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In recent years, more and more countries have been implementing green
economies and considering the transition to green development as a strategic
development model, which is observed, for example, in the OECD countries, Japan,
South Korea and others. Currently, the green technology market in Kazakhstan is at
the stage of formation, which necessitates acceleration. The Astana International
Financial Center (IFAS), in cooperation with the European Bank for Reconstruction
and Development (EBRD), has developed a concept defining the main approaches to
the formation of a green financial system in Kazakhstan and attracting appropriate
investments. In 2013, the Government of the Republic of Kazakhstan adopted the
Concept of Transition to a Green economy, which outlined the need to transform the
model of economic development towards sustainability based on the principles of
green growth.

By joining the Paris Climate Agreement, Kazakhstan has committed itself to
achieving goals to reduce greenhouse gas emissions. This has reinforced the need to
develop infrastructure and the green technology market. To achieve these goals,
Kazakhstan has developed national programs and strategies aimed at creating favorable
conditions for sustainable development.

To ensure the transition to green growth, the Government of Kazakhstan has
implemented a number of legislative initiatives, including the adoption of the
Environmental Code, the Law on Support for the Use of Renewable Energy Sources
and the Concept of Transition to a Green Economy. These measures position
Kazakhstan as a leader in Central Asia in the field of sustainable development. In
February 2018, the National Development Plan until 2025 was approved, where the
green economy is highlighted as one of the key priorities.

In 2021, the updated Environmental Code was adopted, which sets standards for
state environmental regulation, promotes green investment and supports the fulfillment
of the country's international obligations in the environmental field. In addition, a
regulatory framework has been formed to create a green financial system, which has
established an Advisory Council on Green Finance, including local and international
experts [1].
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Together with the European Bank for Reconstruction and Development (EBRD),
the Concept of a Green Financial System and the strategy of the Astana International
Financial Center (AIFC) for promoting green finance until 2025 were developed. The
EBRD's portfolio includes 25 projects related to the energy sector of Kazakhstan, out
of a total of 236 projects worth 7.3 billion euros, of which 43% are concentrated in the
energy sector.

The economic development of Kazakhstan in the near future will largely depend
on the effectiveness of integrating the principles of environmental management and
rational use of natural resources into the economic planning process. In this context,
the key issue is the mobilization of financial resources to ensure sustainable green
growth. According to the Concept of transition to a green economy, Kazakhstan needs
to invest 3-4 billion dollars annually, which is about 1% of GDP. The main part of
these funds is expected to be attracted from the private sector, focusing on international
standards of sustainable financing.

Table 1 — Investments aimed at the green economy

Total Asa Including
percentage Types of Types of Reducing
(2020) activities activities greenhouse
renewable energy-saving gas
energy sources | technologiesand | emissions
energy
efficiency
The whole of | 103 766 939 82.9 98 901 557 4 833 394 31988
Kazakhstan
Akmola region 11231934 17.8 11 231 93425 - -
643 662
Aktobe region 25 643 662 246.9 25 643 662 - -
The city of 21 801 3.7 21801 - -
Almaty
Atyrau region 46 806 186.4 - 30 861 15 945
Zhambyl region 52 400 425 8.1 times 52 400 425 - -
more
Kostanay region 8 152 845 73.2 8 152 845 - -
Kyzylorda 1201632 8.8 1202 632 - -
Mangystau 16 513 1.1 - 470 16 043
region
Turkestan region 466 164 32.7 249 258 216 906 -
East Kazakhstan 40 257 0.4 - 40 257 -
region
Astana city 4 544 900 76.7 - 4 544 900 -
Note - Compiled by the authors based on sources [2]

In recent years, the country has demonstrated record growth rates in investments
in clean energy. The most active green projects are being developed in Akmola, Atyrau,
Kostanay and Zhambyl regions. The main focus is on the construction of solar and
wind power plants, as well as the introduction of environmentally friendly transport.
The average annual investment growth was 87.2%, and by the end of 2018, investments
In environmental protection increased 2.5 times, reaching 80.2 billion tenge. In
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subsequent years, investment growth amounted to 21% per year, which allowed
significant funds to be allocated to solving problems such as reducing emissions of
pollutants into the atmosphere and waste disposal. For comparison, in 2017, the total
Investment in environmental protection amounted to 32.5 billion tenge, showing a
modest increase of 0.9% [2].

