrana u
Poccun. BBII juist o6enx cTpan ObUT B3T B KQUECTBE 3aBUCHMBIX IIEPEMEHHBIX. AHAIM3UPYEMBIH TIEPHUO/] TIPOXOIHIT
¢ 1992 mo 2020 rox. Mcmomp30Bamuch CTATUCTUYECKUE NAHHBIC W3 O(PHUIHATBHBIX MCTOYHUKOB. PerpeccroHHBIH
aHaJInu3, HpOBe)]eHHI)Iﬁ C 3aBUCUMBIMHU MEPEMECHHBIMU ABJIAIOTCA 3HAYUMBIMU. Tem ne MCHEC, OCHOBBIBASACH HA AHAJIU3C
K03(h(PUIIMEHTOB pErpeccuy, OYEBUIHO, YTO YPOBEHb 3HAYMMOCTH HE3aBUCUMOM NepeMeHHOH Jutst Mosienu PO Beime,
gem it mojenmu PK. Takxum obpasom, ypoBens Bkiana [TMU B poct BBII mms Poccnu HamMHOTO BBIIE, YeM IS
Kazaxcrana.
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MpaKTHKa

Jaa uutupoBanus: baraesa H.V., ApsictanoBa A.K., MycaxanoBa A.K. (2022). Bnusnue WHBECTHITMOHHON
nesrenpbHocTH THK Ha 3KOHOMHMYECKHH pOCT CTpaH C pa3BHBAIOLICHCS SKOHOMHUKOW. DKOHOMHKA: CTPaTeTHs U
npaktuka,17(1), 171-184, https://doi.org/10.51176/1997-9967-2022-1 -171-184

* Koppecnonaupywomuii asrop: bBaraesa H.Y — k.5.1., Mucturyt sxonomuxku KH MOH PK, yin. IlleBuenko 28,
A25K1B0, Anmarsr, Kazaxcran, 87013344665, e-mail:bagayeva@mail.ru

Konguamnkt nHTEpeCcoB:aBTOPHI 3asBIISIOT 00 OTCYTCTBUU KOH(IIMKTA HHTEPECOB.

®dunancuposanue: Vccnenosanue nposeneHo B pamkax [Iporpammel neneBoro ¢punancuposanus Komurera Hayku
MunucrepctBa obpasoBanus u Hayku Pecryomukm Kazaxcran MPH OR11465433 «Pa3paboTka KOHLENIUH U
MEXaHU3MOB COAIAHCHPOBAHHOTO TEPPUTOPHUAIBEHOTO Pa3BUTH SKOHOMHUKH 1 obmiecTBa Kazaxcranay.

Cratbs nocrynuia B pegakumio:08.02.2022
IIpunsiTo pemenne o mydaukanumn:25.02.2022
Onyaukosana:30.03.2022

Ixonomuxa: cmpamezusn u npakmuxa. T. 17, Ne 1, 2022 / Economics: the Strategy and Practice. Vol. 17. No 1, 2022 173



MACROECONOMICS, WORLD ECONOMY

Introduction

Transnational corporations (TNCs) are
enterprises operating in two or more countries.
Investments by multinational corporations in
developing countries are often perceived as
having a positive impact on the economy, creating
more jobs and growing local markets. Due to
the process of globalization, TNCs are trying
to penetrate new countries and increase their
influence in them and get new consumers. This
means that TNCs can influence the economic
growth of individual countries and the global
economy as a whole. They use any country’s
desire to get out of the “vicious circle of
investment deficit” to stimulate the development of
advanced sectors of the economy and give
dynamism to the entire economy, thereby
encouraging developing countries to attract
foreign capital actively.

To this end, the investment climate is being
improved, the necessary infrastructure is being
created, and special economic zones are being
organized with especially favorable conditions
for foreign entrepreneurial capital.

