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REGIONAL SECURITY

DISCUSSIONS ON EURASIAN
INTEGRATION

MURAT LAUMULIN

urasian integration and the Eurasian

Economic Union have attracted

nu-merous views and opinions and

ignited heated discussions: a larger
part of the political and business community
of the CIS countries is aware of the advantages
a common economic space that has their best
interests at heart will have to offer. On the other
hand, the possible loss of national sovereignties
and independence has stirred up apprehension
that keeps politicians in two minds and slows
down economic cooperation.

INTRODUCTION

The Treaty on the Eurasian Economic Union
signed in Astana on 29 May, 2014 made it a
reality even though the vacillations on whether
Eurasian integration (post-Soviet reintegration)
was pos—sible and/or necessary are rooted in the
more distant past’.

The story goes back to the early 1990s and
the attempt to arrive at a new Union Treaty (the
so-called Novo-Ogaryovo process); in April
1994, Nursultan Nazarbaev delivered his famous
speech at Moscow State University, in which
he invited the post-Soviet republics to reunite
into a Eurasian Union. The 1990s were dotted
by attempts to create regional integration struc-
tures—the Central Asian Cooperation (CAC),
the EurAsEC, the Customs Union-1, the Com-
mon Economic Space (CES of 2004), etc. The

new version of the CU, which appeared in 2010,
developed into the CES with the prospect of be-
coming the Eurasian Economic Union (EEU) in
2015. The idea of Eurasian integration acquired
clear international-legal and political-economic
outlines.

Seventeen agreements commissioned on 1
January, 2012 form the contractual and legal
framework of the Common Economic Space and
serve as the foundation of its member countries’
relations related to a vast range of problems—
from macroeconomic policies and financial
markets to technical regulations and protection
of intellectual property. The Eurasian Economic
Commission (EEC), a supranational structure,
was set up to administer the integration processes
of three members so far (Russia, Belarus, and Ka-
zakhstan). In October and December 2013, they
arrived at a decision to sign an agreement on the
Eurasian Economic Union on 1 January, 2015.

It should be said that there are enough sup-
porters and opponents of integration outside the
three countries involved, as well as inside each of
them. The sides involved can be divided, with a
great degree of approximation, into four groups:

(1) supporters and opponents inside the coun-
tries belonging to the Customs Union, Common
Economic Space, and Eurasian Economic Union;

(2) supporters and opponents in the can-
didate states (Armenia), potential candidates
(Kyrgyzstan) and candidates with reservations
(Tajikistan);

" On the pre-history of the subject, see: E.S. Syzdykova, “Evraziyskaia integratsia v otsenkakh nauchno-issledovatelskogo i
ekspertno-analiticheskogo soobshchestva stran TS-EEP,” Kazakhstan-Spektr (KISI), No. 3, 2013, pp. 5-29.
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REGIONAL SECURITY

(3) observers—the other CIS countries af-
fected by the integration process;

(4) foreign observers (mainly in the West, as
well as in other countries).

KAZAKHSTAN

Kazakhstan is actively involved in the integra-
tion processes and promotes Eurasian integration
within the EEU and the CES.

There is no agreement, however, on the subject
in the republic, where discussions have been go-
ing on and on for many years. It can be said that
the questions related to Eurasian integration have
been carefully elaborated at the fundamental aca-
demic and analytical level by the republic’s best
think tanks: the Kazakhstan Institute of Strategic
Studies (KISI or KazISS), the Institute of World
Economy and Politics at the Foundation of the
First President of Kazakhstan (IMEP), the Insti-
tute of Political Decisions (IPR), the Agency for
Studying Profitability of Investments (AIRI), the
Institute of Economics at the Ministry of Educa-
tion and Science of the Republic of Kazakhstan
(MON RK), and several others.

In the last few years, KISI has carried out
several fundamental studies of various forms
of Eurasian integration™, while its experts have
expressed their own opinions about integration

and its course™. They agree with the official

position and are convinced that Eurasian inte-
gration should proceed slowly but surely from
EurAsEC to the Customs Union, then to the Com-
mon Economic Space and, finally, to the Eurasian
Economic Union. It is extremely important to
convince the public that Eurasian integration is an
important factor of regional stability and higher
competitiveness of the CU countries™ ™

KISI experts summarized the preliminary
results of Kazakhstan’s membership in the CU
and CES and found them positive. Since 2011,
the CU’s first year, Kazakhstan has been demon-
strating quantitative and qualitative progress in
the main macroeconomic indices, including GDP,
investment cooperation with the CU countries,
inflow of investments into advanced economic
branches, smaller deficit in trade with Russia,
slower inflation, and greater inflow of taxes.

According to the KISI experts, asynchronous
development within the EurAsEC creates two
integration spaces: the space formed by the
Union State of Russia and Belarus and the space
formed by the states of Central Asia (Kazakhstan,
Kyrgyzstan, and Tajikistan) or, in other words,
the “Euro—pean” and “Asian” parts of the com-
mon EurAsEC space. On the other hand, there
is a threat of dis—integration of the EurAsEC
economic space (withdrawal of its Asian part, in
particular) which can be described as a threat to
“Eurasianism.”

" See: Tamozhenny soiuz Belarusi, Kazakhstana i Rossii: sostoianie, problemy, perspektivy, KISI, Almaty, 2009, 368 pp.;

Tamozhenny soiz Belarusi, Kazakhstana i Rossii: realii i perspektivy, Materialy mezhdunarodnoy konferentsii, 25 November, 2009,
ed. by B.K. Sultanov, KISI, Almaty, 2010, 128 pp,; D.Sh. Mukhamedzhanova, Kazakhstan i mezhdunarodnye integratsionnye protsessy,
KISI, Almaty, 2011, 200 pp.,; Tamozhenny soiuz i Edinoe ekonomicheskoe prostranstvo: problemy ekonomicheskoy integratsii, KISI,
Almaty, 2013, 176 pp.; Formirovanie EEP: sostoianie, problemy, perspektivy, KISI, Almaty, 2012, 200 pp.; A.A. Bashmakov, Ot
prigranichnogo sotrudnichestva k evraziyskoy economicheskoy integratsii: sbornik nauch—nykh trudov, KISI, Almaty, 2013, 216 pp.;
K.B. Berentaev, Ekonomika Kazakhstana i vyzovy XXI veka. Sbornik nauchnykh trudov, ed. by B.K. Sultanov, KISI, Almaty, 2013,
244 pp., Integratsionnye protsessy v evraziyskom prostranstve i sovremenny mir, KISI, Almaty, 2013, 234 pp.

" See: L. Muzaparova, “Tamozhenny soyuz i Edinoe ekonomicheskoe prostranstvo: perspektivy razvitia i vozmozhnosti
dlia stran-uchastnits,” Analytic (KISI), No. 4, 2011; idem, “Evraziyskiy ekonomicheskiy soiuz: novaia realnost v globalnoy eko-
nomike,” Analytic, No. 12, 2012; idem, “Tamozhenny soiuz i Edinoe ekonomicheskoe prostranstvo: vozmozhnosti i perspektivy,”
Rossia i novye gosudarstva Evrazii (IMEMO), No. 111, 2011, pp. 1-7; D.Sh. Mukhamedzhanova, “Novye aspekty ekonomicheskoy
politiki v usloviiakh Edinogo ekonomicheskogo prostranstva,” Analytic, No. 6, 2009, pp. 76-89; idem, “Problemy postsovetskogo
regionalizma,” Kazakhstan-Spektr, No. 2, 2011, pp. 63-67; idem, “Stanovlenie edinogo ekonomicheskogo prostranstva: vzgliad iz
Almaty,” Rossia i novye gosudarstva Evrazii, No. I, 2013, pp. 14-23; idem, “Natsionalnaia ekonomicheskaia strategiia v usloviiakh
EEP,” Rossia i novye gosudarstva Evrazii, No. IV, 2011, pp. 44-56; S. Nugerbekov, “Analiz torgovo-ekonomicheskikh otnosheniy i
sostoiania ekonomik RK, RF i RB v usloviiakh predstoiash—chego vkhozhdeniia v Tamozhenny soiuz,” Analytic, No. 3, 2009, pp.
48-57; G. Rakhmatulina, “Tamozhenny soiuz v ramkakh EvrAzES: perspektivy dlia Kazakhstana,” Mirovaia ekonomika i mezh-
dunarodnye otnosheniia (IMEMO), No. 11, 2010, pp. 75-81; idem, “Neftegazovy sektor Kazakhstana v usloviiakh EEP,” Rossia i
novye gosudarstva Evrazii, No. [, 2012, pp. 18-31.

" See: Tamozhenny soiuz i Edinoe ekonomicheskoe prostranstvo: problemy ekonomicheskoy integratsii, pp. 11-12.
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REGIONAL SECURITY

This means that the political elite of Ka-
zakhstan largely supports integration in the
economy, but not in other spheres, and regards
President Nazarbaev as one of the leaders and
authors of the Eurasian Union idea. Kazakh-
stan’s analysts point out that the integration
process has already pro-duced its first fruits.
The idea is supported at the grass-roots level,
Senator Anatoly Bashmakov is one of the most
active supporters of Eurasian integration™"""

Positive assessments of integration do not
exclude doubts expressed by different politi-
cal, economic, and public groups. Those who
criticize the CU-CES point to the absence of
a clear con—cept of integration and a national
idea shared by Kazakhstan and Russia. Some
of the experts believe that the idea of bringing
together the potential of both countries in order
to use their natural re-sources to organize their
territories and upgrade the standard of living
may become a consolidating factor.

There are fears in the expert community that
supra-national institutions might deprive Ka-
zakhstan of its sovereignty; there is no agree-
ment either in the expert community or public
at large about the usefulness of a Eurasian
parliament, which is seen as an instrument
of Moscow’s control over Astana. It seems
that this opinion, incessantly broadcast by the
media, forced President Nazarbaev to make
several outstanding statements. In January
2013, he pointed out: “The country’s political
sovereignty is not discussed. Any attempt to
put pressure on Kazakhstan to threaten our
independence will be seen as a reason to leave

the union,” and he also said that Kazakhstan
needs economic integration.

The critics are concerned about the con-
tinued raw-material nature of the country’s
economy. The arguments are simple: the lead-
ers’ hasty decision to join the alliances alleg-
edly meets the interests of the raw-material
companies, which will move to the duty-free
markets. The future of small and medium
businesses unable to compete with more or
less competitive Russian business is vague.
The rising level of bureaucratization inside
the integration alliance and the absence of a
common system of technical regulation are
seen as weak points.

Russia’s excessively protectionist policy at
the regional level raises even more objections.
Its federative structure allows the local parlia-
ments to issue their own regulations, which
erect obstacles to goods from Kazakhstan.
The critics point to the fact that Kazakhstan’s
involvement in the CU-CES inevitably limits
its trade with China™"""

There are attempts to assess Eurasian inte-
gration at the theoretical level. Director of the
Institute of World Economy and Politics Sultan
Akimbekov believes that ideological issues
were pushed aside by the fierce political and
economic discussions and, therefore, out of the
political space. Today, ideology is closely con-
nected with the following questions: Is Russia
determined to restore its old empire? And what
do the other former Soviet states and nations
think about this? This has inevitably pushed
the issue into the sphere of politics™ "

Hkk ok

See: A.A. Bashmankov, “Kazakhstan i Rossia—passionarnoe iadro evraziyskoy integratsii,” Rossia i novye gosu—darstva

Evrazii, No. IV, 2013, pp. 18-23.0n the pre-history of the subject, see: E.S. Syzdykova, “Evraziyskaia integratsia v otsenkakh nauchno-
issledovatelskogo i ekspertno-analiticheskogo soobshchestva stran TS-EEP,” Kazakhstan-Spektr (KISI), No. 3, 2013, pp. 5-29.

ok

On detailed criticism, see: N. Kassenova, Kazakhstan and Eurasian Economic Integration: Quick Start, Mixed Results and

Uncertain Future, [FRI, Paris, 2012, 29 pp.; F. Vielmini, “The Challenges of Eurasian Integration for Kazakhstan,” ISPl — Analysis
(Rome), No. 151, 2013, 7 pp.; Zh. Ibrashev, S. Abdugazieva, “Politicheskiy aspekt evraziyskoy integratsii,” Analytic, No. 4, 2012,

pp. 198-110.

 See: S. Akimbekov, “Evraziiskaia teoria dlia integratsii i Kazakhstana,” Kazakhstan v globalnykh protsessakh (IMEP),

No. 1, 2013, pp. 6-17.

See: G. Chufrin, Ocherki evraziyskoy integratsii, Ves mir Publishers, Moscow, 2013, 128 pp.; idem, “Evraziyskaia integratsia:

pervye itogi i novye vyzovy,” in: Dvustoronnie politicheskie i ekonomicheskie otnoshenia Kazakhstana i Rossii, KISI, Almaty,
2013, pp. 20-131; idem, “Tamozhenny soiuz Rossii, Belorussii i Kazakhstana,” Rossia i novye gosudarstva Evrazii, No. II, 2010,
pp. 5-14; idem, “Posle SSSR: ot SNG k Evraziyskomu soiuzu,” Kazakhstan-Spektr, No. 3, 2011, pp. 35-42; idem, “20 let bez SSSR:
ot SNG k Evraziyskomu soiuzu,” Rossia i novye gosudarstva Evrazii, No. IV, 2011, pp. 5-13.
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RUSSIA

In Russia, the most active driving force be-
hind integration in various forms, the problem is
attracting even more attention. There are many
supporters as well as opponents in the academic
community and political establishment.

At the intellectual level, it is discussed at the
Institute of World Economy and International
Relations (IMEMO RAS), the Russian Institute
of Strategic Studies (RISI), the Foreign Ministry
Moscow State Institute of International Rela-
tions (University) (MGIMO-U), the Institute
of Economics RAS, and many others. The In-
ternational Affairs journal, which translates the
opinions of the Foreign Ministry of Russia, has
been paying a lot of attention to the issue™"""*"
Academician Gen—nadi Chufrin of the IMEMO
RAS, the most enthusiastic supporter of Eur-
asian integration and the author of numerous
works on the subject™ ™, is convinced that
Russia should add vigor to its informational
and propaganda efforts to demonstrate that eco-
nomic cooperation within the Customs Union,
the Common Economic Space (since 2012),
and the future Eurasian Economic Union is the
main cooperation trend and will remain so in
the foreseeable future. He has pointed out that
Russia and its partners are not only determined
to move consistently toward mutually advanta-
geous positions in the integration process, but
also seek the best possible solutions to make this
rapprochement irreversible.

