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Abstract. In connection with membership in the World Trade Organization and the Eurasian Economic Union, the
Republic of Kazakhstan has taken several obligations to create equal conditions for producers of goods, works and
services of all participating countries. This circumstance makes it difficult to provide direct support to domestic
producers.

The purchases of government bodies, quasi-government organizations and subsoil users of solid minerals,
hydrocarbons and uranium (government-regulated purchases) create a significant volume of demand for various kinds
of goods, works and services.

Therefore, within the framework of the research, a literary review of the regulatory legal acts governing the procurement
of these entities was carried out. An assessment of the norms contributing to an increase in the share of local content
in purchases is given. As a result, proposals were formed to improve legislation in order to increase the effectiveness
of these norms.

Keywords: local content, local content requirements, Kazakhstani content, support for domestic producers, support
for domestic suppliers of works and services, regulated procurement.

JEL codes: HOO, H500, H570, F230, E610

AnpaTtna. [lyHvexysinik cayga yMbiMblHa XoHe Eypasusanbik 9koHOMMKanbIK ojakka kipyiHe 6annaHbicTbl KasakcTaH
Pecnybnukacsl Gaprblk kaTbiCylbl enaepaiH TayaprnapAabl, >KYMbICTApAbl >X8HE KepcCeTineTiH KblaMeTTepai
eHAipywinepi ywiH TeH xafgannap >xacay >xeHiHae Gipkatap MiHoeTTemenep kabbingagel. Byn xafgan otaHopblK
eHAipyLwinepre Tikenemn konaay kepceTtyai KMblHaaTaabl.

MemnekeTTik opraHAapAblH, KBasyMeMIeKkeTTiK YibiMAapablH XeHe Xep KoMHayblHbIH KaTTbl Nnanaansl kasbanapbiH,
KeMipcyTeKTep MeH ypaHabl nanpanaHylbinapAblH caTbil anynapbl (MemnekeT TapanblHaH peTTeneTiH caTbin
anynap) apTyprni Tayapnapfa, XyMbICTap MeH Kbi3MeTTepre CypaHbICTbIH eAaYip kenemiH Tyabipagebl.

CoHpblkTaH, 3epTTey LeHbepiHae, atanfaH cyObekTinepAiH caTein anynapbliH PeTTeWTiH HOPMAaTUBTIK KyKbIKTbIK
akTinepre aaebwu wony xyprisingi. Catein anynapaa Xeprinikti KamTy yneciH ynfFanTyFa biknan eTeTiH Hopmanapfra
b6ara Gepingi. KopbiTbiHAbINap 6GOMbIHWA OCbl HOpManapAblH NOpPMEHAININH apTTelpy MakcaTbiHAa 3aHHamaHbl
XeTingipy 60MbIHLWA YCbIHBICTAP KanbiNTacTelpbigbl.

TyniH ce3pep: XeprinikTi KaMTy, >XeprinikTi KaMTyFa KOMbINaTbiH Tanantap, KasakCTaHAblK KamMTy, OTaHAblK Tayap
eHAipyLwinepiH kongay, XXymbiCTap MeH Kbl3aMeTTepAiH OTaHAbIK XeTKidyLlinepiH kongay, peTTeneTiH catbin anynap.
JEL koaTap: HOO, H500, H570, F230, E610

AHHOTauusaA. B cBA3M ¢ uneHcTBOM BO BcemumpHOM TOproBor opraHusauun n EBpasmmnckom 3KOHOMUYECKOM COHO3E,
Pecnybnukon Ka3zaxctaH NpuHAT pag 06593aTtensCcTB MO CO3AaHMIO PaBHbIX YCMOBWIA ANs MPOM3BOAMUTENEN TOBApOB,
paboT u ycnyr Bcex CTpaH — y4vacTHuy. [daHHoe 0OCTOATENbCTBO 3aTPYAHSIET OKasaHue MpsIMOM MoaAepXKKY
OTEYECTBEHHbIX MPON3BOAUTENEN.