The new international division of labor
is most shaped by transnational corporations
(TNCs) in the modern world economy. TNCs
have designated developing countries as a zone
of their interests by moving their production to
host, which is economically and technologically
profitable to organize there.

Since the 1990s, large TNCs have begun to
actively operate on the territory of developing
countries and act as a critical driver for the
development of these countries[1]. These days,
investment collaboration between developing
countries, neighboring in particular as Russia
and Kazakhstan,andstates withemergingeconomies
are only getting stronger. Researchers estimate the
impact of TNCs in developing countries in different
ways. There is a hypothesis that the links between
transnational corporations and local actors are
probably insignificant. In general, multinational
corporations are only involved in achieving the
country’s sustainable development goals. There are
opposing hypotheses that lobbying for their
interests, TNCs worsen the position of host
countries to receive high incomes.

Developing country policies tend to attract
foreign direct investment (FDI) to create new
opportunities. The presence of TNCs in developing
countries can have both positive and negative
effects. Developed countries, where the largest
TNCs are usually based, receive much more
significant benefits and minimal damage than
host developing countries, making it an issue.
TNCs benefit from savings on wages, various
uses, and tax cuts. Jobs appear in developing
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countries, and TNC investments can partially
remain within the state. In total, TNCs have
a more significant positive impact: poverty
reduction, economic growth, creation of new
jobs, improvement of working conditions and
labor requirements, improved living standards,
technology transfer, etc. It must be identified
whether developing countries or countries with
emergingeconomies receivemore benefits rather
than disadvantagesfrom the presence of TNCs.
Therefore, it is incorrect to consider the fact of
TNCs only from the positive side in the territory
of a particular country since numerous positive
features of their functioning are also accompanied
by negative ones. The recipient state hasits
own objectives, among which is the reduction
or elimination of the consequences of negative
factors influencing its state’s economy.

Data will allow evaluation of the degree of
current transnational capital concentration and
centralization. According to most estimates, the
core of the world economic system makes up
about 500 TNCs, which account for 61% of
world GDP [2].

In developed countries, only 2-3 supergiants
dominate each industry, competing in all nations’
markets. The 3-5 most considerable TNCs control
more than half of their world economy in terms
of durable goods, aircraft, cars, and electronic
equipment. Another degree of concentration in
industries related to information technology: 2-3
companies control almost the entire international
telecommunications network.

Kazakhstan and Russia receive the bulk
of investments from investors from developing
countries, while countries with economies in
transition most often invest in China and Turkey.

This article focuses on studyingthe

dependence of the economic growth of
developing countries on FDI, i.e. consider and
study the correlation between these two indicators
in the example of the Russian Federation and
e Republic of Kazakhstan.

The novelty of this research lies in the
chosen research methodology for regression
modeling of FDI attraction and its relationship
with economic growth for both Kazakhstan
and Russia. A comparative result was obtained
between Kazakhstan and Russia.

Literature review

Transitional =~ Companies  (TNCs) in
developing countries havegreatly interested
researchers. However, there is a lack of open-
access information. This makes it challenging
to explore the stages and structure ofTNCs
development. The number of studies on
Transnational Companies’ investments in Former
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Soviet Union countries is growing. In particular,
studies included analysis of the economic
situation in the region as employment rate,
education, politics, etc.

The studies of Nazarova and Sultabova,
(2000) outline the following features of particular
factors that make a country attractive for TNCs
for the resources for effective performance.
First, economic factors are characterized by
the available labor force, taxation benefits-
geographical, availability and access to raw
materials, export privileges, political stability.
Second, geographical factors include positive
response of host countries and the growth of the
number of transactional banks. In addition, such
social features as culture and qualification level
can be included. Third, there can be outlined
as a separate factor, for its significant impact on
the possibility of TNCs diversification is R&D
development. All above mentioned stand out as
advantages and disadvantages simultaneously,
both for hosting and export countries [3].

