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ﬂﬂOur mandate is to make two and two

2elel up to more tan reur”

Richard Evans says he took a lot of convincing before he became chairman of
Samruk Holdings. It's no wonder — among the challenges he faces are to make
sense of a sprawling set of government-owned companies, and to deal with
governance issues and allegations of corruption. But in an interview with Eric
Ellis, Evans and Samruk’s deputy chief executive, UIf Wokurka, say it's well worth

the challenge.

How did you, a British businessman, come to be the chairman of
Kazakhstan’s premier state company?

EVANS: I was introduced to Nazarbayev on one of his early trips to
the UK by (then Prime Minister Tony) Blair while I was still at BAE,
and Blair was anxious that the UK should help one of the fledgling
former Soviet states. Out of that conversation, in about 2001, came
discussions about BAE helping fix the national carrier and reforming
the aviation sector here. That led to “why-don’t-you-come-and-set-
up-the-new-airline-for-us?”. We [BAE] first helped draft legislation
for the industry and a few months later Nazarbayev told me it had
been enacted. He said “OK, now that’s done, come and see me at
Spm about the new airline” and that'’s literally how the relationship
started. He’s a great traveller, and there was a later trip to London,
the Borat visit, where Nazarbayev took away a lot more than peo-
ple realized at the time, including this tendency to use London’s
financial services as its outlet to the world. The City was hugely
impressed by him.

OK, you raised Borat, I was hoping to avoid him...

EVANS: There was one really important thing to Borat, it caused
people to ask “where-the-hell-is-this-place-called-Kazakhstan”, there
was suddenly massive interest in this place [Borat aka Sacha Baron
Cohen has been officially invited to Kazakhstan but has yet to ac-
cept].

Do you enjoy the job?
EVANS: (laughs): Obviously I do because otherwise I wouldn’t have
taken it. I took a lot of persuading to come and take it.

Meaning extra zeroes?

EVANS: No, just that I have a lot on in the UK. The PM and presi-
dent were pressing hard for me to come and do the job and they
wore me down to a certain extent. I was over here on a review of
the airline, we had lunch at the palace and the prime minister said
we want to talk you again about Samruk and there and then at that
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lunch, after a previous nine months warm-up, I said “fine, OK, I'll
do it.” I don't think I could’ve said yes had I not seen a lot of them
and got to know them quite well. It’s clear the opportunities for this
country are phenomenal and to be a part of it is hugely challenging.

What's the challenge at Samruk?

EVANS: Unlocking the information within. You go around the or-
ganization, there’s a lot of talent and there’s a hell of lot of knowl-
edge in these businesses but there is no mechanism for sharing it.
There’s a silo mentality. People are accustomed to working in their
silos and they don't think laterally so there is really nothing that
joins the silos together. So as the culture changes, the knowledge is
shared so we are not constantly reinventing the wheel. The prime is-
sue for me coming here is to begin a serious programme of corporate
governance brought into Samruk to carry down into the national
companies. The bigger issue, very much a cultural issue, is a much
longer programme. This is a country that is human capital-scarce
but there are high-quality people. But because of the history, it’s
exceedingly short of people who've got western and commercial
business experience and the big challenge is to develop that experi-
ence, and that is a generational thing.

Is your task to ultimately dismantle Samruk to the private sector?
WOKURKA: The job is not is to dismantle Samruk but to manage it,
to increase the value and to beautify it for potential future partial
privatization.

EVANS: The problem here is managing what we’ve got. The original
“Big Five” companies are a hell of a burden and although these
other 15 or so companies are small, sometimes they require more
resources and effort than the bigger businesses. We've got to digest
what we’ve got first. But if there were other pieces that are com-
plementary or add value to what we are doing, then we would be
better off owning them. Our mandate is to make two and two add
up to more than four, to get the management working to a clearly
defined set of objectives, deliver that value. If we want any of these
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“You go around the organization, there’s a lot of
talent and there’s a hell of lot of knowledge in

these businesses but there is no mechanism for
sharing it. There’s a silo mentality”

Richard Evans, Samruk

businesses to go to market we’ve got to fundamentally change the
governance of them. It’s putting in proper management controls;
audit, risk management, information systems, all the tools that a
good company needs to run the business effectively and safely for
the shareholder, what is happening down inside the business. The
value of me for senior people here is to have somebody around to
tell them the way I see it and tell them very clearly what I think is
the truth.
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WOKURKA: I would say it’s at least a couple more years before any-
one should seriously consider disinvesting.

On governance, after 18 months since Samruk was created,
what’s your sense of how far it’s come? It’s not Corporate Scandi-
navia out there.

