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Abstract 

 

Name: Bee Yun Jo 

Department, Major: International Studies, International Cooperation Major 

Graduate School of International Studies, Seoul National University 

 

This thesis investigates the cause of recent surge of Kazakh government’s 

indirect expropriation methods against International Oil Companies (hereafter 

IOCs). Although this phenomenon is now beginning to be widely claimed as a 

phenomenon of economic resource nationalism, an overview of previous studies 

shows that the exploration of the phenomenon remains incomplete, unable to 

explain the increasingly more aggressive strategies of indirect expropriation 

methods in Kazakhstan. This research, therefore, proposes Hirschman’s model of 

Exit, Voice, and Loyalty (hereafter EVL model) to frame the behaviors of domestic 

Kazakh elites and IOCs, and the overall phenomenon of economic resource 

nationalism.  

 

Overall, the EVL model is applied to test the hypothesis that economic 

resource nationalism in Kazakhstan occurs because of the voice and loyalty 

dynamics between the Nazarbayev government (Kazakh elites) and IOCs in times 

of higher oil price. Also, as a significant portion of this research, the current surge 

of aggressive indirect expropriation strategies is explained in relation to the 

projection of eventual retirement of President Nursultan Nazarbayev (incumbent 
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since 1991), emergence of conflicting elite factions in Kazakhstan’s administration, 

and rising unrest in civil society.  

 

By delineating how such domestic instability factors are directing the 

behaviors of Kazakh elites to focus on short-term gain, and thereby changing the 

EVL dynamics, this research offers a comprehensive, theoretical, and up-to date 

analysis of the significance of domestic political factors as an important 

explanation of the current economic resource nationalism in Kazakhstan.  

 

Keywords 

Resource nationalism, Economic resource nationalism, Kazakhstan, International 

Oil Companies (IOCs), Exit, Voice, and Loyalty Model (EVL model), Domestic 

elites 
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I. Introduction 

 

 

 

 

 

1. Economic Resource Nationalism in Kazakhstan 

 

 

Kazakhstan has been an oil producing country since 1911,
1
 a resource-

abundant country landlocked in Central Asia (Annex I – Kazakhstan Fact Sheet). 

Owning the largest oil reserves as well as the production volume among the former 

Soviet republics (Annex II – Figure 1), Kazakhstan is expected to produce 1.6 

million barrels of liquid oil per day (bbl/d) in 2012.
2
 Based on the country’s five 

largest onshore oil fields (Tengiz, Karachaganak, Aktobe, Mangistau, and Uzen), 

which account for about half of current proven reserves, and the offshore Kashagan 

and Kurmangazy oil fields, Kazakhstan is further expected to reach 90 million tons 

of crude oil production by 2014 and achieve 130 million tons per year by 2020, 

becoming one of the top 10 oil producers in the world.
3
 

Given the abundant oil reserves and production forecast, International Oil 

                                           
1
 U.S. Energy Information Administration (EIA), “Kazakhstan” (September 18, 2012). 

Retrieved from www.eia.gov/countries/analysisbriefs/Kazakhstan/Kazakhstan.pdf 

(accessed 20 September, 2012). 
2
 Ibid. 

3
 BP Statistical Review of World Energy June 2010. Retrieved from 

http://www.bp.com/statisticalreview (accessed 24 January 2011). 

http://www.eia.gov/countries/analysisbriefs/Kazakhstan/Kazakhstan.pdf
http://www.bp.com/statisticalreview
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Companies (hereafter IOCs) have provided substantial amount of investments and 

contracts ever since Kazakhstan became independent in 1991, upon the collapse of 

the Soviet Union. Especially during the early 1990s, as a young independent 

country, suffering from the collapse of the Soviet economy, Kazakhstan had been 

desperate for financial income, signing most of the significant subsoil use contracts 

with IOCs. Also, President Nursultan Nazarbayev (incumbent since 1991) had been 

facing a potential downturn in production of natural resources, loss in government 

fiscal revenue, and ensuing social instability; Nazarbayev in 1991 had once 

expressed his serious concerns on domestic politics and civil conflict: “God grant 

that no one should stir up Kazakhstan on ethnic grounds. It would be far worse than 

Yugoslavia.”
4
 Given Nazarbayev’s need for stability and revenues, IOCs had been 

able to negotiate very favorable contracts
5
 in the three major oil fields: Tengiz, 

Kashagan, and Karachaganak.  

These contracts are mostly in form of Production Sharing Agreements 

(hereafter PSAs), accounting for nearly 86% of Kazakhstan’s oil output.
6
 Under 

PSAs, the state remains as the owner of the natural resources (reserves), while 

foreign investors, in this case IOCs, are contracted as provider of technical and 

financial capital for extraction and production of the oil. After successful extraction, 

IOCs are entitled to an agreed share of the oil asset produced as a compensation for 

                                           
4
 Olcott, Martha Brill (1995) The Kazakhs. Stanford, CA: Hoover Institution Press. 

5
 Muttitt, Greg. 2007. Hellfire Economics: Multinational Companies and the Contract 

Dispute over Kashagan, the World’s Largest Undeveloped Oilfield. London: PLATFORM. 

Available online:  

http://www.foeeurope.org/publications/2007/FoEE_Hellfire_Economics_Dec2007.pdf 

(accessed 4 December 2009). 
6
 Nurmakov, Adil (2009) “Resource Nationalism in Kazakhstan’s Petroleum Sector: Curse 

or Blessing?”, in Indra Overland, Heidi Kjaernet, and Andrea Kendall-Taylor (eds), 

Caspian Energy Politics: Azerbaijan, Kazakhstan and Turkmenistan. New York: Routledge. 

pp. 20-37. 

http://www.foeeurope.org/publications/2007/FoEE_Hellfire_Economics_Dec2007.pdf
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the risk and capital involved in the process.
7
 In this respect, IOCs in Kazakhstan 

had been able to strike deals where they could earn favorable and mostly higher 

share of the oil.  

However, by the early 2000s, the situation is different as the need for 

quick cash had been abated. And most importantly, the recent rise in oil price has 

become crucial in changing the strategies of Kazakh government. In fact, oil price 

has grown from 24.44 dollars per barrel in 2001 to 111.26 dollars in 2011.
8
 

Average annual price is told to have reached 97.26 dollars exceeding the history 

maximum of 96.26 dollars in 1980 in conversions of dollars in 2008.
9
 And soon 

the domestic elites have discovered that terms and conditions of the PSAs are 

increasingly inadequate in allocating the growth in revenue equally between IOCs 

and the state. Also, seeing how renegotiation of previous contracts, increasing their 

share by just little bit, can earn them higher revenue, the domestic elites in Kazakh 

government have shown growing interest in limiting the operations of IOCs, and 

thereby asserting greater state control over oil. Their strategies to increase their 

revenue share vary from implementation of new tax codes, royalties, and 

enforcement of stronger export duties to higher penalties for transfer pricing and 

environmental harms – diverse indirect expropriation methods. Ever since 2000, 

                                           
7
 Bindemann, Kirsten (1999) “Production Sharing Agreements: An Economic Analysis,” 

Oxford Institute for Energy Studies, Vol. 25 (October), p. 1. 
8

 BP Statistical Review of World Energy June 2012, Retrieved from 

http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publicati

ons/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_worl

d_energy_full_report_2012.pdf (accessed September 12, 2012). 
9
 BP Statistical Review of World Energy (2011) Retrieved from 

http://www.bp.com/liveassets/bp_internet/globalbp/globalbp_uk_english/reports_and_publi

cations/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_

world_energy_full_report_2011.pdf (accessed June 12, 2012). 

http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2012.pdf
http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2012.pdf
http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2012.pdf
http://www.bp.com/liveassets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2011.pdf
http://www.bp.com/liveassets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2011.pdf
http://www.bp.com/liveassets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2011.pdf
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Kazakhstan has been constantly accused of engaging in resource nationalism,
10

 

new resource nationalism,
11

 or economic resource nationalism.
12

 These three 

terms will be discussed and conceptualized in the following section. However, to 

put it brief, Kazakhstan is a representative case of what Bremmer and Johnston 

(2009) and Lim (2011) identify as economic resource nationalism
13

 – A 

phenomenon in which the host government uses power (indirect expropriation 

methods) against IOCs to allocate higher fiscal benefits from their endowment of 

natural resources, in times of price rise
14

; by “altering the terms of investment for 

future output.”
15

 Important distinction is in the limited use of government 

intervention that prevents outright and direct nationalization of IOC’s assets. 

Changing toward policies of economic resource nationalism during the 

high oil price period since 2001, Kazakhstan’s GDP is reported to have grown from 

22.15 in 2001 to 138 billion dollars in 2010. In terms of GDP per capita, it has 

grown from 1,491 dollars in 2001 to 8,418 dollars in 2010. Thus, from 2001 to 

                                           
10

 Sarsenbayev, Kuanysh (2011) “Kazakhstan petroleum industry 2008–2010: trends of 

resource nationalism policy?,” Journal of World Energy Law and Business, Vol. 4, No. 4, 

pp. 369-379. 
11

 Bremmer, Ian, and Robert Johnston (2009) “The Rise and Fall of Resource Nationalism,” 

Survival: Global Politics and Strategy, Vol. 51, No.2, p. 149.; Lim, Sooho (2011) 

“Resource Nationalism and Oil Security,” SERI Issue Paper (July), p. 5.; Sarsenbayev, 

Kuanysh (2011) “Kazakhstan petroleum industry 2008-2010: trends of resource nationalism 

policy?” Journal of World Energy Law and Business, Vol. 4, No. 4, p. 369. 
12

 Ibid. 
13

 Ibid.; Sarsenbayev, Kuanysh (2011) “Kazakhstan petroleum industry 2008-2010: trends 

of resource nationalism policy?” Journal of World Energy Law and Business, Vol. 4, No. 4, 

p. 369. 
14

 The phenomenon is outlined as: “Shifting a larger share of commodity revenues from 

international to domestic hands” using the means of indirect expropriation methods – 

changing tax codes, levying new royalties, raising export duties, increasing regulations of 

the industry concerning the environment, hiring of domestic workers, transfer pricing, and 

overall expanding of the role of the state-owned company. For more, see Bremmer, Ian, and 

Robert Johnston (2009) “The Rise and Fall of Resource Nationalism,” Survival: Global 

Politics and Strategy, Vol. 51, No.2. 
15

 Middle East Economic Survey (MEES) (2006) Vol.49, p 37. 
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2010, GDP has grown approximately 5.5 times.
16

 As shown in <Table 1>, the oil 

prices and dynamic GDP growth of Kazakhstan show close correlation. 

 

<Table 1> Oil Prices and GDP Growth of Kazakhstan in 2001-2011
17

 

Year Oil price, dollars 

per barrel 

GDP in billion 

dollars 

GDP per capita 

in dollars 

2001 24.44 22.15 1,491 

2002 25.02 24.63 1,658 

2003 28.83 30.83 2,068 

2004 38.27 43.15 2,874 

2005 54.52 57.12 3,771 

2006 65.14 81.0 5,292 

2007 72.39 104.9 6,772 

2008 97.26 133.4 8,514 

2009 61.67 115.3 7,165 

2010 79.50 148.0 9,070 

2011 111.26 186.2 11,245 

 

In fact, the production of natural resources has always been the major 

driving force of Kazakhstan’s economy. As <Figure 1> reveals, the dominance of 

natural resources (S3-3 – purple) has been always present and gradually 

                                           
16

 Blaauw, Erwin (2011) “Country Report Kazakhstan,” Rabobank, p. 2.; Gabdullin, K., Y. 

Bek Ali, and N. Aldadek (2012) “Oil Prices Impact on Energy Policy of Kazakhstan,” 

World Academy of Science, Engineering and Technology, Vol. 66, p. 481. 
17

 Казахстан в 2010 г. Статистический ежегодник. Астана, 2011. Retrieved from 

http://www.stat.gov.kz/publishing/20111/Ежегодник_2011.pdf (accessed June 5, 2012).; 

BP Statistical Review of World Energy June 2012, Retrieved from 

http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publicati

ons/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_worl

d_energy_full_report_2012.pdf (accessed September 12, 2012).; CIA World Factbook, 

Retrieved from https://www.cia.gov/library/publications/the-world-factbook/geos/kz.html 

(accessed June 19, 2012); The World Bank, “GDP (current US$),” Retrieved from 

http://data.worldbank.org/indicator/NY.GDP.MKTP.CD (accessed Nov 5, 2012).; The World 

Bank, “GDP per capita (current US$),” Retrieved from http://data.worldbank.org/indicator 

/NY.GDP.MKTP.CD?page=1 (accessed Nov 5, 2012). 

http://www.stat.gov.kz/publishing/20111/Ежегодник_2011.pdf
http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2012.pdf
http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2012.pdf
http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2012.pdf
https://www.cia.gov/library/publications/the-world-factbook/geos/kz.html
http://data.worldbank.org/indicator/NY.GDP.MKTP.CD
http://data.worldbank.org/indicator/NY.GDP.MKTP.CD?page=1
http://data.worldbank.org/indicator/NY.GDP.MKTP.CD?page=1
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exponentiating in its size. Considering the highest Revealed Comparative 

Advantage in Petroleum and oil products (Annex II – Figure 2), it is evident that 

the major exported and foreign invested commodity is the oil; income from oil 

exports grew from 4.25 to 26.21 billion dollars from 2001 to 2009 as the share of 

oil exports expanded from 49% to 60%.
18

  

 

<Figure 1> Kazakhstan’s Export Commodity Structure, 1995-2010
19

 

 

 

Despite the dynamic growth of Kazakhstan economy since 2000s, based 

on the country’s rich oil revenue and numerous practices of economic resource 

nationalistic policies, this research finds it crucial to take important note of the 

crisis in 2008 and its impact on the overall economy and resource nationalistic 

policies: Kazakhstan has not been exempt from the impact of global financial crisis 

in 2008 as capital stopped flowing into the country. Since the oil boom in 2000s, 

especially, the banks of Kazakhstan have been borrowing heavily from abroad to 

                                           
18

 Gabdullin, K., Y. Bek Ali, and N. Aldadek (2012) “Oil Prices Impact on Energy Policy 

of Kazakhstan,” World Academy of Science, Engineering and Technology, Vol. 66, p. 481. 
19

 UN Comtrade, Retrieved from http://comtrade.un.org/db/default.aspx (accessed June 5, 

2012). 

http://comtrade.un.org/db/default.aspx
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the point where the external debt amounted to 44% of GDP, largely concentrated in 

construction and real estate. However, with the abrupt halt of credit growth in 2008, 

there have been major restructuration of four Kazakh banks, burst of the property 

burble, and large devaluation of the tenge (Kazakh currency).
20

  

Along with the impact of global financial crisis, the price of oil has also 

significantly dropped from year 2008 to 2009, falling from 97.26 dollars to 61.67 

dollars per barrel <Table 1>. Considering Kazakh economy’s high dependence on 

oil revenue, the implications of the oil drop have been severe in recent years: As 

evident in <Figure 2>, the percentage change of Kazakhstan’s real GDP fluctuates 

in positive correlation to the percentage change of real oil price; note the positive 

correlation between the sharp fall in real price of oil and decline in real GDP in 

2009. 

 

<Figure 2> Percentage Changes in Kazakhstan’s Real GDP & Real Oil Price
21

 

 

 

                                           
20

 International Monetary Fund (2012) “Republic of Kazakhstan – 2012 Article IV 

Consultation,” IMF Country Report (June), No. 12/164, p. 4.; International Monetary Fund, 

“Kazakhstan on Road to Recovery, But Banking System Still Weak,” (August 17, 2010), 

Retrieved from http://www.imf.org/external/pubs/ft/survey/so/2010/car081710a.htm 

(accessed June 25, 2012). 
21

 International Monetary Fund (2012) “Republic of Kazakhstan – 2012 Article IV 

Consultation,” IMF Country Report (June), No. 12/164, p. 11. 

http://www.imf.org/external/pubs/ft/survey/so/2010/car081710a.htm
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 With the plummeting oil price, Kazakhstan has faced a drop in the value 

of its exports from $76.4 billion in 2008 to $48.2 billion in 2009.
22

 Moreover, 

considering the fact that oil revenue has always accounted for around 50% of 

Kazakh government’s budget,
23

 the fall of oil price in 2008 to 2009 cannot be 

overlooked. As shown in <Table 2>, the exports of oil in million tons, (a), have 

gradually increased, including the 2007-2009 period. However, the oil income from 

exports, (b), has fallen from 28.12 in 2007 to 26.21 billion dollars in 2009. This fall 

correlates with the fall in state budget income, (f), falling from 7.99 to 7.95 billion 

dollars. 

 

<Table 2> Exports of Crude Oil and Income to the State Budget Kazakhstan  

in 2001-2009
24

 

 2001 2003 2005 2007 2009 

(a) Exports of oil in million tons 31.4 42.3 51.3 56.6 66.1 

(b) Oil income from exports in billion dollars 4.25 7.01 17.39 28.12 26.21 

(c) Total exports income in billion dollars 8.63 12.93 27.85 47.75 43.19 

(d) The share of oil in total exports in percentage 49 54 62 59 60 

(e) State budget income in billion dollars 5.07 6.95 11.26 19.64 23.84 

(f) State budget income from oil in billion dollars 0.81 1.61 4.35 7.99 7.95 
(g) Share of oil exports to state budget in billion 

dollars 
16 23 38 40 33 

 

Luckily enough, Kazakhstan’s economic crisis has been partly buffered 

from savings of previous oil boom. Also, recent resurge in oil price, <Figure 3>, 

                                           
22

 International Monetary Fund, “Kazakhstan on Road to Recovery, But Banking System 

Still Weak,” (August 17, 2010), Retrieved from http://www.imf.org/external/pubs/ft/survey/ 

so/2010/car081710a.htm (accessed June 25, 2012). 
23

 Gabdullin, K., Y. Bek Ali, and N. Aldadek (2012) “Oil Prices Impact on Energy Policy 

of Kazakhstan,” World Academy of Science, Engineering and Technology, Vol. 66, p. 481. 
24

 Ibid.; Казахстан в 2010 г. Статистический ежегодник. Астана, 2011. Retrieved from 

http://www.stat.gov.kz/publishing/20111/Ежегодник_2011.pdf (accessed June 5, 2012). 

http://www.imf.org/external/pubs/ft/survey/so/2010/car081710a.htm
http://www.imf.org/external/pubs/ft/survey/so/2010/car081710a.htm
http://www.stat.gov.kz/publishing/20111/Ежегодник_2011.pdf
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has been significant in Kazakhstan’s current recovering from the economic crisis.
25

 

However, as a country with average GDP growth of 10% during the years between 

2000 and 2007,
26

 the crisis in 2008 has been surely an important lesson for the 

Kazakh government.  

 

<Figure 3> Price of Oil (Data: BP)
27

 

 

 

Against this backdrop, Kazakh government has announced diverse 

strategies to accelerate their economic diversification, away from the previous 

imbalanced dependence on natural resources sector.
28

 In similar line, on 19 March 

2010, Kazakh government has decided to implement a “state program for the 

                                           
25

 Ibid. 
26

 International Monetary Fund, “Kazakhstan on Road to Recovery, But Banking System 

Still Weak,” (August 17, 2010), Retrieved from http://www.imf.org/external/pubs/ft/survey 

/so/2010/car081710a.htm (accessed June 25, 2012). 
27

 BP Statistical Review of World Energy June 2012, Retrieved from 

http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publicati

ons/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_worl

d_energy_full_report_2012.pdf (accessed September 12, 2012) 
28

 Abdygaliyeva, Gauhar et al. (2012) “Economic Diversification in the Republic of 

Kazakhstan through Small and Medium Enterprise Development: Introducing New Models 

of Funding for SMEs,” SIPA Columbia University, pp. 1-47. 
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development of industrial innovation of the Republic of Kazakhstan 2010 – 2014.” 

The program has been issued as a presidential decree with the one of main goals in 

“economic diversification and the increase of competition,” and deepening of 

industrialization.
29

 President Nazarbayev has issued an additional program in April 

2010 encouraging new entrepreneurs, particularly those in the export-oriented 

sector.
30

  

 Going back to the phenomenon of economic resource nationalism in 

Kazakhstan, what is puzzling is that despite the above-mentioned diversification 

plans, Kazakh government has been showing even more aggressive signs of 

economic resource nationalistic policies (e.g. 2009 New Tax Code, 2010 New 

Subsoil Use Law, and total of 28 cancellation of subsoil use contracts in 2010 – to 

be extrapolated in the following chapters).  

In other words, regardless of the recent experiences of abrupt crunch in 

foreign credit, the economy’s high external vulnerability to fluctuating oil price, 

plus the announcements of strategies to diversify the sources of their state budget, 

the recent changes including amendments of regulations, forced renegotiation of 

contracts with IOCs, and implementation of laws that impose stricter control of 

state on natural resources, seem to be suggesting that the Kazakh government is 

enforcing more aggressive indirect expropriation policies.  

Confirming such change in the Kazakh government, an article by CACI 

analyst stated that Kazakhstan will “continue the implementation of a strategy 

                                           
29

 Bertelsmann-Transformation Index 2012, “Kazakhstan Country Report” (2012), 

Retrieved from http://www.bti-project.de/fileadmin/Inhalte/reports/2012/pdf/BTI%202012% 

20Kazakhstan.pdf (accessed August 12, 2012). 
30

 Ibid. 

http://www.bti-project.de/fileadmin/Inhalte/reports/2012/pdf/BTI%202012%20Kazakhstan.pdf
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designed to reclaim its national influence in the decision-making over the scale and 

pace of industrial expansion in significant natural resource development 

projects.”
31

 In 2010, President Nazarbayev has also announced that such “new 

practices”
32

 will continue to assert greater government control on the energy sector, 

noting on the possibility of foreign ventures currently enjoying special protective 

status losing immunity from changes in tax legislation: “Times are changing and 

life is changing in the entire world, and state interests are pushing us in this 

direction. We have to work more thoroughly and constructively.”
33

 In 2011, the 

government has reintroduced (formerly in 2005) and soon doubled an export duty 

on oil from which the major foreign operators used to be exempted in the past. 

Hard negotiations are also underway for the Kazakhstan’s proposed purchase of a 

10% stake in the Karachaganak field (jointly operated by Eni and BG Group). 