Anne Gilmore has made a significant
contribution to the study of Tobacco Transna-
tional Companies’ invasion of the emerging
market in Former Soviet Union countries such
as Kazakhstan and Russia. Gilmore and McKee
(2004), in their studies, underlined certain factors
as attractive for TNCs as the size of the region,
which included the population size as well,
accepting it as the potential size of the consumers.
Mainly, they looked at the development of the
tobacco industry as an emerging market in the
Former Soviet Union (FSU) countries. Soviet
Union (SU) collapse led emerging of a new
market of transnational companies. FSU became
the object of interest for such big TNCs as
Phillip Morris (PM), whose headquarters are
located in the USA, and British American Tobacco
(BAT), whose head office is in the UK. The
first significant characteristic of these countries
was the availability of monopolistic invasion.
It was partially promoted because due to the
collapse of SU, many national companies became
privatized. As mentioned earlier, geographical
factors significantly influence attracting foreign
investors.Additionally, another factor was the
absence of commitment to competitors in FSU,
which allowed beneficial development for the
industry. Such state of a situation excluded anti-
propaganda for an industry in the region, or it
had very little advertising and lack of support
from non-governmental organizations. Among
such countries, for example, Kazakhstan and
Kyrgyzstan were identified, notorious, back in the
early days of Transnational Tobacco Companies
(TTC) emerging in FSU, for low tobacco
control and freedom of speech [4]. Moreover,
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BAT, in particular, hadmade a number of vague
promises of benefit to the governments of less
resistant (such as Uzbekistan) for hosting countries
gained from tobacco industries development. Thus,
the study underlined FSU countries as excellent
opportunities for monopolistic development for
industries favoring TNCs [5]. State regulation
of the economy is another factor, which has a
direct impact and interference with the national
economy. In the case of TNCs, this is the
privatization of manufacturing sites and an
authoritarian regime that favored any TNCs.

There are three main theories of TNCs
development: Uppsala theory, FDI evaluation,
and Eclectic theory. TNCs development in
FSU countries can be characterized by eclectic
approach, which involves direct investment
[6,7]. The group of FSU countries, which had
significant direct investments in the mid-90s
included Kazakhstan, Uzbekistan, and Russia, as
they had a great potential in the development of
an industry. In terms of Russia, it was more r
esistant to the impact of TNCs compared to
Kazakhstan. Therefore, manufacturing sites at
that time were more a privilege of Kazakhstan
than Russia. For instance, cigarettes production
was relatively low in Kazakhstan in the early
years of FSU. By the end of 90-s cigarettes
production as well as consumption in Kazakh-
stan increased [8,9].

Nevertheless, the location and size have
remained one of the main factors for further
expansion for a TNC. This is conditioned to the
manufacturing possibilities for expansion of
the production of goods. Based on the previous
studies, TNCs, especially the tobacco industry,
used the advantage of local government-owned
manufacturing sites privatization by private
owners after the collapse of SU. Therefore, the
tobacco factory in Kazakhstan, Almaty precisely,
was of great interest to TTCs [10].Unfortu-
nately, privatization was not of great success for
the region, which also denotes TTCs [11].

FSU, however, was less attractive for
manufacturing sites development for big
companies. Again, a small population affects the
decision on whether to have a manufacturing
site for particular TNCs. For instance, clothes
factories, which require human resources, are not
as beneficial to open in FSU region as in China or
Africa [12]. Nevertheless, TNCs have developed
other ways of building collaboration between
neighboring countries like Russia and Kazakhstan.

During the last decade, TNCs have faced
problems that affected the TNC’sreturn on equity.
They include a fall in prices for raw materials
and changes in the banking sector [13]. TNCs
usually follow the list of requirements when
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pursuing a branch in a new place. Kazakhstan
and Russia stand out as suppliers as they provide
material, human capital resources, industrial
and raw materials availability. Moreover, they
fall under the recent characteristics of a TNC,
which include the presence of branches in at
least two countries, resources exchange, and
active collaboration between branches.Therefore,
Russia and Kazakhstan are perfect for the
development of extractive industries, metallurgy,
chemical industry; energy; food production, etc.
[14].