Academician Chufrin is also convinced that
the Eurasian Economic Union might develop
in the distant future into a confederation (if and

when the necessary preconditions have been
created), not only consolidated by economic, do-
mestic and foreign policy, and security interests,
but also by shared interests in the humanitar-
ian and cultural spheres™ """, He has written
elsewhere that structural changes and gradually
moving away from the present raw-material
development model (responsible for their depen-
dent status in global economy) are impossible
without breakthroughs in the above-mentioned
directions™ "

There is no agreement in the Russian aca-
demic and expert community on the efficiency
of the planned association. Some people believe
that the project is doomed, while others see it as
an already accomplished reality and are living
in the pleasant anticipation of huge advantages.
There are those who, while accepting the project
as well-timed and useful, warn about the strenu-
ous efforts in store for its builders. They mean
that these efforts should be harmonized and that
the Union’s supranational character should be
accepted and its members act accordingly. There
is another, no less challenging task: the members
should modernize their economic and, hence,
political systems within a very short period of
e

Vladislav Inozemtsev, a well known political
scientist, says in so many words that the claims
of Russia, Belarus, and Kazakhstan to the role of
one of the world’s geo-economic centers are un-
founded. Prof. Alexey Portanskiy of the Higher
School of Economics is, likewise, very skeptical
about the prospects of the new integration struc-
ture. He believes that the leaders of Russia are
driven by foreign policy considerations—they

et See: “The Architecture of Integration Processes in the Post-Soviet Area: Russia, Ukraine, Belarus,” International Affairs
(MID RF), No. 1, 2012; “Yalta-2012. The Eurasian Development Vector: Problems and Prospects,” International Af~fairs, No. 1,

2013, pp. 112-175.

Ry

See: G. Chufrin, Ocherki evraziyskoy integratsii, Ves mir Publishers, Moscow, 2013, 128 pp.; idem, “Evraziyskaia

integratsia: pervye itogi i novye vyzovy,” in: Dvustoronnie politicheskie i ekonomicheskie otnoshenia Kazakhstana i Rossii, KISI,
Almaty, 2013, pp. 20-131; idem, “Tamozhenny soiuz Rossii, Belorussii i Kazakhstana,” Rossia i novye gosudarstva Evrazii, No.
1L, 2010, pp. 5-14; idem, “Posle SSSR: ot SNG k Evraziyskomu soiuzu,” Kazakhstan-Spektr, No. 3, 2011, pp. 35-42; idem, “20 let
bez SSSR: ot SNG k Evraziyskomu soiuzu,” Rossia i novye gosudarstva Evrazii, No. IV, 2011, pp. 5-13.

ook ok

EETEET e

pp- 8-17.

kR A

2012, pp. 5-20.
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want a strong economic and territorial structure
to be taken into account to a much greater extent;
there is another (and rarely proclaimed) aim to
keep the post- Soviet states in Russia’s sphere
of influence.

S. Chernyshev, Director of the Department
of Economic Cooperation with CIS Countries,
Ministry of Economic Development, on the other
hand, does not question the efficiency of the CU
and the CES of the three countries.

Alexander Bykov, Senior Research Associate
at the Institute of Economics, RAS, has offered a
much more balanced opinion: despite the weak
starting positions, “good results are possible if
work is organized correctly, if the goals selected
are optimal and realistic, and if an efficient
mechanism is built.” The text, however, betrays
that success is not guaranteed.

Russian experts pay a lot of attention to what
their colleagues from other countries, Kazakh-
stan in particular, have to say™ """, Nikolay
Rabotyazhev of IMEMO has pointed out that
closer integration among the post-Soviet states
meet the national interests of Russia and its CIS
partners and that, not infrequently, the foreign
policy of the newly independent states does
not correspond to their national interests, which
slows down integration. At the same time, writes
the author, integration in the post- Soviet space
should not be limited to Russia, Belarus, and Ka-
zakhstan™ ™"

Russian experts write a lot about integration at
the global level™ ™ E. Vinokurov and A.

Libman from St. Petersburg have summarized their
conceptual approach to the issue in their fundamen-
tal work Evraziyskaia kontinentalnaia integratsiia
(Eurasian Continental Integration), in which they
developed their idea of a new configuration of inte-
gration processes on the Eurasian continent. They
believe that the integration going on in different
parts of the continent is being increasingly comple-
mented by continental integration. It should de-
velop in the form of extensive cooperation among
the existing integration associations, forums, and
all sorts of other structures based on the shared
interests of the states involved. They expect that
the present disunited associations will be replaced
with the incorporation of all the integration enti-
ties into several integration structures”™

The authors agree that Eurasian integration is
potentially important for all the countries on the
Eurasian continent and is very important for Russia
and Central Asia, which gain a lot from the combi-
nation of two Eurasian integrations—the Eurasian
post-Soviet and Eurasian continental ™

Russian academics have been showing im-
mense interest in the civilian dimension of inte-
gration™" " A Portanskiy has pointed
out that the obviously unequal distribution of
responsibility for the Eurasian integration project
between the sides involved should be regarded
as its weakness. The state of their economies
suggests that each of the sides needs stronger
partners with high-tech bases found only outside
the borders of the future Eurasian integrated
B

sk

See: E. lonova,

gosudarstva Evrazii, No. 111, 2012, pp. 81-86.

No. IV, 2011, pp. 28-43.
s g

2012, 224 pp.

AR ok

“Kazakhstan i razvitie ekonomicheskoy integratsii na postsovetskom prostranstve,”

Rossia i novye

See: N. Rabotyazhev, “Integratsia na postsovetskom prostranstve: novy start,” Rossia i novye gosudarstva Evrazii,

e: Budushchee Evrazii: BRIKS ili Evraziyskiy soiuz? Voprosy ustoychivosti soiuzov, TsSOP, Moscow, 2012, 28 pp.
See: E. Vinokurov, A. Libman, Evraziyskaia kontinentalnaia integratsia, Center of Integration Studies, St. Peters—burg,

See also: E. Vinokurov, “Pragmatic Eurasianism,” Russia in Global Affairs (Moscow), No. 2, 2013; E. Vinokurov,

A. Libman, “Trendy regionalnoy integratsii na postsovetskom prostranstve: rezultaty kolichestvennogo analiza,” Voprosy ekonomiki
(IE RAS), No. 7, 2010, pp. 94-107; idem, “Post-Soviet Integration Breakthrough. Why the Customs Union has More Chances
than Its Predecessors,” Russia in Global Affairs, No. 2, 2012; A. Libman, “Postsovetskaia integratsia i politicheskie sistemy post-
sovetskikh gosudarstv,” Rossia i novye gosudarstva Evrazii, No. IV, 2012, pp. 5-20; idem, “Optimalnoe prostrans—tvo evraziyskoy
integratsii,” Rossia i novye gosudarstva Evrazii, No. IV, 2010, pp. 5-17; E. Vinokurov, A. Libman, “Dve evraziyskie integratsii,”
Voprosy ekonomiki, No. 2, 2013, pp. 47-72.

e See: T. Guzenkova, “Evraziyskiy ekonomicheskiy soiuz: grazhdanskoe izmerenie,” Problemy natsionalnoy strategii
(RISI), No. 6, 2012, pp. 75-89.

e See: A, Portanskiy, “Poblemy i dilemmy evraziyskogo vybora Rossii,”
1, 2013, pp. 24-31.

Rossia i novye gosudarstva Evrazii, No.
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Prof. Xenia Borishpolets doubts Russia’s po-
sition as the integration leader. It is the leading
economic entity of integration, the raw-material,
population, and industrial potential of which is
greater than the aggregate potential of the two
other countries, however the movement along
the Eurasian trajectory has not made Russia, by
default, an absolute leader™ ™™,

Andrey Suzdaltsev (Higher School of Eco-
nomics) asks whether the Eurasian Economic
Union will replace the Union State of Belarus and
Russia? By way of answering his own question,
he points to the unique place of the Union State
among the other post-Soviet integration projects
as the only attempt to bring about political in-
tegration of the CIS members. In 2010, Belarus
joined the Customs Union, which deprived the
Russian-Belorussian political integration project,
the Union State, of its economic dimension. This
means that it will remain a very specific social
and two neighbors

Stanislav Borisov (IMEMO RAS) has
analyzed a novel phenomenon of the post-
Soviet period, namely, efforts to promote
monetary and financial integration within the
Customs Union and the Common Economic
Space . The author has pointed
out that since Eurasian integration has not moved
very far yet, it is too early to offer substantiated
and objective conclusions about its efficiency,
advan—tages, and shortcomings. He writes that
Russia profited from the agreement: it keeps the
income produced by the export of crude oil in its
budget. It should readjust the payment for energy
resources it sells to Belarus: obligatory payments
in convertible currencies should be replaced with
the possibility to pay in Russian rubles (this has
been done in trade in other goods).

Kazakhstan should follow Belarus and issue a
law that will make the Russian ruble a convert-
ible and reserve currency in its territory. The
author concludes that a single currency in the
integrated states will probably appear in the dis-
tant future; today this is a subject of theoretical
supposition and academic discussion.

BELARUS

The Belarusian leadership talks of itself as
the flagman of Eurasian integration and claims a
special role for its country. It proceeds from its
active involvement in all the integration projects
up to and including the Union State of Russia
and Belarus. In many respects, the republic is a
privileged member of the integration alliances,
President Lukashenko being the main (or even
the only) sup—porter of integration with Russia
in the republic’s political elite™" ™

Integration with Russia causes apprehen-
sion in the political and expert community of
Belarus. First, that part of the republic’s expert
community that supports the government is
convinced that the unique Belorussian model
of a socially oriented state is incompatible with
the Russian political and economic development
pattern and that Belarusian sovereignty will be
threatened.

Those who oppose integration into a future
alliance proceed from the familiar arguments
related to the choice “between the East and
the West.” These people look at integration as
gradual acceptance of Russia’s conditions and
describe it in terms of subordination and absorp-
tion rather than integration. Those who regard
Eurasian integration as an imposed process also
doubt its future.

********************
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Some experts interpret integration in the post-
Soviet space as a key to the “doors to China”
and its rapidly growing economy. Experts of
the Center for European Integration Problems
at the Ministry of Information of the Republic
of Belarus believe that China as a source of high
technologies and investments is an alternative to
Europe, while Eurasian integration will give the
country the opportunity to become one of the
main transit corridors for Chinese goods and will
add to Belarus’ geopolitical weight.

On the other hand, the country is actively
invited to join the Mezhdumorie, a Polish inte-
gration project expected to join Ukraine, Belarus,
Latvia, Lithuania, and Poland in an integrated
region. With a population of about 100 million,
this association, supported by its allied rela-
tions with Washington, will be able to control
the larger part of Russia’s western contacts, be
involved in trans-Eurasian trade routes, and be
strong enough to defend its interests in Brussels.
The Poles proceed from the (false) supposition
that the Belarusian regime is fragile; this explains
why their plans are not supported either by the
country’s political and expert community, or the
ordinary people.

THE CANDIDATE COUNTRIES

The expert community of Kyrgyzstan and its
parliament were far from united in their response
to the statement made by President Almazbek
Atambaev in 2013 that Kyrgyzstan should join
the Customs Union and that an interdepartmental
commission had been set up to start negotiations
on the country’s CU membership. The prospects
and possible repercussions were discussed at a
series of public meetings; much has been written
in specialized publications and much has been
said in the media.

In Kyrgyzstan, the nationalist or pro-Western
politicians and public figures are forced to support
in public (even though with much reservation) the

ideas of Eurasian integration in general and the
Eurasian Economic Union in particular. Kyrgyz
labor migrants and their far from enviable situa-
tion is one of the most painful issues. The business
community is very positive about Eurasian inte-
gration; the country’s orientation toward re-export
is seen as the main problem, while the opening of
internal markets and the probability of new jobs
breed hopes. It should be said that despite the
gradually shrinking of Russia’s cultural position in
the region, the ordinary people are still positively
disposed toward Russia and Eurasian integration.

Kyrgyz experts point out that the structure
of the republic’s trade with the members of
the Cus—toms Union shows that the changed
trade conditions might have a strong impact
on practically all of the economic sectors, the
budget, and employment and that a considerable
part of the country’s foreign trade relies on re-
export .

A group of independent experts studied the
possible economic effects of the country’s CU
membership; the project was funded by USAID.
They concluded that its membership would
inevita—bly cut down the volumes of import and
re-export together with budget revenues. On the
other hand, the WTO rules, which allow its mem-
bers to join free trade areas and customs unions
under certain conditions, make it fairly hard for
Kyrgyzstan, which is a WTO member, to join the
new Customs Union.

Kyrgyz society is especially worried about
Russia’s absolute economic and political domina-
tion in the Customs Union; the country’s economy
is small and weak to the extent that it can function
only as a part of a large economic association. This
means that its CU membership will resolve many
problems related to the labor migration of Kyrgyz
citizens to the CU member states.

The public and expert communities are
involved in uncompromising discussions of
whether the country should join the Customs

************************
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Union stirred up by slack or even absent inte-
gration within the CIS, contradictions between
integration and the desire to preserve national in-
dependence, and fragmentation of the integration
process. Time has shown, however, that the lead-
ers of Kyrgyzstan are becoming more inclined
to join the new integration structure, particularly
after President Putin’s visit to Kyrgyzstan in 2013
and the signing of large-scale investment agree-
ments with Russia in the energy sphere.

If it joins the CU, the discrepancies between
the conditions for CU and WTO membership
must be addressed and resolved. Kyrgyzstan will
have to double its customs tariffs; Russia’s WTO
membership and the intention of Kazakhstan and
Belarus to join might cause readjustments of the
Unified Customs Tariff of the Customs Union.