EVANS: I would say we are just scratching the surface. At the most
senior levels of government, we are maybe 50% but in the bowels

of the bureaucracies we’d be about 10%. It's very difficult for the
government to understand that it no longer has direct access to and
control of these national companies, that Samruk is the shareholder.
We are saying this to the finance minister, the economics minister,
energy, the president, the PM. And we have to keep on explaining
this... the accountability of Samruk to the government has to be a
normal shareholder-company relationship, clearly defined. Take the
definition of an independent director... you've got to tell the guy
from the economics ministry that I'm sorry, under the terms of the
code, you are not independent. You can stay on the board but you
are not independent. I think it’s important to have these people
around because of their inputs but you’ve got to be realistic about it,
they are not independent directors. We get complaints from govern-
ment, because although the transition has taken place legally, that
doesn’t mean to say its happened up here (pointing to his head).
This has to change, people have to get in line with the law.

The capitalism practised here is very different to the West...
EVANS: Yes, and in the context of decision-taking you wish like hell
you could transfer some of it to the west. If you’ve got an idea and
you want to do something and you get the government behind it,
it’s very easy to do it.

What impact have you had so far?

EVANS: When I first came here, people expected to be told what to
do and then went and did it. The big difference today is that people
are encouraged to engage in the decisions that they take, and own
them.

Kazakhstan has its share of oligarchs but not to the same degree
as Russia. Some analysts say Samruk been set up by Nazarbayev
to stop oligarchs emerging as alternative sources of power and
influence.

EVANS: The impression I distinctly have here is that there’s a wish
not be seen repeating the Russian experience. Kazakhstan wants to
create its own experiences.

WOKURKA: Kazakhstan has a tenth the number of oligarchs Russia
has and they are more in a cooperative mood [with the government]
here. We have seen moves taken by the president to form a sort of
national alliance, with the state sector and private sector...

EVANS: It’s almost Japanese...

WOKURKA: ...with the goal of creating the foundation for future
generations which may not benefit from hydrocarbon wealth.

Singapore’s Temasek is officially cited by president Nazarbayev as
a model for Samruk. How evident is that influence in Samruk?
EVANS: There were obviously occasions — and still are — when
references were made back to Temasek. But now there is a general

January 2008 - EUROMONEY 95



Emerging Europe

British Prime Minister
Tony Blair greets the
Kazakhstan'’s President
Nursultan Nazarbayev
(3R) as Chairman of British
Aerospace Sir Dick Evans
(R) greets Kazakhstan's
Foreign minister Yerlan
Idrisov (L) in Downing
Street November 16, 2000.
Earlier today, Kazakhstan
signed a memorandum of
understanding with British
Aerospace. KD/BR

recognition of big differences, this is a huge country with a lot of
natural resources and with a vast geographical disposition of these
businesses. I think people here have increasingly realized that the
differences between here and Singapore are really much bigger than
people may have first thought. Today, increasingly, you actually get
a lot more people talking about the Malaysian model, Khazanah. In
the Temasek businesses, it’s a sort of revolving door process, people
revolving around them, going from one company to another, which
doesn’t happen so much here. The other big difference is that there’s
really only one (of the Samruk offshoots) that is an external-fac-

ing organization, the oil company KazMunaiGas. The rest of them
are totally inward-facing - post, railways, telecoms, energy. Unlike
Singapore, they’ve never engaged in the external commercial world.
The Singapore government had some very clear long-term objectives
(in setting up Temasek in the mid-1970s) and the businesses and
positions it has subsequently acquired are part of a long-term eco-
nomic and industrial plan. That is completely different to the situa-
tion here, derived out of a centralized economy with the residue and
history of its past. You don’t find a cohesive national government
strategy for, say, mining. These companies didn't transfer across

to us with a highly developed strategy and a sophisticated plan
matched against it to deliver the strategy...

They were kind of ‘plonked’ there with Samruk?

EVANS: Absolutely. It is probably the single biggest challenge these
companies have today, and therefore Samruk as their shareholder,
is to actually understand and plan for where their industries will be
in 20 years’ time. There is clearly going to be a point in time where
some decisions will have to be taken as how that business responds
to the challenges of the market. There is much more an argument
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here that the companies will find they need to team or joint venture

to meet market demands.

Given that Temasek was Nazarbayev’s inspiration, Singapore
insists its economy is open for allcomers but many foreign busi-
nesses would not consider competing directly against Temasek-
linked companies because the clubby Singapore Inc network
would be hard to overcome. If, say, Deutsche Post, wants to
compete with Samruk’s KazPost, could that happen?