The Head of State has set a strategic goal for Kazakhstan: to reduce the energy
intensity of the gross domestic product by at least 25% by 2020 and by 50% by 2050.
These goals are also reflected in the Concept of Transition to a Green Economy.
Innovation processes lead to inefficient market mechanisms, changes in prices for
mineral fuels, and changes in subsidies. Recently, a new opportunity has emerged in
Kazakhstan to attract investments in sectoral renewable energy sources.

Environmental finance: the potential and challenges of Kazakhstan's transition
to sustainable development

Kazakhstan is on the path to sustainable development, which requires the active
introduction of green technologies and sustainable financial instruments. Green finance
Is becoming a key driver of the ecological transformation of the economy, contributing
to the reduction of carbon dioxide emissions and the creation of environmentally
friendly infrastructure. In recent years, the country has seen a significant increase in
investments in renewable energy projects and other areas related to the transition to a
green economy.

The growth of green investments and their priorities

Investments in clean energy in Kazakhstan are increasing at an unprecedented
pace. According to the Ministry of Energy, the average annual growth of such
investments is 87.2%. In 2018, the total volume of investments in environmental
protection increased 2.5 times and reached 80.2 billion tenge. Projects are actively
developing in Akmola, Atyrau, Kostanay and Zhambyl regions, where solar and wind
power plants are being built, as well as environmentally friendly modes of transport
[2].

Energy conservation and energy efficiency improvement are strategic priorities
of Kazakhstan. According to the state program, by 2020, the energy intensity of GDP
was supposed to be reduced by a quarter, and by 2050 — by half. These goals are
supported by investments in renewable energy sources (RES), the production volume
of which in 2022 amounted to 2,392.5 million kWh, which is 18.9% more than in the
previous year. Special attention is being paid to the construction of solar and wind
farms, the share of which has increased significantly over the past six years.

Green finance tools and initiatives

Kazakhstan actively uses green bonds to stimulate green projects. The first
placement of such bonds took place in 2018, when funds were raised for the
implementation of small-scale renewable energy projects. Subsequently, in 2020, the
Damu Entrepreneurship Development Fund issued the first green bonds in Central Asia
to finance solar power plants in the Turkestan region. These initiatives indicate a
growing interest in sustainable financing tools.

Funds such as Kazyna Capital Management play an important role in the
implementation of projects aimed at environmental modernization. At the end of 2017,
the fund's portfolio included 25 projects with a total value of 46.9 billion tenge. Most
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of these funds were allocated to the development of energy and transport infrastructure.
In addition, within the framework of international cooperation, Kazakhstan attracts
investments for the construction of renewable energy facilities.

Problems and challenges

Despite its achievements, Kazakhstan faces a number of obstacles on the way to
sustainable development. One of the main problems is the lack of involvement of
second-tier banks in green financing. Many financial institutions limit their activities
in this area due to the lack of a clear regulatory framework and low interest in
sustainable investments. There is also limited access to international green funds and a
lack of appropriate ESG standards.

To overcome these challenges, it is necessary:

« Strengthening legislative support for green finance;

* Developing partnerships with international institutions;

* Creating economic incentives for the private sector.

Conclusion

Green investments are crucial for economic transformation in Kazakhstan, the
ability to develop sustainably and preserve the situation in the country. Attracting
investments in the field of renewable energy sources, energy efficiency and
environmentally friendly technologies allows Kazakhstan to diversify its nature,
reduce consumption of hydrocarbon resources and create new jobs.

For the further development of the green economy, Kazakhstan needs to
continue to improve the legislative and financial framework that will support green
investments and promote the development of environmentally sustainable
technologies. An important factor in this process is the increased use of green financial
instruments such as green bonds and the increased computing power of the private
sector, including second-tier banks, in financing environmentally friendly projects.

Successful integration of green investments in an emergency situation will allow
Kazakhstan not only to reduce the negative impact on the environment, but also to
Increase its competitiveness in the international arena. Eventually, the green economy
will become the basis for stable and economic growth in Kazakhstan, which will lead
to a constant quality of life and environmental goals set at the international level.
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