3akynkM rocygapCTBEHHbIX OPraHoB, KBA3WrOCyAApPCTBEHHbLIX OpraHmMsauuin 1M Heapononb3oBaTenen TBepAbliX
nornesHbIX UCKonaemblX, YrneBo4OPOAOB U ypaHa (perynvpyemMble rocygapCTBOM 3aKymnku) cO34atoT 3HAYMTENbHbLIN
06beM cnpoca Ha pasHoro poda ToBaphbl, paboTbl U yCryru.

B aToM cBA3WM, B pamkax MccrnegoBaHusl, NPOBEAEH nuTepaTypHbid 0030p HOPMAaTMBHBLIX MPaBOBbIX AKTOB,
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perynupytoLLux 3aKynku ykazaHHblX CyGbekToB. [laHa oLieHka HopMaMm, CrocOBCTBYOLLIMM YBENUYEHUIO [LONU MECTHOTO
copepxaHusi B 3akynkax. Mo utoram ccopmMupoBaHbl NPeanoXeHWsi Mo COBEPLUEHCTBOBAHMIO 3akoHOAaTENbCTBA C

Lenblo NnoBblLLEeHNA ,EleVICTBeHHOCTI/I OaHHbIX HOPM.

KniouyeBble crnoBa: MecTHOe coepaHue, Tpe6OBaHVIF| K MEeCTHOMY coAepXaHuto, Ka3axCTaHCKOe coepXaHue,

noadepxka OTEYECTBEHHbIX MPOM3BOAUTENEN,
perynupyembie 3aKynku.
JEL kogbl: HO0, H500, H570, F230, E610

Introduction

Currently, the state regulates the
procurement of state bodies (including their
subordinate  organizations), quasi-state
organizations and subsoil users of solid
minerals, hydrocarbons and uranium. In the
course of procurement, these organizations
create a significant demand for various
products, which must be used to support
domestic producers of goods, works and
services (hereinafter referred to as GWS).
The effectiveness of the funds spent in terms
of their support can be assessed by the
share of local content in procurement.

However, in connection with the
accession to the WTO and the EurAskC,
Kazakhstan is obliged to create equal
conditions for suppliers of all participating
countries, which significantly complicates the
possibility of supporting domestic producers
of GWS. However, in the current legislation
governing the procurement process, there
are various rules that directly or indirectly do
this.

In this regard, within the framework of
this article, a content analysis of regulatory
legal acts (hereinafter - RLA), regulating the
processes of all types of procurement, for the
presence of such rules has been carried out.

Literature review

Local Content Requirements
(hereinafter - LCR) is a protective device with
two simple but powerful calls: creating jobs
at home, not abroad, and directing business
to domestic rather than foreign firms
(Hufbauer et al., 2013).

Contrasted by LCR with traditional
forms of protectionism, such as tariffs and
guotas, these measures have historically
been classified as non-tariff barriers. Thus,
LCR measures were placed on a par with
complicated customs procedures, specific
trade standards and direct government
subsidies. However, LCR measures are
different in nature. All forms of protectionism
in one way or another discriminate against
foreign goods, services and investments
relative to the position of national
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counterparts, while LCR measures are
aimed not at diminishing the competitiveness
of foreign manufacturers, but at national
preferences (Magomedova, 2019).

The development of local content is a
matter of national economic security, behind
which lies the creation of new industries and,
accordingly, new jobs, professional training
of domestic personnel and, ultimately,
improving the welfare of the population
(Temirbekova et al., 2014).

Historically, TMS has been associated
primarily with public procurement and state-
funded projects (Hufbauer et al., 2013).

For the first time in the legislation of the
Republic of Kazakhstan, the term
"Kazakhstani content" was introduced by the
Law "On Subsoil and Subsoil Use" No. 2828
of January 27, 1996: Kazakhstani content in
work, service - the cumulative total share of
the cost of Kazakhstani content in goods
used in the performance of work, in the price
of the contract and (or) wages of employees
who are citizens of the Republic of
Kazakhstan, in the wage fund of the
manufacturer of work, services under the
contract for the performance of work or the
provision of services, minus the cost of
goods used in the performance of work, and
the prices of subcontracts.

In general, local content is an indicator
in value and percentage terms of the share
of local goods, services and labor resources
used in the implementation of activities by
state bodies, the quasi-public sector, and
enterprises in the territory of the Republic of
Kazakhstan.