The public debates on whether or not the
country should join the Customs Union are ac-
companied by alarmist statements that re-export
will die and jobs will disappear. The distribution
of income revenues might cause even more com-
plications. Kyrgyz experts insist on the following
preferences: the national and the CU regimes
should coexist for three to five years; the CU
countries should extend Kyrgyzstan technical
support to modernize production and improve
the quality of locally produced goods; support
of and assistance to the business community of
Kyrgyzstan should be rendered to enable it to
adjust to the international security and quality
standards .

On 19 September, 2013, the Ministry of
Economics of Kyrgyzstan and the Eurasian
Economic Commission (EEC) approved the final
version of the corresponding roadmap. Some of
the Kyrgyz experts offered a very unusual opin-
ion: they see the Customs Union, the Common
Economic Space, and the Eurasian Economic
Union as practical implementation of the liberal
theory of a market economy in which goods,

capital, services, and labor circulate with mini-
mum state limitations and add that Russia risks
more than the other members .

Armenia is already involved in all the integra-
tion formats (the CIS and CSTO) and has an ob-
server status in the EurAsEC. At the official level,
much is being said about the need to strengthen
economic ties in the Eurasian space. In October
2011, Prime Minister T. Sarkisian approved the
newly established format of self-organization
of states and promised that Armenia would be
actively involved in the process. In August 2012,
after a meeting of the presidents of Russia and
Armenia, the two countries set up a commission
to study the opportunities for Erevan’s integra-
tion efforts within the framework of the CU and
the EEC.

It should be said that the main Armenian in-
formation resources and progovernment media
are very negative about the EEU and Armenia’s
involvement in it. For a long time, the official
circles insisted that the issue could be discussed
only when a document outlining the format,
instruments, and mechanisms available to the
future members of the Eurasian Economic Union
had been signed. A country with no common
borders with Russia, Kazakhstan, and Belarus
cannot be fully involved in the CU and CES
formats for obvious geopolitical reasons.

Early in September 2013, Armenia announced
that it wanted CU membership and, later, in-
volvement in building the Eurasian Economic
Union. Russia and Kazakhstan agreed immedi-
ately, while Minsk remained in two minds: the
local leaders viewed Armenia within the CU as a
rival of Belarus with respect to Russian subsidies.

Seen from Russia, it looked as if Armenia was
ready to perform a geopolitical U-turn away from
Moscow; in fact, Armenia was acting under the
pressure of a blockade that weighed heavily on
its economy and was extremely disappointed in

**************************
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the strategic partnership with the Russian Federa-
tion. Most of the industrial enterprises that Russia
acquired as payment of Armenia’s debt remain
idling, while the repeated requests for a $2 billion
loan needed to stabilize Armenia’s economy were
ignored. It remains to be seen whether Russia will
issue a grant to minimize the losses caused by
the higher gas prices. There is an even weightier
argument: Russia sells weapons to Azerbaijan.

It should be said in all justice, that President
S. Sargsian planned to initial the Association
Agreement at the Vilnius Summit of the Eastern
Partnership Countries in November 2013. The
Armenian elite see the country’s alliance with
Moscow as a temporary measure prompted by
the unfavorable geopolitical environment, i.e.
Turkey as the closest neighbor and the state of war
with Azer—baijan. They, the younger generation
in particular, associate the country’s future with
the EU and NATO, rather than with Russia and
the CIS integration structures. Armenia should
remain Russia’s friend, but not an ally. Russia, in
turn, “should not block the road to Europe.” When
Armenia reached the final stretch of the road to
the Association Agreement with the EU, Vladimir
Putin made it abundantly clear that economic divi-
dends were no substitute for the national security
ensured by Russia.

Some Armenian experts are fairly outspoken
about the prospects of Eurasian integration. Al-
exander Iskandarian, Director of the Caucasus
Institute in Erevan, for example, is convinced that
the former relations between the former Union
republics cannot be restored because cooperation
among the post-Soviet states stands on a basis very
different from their coexistence within the same
country. “In ten to fifteen years from now, the
generation of the elites that grew up in the Soviet
Union and that shares the same culture codes and
the ability to communicate with each other like

people of one country, and not like foreigners,
will begin to leave the stage™™™ ™ :

Since 2005, a wide range of problems caused by
Tajikistan’s possible CU membership has come to
the fore and remains on the republic’s sociopolitical
agenda. Very much in line with the globalization
trends, Tajikistan looks at deeper integration as one
ofits foreign policy priorities; the public shares this
conviction with the country’s leaders.

In October 2011, in the wake of Vladimir Pu-
tin’s program article written as part of his election
campaign, all the political parties of Tajikistan
approved the idea of integration and the prospect
of CU membership for the republic. Later, public
discussions of the future of the Eurasian Economic
Union were pushed aside by the more urgent pros-
pect of CU membership. On the whole, the idea has
been accepted in Tajikistan even though there are
fears that at the first stage there might be economic
losses. Kozidavlat Koimdodov, Ambassador of
Tajikistan to Belarus, shares this apprehension.
Until the borders of the Customs Union approached
Tajikistan, i.e. Kyrgyzstan joined it, Dushanbe
preferred bilateral agreements. According to
public opinion polls, most of the political forces
and ordinary people support the ideas of Eurasian
integration

OTHER CIS COUNTRIES

The bloodshed in Maidan in February 2014 pre-
dated by Viktor Yanukovich’s foreign policy som-
ersaults we observed in 2013 and in Vilnius made
itnext to impossible to assess Ukraine’s position on
this or any other foreign policy issue. We can talk
about trends related to the problem discussed that
were more or less obvious in the country’s political
and expert communities before 2014.

Russian experts have agreed that Ukraine was
the weakest European link in the chain of Eurasian

***************************
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integration . Ukraine remained
outside the integration field and stubbornly refused
to join integration projects because there is no more
or less influential right-wing political force or public
group willing to join Russia’s integration projects
and ready to defend its position in public.

The financial and political elites are showing
no interest in integration, individual politicians
and marginal movements being the only exception.
According to the public opinion polls conducted in
2009-2012, about 54% of the country’s population
supports integration within the CIS; isolationist
feelings were even less popular than in Russia: 23%
and 36%, respectively.

On the whole, before 2014, the nation and the
elite could not agree on many points—a situation
typical of today’s Ukraine. The closely intertwined
economic and political elites have their own ideo-
logical and business reasons to oppose reunifica-
tion. Indeed, everything Ukrainian is consistently
opposed to everything Russian; there is a lot of
talk about the civilizational abyss between the two
peoples, which dominates public life and the local
media. The integration idea has little chance in a
country where pro-Russian views and opinions are
banned and where sympathy for Russia is incom-
patible with Ukrainian patriotism. The structure of
business interests of the Ukrainian financial and
industrial elite is very important; in fact, the Ukrai-
nian business community is afraid of the Russian
“oligarchs” and defense and security structures.

Since 2012, the opinion that Russia’s integra-
tion proposals are compulsory in nature has been
spreading far and wide across the country. The
Western lobby in Ukraine stands opposed to the
projects of the Eurasian Economic Union and the
European Union. Petr Simonenko, First Secretary
of the C.C., Communist Party of Ukraine, is the only
open supporter of the former. Today, integration of
Ukraine and other parts of the post-Soviet space

looks improbable in view of the stormy events of
2014, which led to Ukraine losing Crimea and its
waging a de facto war in its eastern regions, etc.

Writing in 2013, that is a year before the Euro-
Maidan in the center of the Ukrainian capital, Yuri
Andreev, an expert from Russia, predicted that the
West, the United States in particular, would try to
keep Ukraine away from the Eurasian Union in or-
der to deprive the integration structure of the lion’s
share of its potential consequences and international
weight . The stormy events of
late 2013 and, especially, of 2014, which removed
Yanukovich, himself not an enthusiastic supporter
of integration, confirmed what Andreev wrote early
in 2013 and buried the weakest of hopes that Kiev
would agree to be involved, at least marginally, in
Eurasian integration. Prompting from the outside
is obvious.

Moldova and Transnistria disagree over the
nature and aims of Russia’s integration initiatives.
The ruling and humanitarian elites of the former,
which are looking at Europe and Rumania, describe
Russia’s initiatives as another bout of its “imperial”
policies and suspect Moscow of a desire to “detach
Moldova from the Rumanian cultural community
and European civilization.” In Transnistria, where
people regard their republic as part of historical
Russia, the motives and aims of Eurasian integra-
tion under the aegis of Russia are seen as absolutely
justified.

Sociological polls register, very much as in
Ukraine in 2009-2012, consistent growth of Euro-
skepticism among the popular masses attracted by
Russia and its integration initiatives. Politicians and
experts of the opposite camp are alarmed by the
figures and their impact on Moldova’s European
integration. Their explanation of the evolution of
opinions and preferences are highly one-sided. The
local opposition, on the other hand, is exploiting
the subject in its own interests. The left-wing par-
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ties heavily rely on Eurasian rhetoric in an effort
to present themselves to the public as consistent
sup-porters of drawing closer to Russia through
integration projects.

The South Caucasian countries, each in its
own way, are important elements of Eurasian
integration, especially in the mid-term and longer
perspective. The way Armenia, Azerbaijan, and
partly Georgia will relate to the Eurasian subject
range will determine the currently developing
trends. Abkhazia and South Ossetia, two newly
independent states in the region, can be described
as an integration factor that cannot and will not be
ignored in the future.

Baku is in two minds about the Eurasian Eco-
nomic Union, which is easily explained by its
relations with Russia; relations with Belarus and
Kazakhstan (the latter being a member of the Turkic
Council, another integration project together with
Azerbaijan) are not that important. In Azerbaijan,
the ordinary people are, on the whole, inclined to
approve integration with Russia for several rea-
sons, including the large (or the largest among the
post-Soviet) Azeri diaspora in Russia. On the other
hand, there are ethnic minorities in Azerbaijan that
pin their hope on Russia as a possible guarantor of
their rights.

The country’s political elite sides with the
country’s top leaders: they are seeking a balance
between the Western, Russian, and Turkish (pan-
Turkic) vectors. Officials have already made it
known that their country is not interested in CU
membership, territorial integrity being the high-
est stumbling block. Practically everything that
has already been said on the matter is vaguely
formulated and can be interpreted as a warning
that Azerbaijan’s territorial integrity should be
respected .

The business community of Azerbaijan is di-
vided into those related to the oil and gas sector,
its economic cornerstone, and others. The former
is a natural rival of the oil and gas sector of Russia,
which contradicts the idea of integration. A large

part of other businesses (trade, agriculture, and
industry) is closely associated with Russia and the
CIS countries; it is aware of the integration advan-
tages and, therefore, sides with the idea.

The specifics of the relations between Russia
and South Ossetia and Abkhazia and their un-
willingness to create problems for Russia on the
international scene prompt both republics (which
have not yet gained international recognition and
cannot, for formal reasons, join the EEU) not to
claim EEU membership.

Compared with most of the Central Asian coun-
tries (Kyrgyzstan, Tajikistan, and Kazakhstan),
Uzbekistan is marginally involved in the already
functioning post-Soviet integration structures. In
2008, Tashkent suspended its membership in the
EurAsEC; four years later it left, for the second
time, the CSTO. In June 2012, the same people
decided to join the CIS Free Trade Area.

In December 2011, in Moscow, President Kari-
mov described the functioning and planned forms
of economic integration in the post-Soviet space
as logical results of CIS and world development.
Tashkent is convinced that disintegration across
the post-Soviet space is spreading far and wide;
this does not mean that no joint projects can be
implemented, especially if they leave the members’
sov—ereignty and independence intact. Today,
Tashkent, obviously unwilling to draw closer to
Russia, intends to keep away from the developed
forms of Eurasian integration (the Customs Union,
Common Economic Space, and the Eurasian Eco-
nomic Union).

Turkmenistan, sticking to its policy of neutral-
ity (an official term for international isolationism),
gives no reason to count it among the potential
members of the Eurasian Union (at least in the
short-term perspective). On the other hand, one
should not ignore any interest of Ashghabad in
economic cooperation with Russia and its Central
Asian and Caspian neighbors. At the official level,
however, the country’s leaders decline all invita-
tions to engage in closer integration.
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EXTERNAL ASSESSMENTS

I have already written that everything related
to Eurasian integration is scrutinized from dif-
ferent points of view, up to and including foreign
experience. Anna Lavut from the Institute of
Latin America, RAS has concluded that the Latin
American alliances, set up at different periods,
invariably accumulated disagreements after the
first five to seven years of mutual trade, which
caused conflicts or even provoked political
clashes and, not infrequently, slowed down integra-
tion .

Renato Marques, Brazilian Ambassador to
Belarus, a diplomat and outstanding scholar with
vast experience of working in MERCOSUR and
the EU, agrees with the above. He has drawn paral-
lels between the pairs of members involved in two
integration processes, Russia and Kazakhstan vs.
Brazil and Paraguay, to say that the bigger econo-
mies (Russian and Brazilian) will inevitably suck
the weaker economic entities into their orbits.

George Washington University in the United
States instituted a research program to study Eur-
asian integration . Foreign
experts have agreed that the project of Eurasian inte-
gration in the post- Soviet space rests on Moscow’s
desire to become one of the power centers that op-
poses the United States. Moscow’s intention to keep
the CIS republics within its orbit and prevent their
drifting away from Russia toward other countries
is described as “reunification of the post-Soviet
states.” From this it follows that political and strate-
gic goals are seen as more important than economic
development proper .

Center for Integration Studies at the Eurasian
Development Bank is an unquestionable leader
in Eurasian research. In 2013, it implemented
over ten projects related to Eurasian integration.

The Western think tanks concentrated on the
geopolitical aspects of the Eurasian integration
processes :

The Heritage Foundation, a conservative
American fund, likewise, has concentrated on the
geopolitical dimension of the Eurasian project. The
Foreign Policy Center (U.K.) describes the Eurasian
Union as an instrument of Russia’s neo-imperialist
domination in the near abroad realized through
structural economic dependence.