WOKURKA: We are talking about assets within Samruk that are of-
ficially declared to be of strategic importance and therefore any sale
or acquisition requires written approval of the government. The ques-
tion of a strategic investor in these sectors would have to go to the po-
litical decision-makers before the business case can be made. As far as
I know, and this is a quickly moving country and the political agenda
often changes quickly, there is no plan to invite investors to these
strategic industries, with two few exceptions; telecoms and aviation. I
believe competition could happen but we should note the attractive-
ness is relative. We have the ninth-biggest landmass in the world with
a population of just 15 million, so population density is low and ac-
cordingly the business potential is limited, as is the purchasing power.
There’s not much room for a second or third player.

Where’s the potential at Samruk?

EVANS: Nobody has come in here and really looked at how you
drive value out of these businesses. It has not been done, therefore
it remains to be done and therefore it’s a huge opportunity. All of
these businesses have got big scope for improvements in economic
and financial performance and to do that you have to have the right
managers in place.
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Corruption? Kazakhstan ranks a lowly 150th of the 179 coun-
tries surveyed by Transparency International. Samruk is 25% to
33% of the economy.

EVANS: It's a hell of a lot less than it was and there is certainly a de-
sire at the governmental level to deal progressively with it but it’s
not something you can wipe out overnight. There’s another area

- nepotism — where people expect to put their families into jobs,

to be taken care of. My view is that they have to come through
transparently in the way they are recruited, particularly as senior
levels. However, when you begin to understand the history of this
place, there’s an explanation for nepotism which again will take
time to change, which goes back into the Soviet era, into the early
period of the collectivizations, the early 1930s, harsh times, people
perished and the only way you could survive was to hunker down
into families, the family chief looking after everybody, it was a
matter of survival — there’s a certain instinct of that still around the
place here, a responsibility to look after relatives which goes back
into history.

(Euromoney opens the page of the 2006 Samruk annual report that
displays President Nazarbayev’s son-in-law, Timur Kalibayev, as Samruk’s
deputy CEQO, describing him as ‘married” and no mention of his relation-
ship to Nazarbayev)

EVANS: | knew Timur was a member of the family here, running the
business, and I'd never met the guy before I came but I came in with
a completely open mind. As I said earlier, the one thing missing
here are good businessmen — Timur was the best business guy that
we had in the entire organization. I had lots of messages saying he
might be a problem for me in the context of the rights of hire and
fire but I think Timur was, in the context of guys who understand
business principles, the best guy that we had in here. The only time
I saw him was on KMG business.

Hire and fire...what powers do you have? The same as you did at
BAE?

EVANS: Yes, pretty well, though it’s much better to have people
come along with you. You've got to have due cause, but the princi-
ples are pretty much the same as anywhere else.

Who's your boss?

EVANS: Technically, my boss is the minister of economy, because
he is the shareholder, but the governance of the business on behalf
of the government is vested in a special committee chaired by the
prime minister.

And they answer to Nazarbayev?

EVANS: Yeah, and I've got to say the one thing in this country that
is really good is that whenever you’ve got to see somebody senior,
the PM or the president, their door is open. There’s a bureaucracy at
a certain level in the place but if there is something going on and I
need to see the PM, it’s very unusual not to get in the same day.

You, a foreigner, chair an enterprise that controls a huge part of
the Kazakhstan economy. You are a de facto cabinet minister?
EVANS: There’s a danger of being treated as a cabinet minister but
the problem is if you allow it to happen then the damned organiza-
tion becomes another ministry. It's a really serious issue. It would
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“The job is not is to dismantle Samruk but to

manage it, to increase the value and to beautify it

for potential future partial privatization”

Ulf Wokurka, Samruk

be very easy for Samruk to become a super-ministry and all it then
does is simply put another layer on top. It’s a constant fight to stop
it happening. I cannot afford to engage in politics and it’s not my
politics anyway. My situation is very simple — to the best of my
ability I tell these guys what needs to be done, help them to do it
and, internationally, tell them where to go to find help. To put a
foreigner into the job sends big messages for Kazakhstan, that this
is not a closed society, that we need outside help and we are going
have to find more foreign expertise.

What are your dinner party anecdotes when you go back to the
UK after being here?

EVANS: Most people ask: “Where the hell is Kazakhstan?” Central
Asia for the West ceased to exist for 100 years, it just disappeared off
the map but now it’s increasingly coming back; people are paying a
lot more attention and understanding that some of these places are
going to be the key economies for the 21st century. And it tilts west
rather than it does to China.

How long is your term?
EVANS: Contractually I'm here until I terminate my contract with
the board, or the board terminates me. There’s no deadline.

Mindful of the messages your appointment sends for Kaza-
Khstan, what would cause you to think it’s time to go, for better
or worse?

EVANS: If there was something to occur here that was absolutely con-
trary to what we are trying to achieve with transparency and proper
governance, that would cause me to leave. I'd tell people the truth
why I'd left. I'd tell it like it is. Or when it got to the point where I
ceased to be interested by it, when it ceases to engage me.
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