Moreover, considering the falling level of foreign direct investment 

(hereafter FDI) inflow in Kazakhstan <Figure 4> since 2008, it remains as a 

question why Kazakh government is practicing more aggressive strategies (indirect 

expropriation methods) that are more than likely to deter the attraction of foreign 

investments, including the investments from the major IOCs. Taking account of 

delays in productions of oil projects in major oil fields and large part of 

Kazakhstan’s oil reserves that remain untapped, Kazakh government’s current 

                                           
31

 Cutler, Robert M. (2010) “Kazakhstan continues resource nationalism in Karachaganak,” 

Central Asia-Caucasus Institute (CACI), Retrieved from http://cacianalyst.org (accessed 

April 09, 2012).  
32

 Garrison, Jean A. and Ahad Abdurahmonov (2011) “Explaining the Central Asian 

Energy Game: Complex Interdependence and How Small States Influence their Big 

Neighbors,” Asian Perspective, Vol. 35, p. 395. 
33

 Silk Road Intelligencer (2010) “Key Energy Projects May Lose Special Tax Status – 

Nazarbayev” (January 25), Retrieved from http://silkroadintelligencer.com (accessed June 5, 

2012). 
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practices require a thorough study. In fact, less than half of the fields are in 

operation as the exploration and production involve more complicated extraction 

technology and financial cost. Without foreign investments, current expectation of 

oil production growth remains uncertain.
34

  

 

<Figure 4> Kazakhstan’s FDI Inflow, 1992-2010
35

 

 

 

Furthermore, in discussion of recent domestic situation in the oil sector 

and civil society, local workers in both national oil companies (hereafter NOCs) 

and IOCs have been resorting to strikes for higher wages. Since the end of May, 

Kazakhstan’s Mangistau region, located on the Caspian Sea, has been the location 

of a strike by several thousand people, mostly employees of the state company 

KazMunaiGaz Exploration & Production (E&P), which belongs to the 

                                           
34

 KMG EP (2010) “Oil and Gas Sector,” Retrieved from 

http://www.kmgep.kz/eng/about_kazak 

hstan/oil_and_gas_sector/ (accessed July 4, 2012). 
35

 UNCTAD (United Nations Conference on Trade and Development) “Inward and outward 

foreign direct investment flows, annual, 1970-2010,” Retrieved from 

http://unctadstat.unctad.org/TableViewer/tableView.aspx (accessed June 5, 2012). 
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KazMunaiGaz holding company. This strike is unprecedented in its duration and 

scale, and it has hit both Kazakhstan’s strategic oil sector and KazMunaiGaz, 

which is the most important state-owned company in Kazakhstan.
36

 The tensions 

have escalated even higher in the winter of 2011, when the riot started by fired 

oilmen in the Kazakh city of Zhanaozen was returned by violent oppression by the 

government, killing 10 and injuring 75 other people.
37

 This growing presence of 

strike is undermining the image Kazakhstan’s government has created of a stable 

country and illustrating the ruling elites’ inability to deal with social tensions; 

seemingly important incentives to deter resource nationalistic policies that signal 

instable investment environment for foreign companies, including IOCs. 

It is even more puzzling as there are some scholars who have forecasted 

that Kazakhstan’s resource nationalistic policies will wane. Bremmer and Johnston, 

for instance, have forecasted that it may not be long till those countries that 

pursued resource-nationalistic policies – sometimes described as use of the “energy 

weapon” – “will have to revisit these policies.”
38

 And following “a sustained 

period of weaker prices,” the advantage will be shifted back to “international 

companies and away from host governments” as international companies can be 

more selective about the fiscal terms and regulatory conditions they are willing to 

                                           
36

 Jarosiewicz, Aleksandra, “Strikes in Kazakhstan are growing,” EASTWEEK (August 24, 

2011), Osrodek Studiow Wschondnich (OSW) Center for Eastern Studies, Retrieved from 

http://www.osw.waw.pl/en/publikacje/eastweek/2011-08-24/strikes-kazakhstan-are-growing 

(accessed July 20, 2012). 
37

 The Voice of Russia, “Rioting in Kazakhstan’s Zhanaozen quelled – Interior Ministry,” 

(December 17, 2011), Retrieved from http://english.ruvr.ru/2011/12/17/62388300.html 

(accessed September 24, 2012). 
38

 Bremmer, Ian, and Robert Johnston (2009) “The Rise and Fall of Resource Nationalism,” 

Survival: Global Politics and Strategy, Vol. 51, No.2, p. 149. 
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accept from host governments.”
39

 Also, a recent article in the Financial Times 

seems to put forth a similar argument: there is now “a slowly growing discourse 

that the resource nationalism tide that has scared energy, mining and agribusiness 

executives around the world over the last decade, may have started to ebb. Some 

executives believe that the balance of power is starting to shift back to 

companies.”
40

  

In short, the puzzle is in Kazakh government’s practice of increasingly 

aggressive indirect expropriation methods that run counter to their declared 

diversification plans and presence of numerous incentives to prevent from using 

such direction of policies. And at this point, some speculations are possible to 

explain such phenomenon by observing the recent changes in domestic political 

conditions of Kazakhstan. Especially in respect to the oil sector, the significance of 

domestic political conditions is huge in understanding the decisions by the Kazakh 

government: It can be clearly observed that few Kazakh elites around the dominant 

power of President Nazarbayev are central in steering the policies of economic 

resource nationalism (various indirect expropriation methods); and the Nazarbayev 

government (incumbent since 1991) has been identified as using the revenue from 

oil assets to coopt opposition party members and thereby retain the dominance of 

power and legitimacy.
41

 Such dependence of political stability on oil revenue has 

                                           
39
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40

 Blas, Javier, “The turning tide of resource nationalism,” Financial Times (June 15, 2012), 

Retrieved from http://www.ft.com/intl/cms/s/0/2cf5c514-b6bf-11e1-8c96-00144feabdc0.ht 

ml#axzz29hdhpwx9 (accessed Oct 19, 2012). 
41

 Muttitt, Greg. 2007. Hellfire Economics: Multinational Companies and the Contract 

Dispute over Kashagan, the World’s Largest Undeveloped Oilfield. London: PLATFORM. 

Available online: http://www.foeeurope.org/publications/2007/FoEE_Hellfire_Economics_ 

Dec2007.pdf (accessed 4 December 2009). 
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continued in the 2000s. In 2001, for instance, the political tensions among different 

elite groups have reached its peak with the emergence of the Democratic Choice of 

Kazakhstan; against few challenges to President Nazarbayev’s one-party rule, 

President Nazarbayev has been using revenue from natural resources to co-opt the 

opposition.  

Viewed in this context, there are several changes in domestic political 

conditions that need to be addressed in explaining the increasingly aggressive 

indirect expropriation methods by the Kazakh government: In addition to above-

mentioned growing civil unrest, there are also upcoming political changes in 

Kazakhstan as President Nazarbayev will be turning 72 in 2012. Speculating on the 

possibility of President’s death or incapacitation,
42

 the political tensions have 

heightened with increasing number of elite factions.  

In sum, on top of such possible speculations based on domestic political 

conditions, this thesis investigates the motivations of the Kazakh government 

(elites) and following responses and strategies of IOCs to explain why, despite 

contending projections, Kazakh government is pursuing more aggressive measures 

of indirect expropriation methods – increasing prevalence of economic resource 

nationalistic policies in Kazakhstan. 

                                           
42

 Horizon (2012) “Outlook for Kazakh Oil and Gas: Government Strategy, Power-Brokers 
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2. Previous Studies 

 

 

In order to find explanations for current phenomenon of economic 

resource nationalism and increasingly aggressive indirect expropriation methods in 

Kazakhstan, this research has surveyed relevant literatures to first distinguish the 

definition of economic resource nationalism. Then, the study is expanded to a brief 

introduction of existing literatures on Kazakhstan and its oil sector that this 

research finds relevant. Most importantly, this research also incorporates a 

thorough overview of existing theories that have important implications on current 

phenomenon in Kazakhstan, which are in turn addressed as inadequate in 

explaining the motivations of Kazakh elites and the actions and responses of IOCs.  

 

 

2.1 Resource Nationalism and New Resource Nationalism 

 

Economic resource nationalism, as already briefly explained in the 

previous section, is the core phenomenon that this research concentrates on. 

Therefore, in order to clearly outline the definition of the phenomenon and make 

clear distinction from terms that are often wrongly used interchangeably – e.g. 

resource nationalism, new resource nationalism, revolutionary resource nationalism, 

economic resource nationalism, legacy resource nationalism, and soft resource 

nationalism – this research finds it necessary to clearly trace the origin of the terms.  



17 

  

To begin with, when it comes to the term resource nationalism, it refers to 

the phenomenon that emerged in the 1960s when the host governments of resource-

rich developing countries began to enforce nationalization of their natural reserves, 

which were formerly contracted to the foreign investors and multinational 

corporations (hereafter MNCs).
43

 This was a counter-phenomenon to previous 

environment that prevailed in the post-Second World War era when many large 

multinational resource-extractive corporations located in the resource-abundant, 

developed countries have been active in the overseas extension of their domestic 

operations; with accumulation of the technology, experience, and financial capacity 

in natural resources market structure, these corporations have become oligopolistic 

based on their vertically integrated system in extracting the natural resources. The 

transnational behavior of these extractive corporations, therefore, has long been 

driven by corporations’ specific goals of optimizing their overseas production for 

profit maximization. During the periods after the Second World War, these 

corporations were able to strike favorable deals in resource-rich developing 

countries,
44

 as the host governments of these countries had no choice but to accept 

the foreign investor’s terms – technological deficiency coupled with desperate 

financial needs for growth; the host governments also perceived their natural 

                                           
43

 Park, Tong-Whan, Farid Abolfathi, and Michael Ward (1976) “Resource Nationalism in 

the Foreign Policy Behavior of Oil Exporting Countries (1947-1974),” International 
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Economic Survey (MEES) (2006) Vol.49, p 39.; Stevens, Paul (2008) “National oil 
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Vol. 1, No. 1, p 8. 
44
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Resources (Edited by Bruce Mckern), United Nations Library on Transnational 

Corporations, Vol 10, 1993, pp. 111-125. 
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resources, when discovered, as a windfall, willing to accept almost any financial 

return the foreign investors and corporations were willing to offer.
45

 

This two-party perception of the world, between industrialized/developed 

countries and developing countries, originates from the literatures on economic 

imperialism that developed in the immediate post-Second World War world. 

According to representative studies by Prebisch (1950, 1959)
46

 and Singer (1950)
47

, 

the world was interpreted as divided between industrialized and developing 

countries. In application of natural resources sector under this view, the 

industrialized countries were the often relatively resource-poor processors of raw 

materials; and developing countries were the relatively resource-rich providers of 

raw materials.
48

 And the adherents of this view held that the “imperial” processors 

of raw materials “enjoyed a special, one-sided collective power” to exploit, and had 

interest in exploiting the resource-rich developing countries – “their economic 

colonies.”
49

  

In this respect, the 1962 General Assembly Resolution on Permanent 

Sovereignty over Natural Resources
50

 had been an effort to protect the resource-

rich countries by recognizing their “basic constituent of the right to self-

                                           
45

 Ibid. 
46

 Prebisch, Raul (1950) The economic development of Latin America and its principal 

problems, The United Nations Economic Commission for Latin America, New York.; 

Prebisch, Raul (1959) “Commercial policy in underdeveloped countries,” American 

Economic Review, Vol. 49, pp. 261-264. 
47

 Singer, Hans (1950) “The distribution of gains between investing and borrowing 

countries,” American Economic Review, Vol. 40, pp. 477-489. 
48
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49
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50
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determination” and “permanent sovereignty” over their natural resources; the 1974 

Declaration on the Establishment of a New International Economic Order
51

 and 

1974 Charter of Economic Rights and Duties of States
52

 also followed, reinforcing 

the perception that the host governments’ sovereignty over their natural resources 

should be protected from exploitative practices of MNCs. Following suit, resource-

rich developing countries in the post-Second World War began to consolidate their 

sovereignty through independent use of their natural resources and revenues – 

practices that were soon to be termed as resource nationalism. In numerical terms, 

there had been a total of over 73 nationalizations since the 1960s.
53

  

Following the phenomenon’s prevalence, there had been significant 

accumulation of studies that focused on definition of the phenomenon. Although 

disparate in their approaches, the studies ostensibly deal with the definition of 

resource nationalism; it is described as “the verbal and/or behavioral assertion of 

national interests and control in the extractive industries”
54

; “national ownership 

and control of natural resources.”
55

 In more recent studies, it has been defined as 

‘‘nations wanting to make the most of their endowment”
56

; in a broader contextual 

understanding of the phenomenon, Stevens(2008) further characterized resource 

nationalism as the “battle between national interests and foreign influences” in the 
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oil and natural gas sectors
57

 and assumed that current resource nationalism to have 

two components: 1) “Limiting the operations of private international oil companies 

(IOCs)” and 2) “Asserting a greater national control over natural resource 

development.”
58

 Although these definitions do not fit together seamlessly, we can 

nevertheless work across them to define resource nationalism as the following: 

Resource nationalism is a phenomenon in which the host government of resource-

rich developing country nationalizes their natural reserves that were formerly 

contracted to the foreign investors and extractive MNCs (including IOCs). This 

phenomenon of resource nationalism, however, as shown in <Figure 5>, virtually 

disappeared in the 1980s and 1990s as oil prices came down.  

 

<Figure 5> Number of Oil Expropriations and Oil Price Deviation, 1910-2006
59
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In respect to “new resource nationalism,” many scholars began to use the 

term to refer to the reemergence of resource nationalism, a phenomenon thought to 

be all but dead since 1980s and 1990s.
60

 As shown in <Figure 5>, ever since 2000s, 

the number of expropriations has reemerged as oil prices climbed back to 1970s 

levels
61

; the threats of tax increases, renegotiation of terms, larger participation of 

state-owned companies and ultimately nationalization have become quite common 

in resource-rich countries, including Kazakhstan.  

To be more specific, within new resource nationalism, Bremmer and 

Johnston (2009) distinguished four variants of patterns in policy, regulation, and 

overall approach to the control of natural resources by the host government of 

resource-rich countries <Table 3>: 1) Revolutionary resource nationalism: (e.g. 

Russia and Venezuela) As the most notorious case of resource nationalism – direct 

and outright expropriation methods; for instance, Russia early this year pressed 

both BP and Shell
62

 into turning over majority stakes in Russian gas operations to 

state-owned Gazprom; in early 2007, Venezuela’s President Hugo Chavez gave 

some of the world’s biggest oil companies a choice between giving up a majority 

part of their projects to a state-owned company and experiencing a complete 

nationalization of operations in Venezuela’s Orinoco River basin; ultimately, Exxon 

and ConocoPhillips opted to leave, while BP and Norway’s Statoil decided to stay; 

                                           
60
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Bolivia nationalized gas and oil fields
63

; and Ecuador used troops
64

 to take over 

Occidental Petroleum’s holdings; overall these are cases using direct expropriation 

methods to consolidate state power through larger control on natural resources; 2) 

Economic resource nationalism: (e.g. Kazakhstan) The phenomenon is outlined as 

“Shifting a larger share of commodity revenues from international to domestic 

hands”
65

 using the means of indirect expropriation methods – changing tax codes, 

levying new royalties, raising export duties, increasing regulations of the industry 

concerning the environment, hiring of domestic workers, transfer pricing, and 

overall expanding of the role of the state-owned company; 3) Legacy resource 

nationalism: (Mexico in 1930s and Kuwait in 1960s) Nationalization of oil assets is 

central to national political and cultural identity of the country with intractable 

opposition from the national parliament/public to international investments; in 

Mexico, “public opposition to allowing foreign ownership of hydrocarbons runs 

deep”; in Kuwait, the royal family has been unable to overcome the opposition 

from the national parliament in receiving international investment to the “Project 

Kuwait” – a plan to develop the country’s large northern oil fields
66

; 4) Soft 

resource nationalism: (e.g. UK, Australia and other OECD countries) Softer 

economic resource nationalism pursued by largely the democratic, liberal and 

capitalistic countries that avoid contract cancellation and instead abide by given 
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regulatory and legislative channels; also, since there are no national oil companies 

(hereafter NOCs), resource nationalism is “confined to fiscal measures, especially 

taxes and royalties.”
67

 

 

<Table 3> New Categories of Resource Nationalism 

Category 

Revolutionary 

Resource 

Nationalism 

Economic Resource 

Nationalism 

Legacy Resource 

Nationalism 

Soft Resource 

Nationalism 

Given 

Definition 

Nationalism along 

with broader 

political and social 

upheaval (Putin, 

Chavez – power 

transfer and 

consolidation) 

-Forced 

renegotiation of 

existing contracts 

-Wrenching away 

with little/no 

compensation 

Under stable political 

environment (turnover 

in elected gov/unelected 

power elites not a 

necessary precondition).  

-Shifting a larger share 

of commodity revenues 

from international to 

domestic hands. 

-Gov’s fiscal take is 

more important than 

actual control or 

ownership of the 

projects 

Nationalization of 

oil assets is central 

to national political 

and cultural identity 

of the country  

-Intractable 

opposition from the 

national  

parliament/public to 

international 

investments 

Same motivations in 

pursuing economic 

resource 

nationalism, but 

generally avoid 

tearing up existing 

contracts  

-Through 

established 

regulatory/ 

legislative channels  

-Absence of state-

owned national oil 

companies -> 

resource 

nationalism 

confined to fiscal 

measures–taxes & 

royalties 

Goal 

Economic and 

Political goals 

(Larger government 

fiscal take) 

Larger government 

fiscal take 

Nationalization of 

oil assets 

Larger government 

fiscal take 

Means 

Direct expropriation 

methods: 

-Forced 

renegotiation of 

existing contracts 

-Wrenching away 

with little/no 

compensation 

Indirect expropriation 

methods  
- 

Indirect 

expropriation 

methods 

(established 

regulatory and 

legislative channels) 

Main 

Cases 
Russia, Venezuela 

Kazakhstan, Algeria, 

Mongol 
Mexico, Kuwait 

Brazil & OECD 

(esp. UK, Australia) 

*Chart based on the new categories of resource nationalism presented by Ian Bremmer and 

Robert Johnston 
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Distinctions of these new categories are made clearer in Lim’s 

recategorization (2011) of Bremmer and Johnston’s framework <Table 4>.
68

 

According to Lim, there are two distinctive trends of resource nationalism: 1) New 

resource nationalism – which identify the new trends that were not present in the 

1970s’ cases; and 2) Traditional resource nationalism – which identify the 

continuation of resource nationalism that started in the 1970s; Lim perceives 

Bremmer and Johnston’s legacy resource nationalism to be equivalent to this 

notion of traditional resource nationalism (e.g. Saudi Arabia and most of Middle 

East Countries, and Mexico). And most importantly, this new resource nationalism 

is segmented into three categories that were proposed by Bremmer and Johnston: 1) 

Revolutionary resource nationalism – cases in which resource-abundant countries 

are outwardly re-nationalizing their natural reserves (e.g. Russia, Venezuela, 

Bolivia, and Ecuador); 2) Economic resource nationalism – cases in which host 

governments of resource-abundant countries are using indirect expropriation 

methods to shift larger share of revenues from IOCs to host government (e.g. 

Kazakhstan, Algeria, and Mongol); and 3) Soft resource nationalism – cases in 

which, especially developed resource-rich countries strictly abide by regulatory and 

legislative channels to increase their revenues from extraction of their natural 

resources (e.g. Brazil and OECD countries like Australia and UK).  
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<Table 4> New Resource Nationalism: Category & Cases
69

 

Category 

New Resource Nationalism 

Traditional Resource 

Nationalism 

(Continued) 

Revolutionary 

Resource 

Nationalism 

Economic 

Resource 

Nationalism 

Soft Resource 

Nationalism 

Legacy Resource 

Nationalism 

Background 

Political and 

social upheaval, 

high oil price 

High oil price High oil price 

Intractable opposition 

from the national  

parliament/public to 

international 

investments 

Goal 

Restriction on 

natural resources, 

natural resources 

as “energy 

weapon” 

Larger 

government 

fiscal take 

Larger government 

fiscal take, 

prevention of 

abusive use of 

natural resources 

- 

Means 

Nationalization, 

increase in 

taxation, 

strengthened 

regulations, 

forced 

renegotiation of 

existing contracts 

Shifting to gain a 

larger share,  

Increase in 

taxation, 

strengthened 

regulations, 

renegotiation of 

contracts 

Increase in 

taxation, 

strengthened 

regulations 

Prohibition of 

international 

investments 

Main Cases 

Russia, 

Venezuela, 

Bolivia, Ecuador 

Kazakhstan, 

Algeria, Mongol 

Brazil & OECD 

(esp. UK, 

Australia) 

Saudi Arabia and most 

of Middle East Oil-

exporting countries, 

Mexico 

* Original chart is provided in Korean – recategorization of new categories of resource 

nationalism first put forth by Ian Bremmer and Robert Johnston (2009) 

 

In short, resource nationalism can be summarized into two waves: 1) First 

wave: 1970s resource nationalism that can be termed as traditional resource 

nationalism (Lim) or legacy resource nationalism (Bremmer and Johnston); and 2) 

Second wave: 2000s new resource nationalism, comprised of revolutionary 

                                           
69
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resource nationalism, economic resource nationalism, and soft resource 

nationalism. 

 

 

2.2 Kazakhstan and its Oil Sector 

 

In regards to previous studies on Kazakhstan’s economic resource 

nationalism, many studies remain as a report-type, descriptive summary of recent 

implementation of different policies
70

 or comparative studies on resource 

nationalistic behaviors of the Kazakh government among neighboring states that 

include Russia
71

, Azerbaijan
72

, and other former Soviet republics
73

 – seeking for 

similarities and differences on the backdrop of Soviet legacy of strong 

presidentialism or neopatrimonialism. 

Quite a few recent papers have addressed Kazakhstan in relation to the 

phenomenon of economic resource nationalism. One paper identified Kazakhstan 

as the case of economic resource nationalism and called the situation where the 

‘‘producer countries have moved to maximize revenue from present oil and gas 

production.” According to Bill Farren-Price of MEES, fiscal benefits are the most 
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important factor for Kazakhstan case. Gorst also terms the recent resource 

nationalism in Kazakhstan as “market-friendly resource nationalism.”
74

 Although 

some papers do not use the exact term, economic resource nationalism, their 

implications are similar: Reich (2010), for instance, defines Kazakhstan as a case 

of “constrained resource nationalism” by identifying various technological and 

fiscal constraints of Kazakh government that limit the ability to directly nationalize 

the foreign assets.
75

  

For those papers that directly share the term “economic resource 

nationalism,” an example is the paper by Kennedy and Nurmakov, which notes on 

the change in the government’s negotiating power since the rise of oil price in 2001. 

The study further identifies expansion of government’s role in the natural resources 

sector by illustrating changes in the tax codes, new royalties, export duties, 

penalties, regulations, and overall expansion of the role of state-owned oil 

company Kazamunaigas
76

 – various indirect expropriation measures that Bremmer 

and Johnston (2009) identify as policies of economic resource nationalism. 