Research methodology

The object of the study is the regulatory
legal acts of the Republic of Kazakhstan
regulating the procurement of state bodies,
quasi-public sector and subsoil users of solid
minerals, hydrocarbons, and uranium. Here
were applied methods of content analysis
and comparative analysis.
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Analysis

Public procurement

Public procurement is regulated by the
Law "On Public Procurement” dated
December 4, 2015, No. 434-V and the Rules
of Public Procurement approved by the
Order of the Minister of Finance of the
Republic of Kazakhstan dated December 11,
2015 No. 648.

The platform for the implementation of
public procurement is the public procurement
web portal (hereinafter referred to as the

Portal), which has integration with
government databases to obtain the
necessary information about potential

suppliers (availability of licenses, permits,
absence of tax arrears). At the same time,
potential suppliers need to have an
electronic digital signature at all stages of
procurement.

Also, an electronic depository functions
as a subsystem in the Portal, in which a
potential supplier can store information and
documents confirming his work experience
(later taken into account when conducting
tenders), having previously passed the
appropriate verification. Thus, there is no
need to attach this information to each
application for participation in the
competition. In addition, for the purchase of
homogeneous goods worth up to 100 MCI
from a single source, the customer is obliged
to use the electronic catalog of goods (part 3
of paragraph 378 of the Rules for the
implementation of public procurement).

These norms, in addition to obvious
benefits (minimization of corruption risks,
acceleration of the process, convenience),
also provide support for domestic suppliers
and at the same time create an
administrative barrier for foreign ones. So, to
participate in public procurement, they at
least need to register a legal entity in
Kazakhstan and obtain an electronic digital
signature. To sell goods worth less than 100
MCI, if it is in the electronic catalog of goods,
a foreign supplier will have to register their
goods in the catalog. The electronic
depository also has great potential if it is
used as the only source of information about
potential suppliers.

One of the most effective measures to
support domestic suppliers of GWS is to
ensure the availability of information on
upcoming purchases. The current legislation
has a provision obliging customers to post
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public procurement plans on the Portal
(paragraph 12 of the Public Procurement
Rules). At the same time, in the case of the
purchase of works, design and estimate
documentation is also published, providing
information on the volume of goods required
for their sale. It should be noted that there is
an obligation in the Rules of the supplier to
use local construction materials when
carrying out construction work
(subparagraph 3.1 of paragraph 4.1 of the
Model Contract on Public Procurement of
Construction Works). There is also a rule that
allows the customer to pay only after the
submission of a report on local content in
goods, works and services in the approved
form (Model contracts for public procurement
of goods, works and services).

However, the customer does not have
any tools for monitoring the fulfillment of this
obligation and checking the reliability of the
submitted reports.

Quasi-public sector procurement

Purchases of quasi-public sector are
regulated by the Rules of Procurement of
goods, works, services by national
management holdings, national holdings,
national companies and organizations, fifty
or more percent of voting shares
(participation shares in the authorized
capital) of which directly or indirectly belong
to the national management holding, national
holding, national company, approved by
Order of the First Deputy Prime Minister of
the Republic of Kazakhstan - Minister of
Finance of the Republic of Kazakhstan dated
October 31, 2019 No. 1201. The quasi-public
sector procurement platform is also the
public procurement web portal. That is,
basically the procurement process has the
same advantages as the public procurement
process. However, there is no obligation of
the customer to use an electronic catalog of
goods and an electronic depository.

At the same time, the Rules stipulate
the obligations of the customer for the
procurement of goods and services included
in the approved list among suppliers holding
an industrial certificate (paragraphs 54 and
77 of the Rules). An industrial certificate is a
document confirming the presence of an
applicant in the register of domestic
manufacturers of GWS. ccording to the list
(appendix to Rules 2-1), priority procurement
is provided for the following goods and
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services:

Furniture products;

Light industry goods;

Cars and other motor vehicles;

Electrical transformers, static electrical
converters, rectifiers, inductors and chokes;

Wires and cables;

Services for the creation
development of informatization facilities.