In its analytical report, the Royal Institute of
International Affairs (Chatham House) (U.K.)
concluded that until recently regional integration
in the post-Soviet space had been mainly declara-
tive, while the Eurasian Union, which offered more
promising and much more advanced forms of
economic integration, would strongly affect the
relations between the EU and Russia as a whole and
the EU strategy in the post-Soviet space in particu-
lar. This turned Ukraine into a field of normative
battles with Russia. This problem forces the EU to
revise its approaches to “external management”
of its Eastern neighbors from the point of view of
short- and long-term potentials and problems.

The Round Table Eurasian Economic Integra-
tion: Rhetoric and Reality organized by the same
institute has pointed out among other things that
“the Customs Union faces serious challenges,
both transitional and structural in nature. It retains
grey areas on complicated legal issues. In addi-
tion, each member state has different motives
and priorities for economic integration.” It also
has pointed out that Russia’s role in economic
integration creates certain problems. Public opin-
ion polls and a wave of anti-migrant protests in
Moscow have revealed a gap between Russia’s
foreign policy geared at the Eurasian Union
and the public opinion in Russia, which prefers
to keep the former imperial territories outside
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the country’s borders and outside its sphere of
influence.

The Peterson Institute for International Eco-
nomics (the U.S.) published an analytical paper
called “Ukraine’s Choice: European Association
Agreement or Eurasian Union?”, which said that
Ukraine would profit from the Association Agree-
ment, while “conversely, the Customs Union
market is smaller, technologically backward, less
competitive, and does not offer Ukraine significant
institu—tional benefits.” The authors wrote that Rus-
sia should finally admit that in view of its national
interests it should not force other countries join the
Customs Union, and further: “The United States
and the European Union should defend Ukraine
against Russian economic aggression in the WTO
and through vocal and economic support.”

The Carnegie Endowment has made its own
contribution to the discussion. Its experts have
pointed out that it is Russia’s first post-Soviet geo-
political alternative to other projects. There are clear
economic, strategic, and humanitarian interests that
call for serious integration efforts from Russia’s
post-Soviet neighbors. This is a real and useful
project even if of very modest dimensions so far.

To become a power center it should accumulate
a critical mass, yet its possible extension into Kyr-
gyzstan, Tajikistan, and Armenia will not make ita
strong power center in Eurasia. To become this, it
needs Ukraine with its 46-million strong population
and Uzbekistan with its 30 million citizens. Today,
Ukraine is obviously more important: its economic,
demographic, and cultural potential could have
added weight to the Eurasian Union.

The Brookings Institute (the U.S.) held a
Round Table called The Future Course of the
U.S.- Russia Relationship, which concentrated on
the Eurasian Union, a Russian initiative. The par-
ticipants concluded that the project stemmed from
the idea of establishing a vast market, similar to the
Soviet one. So far, the market is too small, while
the project itself is senseless without Ukraine.

The International Institute for Strategic Studies
(IISS) in London looks at a different (security)
aspect of the same project. Russia is actively work-
ing toward disrupting the EU policy and squashing
the European dreams of the region’s population.
What is said about Moscow’s intention to draw its
neighbors into its sphere of influence and restore
its Soviet-type domination is wrong. In fact, Rus-
sia is defending itself and merely responding to
the moves of others; this means that a mutually
acceptable compromise between Moscow and
Brussels is impossible.

China is also interested in Eurasian integration.
Recently, the RISI published a research paper
by Wang Shuchun, Director of the Law School,
Guangdong University of Foreign Studies (writ-
ten in co-authorship with Wang Qingsong) about
possible repercussions for the People’s Republic
of China. The authors asked several questions:
Why did Putin offer the project of European In-
tegration? What are his real aims? What are the
project’s prospects? How should China respond
to Putin’s initiative? How will integration efforts
in the post-Soviet space coordinate with China’s
policies, its economic dimension in particular?
What are its advantages and disadvantages as
seen from China? The Chinese experts showed no
enthusiasm; however they admitted that the EEU
will force China to take the new geo-economic
and geopolitical reality in Eurasia into accou
nt

**********

It should be said that according to the experts
from Kazakhstan, China received, through the
CSO, a legitimate opportunity, approved by Rus-
sia and the Central Asian states, to operate in the
post- Soviet space according to the rules not of-
ficially registered but accepted in the CIS. In other
words, it can play on the contradictions among the
Eurasian countries and influence the integration
process .

The Valdai International Discussion Club, along
with the Center for Russian Studies at the East Chi-

See: Wang Shuchun, Wan Qingsong, “Perspektivy evraziyskogo integratsionnogo proekta i ego

postedstvia diia Kitaia, Problemy narsionalnoy straregii, INo. 3, 2013, pp-84-101-

evraziyskom prostranstve i sovremenny mir, pp. 156-165.
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See: K. Syroezhkin, “Evraziyskoe prostranstvo i kitaysky factor,” in: Integratsionnye protsessy v
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na Normal University in Shanghai, analyzed four
dimensions of Eurasian integration — economic,
political, social, and security—from the viewpoints
of Russia, Central Asia, China, and the EU/U.S.
There is an opinion that Eurasian integration is the
first step toward a polycentric world order. Eurasia,
which remained on the margins of international
relations after the latter half of the 20th century, is
moving to the fore. The process of Eurasian integra-
tion created two big problems for Russia:

- first, it must learn how to deal with economi-
cally and politically smaller and weaker countries
as equals;

- second, by drawing China and South Korea
into integration, Russia might lose its leader status.

The Eurasian countries, potentially involved in
integration, have their own fears: they are afraid
of losing their sovereignty. China is treading cau-
tiously in Central Asia lest it tramples on Russia’s
interests there.

Some of the Turkish think tanks are also in-
terested in the Eurasian integration processes; the
Turkish Academy of International Politics (Ulus-
lararasi Politika Akademisi) points out in an article
called “The Eurasian Union: Russian Hegemony
Built Up in the Shadow Economic Integration” that
Russia insists on a multipolar world and, together
with China, is the main supporter of this idea, which
will cast doubt on Euro-Atlantic hegemony. Each of
the potential members of the Eurasian Union knows
that it is joining an umbrella organization headed
by Russia; this speaks volumes about its regional
hegemony. The Eurasian Union is best described as
an attempt to set up regional hegemony in the post-
Soviet space in line with Russia’s global interests.

Turkish nationalists from the National Security
Council of Turkey (Milli Giivenlik Kurulu) plan a
Eurasian Union as an alliance with Russia and Iran.
The Union’s future is doubtful; it is regarded as an
attempt at integration that contradicts the global and
regional interests of the EU and the United States
in Eastern Europe and the Black Sea basin, as well
as of China in Central Asia. Certain groups would
like to see Turkey a member of the Eurasian Union,
which is hardly feasible: it will cost Turkey its EU
membership prospects, as well as its involvement in
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the common EU market and in NATO. Its foreign
policy trends will be changed, while the country
will find itself in the Russian hegemony zone.

CONCLUSION

In the post-Soviet space, Eurasian integra-
tion is opposed by several very different groups:
political groups in power demonstrating their
loyalty to the so-called European values; new so-
cial groups, the product of the market economy;
certain groups in the ruling elite, the product of
their countries’ newly acquired independence;
and Russia’s geopolitical rivals led by the United
States (the latest events in Ukraine graphically
show this).

So far, there is no critical mass of supporters
of the Eurasian Economic Union in the post-
Soviet states. Our colleagues from the RIS have
justly pointed out that, strange as it may seem,
the ruling bodies of the new integration structure
are partly responsible: the EEC is not transparent
enough, while its decisions taken without ad-
equate public discussion remain unexplained and
unknown to the public, which makes them hardly
legitimate in the eyes of the ordinary people.

The Customs Union, which is already func-
tioning, and the Eurasian Economic Union,
which is taking shape, can be described as a new
type of regional integration that presupposes
much stricter financial and executive discipline,
transfer of part of economic sovereignty to su-
pranational managing structures, and adherence
to common standards and regulations.

This means that several of the CIS countries
confronted with the need to make a very impor-
tant choice are gripped by doubts and the need to
weigh all the “pros” and “cons.” It should be said
that not all the post-Soviet political elites have
adequate ideas about the future—not a group or
corporate future—but very specific prospects
for their countries and nations. Indeed, the rul-
ing circles of certain CIS countries drawn into
the rivalry between the European and Eurasian
integration projects are behaving like objects
of global policy rather than independent actors.
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RENEWABLE ENERGY:
LONG-TERM OBJEGTIVE
FOR IVERSIFICATION OF
KAZAKHSTAN'S FUEL AND
ENERGY COMPLEX

KAMBAR MUSSABEKOV

he energy industry is one of the
key sectors of the economy of any
country, and by its level of devel-
opment and potential we can judge
the country’s economic power. In the coming
decades, the energy sector will remain the most
important foundation of the development of the
global economy, despite a significant reduction
in energy consumption due to the global crisis
of 2008-2009. The global economy as a whole
spends about 20-24% of total GDP on accumu-
lation, while only 1-1.2% is spent on develop-
ing the energy sector (4-5% in Russia). Energy
consumption per capita increased by 400% in
the second half of the 20th century, whereas the
population grew by 150%. Increasingly more
energy is being produced in the world mainly by
burning fossil fuel. At the same time, over 80%
of the energy trapped in it is uselessly emitted
into the atmosphere as heat and industrial gas.
Meeting global energy needs in this and the
coming centuries will hinge on a strategy that is
chosen by global economic politics. Today we
are dealing with unprecedented high demand
for energy resources. According to the IAEA,
the modern international community uses en-
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ergy on a large scale and energy consumption
is growing at a breathtaking speed. In the past
quarter-century, humankind consumed two times
more energy than it had previously consumed in
its entire history.

According to the International Energy
Agency, in the past three years alone China’s
energy consumption equaled the annual energy
consumption of Japan. Should energy consump-
tion increase at the current pace, global energy
demand will be 50% more than the current level
by 2030, with China and India accounting for
45% of the total. By 2020 the share of coal in the
global energy balance is expected to increase to
25% with China and India accounting for 80%
of total coal consumption (these two countries
currently account for 45% of global coal con-
sumption). Japan imports 16% less oil now than
it did 30 years ago, even though Japan’s GDP
doubled during this period.

In a wider sense the energy sector covers
the entire national economy and is integrated
into the global system. The global energy crisis
of the 1970s when humankind faced the threat
of significant depletion of fossil fuel deposits
encour—aged the search for alternative sources of
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energy. International experts anticipate a genuine
energy revolution to take place in the second
quarter of the new century, and that it will be
characterized by cardinal changes in the structure
and primary sources of energy. Truly renewable
sources will significantly cut the share of oil and
other fossil fuels. Moreover, the revolution will
also impact the consumption of energy products
when demand for these resources starts falling.

A decrease in the consumption of fossil fuel
would make it possible to stabilize the total
emission of carbon dioxide into the atmosphere
from 2020 and gradually reduce air pollution
from 2050.

That is why everything is leading to the real-
ization of the concept of an outstripping growth
in the energy sector even earlier than in other
sectors of the global economy. This is helped by
a significant increase in global prices for oil and
volatility on the global oil and gas market, and,
as a result, the accelerated adoption of energy-
saving technologies by developed countries.

In the second half of the century the global
energy balance is expected to acquire a funda-
mentally new structure, with the rapidly increas-
ing prices of hydrocarbons resulting in super
profits. Wishing to maximize this and to use fa-
vorable, long-term market conditions, countries
are increasing their fuel production and exports.
Against the backdrop of this race, deposits are
becoming depleted, oil debits are falling, while
environmental pollution in oil-producing areas
is increasing rapidly. Some forecasts suggest
that in 20 years global oil consumption will be
40% higher than the current level. At the same
time, the intensity of oil and gas extraction in
the world’s major fields is reaching maximum
capacity.

New deposits of energy sources are being
discovered mostly in regions with complex
natural, economic and, often, political conditions
that ultimately complicate oil and gas extraction.
Insufficient supply in a situation of growing de-
mand is leading to fierce competition for existing
resources.

It is possible that the crisis will only be solved
if profit-taking were to cease, the pace of the de-
velopment of fuel deposits were to slow and mea-

QUARTERLY ANALYTICAL REVIEW | 4 (56)/2014

sures were to be taken to diversify the economy
and boost its competitiveness through developing
energy saving technologies. A country’s national
security is linked to its sustainable development,
the basis of which is reliable energy supply. That
is why scientists all over the world are working
hard on various energy projects and are studying
potential energy sources comparing them to oil,
natural gas and coal, i.e. finite resources. Alterna-
tive sources cater for only about 2% of the global
demand for primary energy resources at the mo-
ment, whereas the non-traditional energy sector,
according to forecasts, could meet up to 20% of
demand by 2020. High oil prices, the potential
energy scarcity in the world and the environ-
mental burden caused by the development of
hydrocarbons, especially coal, have forced many
countries to intensify their search for non-tradi-
tional renewable sources of energy. Forecasts
for the development of the global energy sector
suggest the share of renewable sources will be
growing in the future. These include wind, solar
power, biomass, geothermal waters and ocean
and sea tides. The share of renewable energy
sources, where solar power plays a basic role,
is expected to grow steadily and some forecasts
suggest it may exceed 65% by the end of the 21st
century. In developed countries the growth rates
of the renewable energy sectors are very high and
reach as high as 63% per year. The attractive-
ness of alternative energy is based on several
rationales. It is accessible across the planet and
its use makes sense in every country because it
can meet their energy independence needs. An
environmentally clean source of energy may be
used at an ever-growing scale without a negative
impact on the environment: a practically infinite
source of energy, available all the time.

The use of renewable sources of energy (RSE)
as an alternative to traditional energy sources
is becoming increasingly more topical and is a
strategic objective nationally and regionally. The
unquestionable advantage of using renewable
sources — their inexhaustibility and environmen-
tal cleanness as well as meeting the need to en-
sure a country’s energy security by diversifying
its fuel and energy sector, reducing hazardous
emissions and preserving energy resources for
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future generations — has led to the rapid develop-
ment of renewable power generation as a very
competitive sector of the economy. However, for
the use of renewable energy to reach a sufficient
level it is necessary to usher in a revolution in our
understanding of these sources and to create the
conditions in society for the wide use of renew-
able resources.