Despite decent amount of studies that identify the phenomenon of 

economic resource nationalism in Kazakhstan, the theoretical approaches that 

analyze the changing relationship between Kazakh government and IOCs remain 

meager. Even for the few that have concentrated on Kazakh domestic elites and 
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their approaches to natural resources,
77

 the explanations are unclear why Kazakh 

government is pursuing increasing degree of indirect expropriation methods in the 

post-2008 period. 

 

 

2.3 Previous Theoretical Explanations 

 

In reference to theoretical approach to the overall phenomenon of resource 

nationalism, there are significant implications to draw from them that, at first 

glance, there may seem to be in no need for separate case analysis of Kazakhstan’s 

economic resource nationalism. However, after thorough analysis of each theory 

that this research finds relevant, it will be argued that the implications are worthy 

but lacking in comprehensive explanation for why Kazakh government is 

practicing current policies of stronger indirect expropriation methods. 

 

As the most prevalent line of resource nationalism studies, many scholars 

have focused on the analysis of bargain power mechanism between the host 

government (domestic elites) or NOCs and IOCs. During the 1970s, for instance, 

Vernon identified the phenomenon of resource nationalism as IOCs’ “obsolescing 

bargain” – the shift in relative bargaining power from investor to host government 

after investments have been sunk
78

; the bargaining relations between IOCs and host 

country government change based on their dynamics of complementary or 
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contrasting goals, resources, and constraints.
79

 This Obsolescing Bargain Model 

(hereafter OBM)
80

 seems to be comprehensive and explanatory in analyzing the 

behaviors of underdeveloped resource-rich countries; without due technology and 

knowhow, underdeveloped resource rich countries lack their capacity to extract 

their given natural resources. Therefore, the initial bargain is more favorable to 

IOCs as the host government has to offer locational incentives to attract IOCs and 

FDI. However, as the host government gradually ascends the learning curve, 

absorbing both the administrative and technical know-hows in the field, IOCs’ 

initially larger relative bargaining power naturally lessens and shifts to the host 

government – the host government becomes less resource dependent on the IOCs 

as there are more likely to be emergence of local competitors and in many cases 

state-run enterprises. Not only the host government’s improved capability but also 

the IOCs’ sector-specific investments in the host country including its previous 

investments and capital assets – “sunk costs” – become a good leverage for host 

country government to bargain with IOCs. Now the host government may impose 

more conditions on the IOCs, ranging from extreme cases of nationalizing IOCs’ 

assets to higher taxation and increasing the host government’s revenue share from 

the extraction of their natural resources. So in this sense, the original bargain IOCs 

held over the host government obsolesces, giving OBM its name.  

                                           
79

 Vernon, Raymond (1977) Storm over the Multinationals: The Real Issues. Cambridge, 

MA: Harvard University Press; Kobrin, Stephen (1987) “Testing the bargaining hypothesis 

in the manufacturing sector in developing countries,” International Organization, Vol. 41, 

pp. 609-638; Grosse, Robert and Jack N. Behrman (1992) “Theory in international 

business,” Transnational Corporations, Vol. 1, pp. 93-126. 
80

 Vernon, Raymond (1971) Sovereignty at Bay: The Multinational Spread of US 

Enterprises. New York: Basic Books. 



30 

  

For OBM, the phenomenon of economic resource nationalism may be 

straightforward as a case when state’s bargain power is not strong enough to seek 

full expropriation as cases in revolutionary resource nationalism; IOCs’ bargain 

power has not fully obsolesced in Kazakhstan that the host government has no 

option but to use indirect expropriation methods, like taxation, tariff rates, 

expansion targets, and performance levels in their favor to gain higher fiscal take in 

times of rise in oil price. And IOCs in Kazakhstan have significant sunk costs since 

their investment in early 1990s that they cannot exit previous contracts despite 

growing expropriation tendency of Kazakh government. 

Despite OBM’s explanatory framework, it is not without weaknesses and 

criticisms in sufficiently analyzing the phenomenon of economic resource 

nationalism. First of all, unlike the positive correlation between bargain power and 

level of expropriation methods, illustrated by the OBM, there are some 

counterfactual cases – when these two variables do not coincide. For instance, there 

may be cases when IOCs’ bargain power may not have obsolesced, even if host-

government seems to be exerting stronger control over IOCs; the rise in oil price 

may also benefit the IOCs that the changing demands of host government may not 

be burdensome; it is unclear whether the acceptance of host-government’s terms 

can be directly translated to IOCs obsolescing bargain power; IOCs may have 

decreased their relative share from total revenue, but their absolute gain from the 

natural resources can be still higher. In a similar context, Grosse and Behrman 

found that if IOCs can supply the host government with new investments (ranging 

from new technology, access to export markets, and products), the bargain power 
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of IOCs may remain from obsolescing
81

; despite IOCs agreement to changes in 

contract, host governments may be as much as dependent on IOCs as they have 

been before. Moreover, scholars like McKern (1993) points out that host countries 

also find their bargaining priorities not only in fiscal benefits but also other benefits 

that can be both direct and indirect political and social advantages. The political 

and social benefits from the management of revenues from natural resources (e.g. 

maintaining political stability and welfare system), for instance, may provoke host 

government’s opportunistic behaviors. Thus, even when IOCs bargain power is not 

obsolescing, host governments may pursue their opportunistic behaviors.  

In short, the OBM model overlooks the fact that depending on the goals, 

resources, and constraints of host government and IOCs, the bargain power of 

contending parties may remain unaltered despite changes in their behaviors and 

strategies – that it is not about the balance of bargain power, but rather a matter of 

different motivations and strategies. And considering Kazakhstan, a country in 

which strong domestic elites maneuver the policymaking process, including in the 

natural resources sector, understanding of domestic political factors of Kazakhstan 

is vital to clearly outline the goals and constraints of the actions of Kazakhstan 

(goals and constraints of behaviors of domestic elites); regardless of obsolescing 

bargain power of IOCs in Kazakhstan, it may be that Kazakh government has no 

option but to pursue more aggressive expropriation methods in order to earn 

enough income to maintain their power in the government. Once again, without 

observing the extent of Kazakhstan’s domestic political conditions, the balance of 
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bargain power remains inconspicuous.  

 

In continuation of theory search as an attempt to explain Kazakhstan’s 

economic resource nationalism, the rentier state theory is also noteworthy. This 

theory is formerly proposed by Hussein Mahdavy as a landmark study on political 

and economic history of the Middle East. Basically, in reference to the 1951-1956 

period – during which radical nationalizations transformed ex-colonial exploitative 

models of foreign oil industry in developing countries – Mahdavy calls the actions 

of resource-rich countries in the Middle East as “fortuitous statism”; Mahdavy 

argues that massive amounts of foreign currency and credit generated from natural 

resources have turned at least some oil-producing countries into rentier states, 

despite capabilities for industrialization as alternatives for rentierism. In this work, 

Mahdavy defines a rentier state as a state that receives huge amount of rents from 

foreign individuals, enterprises, or governments.
82

 The economists Hazem 

Beblawi and Giacomo Luciani (1987) extend upon this concept and further argue 

that the economy in such states is dominated by various external rents (e.g. from 

natural resources, foreign financial aid, pipelines transit rents, foreign rents and etc): 

Countries that obtain rent mainly from natural resources are distinguished as “first 

grade” or pure rentier states, which are much more likely to become autocratic than 

semi-rentier states or “second grade” – the states that earn some part of their rents 
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from natural resources.
83

 To be more specific, for Beblawi, there are four 

distinguishing characteristics of a rentier economy: 1) rent situation is predominant; 

2) rents have to be external rents; 3) only few government leaders are engaged in 

the generation of rents; and 4) the government is the principal recipient of the 

external rent. By the fact that only a few elite individuals act as rentiers,
84

 rentiers 

can be defined as an autonomous social group
85

 with a rentier mentality
86

 and a 

rent-seeking culture.
87

  

 The main implication of the rentier state theory on resource nationalism is 

that rents from natural resources give the state a level of legitimacy. Such a state is 

an “allocation state” than a “production state” which does not depend on domestic 

sources of revenues; the primary aim of an allocation state is to spend money on 

image oriented projects, delivering revenues for domestic elites that are involved in 

the extraction of the resource revenues
88

 – the state is freed from the need to 

extract income from the domestic economy or taxation; the government can afford 

large public expenditures without taxation.
89

 Therefore, in the allocation state like 

Kazakhstan, rents from natural resources accrue directly in the hands of the state, 
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and loyalty to the state is created through patron-client networks which help to 

increase political stability, giving the government a certain measure of 

legitimacy.
90

  

In short, the rentier state theory explains the motivations of host 

governments in resource-rich developing countries to choose practices of resource 

nationalism. Although quite applicable in framing both the practices of economic 

resource nationalism and the influence of domestic political elites in Kazakhstan 

(with the goal of legitimizing and co-opting the continued dominance of power 

under President Nazarbayev), one criticism may be that the theory largely 

overlooks the actions of counterparts, the IOCs. The motivations and goals of IOCs 

in respect to growing aggressive tactics of Kazakh elites remain unanswered.  

 

Moreover, Mommer (2000) tried to define the bargain system between the 

host government and IOCs by framing the relationship into a “landlord-tenant” 

relationship.
91

 Under this framework, the landlord refers to the host government 

who owns the natural reserves, emerging in the post-Second World War as the 

power of international tenant companies began to lose its power in the resource-

rich developing countries; the tenant refers to the IOCs who reside within the 

landlord’s territory for their businesses. And as the central argument, the oil market 

is generalized into three periods, each characterized by the dominance of: 1) 
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“international tenant companies”
92

; 2) “landlord states”
93

; and 3) consuming 

countries.
94

 The study points out the period of active nationalizations in the 1970s 

as the period of landlord states, during which the governments took control over 

the international tenant companies by establishing equity participations of 50%, 

60%, or in most cases 100%.
95

 

Implications of the landlord-tenant relationship, although, significant in 

the efforts to frame the bargain power balance between resource-rich developing 

countries and IOCs, are lacking in its explanatory power in respect to the 

phenomenon of economic resource nationalism. Without addressing specific 

factors that cause the power dominance among the three parties (tenant companies, 

landlord states, and consuming countries), the framework remains as a descriptive 

and static definition of the phenomenon. Defining the bargain power balance at 

only one point of time, the framework also fails to track the dynamic process of 

changing causes and interests of Kazakh government and IOCs in respect to their 

strategies.  

 

Another perspective that this thesis has observed is the relatively recent 

efforts to analyze resource nationalism in relation to understanding the 

determinants of FDI in natural resources sector. In fact the OBM introduced by 

Vernon in his seminal work, Sovereignty at Bay, was one of the models developed 

from Vernon’s attempt to focus on the economic, social and political consequences 
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of FDI for home and host countries. Also, inferences to what Bremmer and 

Johnston call economic resource nationalism can be found in the paper by 

Kretzschmar et al, where they discuss on governments “consolidating ownership 

over strategically important domestic oil and gas resources, effectively limiting 

corporate foreign direct investment” against a global trend toward the privatization 

of state assets.
96

 As the focus of the study by Kretzschmar et al. is on illustrating 

the overall growth of state control over oil and gas assets during the time span from 

2000 to 2006 and identifying resource sector specific attributes that determine state 

asset control and corporate FDI for the oil field assets, the study connects resource 

nationalism to the pattern of FDI in natural resources sector – resource specific 

attributes (ownership and location) enable the “state to behave differently toward 

strategic oil and gas FDI than other asset classes (banks and financial services).”
97

 

Also recent studies by Bortolotti and Faccio (2008) and La Porta et al. (2002) also 

infer to the phenomenon of economic resource nationalism by identifying the 

conditions of “post-privatization” as where states still retain “significant asset 

ownership and control stakes” – an attribute to be prevalent in the oil and gas 

sector.
98

 Studies on resource nationalism in most finance research focus on the 

determining the factors that discourage the level of FDI, such as political risk and 

inefficient legal frameworks. Bortolotti and Faccio (2008) specifically find that 
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governments tend to retain modest ownership positions in countries with strong 

legal systems but retain large control in countries with weaker legal investor 

protection.
99

  

In the retrospect, the implications of domestic government conditions are 

clear and explanatory for Kazakh government’s stricter policies of economic 

resource nationalization. Also, overall, the reasons why resource-rich developing 

countries limit their direct expropriation methods can be explained by looking at 

the perspectives of host governments toward FDI: FDI now comes in packages that 

include investments in overall infrastructure and the necessary technology in 

extracting the resources. Therefore, considering the low technical and financial 

capacity of developing countries, the host governments have significant incentive 

to prevent driving out foreign investors from their country. In this respect, the 

economic resource nationalistic policies in Kazakhstan may be self-explanatory as 

of why the Kazakh government/Kazakh elites is/are pursuing restrained version of 

resource nationalism. However, what is still inadequate in the FDI approach is the 

tendency to generalize Kazakhstan’s domestic political conditions as one of the 

many autocratic resource-rich developing countries, without due observation in the 

domestic political conditions and their implications on Kazakhstan’s policies 

toward the IOCs. Moreover, considering the recent falling trend of FDI inflow in 

Kazakhstan <Figure 4>, it is still puzzling why Kazakh elites are pursuing stricter 

expropriation strategies. 

 

In addition to the models that focus on the bargain dynamics between the 
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host government and IOCs, there are also significant amount of studies that have 

tried to explain the behaviors of resource-rich developing countries by linking the 

phenomenon to the rise and fall of the oil price. The correlation is in fact one of the 

immediate observational factors: As shown in <Figure 5> in the previous section, 

the number of nationalizations of oil assets coincides with the rising oil price; once 

the oil price falls to the 1980s and 1990s levels, nationalizations cannot be 

observed in the graph, while there is reemergence of nationalizations as the oil 

price hikes again in 2000s.  

The view is well represented by Wilson’s Petro-Political Cycle (1986).
100

 

It is a model of politics of the world oil market, which argues that the direction of 

market politicization (toward host government or IOCs) is “a direct function of the 

boom-and-bust phase of the market.”
101

 In other words, when there is rise in oil 

price, oil-exporting governments (resource-rich developing countries) will gain the 

leverage, while when there is fall in oil price, the buyers (foreign investors 

including IOCs and oil importing-governments) will gain leverage. Based on such 

mutual cycle between oil price and politicization of the market, Wilson further 

notes that host governments of resource-rich developing countries will have higher 

incentive to alter the basic rules of the game during the rise in oil price. 

According to this model, however, it is unclear why the Kazakh 

government has restrained their expropriation methods to indirect ones (economic 

resource nationalism) since 2000s and also why Kazakh government is using more 
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aggressive tactics in the recent years. Moreover, as a counterintuitive to Wilson’s 

Petro Political Cycle, it is also plausible that there is a reverse causality: The oil 

prices may be affected by changing strategies of host-governments against IOCs. 

For instance, at the global scale, the rise of oil prices may be due to the overlapping 

expropriation practices of many resource-rich countries, including Kazakhstan – by 

exerting control over IOCs and constraining the volume of natural resources 

produced, the imbalance between supply and demand may cause the rise in oil 

prices.  

 

To continue the review of oil price factor in relation to resource 

nationalism, it is also interesting how many scholars have connected the oil price 

and number of nationalizations to the stability of political institutions. In fact, this 

section of the theory search has been significant in designing the analytical 

framework for this thesis.  

First of all, according to Guriev et al, for instance, the rate of 

expropriation (in this case, policy of resource nationalism) is higher during period 

of high oil price, especially in countries with weak political institutions.
102

 In fact, 

the previous models above do touch upon, although without significant emphasis, 

the implications of political stability of resource-abundant developing countries in 

relation to the phenomenon of resource nationalism.  

Kobrin (1984) also notes on the tendency of low developing countries 
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(hereafter LDCs), which are more likely to have fewer checks on government, to 

expropriate foreign firms and exert control over them, when there is a boom in 

natural resources
103

; following LDCs tendency to have fewer checks on 

government, coupled with these countries’ growing managerial and technical 

capabilities, the risks of expropriation increase, finding the previous contracts 

harder to remain committed. And although Kobrin terms the phenomenon as the 

risks of expropriation, what the phenomenon refers to is the same as for resource 

nationalism – the practices of LDCs against extractive industries (including IOCs) 

for higher fiscal benefits.  

Moreover, as Baker et al. (1994, 2002) suggest, the contract between the 

host government and IOCs should be treated as a relational contract, in which the 

host government is both an enforcer and a contracting party.
104

 A clear implication 

from Baker et al.’s work is that the only protection for the IOCs is the host 

government’s interest in securing the IOC’s stable production and the amount of 

checks and balances in the government. Therefore, as counter arguments to what 

contract theory implies – that the government is better off without nationalization 

strategies in preserving the foreign investments
105

 – such view reveals how natural 

resources in countries like Kazakhstan are not a matter of external enforcement, but 
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a matter of domestic decision that are largely faltered by limited checks and 

balance system in the government. 

In this respect, the phenomenon of Kazakhstan’s economic resource 

nationalism may seem self-explanatory – with a political institution dominated by 

the central figure, President Nazarbayev and his close elites, the boom in oil sector 

along with the hike in oil price, the Kazakh government is more willing to 

expropriate IOCs by using indirect expropriation methods.  

However, despite seemingly explanatory implications, the studies still 

remain absent in analyzing what is causing the changes in the Kazakh government 

to enforce increasingly aggressive strategies of economic resource nationalistic 

policies. Also, why are IOCs remaining in the country? In fact, interpretation of 

both Kazakh elites and IOCs cost-benefit analysis based on oil price is a static 

approach, translating the costs and benefits at one point of oil price. Also, the 

relational contract perspective that frames the relationship between the Kazakh 

elites and IOCs remain inadequate: The framework cannot distinguish the short-

term and long-term gain approaches of Kazakh elites, nor the changing flow of 

interests and other factors that influence the dynamics between Kazakh elites and 

IOCs.  

 

Overall, there are important implications that are reflected from previous 

literatures on the phenomenon of resource nationalism, touching upon significant 

triggering factors like oil price and domestic political institution that change the 

bargain power balance between the resource-abundant developing countries and 

IOCs. However, as every theories and models are illustrated as inadequate, the 
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question on the origin of current stronger indirect expropriation methods in 

Kazakhstan remains without clear and direct case analysis, leaving the question as 

more or less a guesswork from previous studies.  
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3. Research Question 

 

 

What is puzzling about Kazakhstan’s case of economic resource 

nationalism is that despite what the term economic resource nationalism connotes, 

Kazakhstan is showing signs of more aggressive economic resource nationalistic 

policies. Taking into account of Kazakh government’s efforts to diversify its 

economy, especially since the financial crisis in 2008, and the growing unrest in 

the civil society and within domestic elites, it is questionable why Kazakh 

government is implementing strategies that may further deter Kazakhstan’s 

projection of market-friendly image to their foreign investors. Previous studies on 

Kazakhstan’s resource nationalistic policies also reflect that the studies remain 

dispersed and without theoretical framework to understand current dynamics 

between Kazakh government and IOCs.  

 Especially considering the descriptive but disparate accounts of Kazakh 

government’s management of natural resources and the political structure 

(Nazarbayev government and few elites), this research finds that the implications 

of domestic political structure and growing tensions among elites remain largely 

overlooked in respect to Kazakhstan’s economic resource nationalism. This is 

largely due to the assumption that Kazakh politics is, in many respects, similar to 

autocratic presidentialism found in other Central Asian countries.  

Against this backdrop, the purpose of this research is to analyze the 

phenomenon of economic resource nationalism in Kazakhstan, with respect to the 

implications of Kazakhstan’s domestic elites and their interests. The central 
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question that this research aims to answer is: Against the backdrop of an economy 

fueled by foreign investments and considering the aggravating foreign investment 

climate in Kazakhstan, why is Kazakhstan implementing increasingly aggressive 

strategies of economic resource nationalism?; what are the implications of the 

interests of Kazakh elites on Kazakhstan’s economic resource nationalism?
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II. Analytical Framework 

 

 

 

 

 

As outlined in the preceding sections, domestic political factors and the 

goals of Kazakh elites are what this research argues to be fundamental in 

answering why Kazakh government is pursuing even more aggressive tactics of 

indirect expropriation methods. The IOCs’ responses also need to be analyzed in 

correlation. For due research, this thesis proposes an analytical framework that 

concentrates on the interest-driven dynamics between domestic political elites (host 

government) and IOCs. Looking at the interests of Kazakh elites to be largely 

driven by the current domestic political situation for the Nazarbayev government, 

and IOCs’ interests to be in securing their access to Kazakh’s oil reserves, this 

research proposes a central analytical framework that incorporates the dynamics of 

these interests and the respective bargain dynamics between Kazakh elites and 

IOCs. 

 

 

  



46 

  

1. Domestic Elites 

 

As this research proposes, interpretation of economic resource 

nationalistic policies as equivalent to the interests of Kazakh domestic elites is well 

justified considering the dominance of President Nazarbayev and his close family 

and key elites over Kazakh government’s policymaking process, including the oil 

sector. In brief (details will be extrapolated in Chapter III), ever since the collapse 

of the Soviet Union, the evolution of Kazakhstan’s political system is best 

described as a continuous system-change where a variety of interest groups and 

institutionalized elites are in competition with each other for resources and political 

power. And there is more or less absence of a multiparty system and civil society 

where relations between administrative and industrial elites have become the main 

political arena. As previously mentioned, a super-presidential system of Kazakh 

government has been another key characteristic where the survival and success of 

key elites are based on personal contacts with President Nazarbayev.
106

 

Consequently, the competition among corporate actors is focused on the level of 

their access to President Nazarbayev.
107

 

Moreover, such emphasis on domestic political structure is further 

justified following the Waltz’s notion of second image – state – which refers to the 

argument that domestic political structures and characteristics are the causes of 
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international system and conflicts.
108

 Although Gouretivch proposes the reversal of 

Waltz’s second image, arguing that international political structure may be also 

causes of domestic political structure rather than mere consequences of domestic 

political structure,
109

 Waltz’s view is applicable to this research as the 

management of natural resources, especially in country like Kazakhstan with 

strong presidentialism and elite power, is in the hands of the host government – the 

host government is both the enforcer and contracting party (Baker et al.).
110

 

Especially considering the recent short-term gain approach of few elites that this 

research emphasizes, the indirect expropriation phenomenon is more suitable to be 

analyzed as an internal factor influencing (decisions of Kazakh elites) the external 

factor (IOCs; international system/oil market). 