Moreover, the Rules provide for a
guaranteed purchase of GWS included in the
base formed by the national institution for the
development of local content from among
domestic GWS suppliers.

Thus, this rule limits the number of
potential suppliers to residents of the
Republic of Kazakhstan who have received
an industrial certificate and / or are included
in the GWS database. That is, the purchase
of foreign GWS is possible only if there is no
domestic supply.

and

Procurement of subsoil users

Purchases by subsoil users of solid
minerals are governed by the Rules for the
acquisition by subsoil users and their
contractors of goods, works and services
used in operations for the extraction of solid
minerals, approved by order of the Minister
for Investment and Development of the
Republic of Kazakhstan dated May 21, 2018,
No. 355. Purchases of hydrocarbons and
uranium by subsoil users are governed by
the Rules for the acquisition by subsoil users
and their contractors of goods, works and
services used in exploration or production of
hydrocarbons and uranium production,
approved by order of the Minister of Energy
of the Republic of Kazakhstan dated May 18,
2018, No. 196.

Despite the difference in regulatory
bodies, the procurement of these entities is
similar and have similar norms that
contribute to the development of local
content. At the same time, they differ from
the purchases of state bodies and the quasi-
public sector due to the relatively low
influence of the state on private
entrepreneurship in general.

Thus, the platform for procurement is
the "Register of goods, works and services
used in subsoil use operations, and their
manufacturers”, for which an EDS is
required. There are also regulations for the
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submission of reports on local content and
the publication of procurement plans. At the
same time, it should be noted that there is no
regulation of the timing of the publication of
procurement plans.

There are no other rules stipulated in
the procurement of state bodies and the
quasi-public sector and aimed at developing
local content in the Procurement Rules for
Subsoil Users.

At the same time, given that the
customers in this case are private
enterprises, they are given the opportunity to
establish minimum requirements for local
content in the purchased GWS
(subparagraph 18) of paragraph 25 of the
Rules).

In addition, when determining the
winner of an open tender, in the event of
equality of prices of the competitive bids of
potential suppliers of an open tender, taking
into account the application of the conditional
price reduction criterion, the winner of the
open tender is the potential supplier who
offered the highest percentage of local
content in the purchased GWS. At the same
time, if one of the suppliers is a Kazakhstani
manufacturer of GWS, preference is given to
him regardless of the proposal for local
content (paragraphs 76-78 of the Rules).

Moreover, customers have the right to
prescribe from one source:

- goods of Kazakhstan origin,
confirmed by a certificate of origin of goods
of the form "CT-KZ" or an industrial
certificate;

- GWS from Kazakh manufacturers of
GWS registered in a single-industry town,
where the customer's enterprise is the only
city-forming enterprise (paragraph 85 of the
Rules).

Conclusions and recommendations

The conducted content analysis
showed that, in general, the processes of all
regulated purchases are similar. However, in
public procurement there are fewer effective
measures to support domestic producers of
GWS in comparison with the procurement of
the quasi-public sector and subsoil users.

Comparison of support measures for
domestic producers of GWS is shown in the
following table.
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Table 1 - Comparison of support measures for domestic producers of GWS in the
context of procurement entities

Measures

Public

procurements

Quasi-public sector
procurement

Procurement of subsoil
users

Procurement platform

Web portal of

public

procurement

Web portal of public
procurement

Register of goods, works
and services used in
carrying out subsoil use
operations and their
manufacturers

Use of the electronic
depository

Using the electronic catalog of
goods

Publication of a procurement
plan

Supplier's obligation to submit
a local content report

Availability of plausibility
checks on local content reports

Obligations of the construction
contractor to use local building
materials

The customer's commitment to
priority procurement among
suppliers with an industrial
certificate (for goods and
services included in the
approved list)

Availability of a guaranteed
order of GWS included in the
base of domestic GWS
manufacturers

Availability of the customer's
ability to establish minimum
requirements for local content
in the purchased GWS (for
procurement by means of an
open tender)

Preference for Kazakhstani
manufacturers of GWS with
equal price offers

The presence of an advantage
over the supplier who offered
the largest share of local
content (with equal price offers)

The possibility of purchasing
local goods using a method
from a single source (if you
have a CT-KZ certificate)

Purchase of GWS from local
manufacturers registered in
single-industry towns where
the customer's enterprise is
located, which is the only city-
forming

Thus, all regulated purchases are

carried out electronically,

in

special

information systems, for which the presence
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of an EDS is necessary. However, the
electronic catalog of goods and the
electronic depository are used only in public
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procurement.