Other studies identified positive and negative
effects for hosting countries. Topositive,they
relate economic growth, creation of new
workplaces, an increase inthe national budget,
and attracting foreign investments. The negative
ones include pollution of the environment, the
impact of TNCs on politics, and the economy of
hosting countries [15,16].

Methodology

Based on the provided analysis, it is clear
that TNCs are among important participants
ineconomic growth in a country, especially in
developed countries. In addition, FSU countries
have fitted most of the requirements a TNC
needs. Due to the latest requirements fora
collaboration between neighboring countries, this
study is based on the analysis of TNC’s develop-
ment and contribution in Russia and Kazakh-
stan.The methodological framework was developed
in two stages. The methodology framework is
based on the study of Wang and Hadi (2019),
where they analyze the impact of FDI projects

number on the GDP of the country [17]. Current
research studies the correlation between FDI
and GDP.

The first part included statistical analysis.
For this purpose, there was used available data
from existing studies to analyze the contribution
of TNCs to the GDP growth of Russia and
Kazakhstan.Analyses of foreign direct investment
in the selected former FSU countries Kazakh-
stan and Russiaincluded the years of indepen-
dence in determining the pros and cons of the
presence of TNCs in the country.

The second part.Studying the dependence of
economic growth on FDI to study the correlation
between these two indicators in the selected
countries. For this purpose, SPSS software was
used. As the independent variable,the share
of GDP for FDI was used for Kazakhstan and
Russia. Country GDP for both of the countrieswas
taken as the dependent variable. The analyzed
period was from 1992 to 2020.

Results and Discussion

The first part of the study. First, there will
be an analysis of FDI in the Russian Federation.
According to the statistics of the Central Bank
(Fig.1), there was an increase in FDI inflows from
690 million US dollars in 1994 to a maximum
level of 4 billion 864 million in 1997, after
which it fell to 2 billion 761 million dollars
during the economic crisis in 1998. From then
until 2002, the total inflow remained virtually
unchanged, then rose to 3 billion 442 million
in 2002 and fell sharply to 1 billion 144 million
dollars in 2003.

$70B

1994 96 '98 '00 '02 '04 '06

'08 '10 '12 '14 '16 '18

2020

Figure 1- Dynamics of the volume of inflow of FDI in Russia, mIn.USD, 1994-2020

Note: compiled by the author based on the source [18]
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Then there was an increase in FDI until
2008 (around $65 billion USD), but after the
global financial crisis, FDI in the Russian
Federation dropped more than two times sharply
and amounted to $30 billion USD in 2009. In the
following years two years, however, it increased.
Moreover, based on UNCTAD, the FDI in Russia
increased by 22% ($53 billion USD) in 2011. It
must be noted that the amount of FDI in Russia in
2011 was one of the highest ones in the post-crisis
period [19].

The FDI increase in 2011 and the following
2012 created more jobs, and there was 60%
increase in employment. Moreover, the Russian
Federation was ranked second in terms of the
number of new jobs that appeared due to the rise
and attraction of FDI. The main part of FDI is
concentrated in the industrial sector and makes up
more than 60%. [20].

In 2013, there was an increase in FDI from
$42 billion to $60 billion USD in Russia. The same
year Russia took third place as an attractive state
for FDI, right after the USA and China.The next
year, in 2014, the number of investment projects
fell by 3.3 times and gained only $20.9 billion
USDcompared to $69.2 billionUSD in 2013. Such
a situation was evoked by the instability of the

world economy, as well as an increase in
geopolitical risks. This trend has been observed
throughout the world.

The FDI growthin the economy of Russia
in 2015 dropped sharply and amounted to $4.8
billion USD. Among the significant reasons for
that was the deterioration of the business climate.
However, in 2016, there was a sharp increase
to $30 billion. The growth is associated with
capital investments related to the sale of a 19.5%
stake in the oil company “Rosneft” by the state.