In discussion of central elites as equivalent to host government, such an 

actor-specific approach to the definition of a state’s interest has been significant 

and widely practiced in international relations studies. According to Mills’ power 

elite theory, the decisions of government are made from a pyramid of power,
111

 

rejecting the pluralist view that decisions are made by diverse competing groups 

with varying interests. Mills’ seminal work, however, has been based on a 

developed country case, the United States. Decisions are made by a close-knit 

group around the President and a handful of cabinet members, large corporation 
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CEOs, and military officers, who are more or less presumed to respect civil 

liberties. For Kazakhstan’s case, such implications are unsuitable. However, the 

notion of power pyramid and the idea that a small group of elites make more or less 

all the government decisions in major political, economic, and social spheres are 

noteworthy implications for observing Kazakhstan’s resource nationalistic policies 

as equivalent to the interests of few domestic elites. 

Moreover, according to Milner, treating the state as a unitary actor may 

fall in the trap of distorting the phenomenon, revealing only part explanation of 

state behavior and corresponding international relations. In this respect, the 

structure of domestic preference formation holds the key to understanding the 

international phenomenon of resource nationalism. Milner further sets forth that 

there are three key domestic elites that form the preference structure: 1) the 

executive (the President or Prime Minister); 2) the legislature; and 3) other interest 

groups.
112

 And the policy preferences are derived from their basic interests – for 

political actors, for instance, they would aim to maximize their ability to secure 

their office and reelection.  
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2. Exit, Voice, and Loyalty & Economic Resource Nationalism 

 

 

As duly argued in the previous studies section, this research has sought for 

a theoretical approach to analyzing the current economic resource nationalism 

phenomenon in Kazakhstan. And for due framework that focuses and bridges the 

actions of domestic political elites and IOCs to the phenomenon of economic 

resource nationalism, this research proposes using the Hirschman’s Exit, Voice, and 

Loyalty model (1970).
113

 As apparent in the name of the model, Hirschman’s 

model first analyzed the dynamics between firms and consumers under the three 

categories of actions: Exit, Voice, and Loyalty. First of all, the behaviors of 

dissatisfied consumers can be analyzed into two: i) “some customers stop buying 

the firm’s products or some members leave the organization” – this is the exit 

option” and/or ii) customers or members of the organization may “express their 

dissatisfaction directly to management or to some other authority to which 

management is subordinate or through general protest addressed to anyone who 

cares to listen”
 114

 – this is the voice option. Based on analysis of the interplay of 

these two options, Hirschman investigates important conditions that cause the 

customers to choose exit option over voice option. In addition to the exit and voice 

option, Hirschman further introduces the notion of loyalty to provide more solid 

understanding the interplay of exit and voice – “special attachment to an 
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organization known as loyalty.”
115

 Loyalty is a key concept in the battle between 

exit and voice because: i) “members may be locked into their organizations a little 

longer and thus use the voice option with greater determination”
116

; ii) it also 

implies the notion of “disloyalty”
117

 that is exit. And this voice can be backed up 

by the threat of exit. This model is, as argued by Hirschman, applicable to various 

political, economic, and social relationships in social sciences; in short: Exit: 

“Ending or actively abusing the relationship” (threat of exit); Voice: “Actively 

attempting to improve conditions”; and; Loyalty: “Passively waiting for conditions 

to improve.”
118

  

The justification for why such Exit, Voice, and Loyalty model (hereafter 

EVL model) is applicable to investigation of economic resource nationalism 

phenomenon in Kazakhstan lies in continuation of what Baker et al. (1994, 2002) 

suggested (in Chapter I, Section 2 – Previous Studies); this research begins from 

the understanding that the contract between the host government and IOCs turn 

each other into both an enforcer and a contracting party.
119

 This is due to their 

mutual interests and dependence (host government in fiscal and technological 

resources of IOCs; IOCs in the vast amount of natural reserves in that specific 

country) that forms their relationship into a relational contract.  
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And in this respect, this thesis views the relationship between a firm and 

customers that EVL model originates from is also a relational contract that Baker 

et al. discussed: As the mutual dependence between the host government and IOCs 

may turn both actors into an enforcer and a contracting party (whichever party 

becomes the enforcer in the relationship has the power to exert control over the 

contracting party), the mutual loyalty between a firm and its customers in EVL 

model also turns these two actor group(s) into an enforcer and a contracting party. 

In other words, as long as both parties continue to find incentives to retain their 

relationship to each other, these parties do not exit. And depending on their 

differences in bargain power and their short-term and/or long-term interests, both 

of the parties may become the enforcer and/or contracting party in their 

relationship.  

Against this backdrop, when the EVL model is applied to the dynamics 

between host government elites and IOCs in respect to economic resource 

nationalistic policies, this research argues that the model is successful in 

encompassing the changing interests and actions (recent short-term driven 

approaches) of domestic political elites toward IOCs <Table 5>: Elites of the host 

government (dissatisfied/in need for other goals) can choose exit from their 

previous contract terms made with IOCs – direct exit option via direct 

expropriation methods (e.g. outright nationalization, confiscation, cancellation of 

IOCs assets and projects). However, as for Kazakhstan’s economic resource 

nationalism, Kazakh elites have not used exit option; voicing for higher fiscal 

return by limiting their actions into invoking changes and/or forcing renegotiations 

of previous contracts – indirect expropriation methods. In this respect, the elites’ 



52 

  

true intention is not exit but a change in contract terms (loyalty). In short, the 

domestic elites can be viewed as customers to IOCs who pay their loyalty in 

respect to the financial and technological quality (voice – what the elites want) of 

the IOCs. 

 

<Table 5> Exit, Voice, and Loyalty of Host Government & IOCs 

– Economic Resource Nationalism 

EVL 

Actors 
Exit Voice Loyalty 

Hirschman 

Model 

“Ending or actively 

abusing the 

relationship”120 

“Actively attempting to improve 

conditions”121 

“Passively waiting for 

conditions to improve”122 

“Special attachment”123 

consumers have for firms  

Host 

Government 

Exit (revolutionary 

resource nationalism) 

as outright direct 

expropriation and 

nationalization 

Actively attempting to improve previous 

contracts by making changes and 

renegotiating the contract terms; voicing 

out unfairness/dissatisfaction in previous 

contracts: economic resource nationalism 

– indirect expropriation methods  

The level of willingness 

for the host government to 

remain attached to 

previous contracts 

IOCs 

Exit from the contract 

or the country itself; 

Exit as threat 

Actively attempting to secure previous 

contracts and overall access to the host 

government’s natural reserves and 

investment environment 

The level of willingness 

for the IOCs to remain 

attached to the host 

government 

 

Similarly, the changing interests and responses of IOCs against increasing 

degree of indirect expropriation methods, the EVL dynamics can be also applied. 

For IOCs, the exit option is equivalent to exiting from the contract or the country 

itself. Their loyalty to the contract or the country depends on the investment 

environment (benefits, costs, risks of investment). The more the host country is 
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dependent on the services and resources of IOCs, the IOCs will be able to exercise 

more voice against the host government. In this respect, IOCs can be viewed as 

customers to the host government/elites who pay their loyalty in respect to the 

investment environment and stable and secure access to natural resources (voice – 

what IOCs want). To recap, the analytical framework this research proposes is an 

attempt to focus on the domestic political elites of the Kazakh government and the 

responses by IOCs, whose actions are categorized and analyzed under the three 

notions of EVL.   

 

 

2.1 Exit – As a Threat/Motivation  

 

For more detailed analysis and precise outlining of each notion, as to what 

part of actions and strategies of Kazakh elites and IOCs are categorized under each 

three notions of exit, voice and loyalty dynamics, and prevent the risk of 

overlapping or interchanging the three notions, the exit option can be specified as 

the following. 

According to Hirschman’s initial model, consumers become dissatisfied 

when their voice of dissatisfaction toward the firm continues to be ignored. Hoping 

for the firm to take their dissatisfaction into account, consumers may remain loyal 

to the firm, while they pursue exit as a threat to express their dissatisfaction. 

However, when the dissatisfied consumers come to realization that their voice will 
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continue to be unheard, they will ultimately choose to exit – “ending”
124

 – from 

their previous attachment to firms (loyalty) and opt for products offered by other 

firms.  

 In this respect, the actions of host government (domestic elites) can be 

considered as consumers in Hirschman’s initial model. In other words, the exit 

option for dissatisfied domestic elites from the previous contracts with 

International Oil Companies (IOCs) can be reasonably argued as the various direct 

expropriation methods pursued by revolutionary or traditional resource 

nationalism.
125

 Potential goals of the elites would be to increase their fiscal 

benefits from their natural resources through nationalization of foreign investors’ 

assets. The motivations may vary from economic to political goals. Especially in 

times of abrupt surge in oil price, domestic elites may be interested in gaining a 

windfall revenue at once. In respect to political goals, nationalization issue may be 

directly linked to consolidating a developing country’s sovereignty and 

legitimization of dominant political group, as we have observed in the previous 

studies.  

However, such exit option is restricted by some limitations, as for the 

Kazakh government. Technology and know-hows in the overall process of 

extraction of natural resources are significant factor in deterring resource-rich 

developing countries to nationalize and draw out foreign investors from their home. 
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Moreover, considering the constant supply of up-to-date technology, domestic 

elites may be also dependent on the fiscal support of the IOCs. Domestic elites also 

must take account of what kind of image they will portray by their decision to exit; 

outright expropriation/direct exit will signal a negative environment for investment 

and as result deter the inflow of FDI that usually come with a beneficial package 

for infrastructure development. In short, considering the threat of exit by IOCs, 

overall size of benefits at stake, exit option of domestic elites may be constrained 

<Table 6>.  

 

<Table 6> Exit for Kazakh Elites 

Hirschman Model 

“Ending or actively abusing the relationship”
126

  

i) Consumers will choose exit option when they are dissatisfied 

– when their voice is not received.  

ii) Consumers can also use exit option as a threat to express 

their dissatisfaction and make their voice accommodated.  

Exit Option for  

Host government 

(Kazakh elites) 

“Ending or actively abusing the relationship”
127

  

i) Nationalizing, confiscating foreign assets of IOCs – direct 

exit – outright and direct expropriation, revolutionary resource 

nationalism; 

ii) Exit option as a threat 

Potential Goals of Exit 

for Host government 

(Kazakh elites) 

i) Economic goals – short-term gain windfall approach 

ii) Political goals – sovereignty consolidation, legitimization of 

dominant power group, political agenda etc 

Limitations to Choosing 

Exit Option for Host 

government (Kazakh 

elites)/ Size at stake 

Overall threat of exit by IOCs 

i) Technology, know-hows in the extractive industry 

ii) Fiscal support 

iii) FDI attraction (dependence on foreign capital) 

iv) domestic political structure: possibility of bribery by IOCs 
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In consideration of IOCs and their exit option, the host government or 

domestic elites may be here interpreted as the enforcer or owner, and IOCs as 

consumers who seek for the product within the territories of resource-rich 

developing countries. The exit option for IOCs, then, would be exiting from the 

resource-rich developing country, relocating of their industry to other country. 

Possible goals of IOCs’ exit option will be in profit maximization. Depending on 

the business climate, accessibility to natural resources, overall cost of the 

extraction, and number of alternatives (locations) in comparison to the profits IOCs 

can incur from their investment, IOCs may choose to exit the country for the goal 

of profit maximization.  

 As for the IOCs’ exit option, there are limitations for IOCs in choosing 

the exit option. Locational limitations are huge for IOCs for oil is not present in all 

countries. It becomes a matter of how many alternatives IOCs have in terms of 

their relocation of their industry. Abundant untapped reserves, as in Kazakhstan, 

may be very attractive locational advantage that may hinder IOCs to choose exit. 

Also, sunk costs can also become a constraint. The amount of previous investment 

– the sunk costs – may prevent IOCs in choosing the exit option. In short, the 

possibility and cost of relocation in comparison to what IOCs can incur from their 

investment will be the control limitations on IOCs’ exit option. Similar to the host 

government’s exit option, the domestic political factors of resource-abundant 

developing country also have significance to the exit option of IOCs. Despite 

seemingly unstable investment atmosphere for foreign investors, the connections 

these foreign investors may create with key elites in the government may present 

foreign investors like IOCs with significant level of expectation and security based 
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on their insights to domestic conditions. Bribery and close connection to key 

decision-making elites may once again be a constraining factor for IOCs’ exit 

<Table 7>. 

 

<Table 7> Exit for IOCs 

Hirschman Model 

“Ending or actively abusing the relationship”
128

  

i) Consumers will choose exit option when they are dissatisfied 

– when their voice is not received.  

ii) Consumers can also use exit option as a threat to express 

their dissatisfaction and make their voice accommodated.  

Exit Option for IOCs 

“Ending or actively abusing the relationship”
129

  

i) IOCs: Exit from the resource-rich developing country; 

relocation of the industry in search of better investment climate 

ii) Exit option as a threat 

Potential Goals of Exit 

for IOCs in Kazakhstan 

i) Economic goals: profit maximization by securing the access 

to vast and rich reserves of natural resources; to prevent and 

escape from exploitation by domestic political groups 

Limitations to 

Choosing Exit Option 

for IOCs/ Size at stake 

Threat of host governments’ exit from the contract 

i) Locational limitation (Limited number of oil countries) 

ii) Sunk costs 

iii) Host government’s domestic structure: insights to host 

government’s conditions 

 

Therefore, when the exit options of both the host government (domestic 

elites) and IOCs are viewed together, as in <Table 8>, it is evident that host 

government’s exit option (cancellation of previous contracts) is limited by what 

IOCs can offer – the size at stake by exiting – and vice versa. In other words, both 

the host government and IOCs’ exit options are constrained by the threat of each 

others’ exit. Then, as shown, the connections foreign investors establish with 
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domestic political groups or elites function as constraining factor for both the host 

government IOCs in pursuing their exit option.  

 

 

<Table 8> Mutual Exits - Interdependence 

 Domestic Elites IOCs 

Exit Option 

“Ending or actively abusing the 

relationship”
130

  

i) Host government: 

Nationalizing, confiscating 

foreign assets of IOCs – direct 

exit, direct expropriation, 

revolutionary resource 

nationalism; 

ii) Exit option as a threat 

“Ending or actively abusing the 

relationship”
131

  

i) IOCs: Exit from the resource-rich 

developing country; relocation of 

the industry in search of better 

investment climate 

ii) Exit option as a threat 

Potential 

Goals of Exit  

i) Economic goals – short-term 

gain windfall approach 

ii) Political goals – sovereignty 

consolidation, legitimization of 

dominant power group, political 

agenda etc 

i) Economic goals: profit 

maximization by securing the access 

to vast and rich reserves of natural 

resources; to prevent and escape from 

exploitation by domestic political 

groups 

Limitations 

to Choosing 

Exit Option/ 

Size at stake 

Overall threat of exit by IOCs 

i) Technology, know-hows in the 

extractive industry 

ii) Fiscal support 

iii) FDI attraction (dependence on 

foreign capital) 

iv)Interpersonal channel 

(domestic political structure): 

bribery by IOCs 

Threat of host governments’ exit from 

the contract 

i) Locational limitation (Limited 

number of oil countries) 

ii) Sunk costs 

iii) Interpersonal channel (domestic 

political structure:Insights to host 

government’s conditions 

Outcome 

(Exit 

Dynamics) 

Economic resource nationalism (indirect expropriation methods) 

based on: 

i) Mutual understandings of threat of exits 

ii) Interpersonal connections between Kazakh elites and IOCs 

 

Application and analysis of mutual exits in Kazakhstan’s oil sector will be 

covered in the next chapters of the thesis. However, to put in short, the connections 

between the host government elites and IOCs are the key to the current dynamics 
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of phenomenon of economic resource nationalism – the reason why neither party of 

the contract is fully exiting is based on the political factors; Kazakh elites depend 

on IOCs for not only their technology and fiscal support, but also on the bribery 

IOCs offer, preventing exit option.  

At the same time, considering the recent surge in domestic political 

conditions in Kazakhstan (challenges to President Nazarbayev’s power, protests 

etc), IOCs remain relatively submissive to Kazakh elites’ growing number of 

tactics of economic resource nationalism; this is due to IOCs interest in 

restabilization of Kazakstan’s domestic situation to secure their presence and stable 

access to their invested area of oil reserves; in other words, their insights to the 

causes of actions of Kazakh elites are in part allowing the Kazakh elites to 

seemingly “actively abuse the relationship”
132

; also, IOCs clearly understand 

Kazakh elites’ threat of exit as a great opportunity loss, given the untapped 

abundant natural reserves in Kazakhstan, saturation of interest groups in other oil-

rich countries (lack of alternatives), and overall sunk costs from investments since 

1990s.  

 

 

2.2 Voice – Strategies 

 

                                           
132

 Rusbult, C. E., I. M. Zembrodt, and L. Gunn (1982) “Exit, voice, loyalty and neglect: 
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In Hirschman’s model, consumers voice their dissatisfaction directly to 

management or to some other authority,
133

 in attempt to actively improve their 

dissatisfaction on given conditions.
134

 In this respect, voice refers to the voicing 

out of the wants, from previous dissatisfaction. And the notion of voice is a key 

dynamics with the notion of loyalty, for depending on how much special 

attachments one party has to the other, the strategies of voice would vary in 

degrees. In this respect, it is useful to categorize different strategies to improve the 

initial dissatisfactions under the notion of voice. By doing so, this list of strategies 

under the notion of voice will be significant in determining the degree of each 

party’s threshold or measurement to the amount of loyalty each party has to one 

another and overall possibility of exit. 

 For Kazakhstan’s economic resource nationalism, then, Kazakh 

government elites’ strategies for voice remain restricted to indirect expropriation 

methods: Increase in tax, increase in revenue share, forced renegotiation of 

contracts, and so forth. Therefore, the degree of determination to exit to pursue 

their economic and political goals is not as strong and/or possible as in 

revolutionary resource nationalism cases in countries like Venezuela. In addition, 

one important aspect this thesis would like to emphasize is the existence of the 

inter-personal channel of voice between Kazakh elites and IOCs. In fact, 

considering the domestic political structure with strong presidentialism and 

powerful elites (to be discussed in the next chapter), this inter-personal channel is 

                                           
133
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the central-decision making process of diverse regulations that this research 

categorized as indirect expropriation methods. By using exit as a threat, Kazakh 

elites have been able to incur huge individual benefits from the bribery by IOCs 

<Table 9>. 

 

<Table 9> Voice – Strategies for Kazakh Elites 

Hirschman 

Model 

“Actively attempting to improve conditions”
135

 Consumers voicing their 

dissatisfaction directly to management or to some other authority to 

which management is subordinate or through general protest addressed 

to anyone who cares to listen
136

 : 

i) When their voice is not accommodated, consumers will choose to exit. 

ii) When the true intention is not exit due to prior loyalty, satisfaction, and 

investments, consumers will use voice option with greater determination 

(backed up by the threat of exit). 

Voice (List 

of 

Strategies) 

i) Indirect expropriation methods: e.g. tax rate change, revenue share, forced 

renegotiation, cancellation of projects etc. 

ii) Inter-personal channel: Bribery, interpersonal relations, private 

discussions, insights or information sharing 

  

In response to the voice of Kazakh elites, IOCs will also voice out using 

various strategies that include using exit as a threat, renegotiation of the contracts, 

filing for exemption, and signing of new contracts aside from oil sector, seeking for 

opportunities to thicken the special attachment the Kazakh government (elites) 

holds from the IOCs. Via inter-personal channels, IOCs also form key connection 

to Kazakh elites in Nazarbayev government through huge sum of bribery. Also, 

insights to current new sets of stricter policies by the Kazakh government will be 

                                           
135
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136
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important in determining how much threshold IOCs have against the Kazakh 

government <Table 10>. 

 

<Table 10> Voice – Strategies for IOCs 

Hirschman 

Model 

“Actively attempting to improve conditions”
137

 Consumers voicing 

their dissatisfaction directly to management or to some other authority 

to which management is subordinate or through general protest 

addressed to anyone who cares to listen
138

 : 

i) When their voice is not accommodated, consumers will choose the exit 

option. 

ii) When the true intention is not exit due to prior loyalty, satisfaction, and 

investments, consumers will use voice option with greater determination 

(backed up by the threat of exit). 

Voice (List 

of 

Strategies) 

i) Using exit as a threat, renegotiation of the contracts, filing for exemption, 

signing of new contracts aside from oil sector projects 

ii) Inter-personal channel: e.g. Bribery, interpersonal relations, private 

discussions, insights or information sharing 

 

 

2.3 Loyalty – Special Attachments 

 

 According to Hirschman, the notion of loyalty refers to the “special 

attachment”
139

 consumers have for firms, which make consumers, despite 

dissatisfaction, remain away from the exit option, “passively waiting for conditions 

to improve.”
140

 This kind of loyalty may be working as a “lock-in” effect that 

arises from consumers’ previous attachment to the firm due to causes like previous 
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investments, and product specificity. In this respect, the notion of loyalty refers to 

the limitations of exit option already outlined above – the reasons that keep both 

the host government and IOCs from choosing direct option of exit.  

Following this notion of loyalty, domestic elites of Kazakh government 

also retain “special attachment” to IOCs that vary from technological, financial 

supply of the IOCs, as well as to secure stable export markets of their oil assets. 

Considering the high dependence of state budget on oil revenue, shown in the first 

chapter <Table 2>, the technological and financial attachment to IOCs also directly 

translate to maintaining the political goals of Kazakh elites – legitimization of their 

continued power. In short, the special attachment Kazakh elites have to IOCs 

extends from catering of economic to political goals, playing critical role in 

restraining from the exit option. The technological and fiscal dependence of 

Kazakh elites on IOCs in the extraction of oil reserves is huge: Sharing of the 

overall cost, IOCs’ expertise and efficiency (time). Also, it is important to note that 

once again that the relations between Kazakh government (elites) and IOCs are 

largely based upon the inter-personal relations, as in the notion of voice. Not only 

do Kazakh elites and IOCs use their strategies of voice via regulatory and 

legislative channel, they also form special attachment (loyalty) to each other 

through the huge sum of bribery provided by IOCs – an important factor 

preventing the Kazakh government to pursue outright nationalization of foreign 

assets, in addition to fiscal and technological inadequacy <Table 11>. 
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<Table 11> Loyalty of Kazakh Elites 

Hirschman 

Model 

“Passively waiting for conditions to improve”
141

 “Special 

attachment”
142

 consumers have for firms  

i) This loyalty may work as a “lock-in” – prior loyalty, satisfaction, and 

investment keeping consumers attached to the firms despite their 

dissatisfaction. 

ii) Or consumers will exit if their voice remains ignored and thereby lose 

their loyalty to the firm. 