The energy sector is one of the strategic
spheres of Kazakhstan’s economy. The country is
rich in reserves of fossil fuel, which account for
about 4% of the global reserves. In 2005 the total
production of primary energy resources stood at
about 1.05 billion metric tons of oil equivalent
(TOE) in Kazakhstan, of which exports were
about 550 million TOE. Coal accounts for about
67% of domestic energy consumption, oil about
21% and gas about 12%. Kazakhstan has significant
resources of renewable energy in form of hydro,
solar and wind power. The country’s hydropower
potential is estimated at 170 billion kWh per year
and wind power at 1,820 billion kWh per year.
Despite this, with the exception of a tiny amount
of hydropower in the country’s fuel and energy
balance (about 8 billion kWh per year, or 13%),
these resources have not yet been widely tapped.

The main consumer of fuel in Kazakhstan is
the production of electricity and heating. This sec-
tor consumes about 25 million TOE per year. The
fuel balance of power stations is made up of coal
for 75%, gas 23% and fuel oil 2%.

Kazakhstan cannot stay out of the global race for
the quick adoption of renewables. Renewables will
provide endless sources of cheap and safe energy
that in turn ensures a switch to a qualitatively new
level of economy.

For a long time Kazakhstan has not been
investing sufficiently in power generation. Es-
timates indicate that the modernization of the
existing power generation facilities and the con-
struction of new ones will require 2,800 billion
tenge by 2015. It is obvious that it is impossible
to achieve this funding from tariffs alone. An-
other important issue is the shortage of loans. We
should note that the sluggishness of the develop-
ment of the energy sector is linked to the lengthy
construction timespan and long lead-time for cost
recovery.
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The legislation in effect in the power genera-
tion sphere does not take the reality into account
because it was drafted for a period of power
shortages relating to the dynamic growth of the
economy and increase in consumption by the
population. The current situation is defined by a
decrease in power consumption and production,
while the capacity of power stations remains
underused and both the wholesale prices and (as
aresult) the investment attractiveness of the sec-
tor are falling. The issue of restoring the power
generation sector is one of national security and
the level of development of power generation
and infrastructure will have an impact on the
country’s future. Most importantly, resolving
this will mean that a long-term problem of the
country’s competitiveness is solved, investment
is placed within the country and jobs are created.

Economic policy that aims at the sustainable
development of Kazakhstan envisages diversify-
ing the economy and developing the non-extrac-
tive sectors, in particular, hi-tech, industries and
services sector. This does reflect other countries’
experience, whereby a strategy of non-material
flows is becoming increasingly significant and
valuable. This means the development of tech-
nology and financial, legal, managerial and other
services. The mining sector is also diversifying
and its main goal is increasingly about export-
ing finished products, not raw material. Finished
products cost much more than raw oil, making it
possible to reap greater profits without increas-
ing extraction. The coefficient of resource-use is
to increase gradually by 37% by 2012, 43% by
2018 and 53% by 2024. Kazakhstan should also
develop a strategy for sustainable energy gen-
eration from renewable sources for the next 50
years similar to those of major energy-consuming
developed countries

The Kazakhstan-2030 Strategy defines the
use of energy resources as a long-term priority
for sustainable development. Moreover, despite
the country’s vast reserves of energy resources,
it has not been able to meet domestic demand
for power in a number of regions over the past
years. In any developed country power genera-
tion grows not on a par with the economy but at
an outstripping pace in order to serve as a foun-
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dation for developing the entire economy. Power
consumption grows no more than 3.6% per year
in Kazakhstan (4.8% in 2008), significantly
lagging behind economic growth (8-10%).
Economic growth has caused power genera-
tion to reach 76 billion kWh in recent years,
of which the population consumed only 12%.
In 2008 Kazakhstan generated 80 billion kWh,
a 4.8% year-on-year growth. The country will
soon reach the power consumption levels last
seen in 1990 when Kazakhstan consumed over
107 billion kWh of electricity.

Kazakhstan’s power generation has its
own peculiarity; the uneven concentration of
energy sources, divided transportation and
distribution over a huge territory. A rise in
electricity charges decreases the consumption
but increases the price of products and worsens
the social wellbeing of vulnerable groups of
population. However, for a number of objec-
tive reasons the charges will continue to rise
further. Simultaneous increase in the price
of fuel for the power stations and electricity
charges is possible given the fact that 85% of
energy is generated by thermal power plants
in Kazakhstan.

The development of the non-traditional
energy sphere makes it possible to solve the
problems of economic efficiency and attract
small and medium-sized businesses to invest in
the energy sector, offset negative impact on the
environment and reduce excessive centraliza-
tion of the power generation and distribution
system as well as dependence on exhaustible
hydrocarbons. Kazakhstan has prospects for
developing renewable energy resources that
are not inferior to those in densely-populated
Europe. Studies conducted in many countries
show that wind turbines may be efficiently
used in the areas where the average annual
wind speed exceeds 3-5 m/s, which is similar
to most of Kazakhstan’s climate conditions.

All sectors of the economy have an inter-
est in reducing the cost of energy, quite apart
from the power generation sector itself, which
has to increase the operational reliability of its
equipment and ensure quantitative and qualita-
tive indicators of power supplied. This requires
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vast investment both in the renovation of ob-
solete equipment and efficient environmental
protection measures as well as the develop-
ment of new generation capacity.

As aresult of the steady growth of the econ-
omy, sufficient conditions are being created for
the development of alternative energy sources.
Facilities operating on renewable energy sources
are affordable for small and medium-sized busi-
nesses and they may be built very quickly and
independently from one another; they make use
of'inexhaustible energy resources of mountain-
ous rivers and winds that are not exposed to
price increases. The production costs of the
power they generate do not include the pur-
chase of fuel that grows in price, unlike the
impact of fuel in the production costs of power
generated by thermal plants that is more than
50% of the production cost.

Kazakhstan is a major emitter of greenhouse
gases into the atmosphere in Central Asia. Its
emissions were estimated to total 320 million
tons of CO2 equivalent in 1990. According to
the International Energy Agency data for 2004,
the CO2 emissions to GDP ratio stood at 6 kg
of CO2 per USD. The energy sector accounts
for 80% of the total CO2 emissions, of which
45% come from the power and heating genera-
tion sphere. The reliance on coal inflicts size-
able damage on the environment and human
health. Emissions of hazardous substances into
the atmosphere by power plants is in excess of
I million metric tons per year while the total
amount of pollutants released into the environ-
ment exceeds 11 million tons. Power plants are
a major source of greenhouse gas emissions in
Kazakhstan. They account for about 43% of
total emissions. The energy sector’s emissions
were expected to exceed the 1990 level in 2010
as a result of increased power generation. As
a signatory to the UN Framework Convention
on Climate Change, Kazakhstan has assumed
certain obligations to carry out measures and
programs to reduce its negative impact on
atmosphere. According to experts, the cost of
damage Kazakhstan’s coal power generation
inflicts on the environment is estimated at 7.7
tenge per kWh of electricity generated and is
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several times higher than the cost of electricity
itself. Taking into account the volume of elec-
tricity generated by coal power plants, the cost
of damage may be as high as $4.3bn per year.

The measures must be taken now to achieve
the goal of having a developted renewable
energy production infrastructure by 2034,
otherwise Kazakhstan’s energy industry will
remain dependant on traditional resoures, coal
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in particular, and, therefore, may jeapordize
energy its security.

The strategy aimed at more efficient use of
renewable energy resources in the future will
contribute into aintenance of sustainable social
and economic development of the country, it will
also enhance the country’s energy security and
eventually help Kazakhstan to join the world’s
top 50 most competitive countries.
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LIQUIDITY PROBLEM AT
KASE IN KAZAKHSTAN

MAYA KATENOVA,
ZHANAT SYZDYKOV,
AZAMAT UTENOV

bstract

Trading activity and the liquid-
ity are very important features of
any sphere of trade, but mostly in
financial markets. Kazakhstan Stock Exchange
being a part of the global markets became sensi-
tive to all waves appeared in result of financial
market turmoil. The liquidity crunch made all
the Central Banks, Regulators take actions for
alleviating that. Trading liquidity also had been
affected. Moreover, there are many local issues
impacting liquidity in Kazakhstani market. The
previous literature considers many different fac-
tors influencing trading liquidity in the exchange
markets, but those were papers and researches
written separately on each factor or aspect. In
this particular paper, all factors affecting liquid-
ity in local market were combined, summarizing
methods and steps to improve liquidity. But the
main idea is that analysis of trading statistics at
Kazakhstan Stock Exchange shows how regula-
tory changes influence liquidity and activity in

the market.

The consequences reached after analyzing
relationships of liquidity and different variables
were explored in this paper. The variables are
regulation and indicators used in statistics for
unit root test. The regression analysis of all three
sectors has the right functional form that confirms
F-statistic coefficient with small p-value. At the
same time, R-squared, this measures the propor-
tion of the variation in the dependent variable —
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KL accounted for by the explanatory variables
P and T and standard deviation, equals to 0.76,
0.82 and 0.83 accordingly. The regression does
not have positive autocorrelation in residuals ac-
cording to Durbin-Watson statistic. The results
are reliable. All variables positively affect KL.

For analysis of primary government bonds
authors used monthly data from April 1994 to
April 2013. As per the secondary market of
government bonds, corporate bonds and stocks
analysis is conducted using monthly figures
from 1998 to 2013. Actually historical figures
from 2000 could have been enough for analysis
but available figures for thesis made it possible
to use earlier data. Most of the data had been
obtained from Kazakhstan Stock Exchange an-
nually reports and IRBIS agency.

INTRODUCTION

At first glance, it seems that financial system of
Kazakhstan looks quite stable and even was boom-
ing up to 2008. However, the analysis of the Se-
curities market, i.e. Kazakhstan Stock Exchange’s
volumes, turnover and activity of participants
brings liquidity problem to the light. Author shows
the significance of liquidity in trading equities,
government and corporate bonds. That is the main
concern for the issuers, investors and speculators.
Sufficient liquidity is the most important indicator
characterizing attractiveness of the financial as-
sets in global markets and exchanges. The paper
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systemizes all factors influencing liquidity as well
as available practical methods and actions that
were taken to increase and improve the liquidity
in other countries. Applying to observations of the
dynamics in volumes of KASE authors describe
the noticeable periods and reasons affecting liquid-
ity at certain stages. Analysis finds evidence that
an amendment in regulation changes the trading
activity and liquidity, mostly in the smaller side.
People’s IPO program, which started in 2012 in
Kazakhstan, impacts the liquidity making stocks
as one of the most profitable investment and specu-
lative instruments for people. Authors argue that
constructive dialog between market participants
and regulatory authorities before making cardinal
changes will play significant role in putting con-
tribution to achieving better liquidity.

The paper combines all the available instru-
ments and methods to improve and increase liquid-
ity in the securities markets.

As one aspect to mention is Halyk PO, the
program started in December 2012. Kazakhstani
citizens become shareholders of National Company
KazTransOil having bought almost 70% of the
offered shares. Undoubtedly this nice reform of
our stock market has been affecting the liquidity.

LITERATURE REVIEW

The liquidity is very critical for all the sides of
the deal, especially in primary market. Diamond
(1998) points out that both investors and borrowers
are typically concerned about liquidity. Investors
desire liquidity because they are uncertain about
when they will want to eliminate their holding of
a financial asset. Borrowers are concerned about
liquidity either because they are uncertain about
their ability to raise funds when needed unexpect-
edly, or because they are uncertain about their
ability to continue to retain funding in the future.
Such different concerns about liquidity cannot be
completely unrelated, if for no reason other than
that commercial banks seem right at the center of
meeting these needs for their customers. Appar-
ently both sides - issuers and investors concern
about liquidity. Therefore, in practice usually the
more size of issue the better condition in liquidity
of the instrument.
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Choudhry (2009) also puts good explanations of
liquidity. There is no standard definition of financial
market liquidity. That said, there is a general un-
derstanding of the nature of liquidity, and academ-
ics and practitioners use a number of commonly
accepted definitions and measures. Essentially, a
liquid market can be defined as one where:

* itis possible for market participants to transact
buy or sale operations at any time (during opening
hours) in size, at no extra cost, without this transac-
tion causing prices to move;

* two-way markets are made available to market
participants in wholesale market size, and where
there is openness in determining asset fair value.

The first definition has been suggested by
O’Hara (1995) and Fleming (2001) among others,
while the second was described by Mackintosh
(1995).

One of the key factors differentiating the ex-
change in developed countries from developing
countries is the participation of global investors.
There are huge amount of accounts from all over
the world trading bonds and equities for example in
US or Hong Kong. With its activity they put great
contribution to the trading liquidity of domestic
market. Attracting overseas investors to local
market is also important point and the method to
increase liquidity in Kazakhstan market. The more
foreign participants and investors can be involved
to our market the better liquidity can be reached.
There is even a special paper done by Wei (2010)
where author indicates that foreign capital flows
originate predominantly from financial institutions
whose trading behavior could hamper liquidity by
overwhelming market maker inventories. On the
other hand, there are plausible reasons to believe
that foreign institutions may improve liquidity.
Kazakhstani market doesn’t seem to be attractive
to foreign investors mainly because of two rea-
sons: low liquidity and foreign exchange risk, i.e.
currency risk. That is a chicken and egg problem.
Domestic financial institutions try to attract them
to increase liquidity, but at this stage current do-
mestic liquidity and Kazakhstani national currency
tenge fluctuations scare them. Certainly there are
other sectors in Kazakhstani economy with the
track record of foreign investments. On the other
hand, the political stability is one of the main fac-
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tors which foreign investors like in Kazakhstan.
Development of financial markets in Finland and
Sweden in 1990-2000 is an example for compari-
son and getting lessons for Kazakhstan practice.
Westerholm (2002) describes the reasons affected
the growth in these Scandinavian countries, one
of them is that strongly improved prospects for
the world economy during 1990’s particularly
in the technology sector have been important for
growth the export driven economies of Finland
and Sweden. This is a development that has partly
been reversed in during the years 2000 and 2001. In
addition, to a strong world economy some internal
events have contributed to the improved liquidity of
the financial markets of Finland and Sweden. One
event is the change in policy by central banks from
supported currency to a freely floating currency
early in the decade for Sweden and during 1992
in Finland. Later, the Finnish currency was pegged
to the Euro. The interest levels have decreased
dramatically in both countries partly as a result of
amarket priced currency. Another set of events are
the partial and then complete abolition of turnover
tax on securities trading over the exchange in Swe-
den during 1991 and the abolition of the stamp duty
on securities trading over the exchange in Finland
1992. Also the opening of the Finnish financial
and real estate markets for foreign ownership has
contributed to the improved liquidity of the Finnish
financial market.