According to UNCTAD data, cited together
with the annual study on global foreign invest-
ment, theUnited States was reported as the largest
investor in the Russian economy by the end of 2017.
It accounted for 8.9% of all accumulated assets
or $39.1 billion out of $441.1 billion. However,
FDI has decreased compared to 2016.

In 2019, foreigners invested more than
$26.9 billion in Russian non-financial companies.
This is 4.6 times more than a year earlier
$5.9 billion) and slightly less than 2017 ($27.1
billion). Net investment in the Russian economy
was only $0.6 billion, but this is the first positive
result since 2016. In 2018, the net outflow
exceeded $23.7 billion, a record since 2014.
Investment fell in 2018 due to geopolitical risks
and business concerns, as well as due to sanctions
risks, foreign companies stopped investing in
Russia. Still, in 2019, geopolitical considerations
have noticeably eased, risks have dwindled,

Ixonomuxa: cmpamezusn u npakmuxa. T. 17, Ne 1, 2022 / Economics: the Strategy and Practice. Vol. 17. No 1, 2022

MAKPOBKOHOMMUMKA, MUPOBA 1l SKOHOMUKA

and global growth has slowed, increasing the
uncertainty of investment abroad, and this has
positively affected the development of FDI.

In 2020, the total volume of new foreign
direct investment in Russian non-financial
companies at the end of 2020 amounted to $1.4
billion, which is more than 20 times less than in
2019 ($28.9 billion), and corresponds to 1998
data. This decrease in FDI is due to the COVID
19 conditions and theconsequences of the
pandemic in the form of an economic crisis. As
demand worldwide has declined and the flow of
investment and capital has dwindled.

FDI in the non-banking sector of the Russian
economy in 2021 comprised $30.7 billion USD,
22 times more than in 2020, follows from the data
on the assessment of the balance of payments of
the Russian Federation available to the public on
the website of the Bank of Russia [20].

Russia has 11 leader investor countries, but
five countries have had more than ten invested
projects since 2018. Germany, China take first
place, and the USA shares second place, the third
and fourth places are taken by Italy and France
respectively. However, Italy had only six projects
in 2019, which is more than two times less than
opposed to 13 projects in 2020.Germany and
France’s number of projects invested decreased
dramatically, for ten projects in 2020 (Germany
26 and France 12) compared to 2019 (Germany
36 and France 22). However, China and the USA
shared second place in 2020. The number of
projects for these counties was 7 and 5 projects
more in 2019. The rest countries, which include
Switzerland, India, Sweden, Finland, Turkey, UK,
during the period, had (since 2018) less than ten
projects annually. Moreover, the overall number
of projects between 2018 and 2020 declined
dramatically, from 211 projects in 2018 to 141
in 2020.Popular industries for FDI in Russia are
Manufacturing, Sales and Marketing, Business,
Services, Logistics, and R&D. The highest
number of projects invested in Russia during the
last decade was in 2017, 238 projects [21].This
is explained as the result of the implementation
of postponed projects due to sanctions, which
were put in force in 2014 in terms of foreign
economic relations associated with Russia [22,
23]. One of the primary reasonsfor the project’s
decrease, a significant decline in FDI, in 2020
is the consequences ofglobal crises due to
COVID-19.

Based on the latest rankings by Forbes.ru,
the tobacco industry is gaining strength in the
Russian market. The members of Big Tobacco
have improved their positions in the ranking of
the 50 largest TNCs in Russia, which are Phillip
Morris (1), Japan Tobacco International (4), and
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British American Tobacco (14).On the contrary,
the dynamics of the car industry as Mitsubishi
Motors and Volvo showed negative dynamics
for about 30% in 2020 [24].

Over the past 30 years, in Kazakhstan, the
volume of foreign direct investment has grown
more than 13 times, i.e., from $1.3 billion in 1993
to $17 billion in 2020.