Loyalty 

i) Technology, know-hows in the extractive industry 

ii) Fiscal support 

iii) FDI attraction (dependence on foreign capital) 

=> domestic economy, society, and political stability dependent on the 

share of oil revenue extracted in help of IOCs 

iv) Inter-personal channel: Special attachment to bribery by IOCs 

 

In respect to IOCs’ special attachment to the Kazakh government is 

straightforward. First of all, IOCs are locationally attached to Kazakhstan as the 

vast amount of natural resources in Kazakhstan represent a land of great 

possibilities for IOCs, especially considering the recent surge of unrest in the 

Middle East. With limited number of locations for IOCs to invest, coupled with the 

opportunities Kazakhstan presents to IOCs, IOCs’ loyalty to Kazakh government 

remains significant. Secondly, considering the sunk costs, previous investments 

since 1990s (e.g. Chevron), IOCs’ attachment to Kazakh government cannot be 

nothing but large. Thirdly, IOCs’ inter-personal relations with key Kazakh elites 

who cater the dominant power of the President Nazarbayev are also functioning as 

a special attachment to Kazakhstan. Via this channel, IOCs maintain an important 

window to the prospect and motivations of Kazakh government. In comparison to 

the cost of outright exit and relocation of their exploration, the familiarity to 
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domestic political situation may function as to keep IOCs within Kazakhstan 

<Table 12>. 

 

<Table 12> Loyalty of IOCs 

Hirschman 

Model 

“Passively waiting for conditions to improve”
143

 “Special 

attachment”
144

 consumers have for firms  

i) This loyalty may work as a “lock-in” – prior loyalty, satisfaction, and 

investment keeping consumers attached to the firms despite their 

dissatisfaction. 

ii) Or consumers will exit if their voice remains ignored and thereby lose 

their loyalty to the firm. 

Loyalty 

i) Locational limitation (Limited number of oil countries, Kazakhstan’s 

rich amount of natural reserves – great potential) 

ii) Sunk costs 

iii) Inter-personal channel: IOCs’ key personnel attachment to key 

domestic elites in Kazakhstan 

 

 

2.4 Exit, Voice, and Loyalty Dynamics of Economic Resource 

Nationalism 

 

Based on the thorough identification of the goals, strategies, and 

limitations of Kazakh government (the elites) and IOCs under the threes notions of 

the EVL dynamics, the current phenomenon of economic resource nationalism can 

be summarized as the following <Table 13>. 
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<Table 13> EVL Dynamics of Economic Resource Nationalism 

 Kazakh Government (Domestic Elites) IOCs 

Exit 

i) Nationalizing, confiscating foreign assets 

of IOCs – direct exit, direct expropriation, 

revolutionary resource nationalism; 

ii) Goals:  

- Economic goals – short-term gain 

windfall approach 

- Political goals – sovereignty 

consolidation, legitimization of dominant 

power group, political agenda etc 

i) Exit from the resource-rich developing 

country; relocation of the industry in 

search of better investment climate 

ii) Goals 

- Economic goals: profit maximization by 

securing the access to vast and rich 

reserves of natural resources; to prevent 

and escape from exploitation by 

domestic political groups 

Voice 

(Strategies) 

i) Indirect expropriation methods: e.g. tax 

rate change, revenue share, forced 

renegotiation, cancellation of projects etc. 

ii) Inter-personal channel: Bribery, 

interpersonal relations, private discussions, 

insights or information sharing 

i) Using exit as a threat, renegotiation of 

the contracts, filing for exemption, 

signing of new contracts aside from oil 

sector projects 

ii) Inter-personal channel: e.g. Bribery, 

interpersonal relations, private 

discussions, insights or information 

sharing 

Loyalty 

(Special 

attachments) 

i) Technology, know-hows in the extractive 

industry 

ii) Fiscal support 

iii) FDI attraction (dependence on foreign 

capital) 

=> domestic economy, society, and 

political stability dependent on the share of 

oil revenue extracted in help of IOCs 

iv) Inter-personal channel: Special 

attachment to bribery by IOCs 

i) Locational limitation (Limited number 

of oil countries, Kazakhstan’s rich 

amount of natural reserves – great 

potential) 

ii) Sunk costs 

iii) Inter-personal channel: IOCs’ 

attachment to key domestic elites in 

Kazakhstan 

Outcome 

(EVL 

Dynamics) 

Economic resource nationalism (indirect expropriation methods) based on: 

i) Voice-Loyalty Dynamics: Mutual understandings of threats of 

exit/Mutual dependence; especially significant role of inter-personal 

channels between Kazakh elites and IOCs 

ii) Abatement of initial motivation of exit  

=> Outcome: No Exit but Diverse Indirect Expropriation Methods 

  

How each notion is working in the dynamics can be explained in 

reference to <Figure 6> below. Following the high surge in oil prices, there are 

initial motivations in the resource-rich developing country to exit from previous 

contracts with IOCs that have been investing in the early stages of the country, like 

Kazakhstan. Considering the lower share of fiscal revenue from previous PSAs 

with IOCs, the Kazakh government and elites have incentives to exit in order to 
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increase their fiscal revenue from oil. This fiscal revenue is highly motivating for it 

caters to the needs of state budget, the pockets of individual elites, domestic 

economy, and provision of social welfare for its citizens that are crucial for 

maintaining the Nazarbayev government’s legitimacy in power.  

In practicing voice, as <Table 13> has listed above, there are various 

strategies that the host government may use including the inter-personal channels. 

However, in practicing voice, the host government finds significant amount of 

special attachment (loyalty) to IOCs (e.g. domestic elites and fiscal benefits from 

IOCs’ bribery practices). In return, the original motivation in increasing fiscal 

revenues is abated to affordable degrees, causing the host government to limit their 

actions under indirect expropriation methods.  

  

<Figure 6> EVL Dynamics of Kazakhstan’s Economic Resource Nationalism 
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In response to the Kazakh government/elites’ practices of indirect 

expropriation methods, IOCs may have some motivations to exit from the country. 

However, such voice (strategy) is incompatible for the special attachment IOCs 

have to Kazakhstan is huge: Their access to Kazakhstan’s vast regions of natural 

reserves, instability in the Middle East, and sunk costs are important loyalty factors 

to IOCs; then at the inter-personal level, IOCs have key connections to important 

elites in the Nazarbayev government, which work to abate the feelings of risk and 

insecurity IOCs face at the various voice strategies of Kazakh government – 

indirect expropriation methods. Therefore, once again, the special attachments 

influence how IOCs voice against Kazakh governments’ decisions without exiting 

from the country: IOCs may attempt to make the best out of forced renegotiation of 

contracts, seek for new deals (both in and outside of the oil sector), filing for 

exemption, and so forth; at the inter-personal level, IOCs will be bribing the key 

elites even more to secure their assets from outright nationalization by the Kazakh 

government.  

 Therefore, there exist both contending and mutual interests of host 

government and IOCs in the EVL dynamics; based on the voice and loyalty 

dynamics, both the host government (Kazakh elites) and IOCs have not much 

option but to enforce indirect expropriation methods (Kazakh government), and 

respond with relatively submissively (IOCs). To conclude, following the 

application of EVL dynamics on Kazakhstan’s economic resource nationalism, this 

research finds the phenomenon quite well justified to define it as a result of voice-

loyalty dynamics between the host government (Kazakh elites) and IOCs. 
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In the following chapters, important factors under the three notions will be 

extrapolated in details, searching for the causes in the domestic political situation 

of Kazakh government and domestic elites in order to explain the current surge in 

aggressive tactics of expropriation methods. 
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3. Methodology 

 

 

Based on the proposed analytical framework, this research proceeds as a 

qualitative case study on the phenomenon of economic resource nationalism in 

Kazakhstan. In justification for concentrating on Kazakhstan’s case, this research 

admits that studying Kazakhstan in isolation may risk remarking rather common 

traits to be unique only to Kazakhstan’s case. However, the research still finds that 

the current practices of economic resource nationalism in Kazakhstan cannot be 

explained without interpreting Kazakhstan’s current domestic politics and the 

interests of key domestic political elites, and the IOCs’ interests and actions in 

response.  

It is also worth justifying, although straightforward, why study of 

Kazakhstan’s economic resource nationalism is restricted to the oil assets, when 

Kazakhstan is, in fact, a resource-abundant country in Central Asia, whose natural 

resources vary from oil to gas, coal, iron ore, manganese, chrome ore, nickel, 

cobalt, copper, molybdenum, lead, zinc, bauxite, gold, and uranium.
145

 As 

justification, it is because Kazakhstan’s major source of government’s fiscal take is 

in the oil sector; with proven oil reserves amounting to 30 billion barrels by the Oil 

and Gas Journal in January 2012
146

, Kazakhstan is the holder of 3% of the world’s 

oil.
147
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Going back to overall methodology of this research, in order to explain 

why the Kazakh government (Kazakh elites) is pursuing stricter indirect 

expropriation methods against the IOCs, this research analyzes the interests-

dynamics between the domestic elites and IOCs under the three-notion framework 

of EVL model. Based on the analysis of similar or varying interests and special 

attachments (loyalty/interdependency) they have toward each other, the level of 

indirect expropriation methods (voice/the strategies of Kazakh elites) can be 

identified and explained. 

In respect to outlining the interests of domestic political elites, their 

special attachments to IOCs, and overall strategies of indirect expropriation 

methods, this research incorporates studies on overall Kazakhstan’s domestic 

political structure, key elite groups, and their overall use of fiscal revenue from 

their oil assets. Moreover, the research further traces the decisions, regulations, and 

laws implemented by the Kazakh government, in two different periods: 1) 2000-

2008; and 2) Post-2008 (post-global financial crisis).  

Then, to analyze the interests and actions IOCs, this research traces IOCs’ 

overall responses to recent Kazakh government’s economic resource nationalistic 

policies, including the changes in previous forms of projects and contracts, and the 

interpersonal relationship IOCs have with Kazakh elites (bribery). In correlation to 

the changes in the Kazakh government (domestic elites), IOCs’ actions and 

strategies will be focused also in years from: 1) 2000-2008; and 2) Post-2008 (post-

global financial crisis).  
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All in all, by addressing the exit, voice, and loyalty actions of Kazakh 

elites and IOCs in response, the research will explore how the current short-term 

driven interests of Kazakh elites have been central to current increasing degree of 

economic resource nationalistic policies in Kazakhstan.  
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III. Kazakh Elites’ Exit, Voice, and Loyalty 

(2000~2008) 

 

 

 

 

 

1. Kazakh Elites’ Exit, Voice, and Loyalty 

 

 

1.1 Overview of Kazakh Elites in the Oil Sector 

 

To begin with a general overview of Kazakhstan’s domestic political 

structure, with significant focus on Kazakh elites in the oil sector, it is important to 

view from their emergence in 1991, when the Soviet Union collapsed. As Franke et 

al. notes on the presence of a Soviet legacy in Kazakhstan, Kazakhstan’s political 

structure is based on a “strong autocratic presidentialism and neopatrimonial 

structures.”
148

 Compared to most post-communist states, Kazakhstan has been the 

last to claim its independence, rather passively during the collapse of the Soviet 

Union. As a result, Kazakhstan has been described as an “accidental country”
149

 in 
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which the independence of Kazakh Republic took place without any visible 

changes from the Soviet regime and without any powerful national movement.
150

 

The first secretary of the Kazakh Communist Party (KCP), Nursultan Nazarbayev 

was elected, almost automatically, as the first President of the Republic of 

Kazakhstan in December 1991 and is still in his office today. Without visible 

changes in personnel, many political elites of the Central Committee of the KCP in 

1991 have also remained in position, taking over main functions of the 

administration.
151

 This continuation has become the precondition to the 

neopatrimonial structures that were inherited as Soviet-legacies.
152

  

According to its first independent constitution, Kazakhstan could be seen 

as a parliamentary democracy, but the prevention of democratic and parliamentary 

reforms in 1990s led to a return to authoritarianism.
153

 And since the change of 

constitution in 1995 Kazakhstan became a presidential autocracy. The main 

authority of the state is in the hands of the President, who is directly elected and, in 

practice, not accountable to any state authority.
154

 Also, as in Russia, the term of 

the government terminates with the President, who may dismiss or appoint the 
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government at any time, illustrating the weaker position of the government in 

relative to the President.
155

  

In other words, since the 1990s, the mechanisms of power have been 

secured by the loyalty of the hakims (mayors), governors, and governmental elites 

to the President.
156

 And such power structure survived until now, making the 

evolution of Kazakhstan’s political system to be best defined as a continuous 

system-change where a variety of interest groups and institutionalized elites are in 

competition with each other; in the more or less absence of a multiparty system and 

civil society, the relations between administrative and industrial elites became the 

main political arena.  

Between the spring and summer of 2007, Kazakhstan was de facto 

transformed from a presidential to a presidential-parliamentary system, expanding 

the authority of legislature and political parties in the decision-making process. 

Members of the lower chamber of the legislature are now elected by party lists, 

whereas in the past only around 7% were elected in this way. The President 

consults political parties in the parliament before appointing a new prime minister. 

The presidential term of office was also reduced from seven to five years.
157

 

However, despite these seemingly changing approaches, it is important to 

emphasize that at the same time, the capping for the current President’s number of 
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terms in office was removed. Thus, despite these constitutional amendments and 

division of Ministries, the President’s power has only been strengthened further.
158

 

And during this parliamentary elections of August 2007, President Nazarbayev and 

his party (Nur Otan) won 88% of the votes, making it even more evident that 

democratic checks have become even more unavailable – not a single opposition 

party member sits in the parliament: The legislative and representative branches are 

lacking in any ability to exert control.
159

  

 

1.1.1 Kazakh Elites in the Oil Sector – Energy Elites 

 

Based on the understanding of Kazakhstan’s domestic political structure 

as dominated by President Nazarbayev and his key elites, Kazakhstan’s energy 

sector should be viewed as bargaining transactions between different elites 

involved in this competition. And as a super-presidential system of government, the 

survival and success of political and economic elites in the energy sector are based 

on privileged personal contacts with the chief executive, President Nazarbayev.
160

 

Consequently, competition among IOCs is focused on the level of their access to 

the president and his close elites.
161

 Such weakness of mass and non-systemic 

actors in Kazakhstan’s political system makes inter-elite interactions, the inter-
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personal channel emphasized in the previous chapter, of paramount importance for 

understanding the economic and political system, including the Kazakh 

government’s practice of economic resource nationalistic policies on their oil assets.  

In fact, approximately half of the energy elites in Kazakhstan are affiliated 

with the ruling party, Nur Otan <Figure 7>. This is particularly striking when 

compared to the general business elite, where only 2 out of 16 members are 

affiliated with the party. This indicates a close relationship between politics and the 

energy sector.
162

  

 

<Figure 7> Political Party Affiliation, Elites in Kazakhstan
163

 

 

 

Moreover, the energy elites in Kazakhstan illustrate the tendency across 

Central Asia to appoint family members to key positions. One example of this is 
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the case of Timur Kulibayev, President Nazarbayev’s son-in-law, who was the 

Chairman of Samruk-Kazyna, Kazakhstan’s de facto resource revenue savings fund, 

until December 2011.
164

 It is widely argued that family connections matter in the 

elite system, and this is supported by the data showing relations between the 

political and the energy elites (For list of representative energy elites, refer to 

Annex IV – Kazakh Energy Elites). 

 

1.1.2 Timur Kulibayev 

 

To extrapolate further on Timur Kulibayev, Kazakhstan’s elite politics is 

often described as to be centering around the dominant power of President 

Nazarbayev and the two most powerful elite groups under the two sons-in-law of 

President Nazarbayev: Rakhat Aliev and Timur Kulibayev.
165

 Rakhat Aliev was 

once married to President Nazarbayev’s oldest daughter Dariga, and was 

Kazakhstan’s deputy foreign minister and Ambassador to Austria. After various 

posts, he was promoted to the post of the deputy head of Kazakhstan’s state 

security service, the Committee for National Security in 2001. Although he was 

directly in charge of powerful ministries,
166

 supervising activities amongst 
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companies operating in Kazakhstan, he did not extend his business influence to key 

segments of the national economy, unlike Nazarbayev’s the other son-inlaw, Timur 

Kulibayev. Apart from some petroleum trading business, Aliev had never managed 

to get seriously involved in the domestic oil and gas sector. He was more 

successful in banking and especially in the media market where he controlled key 

television channels and newspapers. In the summer of 2007 he was removed from 

all government positions, divorced from his wife, and has a pending warrant for his 

arrest in Kazakhstan on a number of criminal charges, ranging from kidnapping 

and murder to corruption and money laundering.
167

 

Often viewed as a political and economic competitor to Rakhat Aliev, 

Timur Kulibayev was married to Dinara, the second daughter of Kazakhstan’s 

President. Kulibayev himself comes from a powerful Kazakh family from the 

Senior zhuz.
168

 In Soviet times, his father, Askar Kulibayev, was a mayor of 

Almaty (the Kazakh capital before 1997), then worked as the Communist party 

boss of now Atyrau oblast. The oblast is home to the key Caspian oil and gas fields 

of Kazakhstan, such as Tengiz and Kashagan.
169

 

As the oblast head, Kulibayev-senior established strong personal ties with 

the top management of the oil and gas industry in Kazakhstan – the Junior zhuz. 

Kazakhstan’s energy sector has traditionally been dominated by a conglomerate of 
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key elite families from the Senior and Junior zhuz, which is presently headed by 

Kulibayev. Through his marriage to the President’s daughter, Kulibayev became a 

vital link between the top management of Kazakhstan’s energy sector (the Junior 

zhuz) and the President Nazarbayev, who himself comes from the Senior zhuz. 

Therefore, it is unsurprising that Kulibayev has enjoyed the top positions in 

Kazakhstan’s oil and gas industry – often being described as an unofficial Kazakh 

oil and gas minister. 

To be more specific, since the mid-1990s, Kazakhstan’s energy sector has 

gone through various stages of re-organization. During this period, Kulibayev was 

always at the forefront of the industry: Vice-President of the national oil company, 

Kazakhoil, President of the national oil transportation monopoly, KazTransOil, 

President of the national company, Transportation of Oil and Gas, Vice President 

and President of the national oil and gas company, KazMunaiGaz, and until late 

August 2007 deputy chairman of the board of the national state holding, Samruk, 

which controls all the key state assets, including the national oil and gas complex. 

The influence of the Kulibayev-led conglomerate spreads over the 

banking, telecommunications, and oil and gas sectors, including the national oil 

and gas company KazMunaiGaz and most of the oil and gas sectors of regional 

administrations. Today, KazMunaiGaz deals with all key energy issues in 

Kazakhstan, including production, refining, transportation, sales, and relations with 

foreign investors. Moreover, the company de facto sets up export quotas for 

domestic and foreign producers. At present, the Kulibayev-led conglomerate is the 

most powerful financial-industrial group in Kazakhstan, which is unsurprising, 

taking into account the importance of the energy sector for the domestic economy.  
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Moreover, in late August 2007 another representative of Kulibayev’s 

group, the head of Samruk, Sauat Mynbayev, was appointed as the new energy and 

mineral resources Minister of Kazakhstan. Kulibayev himself remains as the 

Chairman of KazEnergy, Kazakhstan’s powerful “association of oil-gas and energy 

sector organizations”, while his close associate, Karim Massimov, became the 

prime minister of Kazakhstan, obtaining support from the newly elected parliament 

that is fully controlled by pro-Nazarbyev party, Nur Otan.
170

  

In relation to Kulibayev, the Nurzhan Subkhanberdin’s group who 

controls Kazkommertsbank (the largest and oldest banking conglomerate in 

Kazakhstan) has also had access to Kazakhstan’s oil and gas sectors. 

Kazkommertsbank was established as one of the first commercial banks that were 

authorized to manage the accounts of the leading corporate clients in Kazakhstan. 

It also provides advices to the Kazakh government in respect to the privatization of 

state enterprises. Today, its influence extends to the energy, trade and media 

sectors, and the group has been a long ally of Kulibayev.  

Apart from the above-mentioned four top political-economic groups, there 

are other “second tier” elite groups.
171

 However, most of them lack the political 

and economic resources to play any serious role in the political system, including 

the energy sector. And despite differing power structure among key elite groups, it 

remains undeniable that President Nazarbayev still maintains the final say. His 

institutionalized dominance over the government agencies ensures his control over 

administrative and political decision-making process. As a result, the Kazakh 
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President became the primary target for influence by corporate groups and 

government officials.  

 

 

1.2 Exit – Kazakh Elites’ Exit as a Threat/Motivation 

 

Based on the EVL framework developed in the previous chapter, it is in 

order to delineate the actions of Kazakh government and their elites under the three 

notions. In respect to the exit option for Kazakh elites, there had been no exit 

option in the 1990s, when Kazakhstan, as a young independent country, was 

desperate for cash, signing many subsoil use contracts (PSAs) with IOCs. However, 

when oil price started to rise in 2000, the situation began to change – the time in 

which Kazakhstan has become constantly accused of engaging in resource 

nationalism.
172

 Overall, the Kazakh government discovered that terms and 

conditions in many of these contracts made it impossible to allocate growing 

revenues equally between IOCs and the Kazakh government. In this respect the 

gradual approach to revise the contracts since 2000s is “not surprising.”
173

 

Although Kazakhstan has decided to stop PSAs in the future contracts, Kazakhstan 

is still developing their major oil and gas fields from 16 previously signed oil and 
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gas PSAs.
174

 In other words, with growing oil price, IOCs’ sunk costs of 

investments, and the need for increase in budget, Kazakh government has acquired 

its motivation to choose the exit option.  

Despite the given motivation for Kazakh government and elites to 

increase their share of revenue from oil extraction, there are no records of direct 

exits in Kazakhstan during 2000~2008 period. Instead of direct exit option, there 

have been some indirect expropriation methods – diversification of voice strategies 

– that have been quite effective in achieving the goals of higher fiscal benefits to 

cater the domestic economic, political, and social spheres of Kazakhstan.  

 

 

1.3 Voice – Strategies of Kazakh Elites 

 

In outlining the phenomenon of economic resource nationalism in 

Kazakhstan, the voice of Kazakh elites against IOCs is clear – to increase their 

fiscal benefits from their oil assets. And their measures of voice, under 

Hirschman’s EVL framework, are equivalent to the list of indirect expropriation 

methods Bremmer and Johnston have outlined as the definition of economic 

resource nationalism
175

 – as an effort to prevent the use of direct exit option, 

Kazakh elites have been pursuing diverse strategies of voice to express their 
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dissatisfaction – the initial motivations for higher fiscal revenue from the oil assets 

have been communicated or circumvented via various practices of indirect 

expropriation methods – Voice.  

In this respect, there has been an increase in taxation, introduction of new 

regulations, reintroduction and doubling of export duty, and cancellation of 

contracts under different justification – diverse voice strategies to circumvent the 

direct exit option. For instance, although Kazakhstan Prime Minister asserted that 

Kazakhstan had no plans to revise oil and gas contracts with IOCs signed in 1990s 

“as long as oil majors honor their commitments,”
176

 the above-mentioned 

economic resource nationalistic policies took place, nonetheless. 