The asset prices and return are much affected by
liquidity. Again, coming back to one of the simplest
definitions of the liquidity, it is how quickly and
easily asset can be transferred into cash, i.e. stock or
bond. Once price of the equity reached your target,
it should be sold at the market. But low liquidity
and absence of adequate bid do not let you close
position. In this situation, the investor just sells at
the best available price making supply pressure. In
other words, such market is illiquid.

Liquidity is provided by traders, that is trad-
ing liquidity. In turn, traders should have money
resources to be active in trading. The chain starts
with other type of liquidity — funding liquidity.
The ability of investors or traders to rise funding
directly affects the trading liquidity. Brunnermeier
and Pedersen (2009) conducted studies in proving
how market liquidity (i.e., the ease with which it is
traded) and traders’ funding liquidity (i.e., the ease
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with which they can obtain funding) linked and
correlated. On this basis, authors provided a model.
Traders provide market liquidity, and their ability
to do so depends on their availability of funding.
Conversely, traders’ funding, i.e., their capital and
margin requirements, depends on the assets’ market
liquidity. When funding liquidity is tight, traders
become reluctant to take on positions, especially
“capital intensive” positions in high-margin securi-
ties. This lowers market liquidity, leading to higher
volatility. Further, under certain conditions, low
future market liquidity increases the risk of financ-
ing a trade, thus increasing margins. Based on the
links between funding and market liquidity, they
provide a unified explanation for the main empiri-
cal features of market liquidity. In particular, their
model implies that market liquidity (i) can suddenly
dry up, (i1) has commonality across securities, (iii)
is related to volatility,( iv) is subject to “flight to
quality, “and (v) co-moves with the market.

One of the factors attracting investors to the
market is transparency. Many individual and insti-
tutional investors in Kazakhstan could trade more if
there is more transparency in corporate culture. By
transparency Dumitrescu (2008) understands the
disclosure of information to market participants.
Dumitrescu (2013) develops a model highlight-
ing a different channel through which corporate
governance and corporate disclosure affect firm
performance: liquidity. The model shows that
corporate governance mechanisms such as investor
protection laws, ownership dispersion and manage-
ment’s compensation scheme affect the market
liquidity of the firm’s stock. Moreover, governance
provisions that improve financial transparency by
mitigating management’s ability and incentive to
distort information disclosure may have both a
positive and a negative effect on liquidity. This
contradicts the general view that disclosure is
unambiguously good because it reduces the asym-
metry of information.

The lack of transparency is a feature of Kazakh-
stani companies’ corporate governance. Therefore,
this is one additional aspect of liquidity increasing
theme, not only exchange and investors, but issu-
ers in Kazakhstan should change their approach in
corporate governance culture.

The analysis of the dynamics in trading volumes
of Kazakhstan Stock Exchange showed that the size
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of turnover and quantity of trades do not undoubt-
edly have positive correlation with liquidity. Simi-
lar happens with variation of prices, high volatility
doesn’t characterize high liquidity or high volumes.
Almost twenty years ago Bessembinder and Se-
guin (1993), Gallant, Rossi and Tauchen (1992),
Karpoff (1987) and Shwert (1989) paid attention
by making empirical research on relation between
equities price volatility and trading volume. Does
frequent trading always improve liquidity is a
question raised by Cheng (2002), he suggested that
while more frequent trading is associated with an
improvement in liquidity, as proxied by the bid-ask
spread, for large market capitalization stocks, the
converse is true for small stocks. Jones, Kaul and
Lipson (1994) provide further insights by decom-
posing trading volume into number of transactions
executed and transaction size. They document a
reliably positive relationship between stock price
volatility and number of transactions for a sample
of NASDAQ stocks. A large trading volume could
occur either due to a single transaction of large
size or a number of transactions of smaller size.
Presumably, the two variables, namely, number
of transactions and transaction size convey dif-
ferent information to the market participants. As
per the work of Coughenour (1999), and Barclay
and Warner (1993) study the frequency-volatility
relation depends essentially on the frequency of
medium size trades. They insist that medium size

trades are the most informative because informed
traders concentrate their trades in medium sizes.

In this thesis the figures of KASE trades, i.e.
the information variables related to trading activity
such as trading frequency, number of transactions
and sizes also show this phenomenon.

Existing literature and papers separately paid
attention on particular aspects of liquidity stimula-
tors. For example, Chordia (2000) who combined
and mentioned many determinants stimulating and
influencing market liquidity. Paper studies liquidity
and trading activity for a comprehensive sample of
NY SE-listed stocks over an eleven-year period. The
explanatory variables include short- and long-term
interest rates, default spreads, market volatility,
recent market movements, and indicator variables
for the day of the week, for holiday effects, and for
major macroeconomic announcements. A better
understanding of these determinants might increase
investor confidence in financial markets and thereby
enhance the efficiency of corporate resource alloca-
tion. At KASE the sectors of market mostly exposed
to seasonal factor are Repo and USD/KZT pair of
foreign exchange sector. For example, during the
taxpaying period, i.e. after each quarter all the banks
suffering from lack of cash and run to repo attracting
tenge by pledging government securities. Some of
the banks start to sell US dollars against tenge. As
per the equities and bonds only changes in regula-
tions can strongly impact market liquidity.

Table 1 shows the decline in the both primary and secondary markets of government securities.

Access (0 n?;):{(eeTTli;tZ%anzds primary Total volume, KZT mn
3 months before change 451 469 81480
3 months after change 352 718 42 535
Change, % -22% -48%
Jul-Sep 2011 587 633 142 399
Jul-Sep 2012 352718 42 535
Change, % -40% -70%
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Table 2
. Total volume, KZT mn
Regulatory easing, Autumn 2012
3 months before change
Govt primar Govt Corporate Stocks
P y secondary bonds
3 months before change 352 718 42 535 55 094 & 528
3 months after change 247 928 34 609 30 300 1117
Change, % -30% -19% -45% 215%
Average of 3 months before change, o o o
Deviation from Monthly Average 85% 8% 145% 0,15
Average of 3 months after change, o o o
Deviation from Monthly Average e o't w8 2
Change, % -52% -27% -71% 1488%
Oct-Dec 2011 467 431 68 345 53 638 4724
Oct-Dec 2012 247 928 34 609 30 300 11117
Change, % -47% -49% -44% 135%

METHODOLOGY AND EMPIRICAL RESULTS

Kazakhstan Stock Exchange in the set of rules
has Methodology of Securities Liquidity Indicators
Defining effective from December 1, 2009. This
methodology defines the order of any denomination
securities indicators values calculation out of one
securities type (for example, stocks, government
or corporate bonds), listed in Kazakhstan Stock
Exchange, to determine this denomination securi-
ties liquidity degree against all the same securities
type, selected for comparison and defines the or-
der of forming of any securities liquid and illiquid
securities list. This methodology gives Calcula-
tion of liquidity indicator values. Any security
liquidity indicator value for any period of time
(hereinafter — the analyzed period) is calculated
by the formula:

Kl =05Kv+ Kqg+ Kp+ 0.7Kd , where:

Kv —deals volume indicator, calculated for the
security of this denomination in compliance with
item 2 of this Methodology;

Kq — deals number indicator, calculated for the
security of this denomination in compliance with
item 3 of this Methodology;

Kp — Exchange Council members number
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indicator, who participated in deals conclusion
in securities of any denomination, calculated for
the security of this denomination in compliance
with item 4 of this Methodology;

Kd — effective days number indicator, cal-
culated for the security of this denomination in
compliance with item 5 of this Methodology.

1. The indicator of deals volume in the security
of any denomination for the analyzed period is
calculated by formula:

'[::l'
Kv=>7— .
Vmax where:
A% — deals volume in the security of this

denomination, made within the analyzed period;

Vmax — maximum deals volume, made within
the analyzed period in the security of any denomi-
nation of the same type out of securities, listed on
the Exchange.

2. The indicator of deals number in the security
of any denomination for the analyzed period is
calculated by formula:

Kg=
Y Qmax >

where:

Q — number of deals in the security of this de-
nomination, made within the analyzed period;
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Q max —maximum number of deals, made within
the analyzed period in the security of any denomi-
nation of the same type out of securities, listed on
the Exchange.

3. The indicator of Exchange members, who
participated in deals conclusion in securities of any
denomination within the analyzed period, is calcu-
lated by formula:

_ F
" Pmax

where:

3

Kp

P — number of Exchange members, who par-
ticipated in deals conclusion in securities of this
denomination within the analyzed period;

P max — maximum number of Exchange mem-
bers, who participated in deals conclusion in se-
curities of any denomination of the same type out
of securities, listed on the Exchange, within the
analyzed period.

4. The indicator of effective days number for
the security of any denomination is calculated by
formula:

Kd = D
Q_Dﬂmx

, where:

D — number of days, when were made deals
in the security of this denomination within the
analyzed period;

D max — maximum number of days, when were
made deals in the security of any denomination
of the same type out of securities, listed on the
Exchange, within the analyzed period.

In order to ensure the adequacy of liquidity
indicators value to the traded unbiased level of
any securities, the Exchange Risk Committee is
entitled to exclude from calculation a deal liquidity
indicator, which in its judgment are of mom-market
character (e.g., deals, at conclusion of which were
made technical errors, deals, prices of which dis-
cord with the market status and/or market dynamics
of respective securities prices).

In order to exclude the influence of big one-
time deals on any security liquidity indicator the
Exchange is entitled to exclude at this indicator
calculation deals, volume of which exceeds the
value, calculated by the formula:

Central Asia’s
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Vlim =V + 35 , where:

V — arithmetical mean of all deals volume,
made in securities of one type within the period,
for which the liquidity indicator is calculated;

d— roof-mean-square deviation of any deal
volume out of deals, made in securities of one type
within the period, for which the liquidity indicator
is calculated, from the arithmetical mean of these
deals volume.

Definitely the concept of this Methodology
exactly characterizes the level of liquidity. Author
proposes other formula with two amendments,
because of the purpose to develop the meaning
of sector liquidity, not separately of the particular
instrument, but the whole sector.

First of all, for example, using the stocks data,
the coefficient will show how liquidity of the stocks
changes in certain periods. As the whole sector is
active in any business day it is not necessary to
use indicator “d”, which is “number of days”, in
the formula.

The second change is to replace absolute
volume with relative. Undoubtedly the level of
liquidity and its coefficient depends on volume in
currency, but even original methodology created
by Kazakhstan Stock Exchange decreases meaning
of volume by giving the weight of 0.5. Domestic
market’s volumes of corporate and government
bonds much bigger than volumes if stocks sector.
As the whole sector’s liquidity to be analyzed and
compared with each other than it is proper and
accurate to use relative meaning of volume. In the
calculation relative volume is shown as “Deviation
from monthly average”, the indicator used above in
the thesis in Analysis and finding chapter’s tables.
The name says about itself, using 12 months’
data monthly average volume is computed. Then
volume of every month divided by average, thus
deviation from monthly volume can be seen. After
these changes in methodology, liquidity of the sec-
tor is calculated by formula:

Kl =(Kt + Kp)+D  where:

Kt — number of trades indicator, calculated
based on number of trades in stocks of monthly
observations;
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Kp —number of participants indicator, the mem-
bers who participated in the trades of this sector;

D —deviation of monthly volume from monthly
average volume.

Unfortunately, nearly all time series exhibit
non-stationarity when tested. In most of the cases
financial time series data are assumed to be non-
stationary, Maysami (2000)

For non-stationary series the results of regres-
sion analysis, including t-statistics, F-statistics and
others, will yield misleading results. In this case
all considerable times series were checked on sta-
tionarity. To do so the Augmented Dickey - Fuller
Unit root test was used. Augmented Dickey - Fuller
Unit root tests is a very popular test for examining
the stationarity of a time series.

Seasonally adjusted data was tested for unit root
and stationarity. All four variables are not station-
ary, which was confirmed by three tests; ADF, PP
both at 1% and 5% level of significance.

For the regression analysis of stocks, corporate
and government bonds the formula of liquidity
coefficient to be transformed to:

KL = B0 + B1*P + B2*T +B3*D +ut, where

KL — coefficient of liquidity

P- Number of participants

T- Number of trades

D — Deviation from monthly average

The regression above has the right functional
form that confirms F-statistic coefficient (10.22)
with small p-value (0.00000). At the same time R-
squared, this measures the proportion of the varia-
tion in the dependent variable — KL accounted for
by the explanatory variables P and T and standard
deviation, equals to 0.76. It means that regression
model describes significantly than 76% of the
pattern in dependent variables. The regression
does not have positive autocorrelation in residuals
according to Durbin-Watson statistic (2.07). The
results are reliable.

All variables positively affect KL.

RECOMMENDATIONS

Analysis and findings showed negative effect
of regulatory changes to trading liquidity. Most of
amendments made by regulator and described in
that chapter become a cause to decrease liquidity
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and activity at KASE. Main reason of the de-
cline in the market is that regulator had not done
proper analysis before implementation new rules.
Authors recommends regulator to make a Regula-
tory Impact Analysis before decision making, not
after. According to Organization for Economic
Co-Operation and Development (OECD) paper
(2005), Regulatory Impact Analysis (RIA) is a
systemic approach to critically assessing the posi-
tive and negative effects of proposed and existing
regulations and non-regulatory alternatives. As
employed in OECD countries it encompasses a
range of methods, but it is an important element
of an evidence-based approach to policy making.
RIA is a clear example of the trend towards more
empirically based regulation and decision making.
It is very important to stress that there is no perfect
model for RIA, as regulatory reform depends on
economical, political, cultural and social charac-
teristics of the individual country concerned. There
are several methods used by regulators in OECD
to reach effective decisions

* Expert - The decision is reached by a trusted
expert, either a regulator or an expert in the field,
who uses professional judgment to decide what
should be done. The method only can be applied
in the case of this thesis, because by contrast, dia-
logue should be carried between financial market
participants and regulator.