Over three decades, the volume of direct
investments annually attracted to Kazakhstan
(gross inflow) improved and increased about
13 times (Figure 2). By the end of 2020 exceeded
$17 billion USD, while in 1993, it was measured
$1.3 billionUSD.

In 1993, the main part, i.e. 87% of the total
volume of FDI was focusedon the industry ofthe
oil and gas complex of Kazakhstan - 982 million
USD. These were the first investments in the
country [25]. Yet, the main stage of attracting
TNCs to Kazakhstan began in 1994-1997, using
privatization. The presence of foreign investors
was the key to the inflow of investment and
domestic  political ~stability. The principal
investments were directed to the oil and gas
sector since the state needed finance to boost
the economy, and this industry was the most
attractive for investors.

In 1997, there were three mainforeign
investors in Kazakhstan: Japan 25,4% (381
million USD); USA 21,5%- (322.4 million USD);
Great Britain 17% (255 million USD) [26]. The
investment strategy of these countries is connected
with the development of the industry ofthe oil
and gas sector of the republic. Everyone is
well aware of such large oil companies as
“ChevronTexaco”,  “ExxonMobil”,  “British
Gas” and others that are successfully operating
in Kazakhstan today. In addition, South Korea
was also one of the leaders in attracting FDI,
which from 1993 to October 2001 amounted to
$1622.3 million USD (10.3%). Companies of this
country made most of their investments in the
copper industry of Kazakhstan from 1995to 1997.
Despite the fact that between 1993 and 2001,
the share of Italian companies in total FDI
was only 4%, nevertheless, in 2001 and 2002,
Italian business was very active in Kazakhstan
and attracted $712.2 million USD. Near abroad
states, provided insignificant investment (in total,
in 2001 - $158.2 million USD).

During the decade, between 2010 and 2020,
the national economy received $250.2 billion
USD. This trend reflects the effectiveness of the
investment policy. The largest amount of FDI
came in 2012 ($28.9 billion USD), in 2011 ($26.5
billion USD), and in 2018 ($24.3 billion USD), see
Figure 2.
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Figure 2- Dynamics of the FDI in Kazakhstan, mIn.USD, 1993-2020

Note - Compiled by the author based on the source [18]

In 2012, a record increase in FDI is
observed in the information and communication
sector - by 826% from $228 million USD in
2011 to $2.1 billion USD in 2012, a significant
increase was observed in the construction sector
- by 149% from $423 million USD to $1 billion
USD in 2012. In2018, it was directed to the
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mining industry and quarrying - $13.6 billion
USD. Manufacturing industry investment,
wholesale and retail trade as well amounted
to $3.4 billion and $3.3 billion, respectively.
Simultaneously, the top five industries included
financial and insurance activities ($1.3 billion
USD), transport, and warehousing ($786 million
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USD). Also, in 2018, 27 projects worth $3.1 billion
USD were implemented, which created 6,000
new jobs. Most of the projects were implemented
in Almaty region (27 projects worth $4.1 billion
USD), Karaganda region (15 projects worth
$2.1 billion), and Nur-Sultan (12 projects worth
$4.1 billion USD).

Despite the negative outcome of the
consequences of the COVID-19 pandemic on
the worldwide economy, in 2020, Kazakhstan
showed the most significant increase in net foreign
direct investment (FDI) among 17 transition
economies and 34 countries. All this is thanks
to the implementation of structural reforms
combined with the state policy of Kazakhstan on
the improvement of the attractiveness of
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investments. According to UNCTAD, Kazakhstan
recorded the most significant increase in net
FDI inflows among countries with economies in
transition and countries that do not have access
to the sea. This growth is ensured by investments
in such sectors as manufacturing, transport,
telecommunications, financial activities, energy,
mining, etc.[27].