Based on the EVL model analysis of economic resource nationalism in the 

previous chapter, the exit option of Kazakh government has not been used; instead 

various strategies to voice their dissatisfaction were used. 

 

 

1.4 Loyalty – Special Attachments of Kazakh Elites to IOCs 

 

In response to the question why Kazakh government constrains their exit 

option to diverse strategies of voice, the research finds that there is a list of special 

attachments Kazakh elites have to IOCs – the reasons why Kazakh elites have to 

worry about IOCs exiting from their country.  
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First of all, Kazakh elites are attached to what IOCs can provide them: 

Overall advanced technology and know-how in the oil production process. As 

Tanya Costello of Eurasia Group has observed, “Although the…government…[has] 

pushed for an increased role in the oil sector…the state is unlikely to want to take 

on the financial and technical challenge of Kashagan.”
177

 Kazakh government’s 

special attachment to IOCs is vital in undertaking the extraction process, if they are 

to meet their expected production volume.  

This technological dependence is directly correlated to fiscal support or 

dependence as the process of oil extraction requires both the technological know-

how and huge amount of financial resources: For building and maintaining the 

extractive site, infrastructure development for transportation of extracted oil assets, 

and overall fiscal risks involved in oil exploration. Considering the amount of time 

involved in oil projects, Kazakh elites’ ability to share the fiscal risk and burden 

with the IOCs is essential to Kazakhstan’s achievement of expected production 

volume of their oil assets.  

As Kazakh elites are dependent on technological and fiscal support of 

IOCs, Kazakh elites have no option but to restrain from direct exit. And in order to 

continue and encourage the inflow of FDI into Kazakhstan, it is important to 

maintain a valid image of country as a favorable business location for investment. 

Especially, considering the dominance of direct investment of IOCs directed in 

Kazakhstan’s crude oil production <Table 14>, and Kazakhstan’s continued 
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dependence on oil revenue, the significance of maintaining a market-friendly 

image is huge.  

 

<Table 14> Direct Investment to Economy and Oil Sector in Million Dollars
178

 

 2003 2005 2006 2007 2008 2009 

Total Economy 4,624 6,416 10,623 18,453 19,809 18,428 

Crude oil production 2,114 1,657 2,003 5,049 2,622 4,001 

Geological exploration 965 3,311 5,414 6,643 7,565 8,870 

 

                                           
178

 Казахстан в 2010 г. Статистический ежегодник. Астана, 2011. Retrieved from 

http://www.stat.gov.kz/publishing/20111/Ежегодник_2011.pdf (accessed June 5, 2012). 

http://www.stat.gov.kz/publishing/20111/Ежегодник_2011.pdf


87 

  

2. IOCs’ Exit, Voice, and Loyalty – Response  

 

 

2.1 Overview of IOCs in Kazakhstan 

 

An overview of IOCs in Kazakhstan can be given by viewing the equity 

shares of IOCs and NOCs in the three major oil fields of Kazakhstan: Tengiz, 

Kashagan, and Karachaganak field. In respect to Tengiz field, it was first 

discovered in 1979 and the current recoverable crude oil reserves are estimated at 

0.8 billion to 1.2 billion tons (6 billion to 9 billion barrels). The Tengizchevroil 

(TCO) partnership has been developing the Tengiz field since 1993, in which 

Chevron (50%), Exxonmobil (25%), KazMunayGas (20%), and LUKArco (5%) 

are part of. The Kashagan field was discovered in 2000, recording the estimated 

reserves of oil up to 5.448 billion tons (40.86 billion barrels), of which 1.694 

billion tons (12.7 billion barrels) are potentially recoverable. In the Kashagan field, 

the participant IOCs are as the following: ENI (16.81%), Total (16.81%), 

Exxonmobil (16.81%), Royal Dutch Shell (16.81%), KazMunayGas (16.81%), 

ConocoPhillips (8.4%), and INPEX (7.56%). Lastly, the Karachaganak field is 

being developed by Karachaganak Petroleum Operating B.V. (KPO) – a joint 

venture between several Western companies led by BG Group and ENI. The 

recoverable reserves are estimated at 9 billion barrels (1.2 billion tons) of oil and 

gas condensate. The participating companies are: BG Group (32.5%), ENI (32.5%), 
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Chevron (20%), and Lukoil (15%) <Table 15>.
179

 

 

<Table 15> IOCs and NOCs in Major Oil Fields 

Tengiz Kashagan Karachaganak 

Chevron (US) 50% 

ExxonMobil (US) 25% 

KazMunayGas (Kazakhstan) 

20% 

LUKArco (Russia/US) 5% 

Eni (Italy) 16.81% 

Total (France) 16.81% 

ExxonMobil (US) 16.81% 

Royal Dutch Shell (Netherlands/UK) 

16.81% 

KazMunayGas (Kazakhstan) 16.81% 

ConocoPhillips (US) 8.40% 

INPEX (Japan) 7.56% 

BG Group (UK) 

32.5% 

Eni (Italy) 32.5% 

Chevron (US) 20% 

Lukoil (Russia) 15% 

 

In respect to the largest IOC in Kazakhstan, Chevron ranks first and has, 

as shown, critical stakes in two of the country’s largest oil fields (Tengiz and 

Karachaganak – 50% operating interest in Tengiz; with the other 50% held directly 

by the government; 20% interest in Karachaganak).
180

 To put it short, Chevron is 

responsible for almost half of all of Kazakhstan’s total daily oil output, making it 

the major player in response to Kazakh government’s policies of economic 

resource nationalism.
181

  

As previously illustrated, the Kazakh government has been recently 

renegotiating several previous PSAs with IOCs, largely in order to give a larger 

take to state-run oil conglomerate KazMunaiGas Exploration Production.
182

 

Therefore, regardless how unfair these PSAs were signed in 1990s, IOCs in 
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Kazakhstan have experienced their stakes in existing oil fields fall and their 

corresponding revenue shares drop. 

  

 

2.2 Exit 

 

 Despite several responses to the Kazakh governments’ indirect 

expropriation methods, ranging from bribery via informal interpersonal links to 

Kazakh elites to making investments and complying with the changes, the IOCs in 

Kazakhstan have not pursued direct exit from their contracts with the government. 

In other words, during the period of 2000-2008, there have been no direct exit 

cases of IOCs in Kazakhstan, despite the use of economic resource nationalistic 

policies by the Kazakh government. 

 

 

2.3 Voice 

 

Instead of the direct exit option, IOCs in Kazakhstan have been able to 

voice out against the Kazakh government’s indirect expropriation methods via 

informal interpersonal links to the Nazarbayev government.  

In fact, political corruption has always been rampant in Kazakhstan. And 

although many initiatives like the Extractive Industries Transparency Initiative 

(EITI) were launched, in October 2005, to increase the transparency of payments 

received by companies, there is low public trust in their effectiveness and the 
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commitment of the government in such initiatives. Also, President Nazarbayev 

initiated some anti-corruption campaigns. But, once again, there is little public trust 

in these campaigns, or in the prospect of solving the high corruption among 

government elites.
183

  

One major example of voicing via informal route during the 2000-2008 

period is the seven-year “Kazakhgate” bribery scandal, in which President 

Nazarbayev was also implicated. Although the case was pulled down to a close by 

the power of Nazarbayev government, the contents of accusation were that James 

Giffen had funneled over $80 million on behalf of four U.S. oil companies, 

including Mobil Oil Corporation (now part of energy giant ExxonMobil), into 

Nazarbayev’s secret bank accounts in Switzerland.
184

  

With such systematic bribery channels, the IOCs in Kazakhstan could 

secure their continued access to Kazakhstan’s oil fields, which in turn has become 

the major factor in preventing the IOCs’ direct exit from Kazakhstan. 

 

 

2.4 Loyalty 

 

 The IOCs in Kazakhstan retain huge loyalty to Kazakhstan’s vast amount 

of natural reserves; considering the fact that Kazakhstan currently holds about 30 

billion barrels of oil reserves, it is one of the top 10 oil producing countries. In fact, 
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as previously mentioned in the beginning of the thesis, Kazakhstan produces over 

1.6 million barrels per day, exporting 1.4 million barrels daily; Kazakhstan also 

boasts some of the largest oil fields in the world such as Tengiz and Kashagan oil 

fields – the largest oil fields after the giant fields in the Middle East.
185

 

Considering the recent surge of unrest in the Middle East, Kazakhstan has become 

especially important for the IOCs – special attachment (loyalty) of IOCs to 

Kazakhstan; locational limitation of IOCs. 

 Moreover, many of the IOCs have been operating in Kazakhstan since its 

independence in 1991. Considering Chevron, the company has been investing in 

Kazakhstan even before the independence, while the Soviet Union was still in 

power. Therefore, in terms of the IOCs’ sunk costs in Kazakhstan are huge, 

functioning as another loyalty factor to remain attached to Kazakhstan. 

 Furthermore, as the Kazakhgate scandal has clearly illustrated above, the 

IOCs have been closely related to the key elites in the Kazakh government. Via 

efficient use of such interpersonal channels (bribery and informal links based on 

long years of cooperation), the voices of IOCs were in many occasions 

accommodated by the Kazakh elites. Thus, such existence of informal links has 

kept the IOCs attached to Kazakhstan despite the practices of economic resource 

nationalistic policies by the Kazakh government. 
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3. Kazakhstan’s Exit, Voice, and Loyalty – Economic Resource 

Nationalism 

 

 

<Table 16> EVL Dynamics of Economic Resource Nationalism (2000-2008) 

 Kazakh Government (Domestic Elites) IOCs 

Exit 

(Motivations present) 

i) Oil Price Rise since 2000s & PSA’s 

unsatisfactory terms and conditions 

*Yet, No Direct Exit (No Direct 

Expropriation Cases) 

(Motivations present) 

*Yet, No Direct Exit from 

Kazakhstan 

Voice 
(Strategies) 

Indirect expropriation methods: 

i) Tax rate change 

ii) Renegotiation of contracts 

iii) Inter-personal bribery/networks 

between Kazakh elites and IOCs (Nick 

Zana – Chevron executive, Aziz Ait-Sait 

– Total executive, Mikhail 

Khodorkovsky – the former CEO of 

Yukos)  

i) Petitioning for exemption (e.g. 

tax rate, renegotiation of 

contracts) 

ii) Interpersonal links to 

Kazakh elites (Atyrau and 

Mangistau)  
iii) Signing of new contracts aside 

from oil sector projects (Chevron 

– renewable sector)  

Loyalty 
(Special 

attachments) 

i) Technology, know-hows in the 

extractive industry  

ii) Fiscal support  

iii) FDI attraction (dependence on 

foreign capital)  

=> domestic economy, society, and 

political stability dependent on the share 

of oil revenue extracted in help of IOCs  

iv) Inter-personal channel: Special 

attachment to bribery by IOCs  

i) Locational limitation (Limited 

number of oil countries, 

Kazakhstan’s rich amount of 

natural reserves – great potential)  

ii) Sunk costs  

iii) Inter-personal channel: IOCs’ 

attachment to key domestic elites 

in Kazakhstan  

Outcome 
(EVL 

Dynamics) 

Economic resource nationalism (indirect expropriation methods) based 

on:  

i) Voice-Loyalty Dynamics:  

Mutual understandings of threats of exit/Mutual dependence;  

especially significant role of strong and reliable interpersonal 

channels between Kazakh elites and IOCs  

ii) Abatement of initial motivation of exit  

=> Outcome: No Exit but Diverse Indirect Expropriation 

Methods 
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 As <Table 16> illustrates, the analysis of Exit, Voice, and Loyalty factors 

of both the Kazakh government and IOCs during the 2000-2008, can be cross-

examined. By doing so, this research finds some sound explanation for why there 

had been no direct exit cases by both the Kazakh government and IOCs. 

 First of all, the phenomenon of economic resource nationalism – the 

practice of indirect expropriation methods – during the 2000-2008 period has been 

possible by the specific Voice-Loyalty dynamics between the Kazakh state (elites) 

and IOCs. And as previously discussed, the presence of strong and relatively 

reliable interpersonal channels between the Kazakh elites and IOCs have been vital 

in establishing the mutual understanding of threats of each others’ exit; based on 

their strong mutual dependence (mutual loyalty), the initial motivation for exit that 

arose from changing oil price (Kazakh state/elites) and policy conditions (IOCs) 

has been abated by such Voice-Loyalty dynamics based on mutual dependence. 

Therefore, during the 2000-2008 period, there were no exit from both of the parties, 

allowing for the Kazakh state to implement some diverse indirect expropriation 

methods.  

 In other words, this thesis has presented here that by incorporating the 

EVL model to the phenomenon of economic resource nationalism, the continuation 

of such policies without direct exit cases can be explained by the establishment of 

this mutual Voice-Loyalty dynamics between the two parties – a theoretical attempt 

in explaining the Kazakhstan’s economic resource nationalism during the 2000-

2008 period. 
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IV. Changing Dynamics of Exit, Voice, and Loyalty of 

Kazakhstan’s Economic Resource Nationalism  

(Post-2008) 

 

 

 

 

 

In the previous chapters, this research identified the key components of 

exit, voice, and loyalty of both Kazakh government (elites) and IOCs during the 

2000-2008 period, in order to understand the phenomenon of economic resource 

nationalism as a result of interdependent Voice-Loyalty dynamics between the 

Kazakh elites and IOC. In this section of the research, the central focus is in 

explaining the post-2008 surge of aggressive indirect expropriation methods in 

Kazakhstan. This chapter concludes that current surge in aggressive indirect 

expropriation tactics are centrally linked to the growing speculations on the 

eventual transfer of President Nazarbayev’s power, elites’ competition (elite 

factionalism), and the recent surge of unrest in civil society in the post-2008 period. 

These three factors are crucial in changing the Voice-Loyalty dynamics in the post-

2008 period and steering the strategies of voice of Kazakh elites to short-term gain 

approaches. 
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1. President Nazarbayev’s Expected Retirement 

 

 

As previously discussed, the pyramid of power in Kazakhstan has been 

rigid as President Nazarbayev has been mostly capable in coopting counterparts 

using the fiscal revenue from natural resources. And until now, it still remains as an 

undeniable fact that President Nazarbayev maintains the final authority. Mostly, 

party politics has been of little importance, as the President is the only force in the 

political system that could maintain the predominant power.  

However, considering that President Nazarbayev will turn 72 next year, 

and that he has been hospitalized in Germany in 2011,
186

 the succession issue has 

been becoming ever more important. President Nazarbayev has yet given no sign to 

whom he is more willing to transfer his power, which in fact may be “potentially 

paving the way for a vicious succession battle.”
187

 Under such consequences, the 

sign that his health may be failing has become significant to not only the foreign 

investors but the key elites who have lived under the protection of President 

Nazarbayev.  
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2. New Elite Factions 

 

 

On top of the looming speculation on the next successor, elite factions are 

another variable that emerged in the post-2008 period, changing the exit, voice, and 

loyalty dynamics between Kazakh elites and IOCs. Although the country is largely 

dominated by the strong presidential power, there has long been the presence of a 

large number of elite groups who “lobby for influence over Nazarbayev”
188

 and for 

access to the natural resources and financial benefits. And it has been argued that 

the presence of elite factionalism comes and goes, depending on the individuals 

involved.  

Considering the post-2008 period, when large portion of oil revenue has 

been used to buffer the impacts of global financial crisis and recover the country 

from the property bubble burst, credit crunch, and large devaluation of tenge in 

2008, elite factionalism has begun to reemerge as the elites in power begun to see 

the importance of short-term gain approaches to IOCs: The experience of the 

country’s external vulnerability; the realization of possibly finite benefits from 

their oil assets. And according to BTI 2012, there have been a number of elite 

struggles in 2009 and 2010, who disputed over their status in the government and 

their take on the country’s oil assets. Such stakes of elite politics are also 

increasing in presence as “Nazarbayev prepares for his last years in power,” 

                                           
188
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whether by election or referendum.
189

  

Also, an example of opposition groups against the Nazarbayev 

government is the now exiled President’s son-in-law (convicted at home for 

criminal charges and a coup attempt), Rakhat Aliyev, who is making accusations of 

President Nazarbayev’s government in Washington, labeling him “Mr. President 

for life.”
190

 Although Aliyev is not in Kazakhstan, by bringing his case to 

Washington, he helped recovering 2 billion dollars that his relatives and clout lost 

from seizure when Aliyev divorced President Nazarbayev’s daughter in June 

2007.
191

 

As another incident in 2010, Sergey Kozlov, a well-known civil society 

activist, declared he would run for president in 2012, although the members of the 

Kazakh nationalist party disrupted and closed down the event.
192

  

A case example for emerging elite factions in Kazakhstan is the 

Tengizchevroil in 2010. According to Kazakhstan's Agency for Fighting 

Corruption & Economic Crimes, Tengizchevroil has been accused of “illegal 

production of oil” worth of $1.4 billion. Yet, analysts say there is little to suggest 

that illegal overproduction is true, as the accusations may be as well in an effort to 

“redraw the PSAs and against the background of the eventual retirement of 

President Nursultan Nazarbayev.”
 193

 Also according to the same article, such 
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issues are “problems of clans within the government.” These clans have initiated “a 

lot of competition trying to influence (Nazarbayev) to choose one successor over 

another”
194

; and with conflicting interests these clans gave different information to 

the IOCs, resulting in such cases where the IOCs claim their innocence for having 

followed the information and orders from their close Kazakh elites. 

 

 

  

                                                                                                           

ctors (accessed July 24, 2012). 
194

 Ibid. 



99 

  

3. Civil Society Unrest 

 

 

Along with the emergence of different elite groups counter to the 

Nazarbayev government, another factor that has begun to pressure the current elites 

in power is the numerous incidents of civil unrest during the post-2008 period, after 

the global financial crisis; the local workers in both NOCs and IOCs, especially, 

have been resorting to strikes for higher wages. Since the end of May 2011, 

Kazakhstan’s Mangistau region, located on the Caspian Sea, has been the location 

of a strike by several thousand people, mostly employees of the state company 

KazMunaiGaz Exploration & Production (E&P), which belongs to the 

KazMunaiGaz holding company. This strike is unprecedented in its duration and 

scale, and it has hit both Kazakhstan’s strategic oil sector and KazMunaiGaz, 

which is the most important state-owned company.
195

  

The tensions escalated even higher in the winter of 2011, when the riot 

started by fired oilmen in the Kazakh city of Zhanaozen was returned by violent 

oppression by the government, killing 10 and injuring 75 other people.
196

 The 

massacre took place on the 20
th
 anniversary of the nation’s birth—following seven 

months of hostilities between the laid off workers and KazMunaiGas.
197
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This growing presence of strike is undermining the image Kazakhstan’s 

government has created of a stable country and also illustrating the ruling elite’s 

growing inability to deal with social tensions. And most importantly, the voices of 

civil society are working as a backlash on the legitimacy of the current elites in 

power. In this respect, civil society factor has grown as a pressure factor to Kazakh 

elites to implement increasingly aggressive indirect expropriation methods to cater 

the voices of workers who argue that IOCs are unfairly and exploitatively taking 

benefits from Kazakhstan’s natural resources; another pressure factor influencing 

Kazakh elites’ interests to short-term gain approach to IOCs. 
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4. New Dynamics of Exit, Voice, and Loyalty – Kazakh Elites’ Short-

term Gain Approach 

 

 

With the above mentioned changes in domestic political conditions, this 

thesis argues that Kazakh elites in the Nazarbayev government have shifted their 

approach to IOCs from long-term to short-term perspective. With the speculation 

on President Nazarbayev’s next successor, rising political instability, and unrest in 

civil society, Kazakh elites show implications of demanding more fiscal revenue 

from oil assets to reconsolidate their power. With the perspective of limited time in 

power, these elites also seem to have become more prone to choose short-term gain 

approaches; as an attempt to get what they can, when they can.  

A close look at the change in the income distribution of Kazakhstan since 

2000 clearly implies the growth of oil rents that the top few 20% (Kazakh elites) 

have begun to take, especially since the year 2008 <Figure 8>. The brief fall in 

2008 is due to the global financial crisis; and as it picks up again after 2009, this 

data may be in relevance to the increasing short-term approach to oil revenue by 

the current Kazakh elites under the Nazarbayev government. 
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<Figure 8> Income Distribution in Kazakhstan 2001-2009 (US $) 

 

 

Against this backdrop, the following sections will distinguish the actions 

of Kazakh elites and IOCs under the three notions of exit, voice and loyalty to 

illustrate how a new dynamics of exit, voice, and loyalty has emerged in the post-

2008 period; a new Voice-Loyalty dynamics between the Kazakh elites and IOCs.  

 

 

4.1 Kazakh Elites’ Exit, Voice, and Loyalty 

 

4.1.1 Exit 

 

In respect to announcements made by key domestic elites, there have been 

contending statements on the prospect of exit option. According to Reuters, the 

incumbent oil minister, Sauat Mynbayev, stated that “Concerning our plans for the 

16 PSAs already on the books, we have questions on several of these, but there is 

no talk of annulment, least of all unilaterally,” in 2010, during a business forum in 



103 

  

London.
198

 Then again, Mynbayev said at the Adam Smith Foundation’s 

Kazakhstan Growth Forum that “Kazakhstan's laws on production sharing 

agreements for oil production operations are set at a loss.”
199

 Moreover, according 

to Mynbayev, the changes in the current form of PSA model will take the form of 

taxes: “A model that foresees royalty payments from a number of tax payments in 

accordance with the governing tax legislation in our view provides for a greater 

degree of steady balance of interests for both parties.”
200

 Also, considering what 

President Nazarbayev announced in 2010, such “new practices”
201

 will continue to 

assert greater government control on the energy sector, noting on the possibility of 

foreign ventures currently enjoying special protective status losing immunity from 

changes in tax legislation: “Times are changing and life is changing in the entire 

world, and state interests are pushing us in this direction. We have to work more 

thoroughly and constructively.”
202

 In 2011, the government reintroduced (formerly 

in 2005) and soon doubled an export duty on oil from which the major foreign 

operators used to be exempted in the past. Hard negotiations are also underway for 

the Kazakhstan’s proposed purchase of a 10 % stake in the Karachaganak field 

(jointly operated by Eni and BG Group). 

With the prospect of exit option in speculation, however, there are no 
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cases of direct exit from the Kazakh government in post-2008 period; although 

there are no direct exit cases by Kazakh government, the motivations and 

willingness of Kazakh government and elites to pursue increasingly rigorous 

indirect expropriation methods are clearly revealed in the post-2008 period. 

 

4.1.2 Voice 

 

Against the backdrop of increased interests in higher fiscal take from their 

oil assets, it is quite clear how Kazakh government has raised their voice via 

implementing more rigorous indirect expropriation methods. The recent cases of 

contract cancellations are some examples that were performed in different names 

that vary from violation of environmental regulations to violations of other contract 

terms – rigorous cases of indirect expropriation methods.  