» Consensus - The decision is reached by a
group of stakeholders who reach a common posi-
tion that balances the interests of all concerned.
To mention the limit access to government bonds
primary market, regulator may communicate to
stakeholders like clients of brokerage companies
before announcing new rules.

* Political - The decision is reached by politi-
cal representatives, based on a consensus view of
the issues of importance to the political process.
Probably it is not the best way of RIA taking into
the account specific sector as securities market.

* Benchmarking - The decision is reached by
referring to an external model, such as an interna-
tional regulation. In regard of regulating securities
market, benchmarking method may not work due
to specific issues like investment policy of insti-
tutional investors, central bank’s requirements,
Kazakhstan Stock Exchange rules and others.
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* Empirical - The decision is based on research,
fact-finding and analysis, which define the param-
eters of action according to established objective
criteria.

The difference between methods derives as
RIA means different things to different stakehold-
ers. Experts, bureaucrats and politicians are com-
monly involved in the RIA process, but citizens
and businesses may also take part. As liquidity is
measurable component of financial market, author
proposes to apply the Empirical and Consensus
methods of RIA in Kazakhstan. In other words,
regulatory authorities make a deep analysis of
pension funds’ or banks’ corporate and government
bonds portfolios. The method consists of benefit/
cost analysis, socio-economic impact analysis,
consequence analysis, compliance cost analysis
and business impact tests. Creating a single pen-
sion fund has a critical socio-economic impact, as
existing pension funds cutting jobs in order to keep
only departments related to investments.

Trading volume is one of the main variables
of the liquidity. Exchanges attract trading volume
by encouraging companies to list their shares and
by encouraging investors to trade in those listed
shares, Pritchard (2003). Those two goals are
largely consistent, as companies will want to list
their shares on exchanges that provide the great-
est liquidity because liquidity minimizes their
cost of capital. Government is more ambivalent
about trading volume. Policymakers recognize
in the abstract that encouraging liquid securities
markets will facilitate capital formation, and thus,
economic growth. On the other hand, politicians
and other policymakers also worry about “specula-
tive excesses” in the trading markets. Fortunately,
governmental concerns over excessive trading are
likely to be suppressed during bull markets when
investors’ primary focus is counting their gains and
chasing the next “sure thing.” Securities markets
cannot operate without trust. Investors can trust
exchanges to regulate because of their powerful
incentive to maximize trading volume.

Author recommendation intends to pass part of
regulative functions and authorities to Kazakhstan
Stock Exchange. Regulator is necessary in some
areas to enhance the effectiveness of exchange
regulation. That intervention must be narrowly
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tailored, however, so that oversight does not be-
come de facto control. Government control over
exchanges could undermine their incentives to
respond to market forces. Government interven-
tion should be limited to providing exchanges with
authority to regulate and auditing regulation by
exchanges to provide investors with the information
they need to evaluate the integrity of the markets in
which they trade.

CONCLUSION

Trading activity and the liquidity are very im-
portant features of any sphere of trade, but mostly
in financial markets. Kazakhstan Stock Exchange
being a part of the global markets became sensitive
to all waves appeared in result of financial market
turmoil. The liquidity crunch made all the Central
Banks, Regulators take actions for alleviating that.
Trading liquidity also had been affected. Moreover,
there are many local issues impacting liquidity in
Kazakhstani market. The previous literature considers
many different factors influencing trading liquidity
in the exchange markets, but those were papers and
researches written separately on each factor or aspect.
In this particular paper, all factors affecting liquidity in
local market were combined, summarizing methods
and steps to improve liquidity. But the main idea is
that analysis of trading statistics at Kazakhstan Stock
Exchange shows how regulatory changes influence
liquidity and activity in the market.

The consequences reached after analyzing rela-
tionships of liquidity and different variables were
explored in this paper. The variables are regulation
and indicators used in statistics for unit root test. The
regression analysis of all three sectors has the right
functional form that confirms F-statistic coefficient
with small p-value. At the same time, R-squared, this
measures the proportion of the variation in the depen-
dent variable — KL accounted for by the explanatory
variables P and T and standard deviation, equals to
0.76,0.82 and 0.83 accordingly. The regression does
not have positive autocorrelation in residuals accord-
ing to Durbin-Watson statistic. The results are reliable.
All variables positively affect KL.

Coefficient of sector liquidity can be used by
Kazakhstan Stock Exchange, authorities as one of
the market indicators.
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The research in the thesis contributes to literature  liquidity by using more flexible approach and rely-
by describing the regulatory reasons exerting trading  ing on Regulatory Impact Analysis and providing
activity and recommendations of reaching better Kazakhstan Stock Exchange with more authorities.
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Customary lawin
nomadic history of
Kazakhs

ELMIRA TELEUOVA

he history of steppe civilizations
saw many changes through various
events. Although Kazakhs retained
most of their values as a heritage
coming form the ancient times. One
ofthe values is customary legal system. Custom-
ary law based on the cultural and democratic
traditions until XIX century play important role
in regulating their lifestyle. That was caused
by two factors. Fist of all, the basis of nomadic
economic lifestyle formed the world outlook of
Kazakhs, and secondly, the demand of the social
life to form new norms and values. Customary
law of Kazakhs is the monument of the rich of
nomadic civilization. It is backed by centuries
long history, life potential and human freedom
demand. Any legal system originates from the
social needs. Customary law was designed to
address the solution of the complex needs of
Kazakh society. Within various historical periods
the legal systems aimed to regularize relations
between and within nomadic states, have much
in common. State structure of Kazakh khanate,
system of political governance, legal relations,
cultural evolutions originate from early times.
Tribal confederations and their legal practices
left a rich legacy for Kazakh nomadic society.
Firm tribal relations of the nomadic socium
prevented development of individualistic rights.
Under the tribal system, the rights of an indi-
vidual were interpreted within the framework of
tribal legal practices. Apart from that the military
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necessity to protect the tribe from external threat
facilitated that factor. Each member of the tribe
was to a warrior responsible for its survival. In
peacetimes the legal relations were guided by
common practices. They covered family and eco-
nomic relations, criminal cases. Along with that
there existed legal practices to settle international
relations- trade and others, that proved the high
level of state development. In early nomadic pe-
riod, the notion of “sin/crime” differentiated from
family realm, and became part of the social/public
relations. Those norms formed the basis of the
legal practices to settle private and public issues.

Ancient nomadic law of Kazakhs, Turkic lin-
guistic arts produced valuable cultural heritage.
Development of legal relations of nomads went
hand in hand with the state formation. The Kazakh
khanate inherited the legal practices of the Turkic
states — code of customary law, political, crimi-
nal, civic practices regulations, and international
law. The failure of the Turkic states to cope with
legal problems led to their eventual decline and
collapse.

In VI century, in Central Asia was formed a
Turkic kaganate out of dispersed tribes, brought
together by Bumin kagan. He adopted a law on
state integrity and protection of the rights of or-
dinary members of society. it is known from the
Chinese sources. We should mention the articles
that worked as legal acts:

1) The one who instigates a rebellion or riot
must be condemned to death.
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2) The one who betrays the interests of Turks
is considered be the traitor and must be put to
death.

3) The one found guilty in death of an inno-
cent person must be put to death.

4) Adultery with somebody’s wife is punish-
able with death penalty.

5) Stealth of a horse tied to someone’s yurt is
punishable by death.

6) Injury during the fight must be compen-
sated by ransom.

7) The compensation for stolen horse is ten
times more that its original price [ 1].

These legal establishments on internal soli-
darity and integrity cemented the newly created
state. The runic inscriptions of the Turkic rulers’
call to unity were extremely important for Turks.
This legal monument of the first independent
Turkic state testified its creation, and that law
governed various problems people faced - crimi-
nal, family or economic disputes. But these legal
practices could be applied only to the medieval
nomadic states. The researches on Turkic states
analyzed state governance methods, nomadic
public relations, and developed the concept of
“nomadic state”. The ideological power justi-
fied the legal structure of the Turkic state, and
its norms. Civil, criminal, family, property cases
were regularized. The legal rights Ashina dynasty
had enormous power in the state. The law “Tore”,
as the pillar of the state regime and the dominant
dynasty managed them. The power of kagan was
inherited by his successor. The power passed only
from grandfather to grandson, and from elder
brother to the younger one. The third pillar were
creation of the laws to manage the state and intra-
tribal relations, as the basics of the international
law. These norms formed the “Tore” legal system
set up in VIII century. Along with the forma-
tion of Turkic states, the “Tore” legal principle
influenced other legal practices. “Tore” had the
legal right for governance. The main aim was to
provide state integrity, to overcome intra-tribal
conflicts and contradictions, orderly arrange any
relations in the socium. Turkic legal practices
and “Tore” principle were continued within the
further development of Turkic states and societ-
ies. From that viewpoint for present times, is very
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important to investigate ‘Tore” legal principle,
as in XVI century Armenian-Kypshak legal code
and procedural norms were based on it, and are
part of the world legal heritage[2].

In the history of steppe civilizations the big
state formation set up by nomads in early XIII
century got to the world prominence and spread
its influence on other states and societies. Dur-
ing the formation of single Mongol ulus (people)
with the aim to strengthen the state was adopted
the modified code of legal practices of nomads
with the amendments by the demands of the
Mongol community “Great Yassa”. The name
“great” implied that it was compulsory for all
Mongols. In this point, the common Yassa was
superior to the local/tribal legal practices. Yassa
in Mongol means “yassak” or establishment,
enactment, or law. Gengizkhan as the collec-
tion of laws and legal practices adopted Yassa
for Mongols. Rashid-ad-Din informed that for
adoption of that law was convened a kurultai in
1206 [3]. The law was adopted after victory of
Gengizkhan over Kereits, Naimans and Merkits.
The law taken at Great kurultai opened the way
to strengthening the power of Gengizkhan.

In 1218, at the kurultai with the objective to
arrange a campaign to Turkestan were introduced
some amendments. In 1225 was adopted with
amendments “Great Yassa” again. But unfortu-
nately the original version of Great Yassa was
not preserved, and its fragments are found in the
works of Arabic and Persian historians. Almost
complete version of Great Yassa was found in
the chronicle of the Persian chronicle recorder
Ala ad-Din-Ata Malik Juveini “Tariq —I- Jakhan-
gushai”, in translation it sounds - “History of
Jakhangushai” or “History of the world conquer-
or” [4]. Other authors — al-Omari, al-Markizi,
Mirhond approved the facts given in the works
of Juveini. On one side, the “Yassa” research of
Juveini is big, no doubt. By Juveini, the Yassa
in Mongol language was preserved in Uigur in-
scriptions on tumars (protective talismans). The
talismans were distributed to prominent noble
people, experts of Yassa and members of the khan
dynasty. In translation of the Russian orientalist
V.Minorsky, the chapter from Juveini work on
Yassa, was used by Vernadsky G. in his research
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as an appendix[5]. Qalmyk researcher E.Kara-
Davan in his work dedicated to the history of
Gengizkhan used the data from Yassa, as well
as from a-Markizi, Mirkhond, ibn-Batuta, etc[6].

There are many different opinions among
the historians (Kazakh, Russian, Qalmyk, Tatar,
Chinese, Mongol) on the articles of Yassa. A
prominent researcher from Kazakhstan, Zar-
dykhan Kinayat-uly in his work “Kazakh state
and Joshy khan” made a comprehensive analysis
of Yassa. Here we dwell on the opinions of the
Chinese and Mongol scholars [7]. The Chinese
researcher Li Zu Fin divides Yassa in 8 chapters,
and meticulously revises each chapter. Historian
B.Saishal after critical assessment of Yassa,
came to conclusion that it consists of 6 parts,
and the content of article 54 was decoded in full
by him([8].

Zardykhan Kinayat uly wrote that Yassa was
not a new phenomenon during the Mongol times,
and major elements of the legal code were in-
herited from Turkic, Tungus, pre-Mongol times
state formations political legacy. That opinion
of Kinayat -uly is taken by most of modern day
researches.

Development of social relations, state build-
ing are followed by legal culture evolution. The
strength of Gengizkhan law was that despite all
historical changes, its basic elements remained
intact and cemented any state ever built in Eur-
asia.

Thus, the Mongol empire was based on Yassa
as a legal fundamental. The strength of Yassa was
in the fact that successors to Gengizkhan despite
the long distances separating them had to subdue
to it. The content of Yassa: international law,
state and administrative law, criminal and trade
laws, procedural- the rights and duties of the
judge, as the pillar of the law. The solidity of the
laws adherence among Gengizkhan successors
was supported by the words of Rashid-ad-Din
who provided some pieces in his works: ”The
customs (uisun) left by Gengizkhan and laws
(yassak) must be strictly observed, not chang-
ing them, then the Heaven would support their
people, they would always live in happiness and
joy”. The following extract supports the previous
statement on the need to observe the law: “If the
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state formed after us, their leaders, sons, great
people, military commanders and emirs would
not follow the laws, then state affairs would be
undermined, destroyed, they would search for
Gengizkhan, but would never find’[9].

If even the successor to Gengizkhan had to
strictly follow Yassa, then for ordinary citizens
observance of the law was compulsory. That gen-
erated many difficulties. Yassa was based on the
nomadic lifestyle, and the sedentary population
of Turkestan, Persian lands whose life practices
were different could not easily adapt to legal
requirements of Yassa, as it did not cover their
life specifics. Contradictions over Ysasa interpre-
tations and implementation between local rulers
and Gengizkhan successors caused many conflict
situations. The ruling khan Chagatai was very
persistent in introducing Yassa in Turkestan,
and Juveini described that in the following way:
“He frightened the subject peoples by Yassa, as
its non-observance was punishable by his army,
that always was ready to do that at first order;
any woman with a plate full of gold could walk
without fear. He took some small decrees, but
they were hard for Muslims to observe it. For
instance, it not permitted to slay a sheep openly
in Horassan. He forced them to eat meat of the
dead animal (cattle)”[10].

