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The creation of mechanisms to increase employment levels in new dynamic, vibrant hydro-carbon and mineral economies is a process that all stakeholders should embrace in a new world order. There is good pragmatic reason to do so, beyond economic. The importance of social and corporate responsibility by those who directly engage in investments and operations in those economies also have a legal and moral necessity to do so. Ensuring that a culture of legacy beyond investment, development and profits should become a norm to embrace for which recipient countries should encourage and reward.

There are multiple reasons beyond that. High levels of unemployment create an environment for instability, which in turn undermines the confidence that protect the very investments that are necessary for the development of those national assets; the challenge is how to create and implement innovative mechanisms. There does often appear to be a gap that needs to be bridged between foreign and national interests.

Kazakhstan, for example, has a longstanding and thriving oil and gas industry experiencing continuous growth with many opportunities for local industry involvement. Yet an area that has not been properly explored is the underutilized national industrial base that can allow for the production of locally produced goods and services to the necessary quality in a secure safe environment that meet industry standards.

Whilst this model needs to be adopted around the new world, Kazakhstan comes with an advantage in that a base already exists; the challenge is that the base is producing significantly under capacity, with in many cases a need to modernise. A modernisation programme, either by direct investment or joint ventures however would transform that potential. Investors could also be attracted to the building of new production facilities to cater for future demand. So, beyond maximizing employment opportunities of nationals and local content, is the challenge to create the arena for more purchases of locally produced goods and services . A process of enhancing the local supply chain capacity within Kazakhstan should become now a core strategy in the future development of national assets.

Whilst the Kazakhstan oil and gas industry offers a very challenging working environment, frequently characterized by high pressures and high sulphur content thereby dependent on the most enhanced technologies across the drilling and hydrocarbon production activities, an undercapacity industrial base identifying niche production creating opportunity for domestic supply, in addition to access into the Russia market by taking advantage of the customs union, presents tremendous opportunity. The table stakes of assuring operators, contractors and industry at large to demonstrate to work cost efficiently whilst assuring the safest and most environmental friendly conditions can, I have no doubt, be met.

I was taken aback when I was informed that Kazakhstan's import figures for machine tools for the oil and gas industry run disproportionally to overall imports amounting to annually to billions of dollars a year. Any country would introduce policies and encourage local production faced with similar circumstances. So the time has come for a new business model, with the most likely being a partnership between local manufacturers standing alongside foreign partners . For those thinking of engaging with Kazakhstan; come and look at the situation from within. A different picture emerges that can help in the formulation of your strategy. I have now toured five regions of Kazakhstan viewing factories so I am too well aware of the willingness and ability of Kasakhstani interests to enter cooperation discussions.

I would hope that the major international oil companies would find favour in supporting this initiative once satisfied that the viable, long-term, beneficial business opportunities are properly memorialized within mutually acceptable contractual terms and conditions. Success does require the engagement of all stakeholders,. I am fully aware of course that they have already achieved a lot, and I unreservedly acknowledge the time horizons, investment and results delivered by companies such as Agip, BG, Chevron, ENI, Shell and Total amongst others, who have a long, dedicated, mutually beneficial, and successful investments already in place in Kazakhstan. However a key objective of participating in improving the industrial base has been very challenging and major improvements should be made in this area through integration of all parties, collaboration and strong leadership.

The stakeholders to this process most shoul certainly include Government, in addition to investors, operators, factory owners, and companies around the world who have the technology and are able to satisfy on quality, availability, quantity, price competitiveness and as importantly, provide a full maintenance service.

I have been challenged by the Chairman of Kazamunaigaz to assist in delivery of this initiative. To achieve the necessary results however, it is imperative to move forward in a step by step process to create a firm foundation, which will include the identification of impediments.This should include the introduction of as much flexibility as is practical before implementing a road map. A recognition of the importance of a unified approach incorporating central and local government, parliament, operators and their partners together with domestic and foreign private sector is an additional challenge. There is, however, a growing sense of urgency to deliver.

We must engender a spirit of cooperation and partnership amongst the essential stakeholders and in strengthening the foundation we must consider how best to derisk the environment. A carefully coordinated programme of niche matchmaking between suitable foreign partners who can offer capacity and technology must be asessed, in addition to a core team be appointed to deliver to full implementation. A review of how procurement rules could allow for a form of preference, with consideration of prequalification criteria being more realistic, might also be appropriate. I wonder whether identifying say 20 or so factory facilities and ring fencing them with a view to making them world class manufacturers might also be a useful topic for discussion.

The first step in the overall initiative has been taken by the chairman of KazMunaiGas, Mr Kiinov, and associate organizations agreeing to attend a discussion with members of the international oil and gas community, government representatives and specialist technical advisors in London mid June. From that point, invitations wil be sent to appropriate organizations to come to Kazakhstan at the end of July to have preliminary discussions with potential partners. Those organizations will hear how they can enter this market and bring their machinery, technology and specialist capacity to produce quality products for the oil and gas sector. The domain kazsupplychain.com has been reserved to further these aims. As a further example, I have been chairing meetings of a joint working group of contracts and procurement representatives of each of the main developments, Karachagak, Kashagan and Tengiz, in order to consider how to instil benefits of a more unified approach to those activities, with codes of conduct and review of procurement procedures.

I am under no disillusion regarding the technical, commercial, and socio-economic challenges of this project, including for the necessary capacity training and development of nationals for employment, in addition to the community investment that seeds the development of local supply chain capacity. It will take time, investment, focus, discipline and commitment to develop the national workforce.There are huge challenges ahead but these priorities can be delivered within existing contractual arrangements and international treaties with foresight, willingness, respect and innovation.

I relish the challenge ahead. Solutions will replace impediments. Success will come with teamwork.