At the same time, it should be noted
that the potential of the electronic depository
is not fully realized. Currently, it is used at the
request of potential suppliers, as a
convenient tool. Whereas the use of an
electronic depository as the only source of
information about a potential supplier will
create a barrier for foreign suppliers due to
the need to enter relevant information into it
(work experience, licenses, permits, etc.). At
the same time, the verification period for
them may be extended compared to local
ones, since the verification of the reliability of
the information provided takes longer.
However, first of all it is necessary to expand
the list of information contained in the
electronic  depository  (availability  of
equipment, base, admission to participate in
specific works, etc.).

The legislation provides for an
obligation for all subjects of regulated
procurement to preliminary publish their
procurement plans with design estimates, if
any. However, at present, domestic
producers, in search of information about the
upcoming volume of demand for their
products, are had to read the scanned
versions of estimates found on the Portals of
individual purchases of works. At the same
time, modern information technologies make
it possible to maintain design estimates in
electronic format, which makes it possible to

Control

consolidate information about the upcoming
demand for a particular product with
reference to a specific location. The
refinement of the public procurement portal
with the introduction of a cartographic
projection of ongoing purchases (using the
example of an interactive map of open
budgets) will greatly facilitate the perception
of information. Thus, domestic producers will
be informed about the upcoming demand for
their products and will have the opportunity
to prepare an appropriate stock. Also, in all
three cases, the supplier is obliged to submit
reports on local content. At the same time, if
subsoil users and subjects of the quasi-
public sector have the right to check the
reliability of reporting information, while the
state bodies, in accordance with the norms
of the Entrepreneurial Code, cannot do this.

To solve this problem, it is proposed:

- combine procurements of all subjects
of regulated procurement on the public
procurement web portal,

- provide domestic producers with an
online platform based on the Portal to offer
suppliers their products, indicating the
volume, characteristics, price and conclusion
of an agreement (possibly in the case of
digital design and estimate documentation);

- to improve the Portal in terms of
automatic comparison of the local content
report with the offered goods of domestic
producers.

Support
Customer

|

Comparing the report
with the proposals of

domestic producers

Online
platform

Information about
Buys a product the materials Offers a product Domestic
needed to perform producers

Contractor

Contract conclusion

the work

Figure 1 - scheme of the proposed online site

Thus, an automated verification of the
reliability of the local content report will be

carried out, which will make it possible to
require the supplier to fulfill its local content
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obligations. In addition, this will make it The remaining norms, which are
easier for general contractors to find the directly aimed at supporting domestic
necessary materials, and for domestic producers of GWS, are provided for in each
producers - a buyer (Figure 1). And also, it category as far as possible and their
will allow us to form a base of average prices generalization is unacceptable.

for goods.
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Hdaynem ECMAI'AMBETOB, dokmopaHm, Akademusi 20cyOapcmeeHHO020 yrnpasneHus rnpu lNpesudeHme
Pecnybnuku KazaxcmaH, Pecnybnuka KaszaxcmaH, 2opod Hyp-CynmaH, d.yessmagambetov@apa.kz;
JTapuca KYCAUHOBA, K.3.H., npogbeccop, Akademusi 20cydapcmeeHHO20 yripaessneHusi rpu NpesudeHme
Pecnybnuku KazaxcmaH, Pecrniybnuka KaszaxcmaH, 2opod Hyp-Cynman, |.kussainova@apa.kz;

Palnaw TYPYEKEHOBA, K.3.H., dupekmop MHcmumyma ynpaeneHusi, Akademusi 20cydapcmeeHHO20
ynpaeneHuss npu [lpe3udeHme Pecnybnuku Pecnybnuka KaszaxcmaH, eopod Hyp-Cynman,
r.turchekenova@apa.kz.
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