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1 Introduction

Since the presence of large stocks of raw materialsis a necessary
but not sufficient condition for the development of the oil and
gas industry, it is necessary to identify priority areas for its
development. The following directions can be designated as
such:

= exploration and development of new oil and gas fields (in
particular, development of resources of the Kazakhstan
sector of the Caspian Sea);

. increasein oil production;

. modernization and development of transport infrastructure
for ensuring maximum access to oil and gas companies to
export routes;

. reconstruction of existing and creation of new industries
(especially petrochemical) with the advanced construction
of facilities for deepening oil refining, improving the
quality of petroleum products, production of catalysts;

. improving the efficiency of the oil and gas complex (the
use of modern production technologies and the integrated
use of il and gas resources, the production of electricity
based on modern gas turbine power plants);

. development of the legal system in the oil and gas
complex.

2 Materialsand Methods

World experience shows that the possession of large
hydrocarbon reserves does not lead to national prosperity, it is
necessary to develop the service sector of the oil and gas
complex as a huge “field” for national investments, development
of own production and creation of jobs.

The oil and gas industry of the republic is one of the most
attractive for investment by both domestic and foreign investors.
This industry has a globally powerful raw material base and a
developed infrastructure for the extraction and processing of raw
materials. However, there is a high dependence of the results of
their activities on the global conjuncture of oil and gas prices
associated with mono production. (1-2)

At the same time, in the conditions of market transformations in
the oil and gas sector of Kazakhstan's industry, as in other
sectors of the economy, positive and negative processes were
observed. Among the obvious negative phenomena are the lack
of clear goals and an understanding of the mission of the
enterprise, inability to identify emerging market opportunities,
the disconnectedness of planning and financial services, the

inability of a systematic vision of the functioning of a modern
enterprise, and some other.

The further development and successful functioning of the oil
and gas sector enterprises in the market requires a review of the
management system and methods, and primarily based on a
strategic approach. Expanding the scope of strategic planning to
the widest possible number of industria enterprises is a
fundamental condition for ensuring sustainable long-term
economic growth and diversification of the economy of
Kazakhstan.

The use of strategic planning creates the most important
advantages in the functioning of the enterprise: prepares the
company for changes in the external environment; links its
resources with changes in the externa environment; clarifies
emerging issues; coordinates the work of its various structural
divisions; improves control in the enterprise.

It is aso necessary to increase the efficiency of verticaly
integrated oil companies.

The sources of efficiency gains in vertically
companies are diverse. The main ones are as follows:

integrated

= the ability to organize intensive information exchange
between its divisions, which allows you to coordinate plans
and schedules for the supply of raw materials, materials,
and semi-finished products, their processing and delivery
of final products to the consumer;

=  the possibility of significantly accelerating the entire cycle
of material movement and, accordingly, accelerating the
turnover of capital and cost recovery;

=  thepossibility of saving on the costs of market transactions
(costs associated with finding a supplier, negotiating
transactions, in case of violation of the terms of the
contract, etc.

. especially large in countries with poorly developed market
infrastructure).

To ensure economic growth requires identifying market
opportunities in areas where the company will have a clear
competitive advantage. It is possible to develop a growth
strategy based on an analysis conducted at three levels. At the
first level, identify opportunities that the company can take
advantage of at the current scale of activity (opportunities for
intensive growth). At the second level, the possibilities of
integration with other elements of the industry’s marketing
system (opportunities for integration growth) are identified. At
the third stage, opportunities that open up outside the industry
(opportunities for diversification growth) are identified. (3)

Intensive growth is justified when the company has not fully
used the opportunities inherent in its traditional markets. The
three main varieties of intensive growth opportunities are:

=  the deep market introduction consists in finding by a
company way to increase sales of its products in existing
markets through more aggressive marketing;

. expanding the boundaries of the market lies in the
company’s attempts to increase sales by introducing
existing products into new markets;

. product improvement is the company’s attempts to increase
sales by creating new or improved products for existing
markets.

Integration growth is justified when the company’ s business area
has strong positions and/or when the company can get additional
benefits by moving back, forward or horizontally within the
industry. (4)

Regressive integration is the company’ s attempt to acquire or put
more stringent control over its suppliers. Progressive integration
is the company’s attempts to acquire or tightly control the
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distribution system. Horizontal integration is the company’s
attempts to acquire or put under more stringent control of some
competing enterprises.

Diversification growth is justified when the industry does not
give the company opportunities for further growth or when
growth opportunities outside this industry are much more
attractive. Diversification does not mean that a company should
take on any opportunity that has come up. The company should
identify areas that will help eliminate its shortcomings. There are
three varieties of diversification:

= concentric diversification, i.e. replenishment of its product
range with products that, from atechnical and/or marketing
point of view, are similar to existing company products;

. horizontal diversification, i.e. replenishment of its
assortment with products that are not related to
manufactured products, but which may cause interest of
existing consumers;

. conglomerate diversification, i.e. replenishment of its
nomenclature with products that have no relation either to
the technology used by the company, or to its existing
goods and markets. (5-6)

3 Results and Discussion

Currently, there is a tendency to transform large companies
interested in their further growth into multinational companies.
From ethnocentric companies that consider their foreign
operations as something secondary, they are transformed into
geocentric companies that consider the whole world a single
market. Company growth is one of the main sources of
increasing its effectiveness and a means of survival in the
competition. One of the reasons stimulating the growth of
companies is the desire to save on the scale of the sphere of
activity.