One of the most recent and famous cases is the cancellation of subsoil use 

licenses of Kazakhstan-focused oil company, Tristan Oil, owned by a Moldovan 

oligarch. In July 2010, Ministry of Oil and Gas of the Republic of Kazakhstan 

(hereafter MOG) revealed that it had revoked subsoil use contracts with 

Kazpolmunai and Tolkyneftegas – the subsidiaries of Tristan Oil – due to violations 

of contract terms.
203

 At the same time, the contract for construction of the 

Borankol gas processing plant was canceled, which was to be carried out by 

Tolkynnegtegas.
204

 Tristan Oil believes that the abrupt termination of subsoil use 
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contracts and the cancellation of gas plant contract were the final step in a 

systematic campaign conducted by the State officials against it starting from 2008. 

During this period, Tristan Oil’s subsidiaries and its management faced repeated 

tax claims and criminal accusations. As a result, in September 2010 Tristan Oil 

appealed to Stockholm Court of Arbitration under the International Energy Charter, 

bringing its claim against the Kazakh government.
205

 An official statement 

released by Tristan Oil accused these actions by the Kazakh government as 

“harassment” and illegal expropriation, which were politically motivated.
206

 Today 

the oil fields and the gas plant remain taken away from Tristan Oil, and are instead 

managed by Kazakhstan’s national oil company, KMG. 

Moreover, during the first 11 months of 2010, MOG is recorded to have 

cancelled 28 subsoil use contracts – 21 of them due to violations of contract terms 

and obligations, 3 contracts as agreed by parties, and 3 contracts due to their 

expiration. In addition, during this period MOG sent almost 142 notifications that 

accused these subsoil users for violations of contract terms and required them to 

fully fulfill their contract obligations.
207

 This list of cancellations is an evident 

                                                                                                           

Tristan Oil Subsidiary” (22 July 2010), Retrieved from 

http://silkroadintelligencer.com/2010/07/22/kazakhstan-cancels-gas-plant-contract-with-

tristan-oil-subsidiary/ (accessed 24 September 2012). 
205

 Silkroadintelligencer, “News report: Tristan Oil’s Parent Opens Legal Proceedings 

against Kazakhstan” (9 September 2010), Retrieved from http://silkroadintelligencer.com/2 

010/09/09/tristan-oils-parent-opens-legal-proceedings-against-kazakhstan (accessed 24 

September 2012). 
206

 Silkroadintelligencer, “Analysis: Kazakhstan Turns up Heat on Moldovan Oligarch Oil 

Assets” (18 June 2009), Retrieved from 

http://silkroadintelligencer.com/2009/06/18/kazakhstan-turns-up-heat-on-moldovan-

oligarch-oil-assets (accessed 24 August 2012). 
207

 Silkroadintelligencer, “News report: In 2010 Kazakhstan Cancelled 28 Subsoil Use 

Contracts –MOG,” Retrieved from http://www.zakon.kz/kazakhstan/192971-v-2010-godu-

v-rk-prekrashheno-dejjstvie.html (accessed 24 September 2012). 

http://silkroadintelligencer.com/2010/07/22/kazakhstan-cancels-gas-plant-contract-with-tristan-oil-subsidiary/
http://silkroadintelligencer.com/2010/07/22/kazakhstan-cancels-gas-plant-contract-with-tristan-oil-subsidiary/
http://silkroadintelligencer.com/2010/09/09/tristan-oils-parent-opens-legal-proceedings-against-kazakhstan
http://silkroadintelligencer.com/2010/09/09/tristan-oils-parent-opens-legal-proceedings-against-kazakhstan
http://silkroadintelligencer.com/2009/06/18/kazakhstan-turns-up-heat-on-moldovan-oligarch-oil-assets
http://silkroadintelligencer.com/2009/06/18/kazakhstan-turns-up-heat-on-moldovan-oligarch-oil-assets
http://www.zakon.kz/kazakhstan/192971-v-2010-godu-v-rk-prekrashheno-dejjstvie.html
http://www.zakon.kz/kazakhstan/192971-v-2010-godu-v-rk-prekrashheno-dejjstvie.html


106 

  

example of Kazakh government’s increasingly aggressive voices to accomplish 

their goals without exiting. 

In addition to the indirect cancellations of contracts, there are other 

important cases of voice. For instance, Kazakhstan introduced the New Tax Code 

(2009) and the New Subsoil Use Law (2010) as important move to voice their 

“dissatisfaction with previous PSAs signed during the 1990s” when the oil prices 

were low
208

 and Kazakhstan’s natural reserves remained underdeveloped. The New 

Tax Code (2009) introduced the following tax instruments to be applied exclusively 

to subsoil users: 1) Mineral Extraction Tax as a replacement of Royalty (0.5–2%) 

with rates ranging from 7% to 20%; 2) Excess Profit Tax as an additional levy to 

subsoil users’ profit, after Corporate Tax payments; 3) Rent Tax on Export on 

exported oil with rates ranging from 0% to 32%.
209

 

One of the main distinctions of the fiscal regime established by the New 

Tax Code, if compared to previous regimes, is its abolishment of tax stability 

provisions provided in subsoil use contracts, which were concluded before the new 

tax law. Today, subsoil users need to pay all taxes established by the new fiscal 

regime regardless of stabilization clauses and their guarantees. It was calculated 

that after adoption of the New Tax Code, the tax burden on subsoil users in 

Kazakhstan increased from 49–59% to 72–74%, at a price level of USD 60 per 
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barrel.
210

 As a result, the Kazakh government has been accused for its exploitative 

attempts against the IOCs. 

Then, in 2010, Kazakhstan implemented a New Subsoil Use Law, which 

governs the transfer of subsoil use rights. It was initially amended in 2005 to give 

the state the basis to exercise pre-emption rights on any sale of oil assets in the 

country. Then, the law was further amended again in 2007 to allow the state to 

make retrospective changes to any existing oil contracts or even break the contracts 

if they are deemed a threat to the country's security. Then in 2010, this New Subsoil 

Use Law (2010 amendment) was introduced to establish local content requirements 

for oil and gas contracts, and to formally abolish the PSAs.  

The New Subsoil Use Law addressed many issues and gaps not regulated 

before. Subsoil users, in return, perceived this law as Kazakhstan’s attempt to 

strengthen its control over mineral resources and to tighten regulations applied to 

the extractive industry. Important new provisions introduced by the new Subsoil 

Use Law can be summarized as follows: 1) Elimination of a PSA regime in 2008 

was confirmed by the new law
211

 (as a result of unsuccessful implementation of 

the PSA regime at such giant fields as Kashagan and Karachaganak): There is now 

only one way of entitlement of subsoil use rights in Kazakhstan—to conclude a 

concession type agreement for exploration or production, or combined exploration 

and production
212

; 2) Project documentation, which was previously approved for 
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work programs for each year separately, now should be developed and approved 

for the whole period of exploration or production and is now viewed as a contract 

obligation (a breach of indicated measures is classified as violation of contract 

terms);
213

 3) Assignment and transfer of the subsoil use right and things associated 

with this right (participating interests, shares, stakes in legal entities holding the 

subsoil use right and their parent companies) should be conducted by following the 

strict order established by the new law – including obtaining the State waiver of its 

pre-emptive right to purchase the subsoil use right offered for sale to third parties 

and receiving special consent from a competent body
214

; 4) Fulfillment of 

obligations related to Kazakhstani content (to acquire goods made in Kazakhstan, 

to use services provided by Kazakhstani companies, to train Kazakhstani personnel) 

should be proved by reports presented quarterly and should be arranged via a 

special registry maintained by the competent body
215

; 5) Associated gas is now 

considered property of the Kazakh government and exploitation of oil fields 

without gas utilization or processing is prohibited
216

; and etc.  

Moreover, Kazakhstan now uses an additional levy called an “oil export 

duty,” which is aimed at increasing the tax revenues from exports of crude oil. This 

duty was introduced in 2008 and amounted to $110 per ton, but was later (in 2009) 

reduced to zero as oil prices dropped dramatically. However, it was reintroduced by 
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the middle of 2010 and has increased to $40 per ton as of 1 January 2011.
217

  

Furthermore, it has been widely known that Kazakh elites have long 

sought to participate in Karachaganak Petroleum Operating Group (KPO), where 

BG (32.5%), ENI (32.5%) and LUKOIL (20%) are shareholders. As a voice 

strategy, Kazakh elites accused the group of “violating immigration laws”; in 

March of 2010, the financial police accused the consortium for “illegally earning 

$708 million in 2008 by producing more oil and gas than originally agreed with the 

state.”
 218

  

All in all, their voice against IOCs is in fact clearly linked to the use of oil 

revenue by domestic elites to tackle their country’s budget deficit, which remains 

significant in maintaining their legitimacy for governing the country; following 

Grossman et al, in order to maximize the chances of reelection, executives, 

especially, have to worry about two factors: 1) economy; and 2) preferences of 

interest groups that support them.
219

 Under the workings of these performance 

constraints, central decision makers may “commit the resources of the government” 

and the power or authority “to prevent other entities within the government from 

overtly reversing their position.”
220

 

In fact, Kazakh Prime Minister (Karim Massimov) in 2009 sought for 
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cash to help tackle a budget deficit that was expected to rise from 492.7 billion 

tenge to 803.7 billion tenge in 2009 – 4.6% of gross domestic product. In July 2010, 

Kazakh government further canceled their plan to sell as much as $750 million of 

bonds to investors abroad, as soon as they secured a $1 billion loan from the World 

Bank.
221

 

New taxes are once again another voicing mechanism for the Kazakh 

elites in the post-2008 period: The new tax comes as the government looks into 

allegations of IOCs’ wrongdoings. Kazakhstan’s economic crimes agency in 2010 

said that it is examining 212 billion tenge of illegal oil production by 

TengizChevroil. The government is also investigating Karachaganak Petroleum 

Operating B.V. for tax avoidance and illegally extracting the oil.
222

 

 

4.1.3 Loyalty 

 

Against the backdrop of above-mentioned list of rigorous and diverse 

indirect expropriation methods, it is surprising how the previous loyalty held to 

IOCs could be decreased. Considering the fact that Kazakhstan still maintains its 

dependence on IOCs’ financial and technological resources to extract their oil 

resources and meet the production rate, the loyalty factors discussed in the previous 

chapter (2000-2008) have not changed in their significance.  

                                           
221

 Nariman Gizitdinov, “Oil in Kazakhstan May Be Too Rich for Tax to Deter Chevron: 

Energy Markets” (Jul 22, 2010), Bloomberg, Retrieved from 

http://www.bloomberg.com/news/2010-07-20/oil-in-kazakhstan-may-be-too-rich-for-tax-to-
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Thus, this research argues that the imbalance between voice and loyalty in 

post-2008 period can be explained by the shift of perspective of Kazakh elites from 

long-term to short-term gain approaches; despite the remaining loyalty factors, the 

short-term gain approach with emphasis on incurring the most income at a shorter 

period of time has lessened Kazakh elites’ consideration of their “special 

attachments” to the IOCs. 

 

 

4.2 IOCs’ Exit, Voice, and Loyalty – Response  

 

 In response to Kazakh elites’ implementation of more rigorous indirect 

expropriation methods, there have been also changes to IOC’s exit, voice, and 

loyalty dynamics. 

 

4.2.1 Exit 

 

During the post-2008 period, there is now one case of direct exit – 

ConocoPhillips. In fact, ConocoPhillips, the Texas-based company owning 8.4% 

stake in the Kashagan field consortium,
223

 has been an important target for Kazakh 

elites in the post-2008. And this year, 2012, ConocoPhillips has announced that it 

will sell its stake in the Kashagan consortium; Sauat Mynbayev, the Kazakh Oil 

                                           
223

 Kashagan was declared commercially viable 10 years ago and is the largest oil 

discovery since Prudhoe Bay in Alaska back in the 1960’s. The field will be developed by 

the North Caspian Operating Company (NCOC), which is owned by a consortium of oil 

companies including; KazMunaiGas, Eni , ExxonMobil , Royal Dutch Shell, Total, Inpex, 

and ConocoPhillips. 
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and Gas Minister, said that ConocoPhillips are looking to sell their stake in the 

development; and Lyazzat Kiinov, the head of Kazakh state oil company 

KazMunaiGas, has announced that they are considering purchasing the 8.4% 

stake.
224

 Aside from ConocoPhillips, there have not been any other exits of IOCs 

from Kazakhstan, although many companies like Chevron began to accuse Kazakh 

elites for their indirect expropriation methods. 

 

4.2.2 Voice 

 

To voice their dissatisfaction against Kazakh elites’ increasingly rigorous 

indirect expropriation methods, IOCs have attempted to make petitions for 

exemption when Kazakh government began to implement the above-mentioned 

new tax regimes in the post-2008 period.  

One example is the Chevron and BG Group’s case. In 2010, both Chevron 

and BG Group were charged with more than $1 million a day of export duties by 

Kazakh government. Instead of going to the international court, the two IOCs 

retained their loyalty and filed for exemption. Despite more bribery via previous 

informal links to Kazakh elites in the Nazarbayev government, IOCs’ petitions 

were ultimately declined. And as result, both Chevron and BG had agreed to pay 

the amount: $2.7 per barrel of oil, applied from August 15.
225

 The tax stability 

                                           
224
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clauses in the agreements signed in the late 1990s, which exempted them from 

export duties, are now no longer applicable to BG Group and Chevron. 

Although IOCs have been generally submissive to Kazakh elites’ growing 

demands, IOCs began their efforts to voice against the practices of Kazakh elites. 

Going back to the 2010 Karachaganak Petroleum Operating Group (KPO) case – 

addressed in the previous Voice section of Kazakh elites (the post-2008) – Kazakh  

elites accused KPO for “violating immigration laws”
226

; KPO denied the accusation, 

arguing that KPO has been compliant with the Kazakh law. In response, KPO 

launched a legal case “to recover more than $1 billion in what it sees as illegally 

levied customs duties and other payments relating to 2008.”
227

 

As an effort to increase their voice against Kazakh elites, IOCs have been 

attempting to strengthen the special attachments Kazakh elites have to IOCs, by 

extending their technological and fiscal supports for other sectors. One outright 

example is the offering of Chevron’s investment in Kazakhstan’s renewable energy 

program. According to Chevron Chief Executive Officer, John Watson, Chevron 

will participate in building wind power plants. In addition, the authorities of the 

southern Kazakh province of Zhambyl announced plans in 2011 to launch a $1 

billion project to construct two electricity generating wind farms to reduce the 

country’s dependence on energy imports with the help of Chevron’s investment.  
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226
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4.2.3 Loyalty 

 

Despite the growing voice of Kazakh elites (increasingly aggressive 

indirect expropriation methods) and consensus on growing “heat in Kazakhstan,”
228

 

IOCs’ responses to the continued manifestation of indirect expropriation methods 

have been quite generous – loyalty. The key aspect in maintaining the level of 

loyalty largely depends on the IOCs’ locational limitation; the IOCs’ consensus on 

the high profitability of Kazakhstan region is evident in Alex Prokofjevs’ statement, 

analyst at Sanford C. Bernstein Ltd. in London: “There is still a lot of room for oil 

companies to make money even if they start ceding bigger stakes in oil revenue to 

the Kazakh government” and despite Kazakh elites’ reintroduction of export tax, 

Kazakhstan remains a very interesting exploration area and is set to grow.”
229

 In 

fact, IOCs, who won PSAs in the 1990s that were meant to protect their 

investments from legislative and tax change, are not likely to quit Kazakhstan; 

according to Chris Weafer, chief strategist at Uralsib investment bank in Moscow, 

IOCs “all want to stay in Kazakhstan,” as the change to the agreements are mostly 

“relatively safe risk” for they are aware of Kazakhstan’s voice is to bring back its 

economy against recession.
230

 Also many IOCs like Royal Dutch Shell have many 
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similar occasions and experiences in previous investments in other countries like 

Russia, during which they stayed to maintain access to the region’s vast resources. 

Moreover, companies like Chevron has remained an important beneficiary 

of Kazakh government – loyalty may therefore remain significant. In fact, Chevron 

is a good representative case as the largest producing IOC in Kazakhstan and also 

the holder of the largest stake of oil assets out of other IOCs (ExxonMobil, Shell, 

Total, ConocoPhillips, Eni, CNPC, PetroChina, Lukoil, as well as a number of 

other smaller IOCs) in the region. In numerical terms, it has a 50% stake in the 

Tengiz field and a 20% stake in the Karachaganak field, which are the two biggest 

oil-producing projects in Kazakhstan. Total average of daily production in 2011 

was 841,000 barrels of crude oil and natural gas liquids (282,000 net) and 1.7 

billion cubic feet of natural gas (456 million net). Also, Chevron has a 50% interest 

in TCO, which operates the Tengiz and Korolev fields.
231

 

 

 

4.3 New EVL Dynamics (Post-2008) 

 

In this respect, the voice of Kazakh elites has significantly grown in the 

post-2008 period, which in turn worked to shrink the previous special attachments 

(loyalty) Kazakh elites retained to IOCs. And as shown in <Table 17> below, the 

EVL dynamics of economic resource nationalism in Kazakhstan has changed in 

comparison to the EVL dynamics during 2000-2008 period, <Table 16>.  

                                           
231
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<Table 17> New EVL Dynamics of Economic Resource Nationalism (Post-2008) 

 Kazakh Government (Domestic Elites) IOCs 

Exit 

* No Direct Exit Cases (No Direct Expropriation 

Cases) 

Although not common, 

Conocophillips 

i) Nationalizing, confiscating foreign assets of IOCs – 

direct exit, direct expropriation, revolutionary 

resource nationalism; 

ii) Goals:  

- Economic goals – short-term gain windfall approach 

- Political goals – sovereignty consolidation, 

legitimization of dominant power group, political 

agenda etc 

i) Exit from the resource-rich 

developing country; relocation of the 

industry in search of better 

investment climate 

ii) Goals 

- Economic goals: profit 

maximization by securing the access 

to vast and rich reserves of natural 

resources; to prevent and escape 

from exploitation by domestic 

political groups 

Voice 

(Strategies) 

* Political instability factor (Nazarbayev, new 

factions, civil society unrest) => Higher risk for 

elites in power => Short-term gain 

Increasingly Aggressive Indirect expropriation 

methods: 

i) MOG canceled 28 subsoil use contracts (violation of 

contract terms, expiration of contracts, environmental)  

ii) Tristan Oil (Violation of subsoil use contract) 

iii) New Tax Code (2009) 

iv) New Subsoil Use Law (2010) 

v) Export duty (Reintroduced in 2010 – e.g. Chevron, 

BG)  

i) Petitioning for exemption (e.g. 

2010 export duties – Chevron and 

Britain’s BG Group) 

ii) Interpersonal links to Kazakh 

elites – More Bribery 
iii) Signing of new contracts aside 

from oil sector projects  

i) More aggressive indirect expropriation methods: e.g. 

tax rate change, revenue share, forced renegotiation, 

cancellation of projects etc. 

ii) Inter-personal channel: Bribery, interpersonal 

relations, private discussions, insights or information 

sharing 

i) Using exit as a threat, renegotiation 

of the contracts, filing for exemption, 

signing of new contracts aside from 

oil sector projects 

ii) Inter-personal channel: e.g. 

Bribery, interpersonal relations, 

private discussions, insights or 

information sharing 

Loyalty 

(Special 

attachments) 

Previous attachments (For relatively long-term gain 

approach):   

i) Technology, know-hows in the extractive industry  

ii) Fiscal support  

iii) FDI attraction (dependence on foreign capital)  

iv) Inter-personal channel: Special attachment to 

bribery by IOCs  

*For short-term gain – similar to direct exit option’s 

windfall approach:  

Shorter prospect -> Lesser value of Loyalty 

i) Locational limitation (Limited 

number of oil countries, Kazakhstan’s 

rich amount of natural reserves – 

great potential)  

ii) Sunk costs  

iii) Inter-personal channel: IOCs’ 

attachment to key domestic elites in 

Kazakhstan? (*Lesser reliability of 

previous interpersonal channels)  

Outcome 

(EVL 

Dynamics) 

More aggressive economic resource nationalism (indirect expropriation methods) based on:  

i) Kazakh elites Voice > Loyalty Dynamics: Lower Mutual dependence/Reliability; 

ii) Limited abatement of initial motivation of exit  

=> Outcome: No Exit but Diverse and Increasingly Aggressive and Unpredictable 

Indirect Expropriation Methods (Except 1 Case of IOC exit – Conocophillips) 
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And if such new Voice-Loyalty dynamics in the post-2008 period is made 

into a diagram, the new EVL dynamics can be shown as the following <Figure 8>. 

In short, the diversification of voice and short-term approach have changed the 

EVL dynamics, in which the previous Voice-Loyalty dynamics is less capable of 

abating the Kazakh elites’ motivation to exit, explaining why Kazakh elites have 

initiated more rigorous indirect expropriation methods after the global financial 

crisis in 2008. 

 

<Figure 8> New EVL Dynamics of Economic Resource Nationalism – Short-term 
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V. Conclusion 

 

 

 

 

 

This thesis has focused on investigating the changing Voice-Loyalty 

dynamics between Kazakh elites and IOCs in Kazakhstan during the two periods of 

time: i) 2000-2008, when Kazakh elites began to implement indirect expropriation 

methods to fulfill their interests in increasing their fiscal take from their oil assets, 

while maintaining their loyalty to huge sum of financial and technological 

resources of the IOCs; and ii) Post-2008 (post-global financial crisis), when 

Kazakhstan has been showing increasingly aggressive indirect expropriation 

methods. Finding such post-2008’s increasingly aggressive indirect expropriation 

methods counterintuitive to the backdrop of aggravating investment climate, along 

with Kazakhstan’s continuous dependence on IOCs in meeting the expected oil 

production rate, this research has conducted a thorough survey of previous studies 

on the phenomenon of economic resource nationalism. By illustrating the static and 

inadequate aspects of previous explanations that largely overlook and/or generalize 

the changing domestic political conditions in Kazakhstan, this research brought 

forth Hirschman’s Exit, Voice, and Loyalty model (EVL model).  

The summary of findings via application of EVL model can be 

summarized as below. First, the 2000-2008 period, during which President 



119 

  

Nazarbayev has been successful in coopting counter-elites against his government: 

Given the stability in power, Kazakh elites (Nazarbayev government) have been 

able to gradually increase their voice against IOCs while strategically maintaining 

their loyalty to IOCs; the interpersonal links between Kazakh elites and IOCs also 

facilitated the renegotiation; in short, having their voice effectively accommodated 

by IOCs, there was no direct exit and relatively milder practices of indirect 

expropriation methods during this period. For IOCs’ point of view, their voice 

against Kazakh elites’ was raised during this period too; but via bribery and 

interpersonal links to Kazakh elites, their voice was also accommodated in many 

occasions; thus, the loyalty to Kazakh state remained in addition to the locational 

advantage of Kazakhstan – vast region of untapped natural resources; as result, 

there was no exit from IOCs as well during this period.  