The following results were the analysis
of the selected countries of FSU, Kazakhstan,
and its neighboring country Russia on foreign
direct investment. It revealed that the analyzed
countries are investment attractive;nevertheless,
the country’spolicy directly affects the attraction
of investment. There are also positive and negative
aspects of attracting TNCs to countries with
emerging economies, which are shown in Table 1.

Table 1 - Positive and negative aspects of FDI in emerging economies

Positivesides

Negativesides

The economic growth

Capital outflow

Creation of new jobs

Labor exploitation

R&D

Work force pollution

Capital formation

Tax avoidance

Increasing competence and skills

Exploitation of natural resources

Business globalization

Corruption

Expanding international cooperation

Prevention of independent development

Organized crime

Note - Compiled by the author based on the source [28]

Attracting foreign investors depends on the
legal framework of the country. There are pros
and cons to attracting FDI. Nevertheless, as the
analysis showed, at the beginning of independence,
financial support was needed, which was FDI in
the form of TNC:s. In the long run, the attraction of
foreign companies influences the competitiveness
of local businesses. Native companies to keep
up the pace of foreign competitors, invest in
production. An increase in production requires
more labor force andat the same time, application
of new technologies [29].

The second stage of the research. In order
to analyze the relationship of FDI to economic
growth, there was provided a regression analysis
both for Kazakhstan and Russia. The comments
are introduced separately. Each model included
only one independent and one dependent variable,
and the observation number (years) is 28. The
goal was to identify the level of FDI contribution
the economic growth, though the analysis of FDI
contribution to GDP (see Table 2).

Table 2 - Model Summary KZ

Model R R-square Adj. R-sq.

Std.Err.Estim.

1 ,608° ,370 ,345

62386940570,11398

a. Predictor: (Constant), KZ FDI

b. Dependent variable: KZ GDP

From the summary of the model for Kazakh-
stan (Table 2)  R-square = 0.370, illustrating
that 37% of the dependent variable KZ GDP is
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accounted by the independent variable which is
rather low.

Next, there is presented ANOVA analysis for
Kazakhstan in the table 3.
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Table 3 - ANOVA_KZ

Model Sum of Sq. df M. Sq. F Sig
1 |Regr 59316957707427040000000,000 |1 59316957707427040000000,000 | 15,240 [,001°

Resid. 101195389196172260000000,000 |26 3892130353698933000000,000

Total 160512346903599300000000,000 |27

a. Predictor: (Constant), KZ FDI
b. Dependent variable: KZ GDP

The above table (3) illustrates that F-stats is
comparatively high for this case, as the analysis
provided included only one independent variable
KZ FDI. This shows the difference between the

dependent and independent variable. However,
P-value is very near 0. That is the significance
value of the model is less than 0.05 (p<,05). Thus,
the model is accepted as significant. The coefficient
analysis for Kazakhstan is given in the table 4.

Table 4 - Coefficients KZ

Model Unstand.Coef. Stand. Coef. ¢ Sig
B Std. Error Beta
1 (Const.) 45573489637,697 |17294727686,252 2,635 ,014
KZ FDI 8,623 2,209 ,608 3,904 ,001
a. Dependent variable: KZ GDP

For the given independent variable, KZ FDI
the P-value is less than the significance level .001
(Table 4).

Further SPSS analysis tables are devoted to
the Russian Federation. In the model summary
(tabel 5) there is given analysis of the correlation
beteween independent and dependent variable for
the Russian Federation.

Table 5 - Model Summary RF

Model R R-square Adj. R-sq.

Std.Err. Estim.

1 197 ,0635 ,621

425330126628,93730

a. Predictors: (constant), RF_FDI
b. Dependent variable: R GDP

In the above Table (5) The R-square for
Russia is equal to 0.635, which means that 63,5%
of the dependent variable RF__GDP is defined by
the independent variable RF_FDI.

Next, there is presented ANOVA analysis for
Russian Federation in the table 6.