In the long run, there is no optimal company size, as its growth
is limited only by resources and the ability of managers to adapt
to the new dimensions of the organization and maintain the
integrity of the company. However, the faster the growth, the
more difficult it is for the corporate governance structure to
adapt to changing externa conditions and the higher the
adaptation costs that are opposed to savings on growth. With the
growth of the company, management functions and the
organizational structure of management should radically change.
Only in this case will it be able to maintain stability and realize
the potential for economies of scalein production. (7)

World experience in the organization and management of
enterprises and sectors of the fuel and energy complex indicates
the need for fairly strict regulation of their activities by the state.
Thisis due to the following:

= the enterprises of the complex are few, belong to strategic
sectors of the economy, and a large extent determine the
industrial and military potential, as well as the state of
affairsin ecology;

=  oil and gasin various forms are consumed by absolutely all
members of society, and the feature of this process is its
continuous nature.

This means that the issues of oil and gas production and
processing were and remain political issues; the oil and gas
industry is characterized by high development inertia, huge
capital intensity and concentration of material resources, the
need for large-scale and comprehensive development of national
natural resources, a predominantly monopoly position in the
market and the inability to duplicate some industries in a certain
territory. (8)

For these reasons, the governments of most foreign countries
prefer to keep many of the fuel and energy industries in state
ownership with very strict regulation of the activities of
industries and enterprises that did not get there that are directly
related to the functioning of the national oil and gas industry.

The following can be noted as the main tasks of state regulation
inthe oil and gas industry:

. creating conditions for fair competition;

. contributing to the stable development of oil and gas
production;

. environment protection;

. regulation of corporate profit margins.

The degree of state participation in the regulation of the fuel and
energy sectors, as international experience shows, entirely
depends on the stage of development, the specific situation, the
nature and scale of the tasks to be solved. For the effective
functioning of the economic mechanism, an optimal combination
of market methods and methods stipulated by state regulation is
necessary. The state and dynamic interconnection between the
systems of commodity-money relations and state regulation of
the economy are essential. Without state participation, the
reproduction process is simply impossible. Forms and methods
of financial and economic state regulation are not stable. They
evolve depending on specific conditions. The experience of
industrialized countries confirms that the sharper the situation,
the more actively the state intervenes in the regulation of the fuel
and energy sectors.

The strategic management changes necessary for sustainable
development of oil companies should include:

. organizational and economic consolidation of the company
and its subsidiaries;

L] allocation of support and service services,

=  asharp increase in the quality of financial management,
primarily in terms of the budget, accounting, and control of
production and marketing costs;

= creation of powerful marketing systems;

. development of a modern integrated management
information system;

=  substantial  development of
management system. (9)

the human resources

Thus, foreign experience in managing the oil industry in the
form of vertically integrated companies is extremely important
for Kazakhstan. In the former USSR, perhaps the world's most
integrated oil and gas complex management system existed,
although some parts of the technological chain belonged to
different departments. All threads converged in the former
Governmental plan, where the planned balances for the
production, refining, and distribution of oil and oil products were
developed at prices set above, which ensured the integration of
the entire system - from the well to the gas station. However, this
was not economic integration based on the interest of equal
partners, but administrative-command based on non-economic
management methods. Not only in the conditions of the market,
but also in the transition to it, such a system could not be
maintained, because it contradicted the logic of reforms. The
collapse of the planning and distribution system in the il and
gas complex turned out to be extremely painful when, as a result
of the liquidation of the USSR, certain parts of a single
technological chain ended up in different independent states, and
long-term ties were broken. At present, some relations have been
restored, and the need for their restoration in full, but on other,
mutually beneficial grounds, is obvious. Further development of
vertically integrated companies and the redlization of the
potential laid down in their structure should play a significant
role in this integration process not only within the Republic of
Kazakhstan but also on the economic territory of the whole CIS.

4 Conclusion

In conditions of high uncertainty and instability of the economic
situation, vertically integrated companies have significant
advantages over independent production and intermediary firms
both in terms of the survival of their units and in terms of
normalizing the overall economic situation in the country. The
integration allows you to increase the efficiency of the company
and its surviva in the competition. The advantage of an
integrated company is a balanced distribution. When the price of
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oil falls, the profit of the producing units decreasing, but the
refining and petrochemical industries increase the profit, since
the decrease in the cost of raw materials is usualy greater than
the decrease in the cost of the product, so the losses of one are
compensated by the acquisitions of the other unit.

In general, as practice shows, the vertical integration of
companies engaged in the oil business has competitive
advantages over enterprises and specialized firms.

In implementing their strategies, domestic oil and gas companies
can in the future compete with similar foreign companies not
only due to the presence of the richest reserves of oil and gas and
cheap labor (i.e. natural, raw material qualities, which,
undoubtedly, are a big plus and reserve) but also with their
developed qualities obtained as aresult of the implementation of
their own origina manageria decisions and approaches,
knowledge and ideas.
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