Then in the post-2008 period: Following several changes in domestic 

political conditions in Kazakhstan, including the President Nazarbayev’s successor 

issue, new elite factions, and growing civil unrest, that altogether challenged the 

current Kazakh elites in power, the Voice-Loyalty dynamics that existed before has 

changed; short-term gain approach has emerged among current elites with their 

goal to make the most of fiscal accumulation while they are still in power; such 

short-term perspective has lessened the function of loyalty that previously abated 

the level of Kazakh elites’ indirect expropriation methods; as result, during this 

period, Kazakh elites have been showing increasingly aggressive indirect 

expropriation methods. For IOCs’ point of view, their voice against Kazakh elites’ 

have also heightened; however, considering the less reliable interpersonal 

connections and weaker accommodation of their voice, their previous loyalty to 
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Kazakh elites seems to also falter; as result, there is now one case of exit – 

Conocophilips. 

Yet, this research is also not without limitations. First of all, as a single 

case study, the study of phenomenon of economic resource nationalism via EVL 

model may not apply in other countries. Also, studying from abroad, this study has 

to admit its limitations to more primary and up-to-date data to support the 

argument. Moreover, aside from domestic political factors, there may be other 

explanations that altogether constitute the answer for why Kazakh elites are 

practicing more aggressive indirect expropriation methods. A thorough field 

research and primary data would be significant in further studies. 

Nonetheless, this thesis would like to argue and close the writing on the 

note that the implications of this research may still be valuable accumulation to 

existing literatures on Kazakhstan’s policies on natural resources and also on 

studies on the phenomenon of economic resource nationalism. Considering the 

efforts to analyze the most recent data and the relationship between Kazakhstan’s 

domestic elites and IOCs, including their interpersonal informal links, and 

incorporating them into a theoretical framework (EVL model), this research may 

be notable for its attempt to pursue a dynamic theoretical study to explain the 2000-

2008 period in Kazakhstan and its economic resource nationalism – and also 

answering why Kazakh elites are using more aggressive indirect expropriation 

methods in the post-2008 period. 
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Annex I – Kazakhstan Fact Sheet 

Kazakhstan 

National Facts 

Type of government Republic 

Capital Astana 

Surface area (thousand sq km) 2,724 

Population (millions) 16.0 

Main languages Russian (95%), Kazakh (64%) 

Main religions Muslim (47%), Russian orthodox (44%), Protestant (2%) 

Head of State (President) Nursultan A. Nazarbayev 

Monetary unit Tenge (KZT) 

Economy (2010) 

Economic size bn USD % of world total 

Nominal GDP 138 0.22 

Nominal GDP at PPP 196 0.26 

Export value of goods and 

services 
64 0.34 

IMF quotum (in min SDR) 366 0.17 

Economic structure 2010 5-year average 

Real GDP growth 7.0 6.8 

Agriculture (% of GDP) 5 6 

Industry (% of GDP) 34 32 

Services (% of GDP) 56 56 

Standards of living USD % of world average 

Nominal GDP per head 8,418 86 

Nominal GDP per head at PPP 11,933 102 

Real GDP per head 4,691 59 

Social and governance indicators 

Human Development Index (rank/total) 66/169 

Ease of doing business (rank/total) 59/183 

Economic freedom index (rank/total) 78/179 

Corruption perceptions index (rank/total) 105/178 

Press freedom index (rank/total) 162/178 

Gini index (income distribution) 30.92 

Population below $1.25 per day (PPP) 2% 

Foreign Trade (2010) 
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Main export partners (%) Main import partners (%) 

China  17 Russia 37 

Italy 16 China 13 

France 7 Italy 5 

Russia 8 Germany 6 

Main export products (%) Main import products (%) 

Mineral products 75 Machinery & equipment 39 

Metals 13 Chemicals 14 

Chemicals 5 Mineral products 14 

Food products 3 Metals 12 

* Data: EIU, CIA World Factbook, UN, Heritage Foundation, World Bank 
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Annex II – More Figures 

 

<Figure 1> Production of Oil and Natural Gas in Central Asia  

(Data: BP, June 2009, Statistical Review of World Energy) 

 

 

<Figure 2> Kazakhstan’s Top 15 RCA Commodity, Year 1995 & 2010  

(Data: UN Comtrade – SITC 3-digit) 

Rank Code Tech Description RCA Share

1 S3-333 #N/A PETROLEUM OILS, CRUDE 5.498 15.17%

2 S3-682 A COPPER 16.827 11.63%

3 S3-671 C PIG IRON,SPIEGELEISN,ETC 53.214 10.09%

4 S3-673 C FLAT-ROLLED IRON ETC. 10.567 7.03%

5 S3-321 #N/A COAL,NOT AGGLOMERATED 17.960 6.73%

6 S3-522 E INORGANIC CHEM.ELEMENTS 15.843 5.01%

7 S3-041 A WHEAT, MESLIN, UNMILLED 12.116 4.37%

8 S3-683 A NICKEL 33.852 2.89%

9 S3-686 A ZINC 33.983 2.76%

10 S3-334 #N/A PETROLEUM PRODUCTS 1.366 2.21%

11 S3-742 D PUMPS FOR LIQUIDS,PARTS 5.674 2.11%

12 S3-287 A ORE,CONCENTR.BASE METALS 12.917 1.51%

13 S3-278 A OTHER CRUDE MINERALS 8.639 1.30%

14 S3-525 #N/A RADIO-ACTIVE MATERIALS 12.984 1.17%

15 S3-043 A BARLEY, UNMILLED 20.202 1.11%

1995

Rank Code Tech Description RCA Share

1 S3-333 #N/A PETROLEUM OILS, CRUDE 10.340 64.60%

2 S3-525 #N/A RADIO-ACTIVE MATERIALS 38.027 3.66%

3 S3-682 A COPPER 4.249 3.65%

4 S3-671 C PIG IRON,SPIEGELEISN,ETC 13.394 3.19%

5 S3-334 #N/A PETROLEUM PRODUCTS 0.706 3.07%

6 S3-343 #N/A NATURAL GAS 2.284 2.93%

7 S3-281 A IRON ORE, CONCENTRATES 2.873 2.08%

8 S3-041 A WHEAT, MESLIN, UNMILLED 7.064 1.59%

9 S3-971 #N/A GOLD,NONMONTRY EXCL ORES 1.486 1.53%

10 S3-673 C FLAT-ROLLED IRON ETC. 2.650 1.42%

11 S3-686 A ZINC 12.427 0.97%

12 S3-283 #N/A COPPER ORES,CONCENTRATES 3.247 0.95%

13 S3-046 A MEAL,FLOUR OF WHEAT,MSLN 32.708 0.95%

14 S3-321 #N/A COAL,NOT AGGLOMERATED 1.181 0.83%

15 S3-287 A ORE,CONCENTR.BASE METALS 4.239 0.76%

2010
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Annex III – Kazakhstan: Selected Oil/Gas Projects 

 

Field/Project Project Partners 
Estimated 

Reserves 

Projected 

Investment 
Project Status 

Aktobe 

CNPC Aktobemunaigaz 

(88%), (within Block ADA 

partners include Korean 

National Oil Corp 

(KNOC), LG International 

Corp, Vertom) 

1.17 billion 

barrels of oil 
$4.1 billion 

Producing 116,660 bbl/d of 

oil (2005), 69.6 Bcf/y of 

natural gas (2005) 

Arman 
Nelson Resources, Canada 

(50%); Shell (50%) 

10.8 million 

barrels of oil 
 

Produced 3,600 bbl/d of oil, 

852 thousand cubic feet 

(mcf) of gas in 2005 

Emba 

Kazakhoil-Emba 

(Kazmunaigaz subsidiary) 

51%, MOL Rt, Vegyepszer  

(Hungary) combined 49% 

500 million 

barrels of oil 
 

Producing 57,700 bbl/d of 

oil (2004); produced 3.1 

Bcf of  

natural gas (2004) 

Karachaganak 

Karachaganak Integrated 

Organization (KIO):  

Agip (Italy) 32.5%; BG 

(U.K.) 32.5%; Chevron 

(U.S.) 20%; Lukoil 

(Russia) 15% 

2.3-6 billion 

recoverable 

barrels of oil 

& gas 

condensate 

reserves;  

16-46 Tcf of 

recoverable 

natural gas 

reserves 

$4 billion for 

Phase Two 

(completed in 

2004) 

Producing 202,900 bbl/d, 

1.1 mmcf/d natural gas 

(2005), 70% of oil exported  

through CPC 

Karakuduk Lukoil 

Total 

estimated 

proved plus 

probable 

reserves of 

approximately 

63 million 

barrels 

$190 million 

through 200 

with $170 

million 

expected 

between 2006-

2010 

Producing 10,076 bbl/d of 

oil; produced 4.8 mmcf/d 

natural gas (2005) 

Karazhanbas Nations Energy 
400 million 

barrels of oil  

$250 million 

since 1997, 

$120 million 

in 2005 

Producing 44,800 bbl/d 

(2005), (80-90 thousand 

bbl/d planned in next 2 

years); produced 1.8 

mmcf/d natural gas (2005) 

Kashagan 

Agip Kazakhstan North 

Caspian Operating 

Company (Agip KCO) 

(formerly OKIOC): Eni, 

Total, ExxonMobil, and 

Shell (18.52%), 

ConocoPhillips (9.26%), 

Kazmunaigaz (8.33%), 

9 billion to 13 

billion 

recoverable  

(up to 38 

billion 

probable) 

Originally 

costed at  

$29 billion but 

estimates put 

final total 

approaching 

$50 billion 

Production starting no 

sooner than 2009 (initial 

production slated for 

75,000 bbl/d, max 1.2 

million bbl/d by 2013) 
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Inpex (8.33%) 

Kazgermunai 
Petrokazakhstan (25%), 

Kazmunaigaz 50% 

100 million 

barrels of oil 
$300 million 

Produced 37,300 bbl/d of 

oil; 32 mmcf/d of natural 

gas (2005) 

Khvalinskoye 
Kazakhstan and Russian 

JV 

400 million 

barrels of oil 

12.3 trillion 

cubic feet of 

natural gas 

$3.5 billion 

for 

petrochemical

s plant. 

Field is located on the 

Kazakh-Russian border in 

the Caspian Sea and is 

Russia's jurisdiction 

Kumkol 

(North) 

Turgai Petroleum: 

Petrokazakhstan (50%), 

and Lukoil (Russia) 

97-300 million 

barrels of oil 
 

Producing 60,000 bbl/d of 

oil, 18.3 mmcf/d of natural 

gas (2005), Legal dispute 

between PKZ and Lukoil 

has stopped production in 

the past 

Kumkol South 

and South 

Kumkol 

PetroKazakhstan Kumkol 

Resource (PKKR), wholly 

owned by PetroKazakhstan 

116 million 

barrels of oil 
 

Producing 62,000 bbl/d of 

oil, 18.1 mmcf/d of natural 

gas (2005); Development of 

export pipeline 

infrastructure will allow for 

production growth 

Kurmangazy 

Kazmunaigaz (50%), 

Rosneft/Zarubezhneft 

(50%). Total will receive 

equity stake in 

Kazmunaigaz's share. 

2.2-8.8 billion 

barrels of oil 
 

Russia and Kazakhstan 

recently agreed to PSA; 

Start date of 2009, Rosneft 

reports first assessment 

well drilled yielded 

disappointing results  

Mangistau 
Mangistaumunaigaz 

(Kazmunaigaz subsidiary) 

1.4 billion 

barrels of oil 
 

Producing 113,200 bbl/d of 

oil, 33.3 mmcf/d of natural 

gas (2005) 

North  

Buzachi 

Lukoil (50%), China 

National Petroleum Corp. 

(50%) 

1 to 1.5 billion 

barrels of oil 

Over $800 

million 

Producing 15,000 bbl/d of 

oil, 4.5 mmcf/d of natural 

gas (2005), Accelerated 

development plan approved 

in 2004 

Nursultan  

("N" Block) 

Possibly ConocoPhilips, 

Shell,  

Kazmunaigaz 

4.65 billion 

barrels of oil 
 

PSA negotiations expected 

to be completed during 

2006 

Satpayev 

Kazmunaigaz, Oil and 

Natural Gas Corp. 

(ONGC) 

1.85 billion 

barrels of oil 
 

PSA expected to be signed 

in 2007 

Tengiz 

TengizChevroil (TCO): 

Chevron (U.S.) 50%; 

ExxonMobil (U.S.) 25%; 

Kazmunaigaz 20%; 

LukArco (Russia) 5%, 

discovered in1979, 

agreement signed in 1993 

9 billion 

barrels of oil 

$23 billion 

over 40 years 

Producing 271,000 bbl/d of 

oil (2005); expected max 

production of 1 mil.  

bbl/d by 2012; produced 

580 mmcf/d of natural gas 

in 2005 

Tsentralnoye 
Kazmunaigas, Gazprom, 

Lukoil 
N/A N/A 

PSA still being negotiated. 

Field is in Russian sector of 

Caspian 
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Uzen 

Uzenmunaigaz 

(Kazmunaigaz subsidiary) 

100% 

147 million 

barrels of oil 
 

Producing 127,000 bbl/d of 

oil (2004), 29.8 Bcf of 

natural gas (Jan-Sep 2004), 

30% improvement from 

2003 from advanced 

technologies 

 

*Data: EIA, “Kazakhstan: Major Oil and Natural Gas Projects,” Retrieved from 

www.eia.doe.gov/emeu/cabs/Kazakhstan/kazaproj.htm; Campaner, Nadia and Shamil 

Yenikeyeff (2008) “The Kashagan Field: A Test Case for Kazakhstan’s Governance of Its 

Oil and Gas Sector,” Gouvernance europeene et geopolitique de l’energie, pp. 46-48. 

http://www.eia.doe.gov/emeu/cabs/Kazakhstan/kazaproj.htm
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Annex IV – Kazakh Energy Elites 

Name Born 

Place of 

Birth 

(region) 

Current position 1 Current position 2 
Current 

position 3 

Akchulakov, 

Bolat Uralovich 
1971 

Guriev 

(today: 

Atyrau) 

General Director, PSA 

LLP 
  

Aubakirov, 

Askar  

Akimbaevich 

 
Kyzylorda 

region 

Deputy General Manager 

for Corporate 

Development and Asset 

Management, JSC 

KazMunayGas Exploration 

and Production 

Member of the 

Board, JSC  

KazMunayGas 

Exploration and  

Production 

 

Baizhanov, 

Ulan  

Saparovich 

 
Almaty 

region 

Chief of Staff, the General 

Prosecutor of the Republic 

of Kazakhstan 

Member of the 

Kazakhstan 

Petroleum  

Lawyers 

Association 

President of 

the Badminton  

Federation of 

the Republic  

of Kazakhstan 

Balgimbayev, 

Nurlan  

Utepovich 

1947 

Guriev 

(today: 

Atyrau) 

General Director of LLP; 

direction of KMG 

Enterprises 

  

Balzhanov, 

Askar  

Kumarovich 

1958 Moscow 

General Director, 

Chairman of the 

Management Board, 

KazMunayGas Exploration 

Production JSC 

Member of the 

Board of Directors, 

KazMunayGas 

Exploration  

Production JSC 

 

Berlibaev, 

Daniyar  

Amirbaevich 

 

Dzhambul 

region 

(today: 

Zhambyl 

region ) 

Director General, JSC 

National Company 

KazMunayGas 

  

Boranbayev, 

Kairat  

Sovetaevich 

 

Turgai 

region 

(today: 

Kostanay 

region) 

Chairman of the Board, 

LLP KazRosGaz 
  

Bozzhanov, 

Tolegen  

Dzhumadovich 

 
Almaty 

region 

Managing Director of 

Business Development, 

JSC National Company 

KazMunayGas 

Chairman of the 

Board of Directors, 

Rompetrol Group 

 

Ibrashev, 

Kenzhebek  

Niyazovich 

1958 

Guriev 

(today: 

Atyrau) 

General Director, OOC 

KazMunayTeniz JSC 
  

Idenov, Maksat 

Bagitovich 
1967 

Guriev 

(today: 

Atyrau) 

Senior Vice President for 

Strategic Planning, Eni 

JSC 

  

Kabyldin, 

Kairgeldy  

Maksutovich 

1953 Pavlodar 

Chairman of the 

Management Board, NC 

KazMunayGas JSC 

Member of the 

Board of Directors, 

NC  
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KazMunayGas JSC 

Kapparov, 

Nurlan  

Dzhambulovich 

1970 Almaty 

Chairman of the Board of 

Directors, Lancaster Group  

Kazakhstan 

Chairman, Young 

Presidents  

Organization 

Kazakhstan 

 

Karabalin, 

Uzakbay  

Suleimenovich 

1947 

Guriev 

(today: 

Atyrau) 

Chairman of the 

Management Board, 

Kazakh Institute of Oil and 

Gas JSC 

Member of the 

Board of Directors, 

Kazakh Institute of 

Oil and Gas JSC 

President, 

Amateur 

Boxing  

Federation of 

the Republic  

of Kazakhstan 

Kiinov, Lyazzat 

Ketebaevich 
 

Mangystau 

region 

Deputy Minister of Oil and 

Gas of Kazakhstan 
  

Kim, Vladimir 

Sergeevich 
1960 

South 

Kazakhstan 

Chairman of the Board of 

Directors, Kazakhmys 

PLC 

Chairman of the 

Nomination  

Committee, 

Kazakhmys PLC 

 

Krymov, Kairat 

Serikovich 
1969 Almaty 

Chairman of the Board, 

Kazakhstan Petrochemical 

Industries JSC 

  

Kulibayev, 

Timur  

Askarovich 

1966 
Almaty 

region 

Chairman of the Board of 

Directors, JSC National 

Company KazMunayGas 

Chairman, the 

Association of 

Legal  

Entities KazEnergy 

 

Magauov, Aset 

Maratovich 
1972 

Guriev 

(today: 

Atyrau) 

General Director, 

Mangistaumunaygas JSC 

Member of the 

Board of Directors, 

NAC Kazatomprom 

JSC 

 

Marabayev, 

Zhakyp  

Nasibkalievich 

1962 

Guriev 

(today: 

Aturau) 

Deputy Managing 

Director, the International 

Consortium North Caspian 

Operating Company 

  

Miroshnikov, 

Vladimir  

Yakovlevich 

 

Krasnodar 

Territory 

(Russia) 

First Deputy Director, JSC 

KazMunayGas Exploration 

and Production 

Board Member, JSC 

KazMunayGas  

Exploration and 

Production 

President, 

Boxing 

Federation in 

Mangystau  

region 

Mynbayev, 

Sauat  

Mukhametbaye

vich 

1962 
Taldy-

Korgan 
Minister of Oil and Gas 

Member of the 

Board of Directors, 

JSC Samruk-

Kazyna 

 

Nazarov, Bolat  

Kunakbaevich 
 

Aktobe 

region 

Managing Director for Gas 

Projects, JSC National 

Company KazMunayGas 

Member of the 

Board of Directors, 

JSC KazTransGas 

 

Rakishev, 

Kenes  

Khamitovich 

1979 Almaty 

Chairman of the Board of 

Directors, SAT & 

Company JSC 

Vice-President, 

Asian 

Confederation  

of Boxing 

 

Safinov, 

Kanatbek  

Beisenbekovich 

1962 Jambul 
Executive Secretary, 

Ministry of Oil and Gas 
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Sarsenov, 

Jambulat  

Zhakievich 

 
South 

Kazakhstan 

Director General, 

Association of Legal 

Entities KazEnergy 

Board Member, 

Atameken Chamber 

of Commerce 

Member, 

Board of 

Trustees  

in Kazakh–

British  

Technological 

University 

Sarybaiuly, 

Sultan Nurbol 
 

Almaty 

region 

General Director, JSC 

KazTransOil 

General Manager, 

Meridian Capital 

Co-owner in 

AsiaCredit  

Bank (former 

Lariba bank) 

 

* Data: The selection of Kazakh energy elites here was undertaken by a leading local 

researcher in each country working for CADGAT; * Reference: Fjæ stad, Kristin and Indra 

Ø verland (2012) “Energy Elites in Central Asia: Kazakhstan, Turkmenistan, and 

Uzbekistan,” RussCasp Working Paper. 
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Abstract (Korean) 

 

국 문 초 록 

성 명: 조비연 

학과 및 전공: 국제학과 국제협력전공 

서울대학교 국제대학원 

 

 본 논문은 카자흐 정부가 2008 년 이후 

국제석유기업(International Oil Companies – IOCs)들을 상대로 강화하기 

시작한 간접적 국유화/몰수 정책(Indirect Expropriation Methods)에 

대하여 연구하였다. 종래 다양한 연구들은 이 같은 간접적 

국유화/몰수정책들을 경제적 자원민족주의(Economic resource 

nationalism)란 현상으로 개념화하고 분석하였지만, 카자흐 정부가 

2008 년 이후 강화하기 시작한 간접적 국유화 정책/경제적 

자원민족주의적 현상에는 시사하는 바가 적다.  

 

따라서 본 논문은 카자흐스탄의 경제적 자원민족주의 현상에 

허쉬만(Hirschman)의 이탈(Exit), 요구(Voice), 충성(Loyalty) 모델 

(EVL Model)을 차관하고, 이를 통하여 카자흐스탄의 경제적 

자원민족주의 현상을 국내 정치 엘리트와 국제석유기업 사이의 
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이탈(Exit), 요구(Voice), 충성(Loyalty) 다이나믹스로 재해석하고자 

하였다. 또한, 카자흐스탄의 경제적 자원민족주의 현상이 나타나기 

시작한 2000-2008 년과 동 현상이 강화되기 시작한 2008 년 이후의 

시기로 구분 짓고, 이러한 두 시기의 이탈(Exit), 요구(Voice), 

충성(Loyalty) 다이나믹스가 정치사회적 요소들에 의하여 어떻게 

변화하였는지 추적하였다.  

 

이러한 과정을 통하여 본 논문은 경제적 자원민족주의의 이론적 

분석틀을 제공함과 동시에 카자흐스탄 최근의 국내 정치 엘리트와 

국제석유기업의 동향을 다루는데 기여하고자 하였다.  

 

 

주요어 

자원민족주의, 경제적 자원민족주의, 카자흐스탄, 국제석유기업 

(International Oil Companies - IOCs), 이탈(Exit) · 요구(Voice) · 

충성(Loyalty) 모델(EVL model), 국내 정치 엘리트 

 

학 번: 2011-22381 (조비연) 
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