Table 6 - ANOVA RF

Model Sum of Sq. df M. Sq. F Sig
1 |Regr. 8177059391616975000000000,000 1 8177059391616975000000000,000 |45,201 |,000°
Resid. |4703548632072884000000000,000 |26 180905716618187860000000,000
Total 12880608023689860000000000,000 |27
a. Dependent variable: RF GDP
b. Predictor: (Constant), RF FDI
The ANOVA analysis (Table 6) shows that The coefficient analysis for Russian

the results for F-stats is above 30, which is very
high, but the Sig. = 0, which makes the model
significant.
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Federation is given in the table 4.
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Table 7 - Coefficient RF

Model Unstand. Coef. Stand. Coef. Si
B Std. Error B &
1 (Const.) 485166624524,475 |112902739471,269 4,297 ,000

RF FDI 24,071 3,580 , 797 6,723 ,000
a. Dependent variable: RF_ GDP

The regression coefficient in Table (7) for
the independent variable RF FDI is less than the
significance level (.000).

The results of the models showed that the
positive effect of the FDI, that is, the share of
FDI in the GDP of the countries analyzed in
the study, is almost two times higher for the
RF modelcompared to KZ, 63,5%, and 37%
respectively.The regression analysis provided
with dependent variables KZ GDP and RF _GDP
showed significance, thus confirming that the
independent variables used in these models are
significant KZ FDI and RF FDI. Nevertheless,
the results of the coefficient analysismake it
evident that the level of the independent variable
significance for the RF model is more vital than
for the KZ model. Therefore, the level of FDI
contribution to the GDP growth is much stronger
for Russia than for Kazakhstan.

Conclusion

This article aimed to analyze the contribution
of FDI to economic growth in developing
countries. The regression analysis revealed no
significant correlation between FDI and GDP for
Kazakhstan. Whereas for Russia, the contribution
of FDI to the country’s GDP is two times higher
than for Kazakhstan. This can be explained by
the fact that transnational companies in Russia
have a long-term economic activity policy,
provided by the fact that there are established
production sites.

The authors’ main conclusion is that FDI has
a significant positive impact on the development
and diversification of the recipient country’s
economy. Even though there are also adverse
effects. FDI, which has already been integrated
into Kazakhstan’s economy, has positive results,
including reducing unemployment, investment,
and the development of specific sectors of the
economy. Still, the share of FDI contribution to
the GDP is relatively low.Therefore, in Kazakh-
stan, it is necessary to develop a policy to attract
foreign investment, emphasizing the creation of
branches of TNCs in the form of new enterprises
on a competitive basis. Precisely manufacturing
sites will ensure long-term activity for a foreign
company. This will lead to higher investment
rates and the development of production. Produc-
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tion development will require R&D investments,
which will contribute to the development of
investment sectors and will eventually benefit the
hosting company with the following: the creation
of new workplaces, investment in human capital,
investment in R&D, economic sectors develop-
ment. In addition, this will stimulate and ensure
the influx of new technologies and their
modernization. TNCs can contribute to the reduction
of highly qualified specialists’ outflow through
better conditions such as higher salaries [30].
Moreover, it will help reduce the monopolization
of specific sectors of the economy. However,
there is a great significance in the development
of the policy for TNCs’ activity. Otherwise,
the weak policy will have a reverse effect and
increase the dependency on FDI for economic
growth, especially in developing countries.

Today, it is not uncommon for large TNCs
to use their resources to control the economies
of small states and strengthen their company
position in this market. Modern TNCs determine
the state’s welfare in which the head office is
based - as a rule; itis located in developed
countries. At the same time, when a company
expands into the markets of developing countries
or third world countries, the economies of these
countries also receive some economic benefits.
However, the current modern system strongly
resembles the colonial period. Only an interna-
tional company, exploiting the resources of
this country, already captures the market of the
“colony”.

Discussions about the presence and
activities of TNCs in the markets of developing
countries persist. An additional difficulty is
introduced by the changing industry structure of
the largest TNCs.
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