Yassa was very strict legal code. Any wrong
act was interpreted as a crime, and strictly per-
secuted. Despite that the western part of the
Mongol empire adopted the Muslim culture, and
gradually yassa establishments were not followed
strictly. That was written by Hamdallah Kazvini.
By Yassa it was prohibited for Mongols to live
in urban areas, but descendants of Chagatai and
Jochi soon forgot about those bans.

It is not clear how long Yassa establish-
ments worked in Mongol lands. In the state in
Mawerennahr set up by Timur and his successors
“tore” in Turkic language was interpreted as the
law of Gengizkhan. In Syria and Khorezm, Timur
and his descendants were accused in putting
“tore” above Sharia, and people under his control
were not viewed Muslims. During the rule of
Timur’s son Shahruh (1409-1447) was adopted
a decree to follow only Sharia and annul ‘Bilik”
of Gengizkhan and his legal practices. But son
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of Shahruh, Ulugbeg viewed that it was correct
to observe all laws of Gengizkhan. The last
Timurid, Babur, wrote: “Our ancestors implicitly
obeyed the laws of Gengizkhan. At the kurulai,
parties and feasts, before taking a meal, or any
acts, I did nothing against “tore”. All people by
the decrees of Gengizkhan must follow the words
of God. Whoever it is to leave those valuable
words/laws, must be not forgotten. If your father
left a good law, its must be observed. If he left a
bad law, it must be replaced by a good one’[11].

In XV-XVI centuries in Mogolistan basic arti-
cles of Yassa were still in force. Eastern Desht-I-
Kipshak Kypshaks followed Yassa in settlement
of complex problems. As the th descendants
of Gengizkhan ruled the lands for a long time,
then Yassa was seen as the supreme law. But it
is wrong to state that all the territories of former
Gengizkhan Empire observed Yassa. The subject
people practiced their own legal codes along with
Yassa. Part of the law provisions of Gengizkhan
adopted with the aim to strengthen his state, were
kept in the criminal code of nomads.

In the customary law of nomads Biliks (pro-
cedural interpretations of Yassa) left by Gengiz-
khan played big role. In the oral spiritual legacy
of Kazakhs are kept numerous references to it. In
the opinion of the expert on medieval nomadic
history T.Sultanov, the researchers of XIV cen-
tury made a mistake when mixed Bilik with Yassa
[12]. After through analysis of Bilik and Yassa,
in 1901 P.Melioransky came to conclusion that
there are different in many points. Yassa clearly
identifies types of crimes and how they in due
way must be persecuted. Bilik provides legal
procedure and its stages, and also punished those
who disobeyed Yassa. in the process of state
governance by Yassa, administration of public
affairs, the successors of Gengizkhan followed
Bilik. Gengizkhan left to his descendants and
people not only the laws, but also the rules of
their correct implementation. Full text of Bilik is
given by Rashid-ad-Din in his work’s chapters:
“The best praiseworthy quality of Gengizkhan
is to leave legal knowledge of Bilik”. Rashid-
ad-Din employed many evidences on Mongol
legal code from various sources — historical
narratives and memoirs. In the historical nar-
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ratives Gengizkhan who conquered the world is
depicted as the one who founded a state out of
scattered Mongol tribes, set up a unified system
of governance instead of tribal rule, introduced
a system of administrative bureaucracy as well
as wise statesman. On the other hand, his inva-
sions and plunder of the occupied territories led
to disappearance of their cultural and economic
wealth, postponed for centuries the develop-
ment and formation of big people out of Turkic
tribes. Assessment of Bilik from various sides
allows us to understand what role his laws, and
legal establishments, provisions of how to rule
conquered peoples, played in the state he left
for his descendants. The Gengizkhan’ s estab-
lishments were promoted by Kazakh zhuraus,
poets, biis, oral folk art- proverbs and sayings.
For instance: “Where sons do not listen to father,
younger brother do not respect the elder ones,
husband is not backed by his wife, and wife
dose not follow her husband, mother-in-law do
not like their daughters-in-law, senior did not
protect the youngsters, and youngsters did not
follow the seniors, and the nobles being close to
god could not influence the public, and having a
lot of wealth could not build a wealthy country
for the people and ignored the customs (uisun),
and law (Yassa), and people fought against the
state; in that state grow thieves, robbers, enemies,
cheaters, and offenders, they inflict big damage
to people, steal their horses and cattle, and if the
army launches a campaign, its exhausted horses
would die halfway, and both- army and horses
would die”’[13].

Bilik of Gengizkhan taught the statecraft,
gave useful advises on governance — what to do
in various spheres, and which are the priority. It
teaches that the rulers must care about the people
close to power, families, and how to mange fam-
ily affairs, lead an army, control international
affairs, what qualities are desirable in peacetime,
etc. and gives full answers to all these questions.

Here we should refer to the extract from Bilik:
“The content of the Bilik is that at that time the
demands of the Kazakh khanate society were
fully responded by it”.

The nomadic states were interested in codifi-
cation of their legal establishments, and Gengiz-
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khan timely reacted to that, and although within
time the situations changed, in general Yassa ad-
dressed most of the problems on the way. Further
on Kazakhs adopted the Laws of Kassym-khan
(The direct path of Kassym khan), Legal Code of
Hak-Nazar khan (Just path of Hak Nazar khan),
the legal code of Yessim khan and Jety Jargy of
Tauke khan. In 1640 Oirtas adoped “Tsaadjin
bichikte”- legal code of Jungars. There is much
in common between them as they all are based
on the Mongol legal practices, and represent the
stage by stage evolutionary changes.

Jety Jargy as the codified legal code of
Kazakhs was one such evolutionary samples.
By the content the Jety Jargy is reflective on
specific Kazakh life style; secondly, is based on
the previous legal codes, like the one created
during the rule of Kassym khan (1511-1523),
when Kazakh khanate for the first time came
to be known internationally. The first contacts
with the Muscovy occurred right at that time.
That period was characterized by strengthening
of military-democratic structure. Kassym khan
unified millions of people under one banner in
one country, and governed them. Unwritten legal
code, preserved in the folk memory played very
important role in state governance.

The basic provisions of the law of Kassym
khan are as follows:

1. Property law — on cattle, private property,
land disputes

2. Criminal law - murder, attacks/raids on
population, cattle stealing and their punishment

3. Military law- army formation, military du-
ties of the common folk, ransom, penalties for
losses in the military campaigns

4. diplomatic rules — orator skills, politeness
and etiquette in international affairs, tactfulness,
etc.

5. Law of the public — distribution of food,
cattle to the public, rules of the commemoration
arrangement, organization of festivities, duties
and rule of conduct during the holidays and
celebrations.

After Kassym khan legal code was adopted
the code of Yessim khan, complied by the young-
est out all khan ever in power in Kazakh steppe.
The reason why it was called “old law” is that
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all the legal practices originate from the ancient
customs.

Tauke khan introduced considerable changes
in the previous legal codes. Especially was modi-
fied the third part of Jety Jargy. The laws of khan
Tauke were based on traditional practices, but
were innovated to meet the time challenges and
digest the traditions of the tribes that within time
became part of the Kazakh khanate. Jety Jargy is
the most famous legal code that was in force until
mid XI century in the Kazakh steppe. There is no
common opinion on the time when and under what
circumstances it was adopted. Some researchers
consider that it was in late XVII century, others
—to early XVIII century. The reason is that in the
first half of XVII century the Kazakh khanate
unified all lands and to strengthen the state, the
leaders needed real deeds. At that time most of
eastern part of the state lived under the Sharia law.
Social-economic and political situation degraded,
therefore the leaders were to take urgent measures
to consolidate the country through unification of
legal practices. One more reason for Jety Jargy
adoption is the external threat — the Jungar inva-
sions intensified. The Jungars by that time had
adopted their legal code that helped to strengthen
the people from within. Thus, Kazakhs had to
take urgent steps to confront the external threat.
Thirdly, until XVII century most of legal practices
grew outdated and new realities were to be reacted
properly. We keep to the origin of Jety Jargy as
of late XVII century, and support our proposition
by the evidences provided by the tribal chief of
Jappas tribe Kobek Shukualiev, that he gave to the
Russian researcher G. Spassky: “Ancient tribes of
Kyrgyzes (as they were called by the Russian, in
fact — Kazakhs) proclaimed Tauke sultan as their
khan, at that time three branches of Kyrgyzes
(Great, Middle and Minor juzes) sent their judges
(biis) to negotiate and they came to conclusion that
they would stop fighting and quarreling with each
other and adopt a common law”[14].

The rules of Jety Jargy became integral part of
the Kazakh everyday life, and its unwritten articles
were transmitted orally from one generation to an-
other. The fragments of Jety Jargy were complied
by the members of the Russian research expedi-
tions and officials of the colonial administration.
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That is their contribution to the preservation of the
legal code of Kazakhs. Jety Jargy and some other
legal practices of Kazakhs were also complied
by A.L.LLevshin, N.N.Grodekov, D.Samokvasov,
L.A.Slovokhotov, G.Spassky, Y.I.Gurland. The
most valuable collection was made by findings of
G.Spassky, Y.Gurland, A.Levshin, P.Makovetsky,
L.Balluzek[14].

It is known that there are two original ver-
sions of Jety Jargy. The first one in 1804 was
complied by G.Spassky form the words of tribal
chief of Jappas tribe Shukualiev. In 1820 “Herald
of Siberia” published notes of G.Spassky on Jety
Jargy consisting of 11 fragments. Spassky also
described the everyday life of Kazakhs from the
results of his expedition in 1806. The second ver-
sion was given in the works of A.Levshin. Lawyer
Nuraly Oserov critically assessed Jety Jargy, col-
lected all available resources on that legal code,
and divided it into several chapters:

1. State integrity

2. Body cleanliness

3. Religion

4. Family unity

5. Crime and punishment

6. Human rights and private property

7. Order of governance

Thus, Jety Jargy consists of 7 main parts di-
vided into 34 articles. The analysis of the legal
code proves that it served the material and political
interests of the people in power and as a mediator
between those in power, and the common folk.
Since the creation of state, the land disputes (zher
dau) were extremely important for all members
of the community. By Jety Jargy land issues were
considered as part of the tribal property sphere.
Therefore, any member of the tribe could have
right for the pasturelands, winter and summer
sites. In that way the conflicts over lands were
prevented or regulated.

The basic economic fundamental of the Kazakh
community was cattlebreeding. Each tribe had
its own seal to mark the cattle (tanba), and that
was considered under Jety Jargy in case if any
disputes arise. A seal could identify a stolen attle
as someone’s property. The Kazakh community
recognized only property rights on cattle. Tanba
(seal) ended all the claims on one’s cattle.
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Other issues under Jety Jargy referred to family
and marriage sphere, and originated from the early
times traditions. Father was the head of the family,
the owner of his children, master for his wives,
servants, cattle, pasturelands and sites (winter and
summer). No decisions were taken without his
permit. The family related articles also stipulated
the marriage strategies- count 7 generations to
make marriage policy to form a family: within
7 generations people were viewed relatives. No
permit is given for marriages with foreigners.
Therefore, every Kazakh was obliged to know 7
generations history — genealogy- zhezhire. The
one who could not name 7 ancestors was believed
to be without roots.

Russian researcher N.Grodekov wrote, that
every Kazakh knows his genealogy that was
supported by Tauke khan’s legal code that was
seen as one of the pillars of social system and its
stability. Peace between relatives was equivalent
to juz solidarity and strengthening of the basis of
the state, in understanding of Tauke khan.

The significance of tribal system is visible I big
events taken place in Kazakh social history. For
example, it was observed during marriages and
wedding ceremonies, funeral commemorations,
property division, etc. when relative supported
each other. In the soviet times, as well as pres-
ently, do serious events are arranged without rela-
tives participation and support. Although within
times the traditions changed, part of them is still
observed.

Family and marriage related traditions of Ka-
zakhs are very complex. For example, the seek-
ing a marriage partner for son, marriage contract
negotiations, etc., rites and rituals of girls marriage
and wedding ceremonies arrangement, parties on
achild’s birth (shildekhana), ages transitions cycle
ceremonies (12 year cycle- mushel, zhasqa toly),
funeral commemorations, and other events were
followed by traditions coming from early times.

Jety Jargy also stipulated the cases settlement
as revenge/vendetta, material compensation for
crime (and even murder). Although Jety Jargy
dose not disclose the notion of what is crime, and
names a criminal as the one who was sinful. It is
impossible to eradicate crime at all in any country
or society, but it is possible to create barriers on the
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way of making crime by someone. Jety Jargy put
revenge/vendetta at first place in the list of crimes,
and viewed it in equivalent manner- blood for
blood (tit-for-tat principle), life for life. Sometime
the one condemned to death by the decision of
the council of judges (biis) could save his life by
a ransom or material compensation. That article
demonstrates historically progressive significance
of the Kazakh legal code. The payment is taken
from the criminal or member of his tribe. Principle
of revenge prevented keeping the state integral.
Russian researcher Balluzek wrote that: “The
original historical narratives of Kyrgyzes, revenge
lasted for centuries, and was transmitted from one
generation to another. Then they understood that it
was harmful for all the community/tribe’[14]. In
the nomadic community, with the advent of Islam-
ic practices, material compensation for the crime
was introduced. In the legal codes of Kassym khan
and Yessim khan, compensation was mentioned,
but not interpreted in full manner. While in the
laws of Tauke khan, revenge was interpreted as a
big damage for the community and was replaced
by material compensation. Emergence of compen-
sation, principles of its type and size were caused
by subjective reasons. As other members of the
tribe were responsible for someone’s crime, it was
better to pay for the crime, and release them from
the fear of being killed. The tribe paid for the crime
certain amount of cattle agreed under Jety Jargy
by judges, as it was reported by Levshin. Infor-
mation of material compensation practices can be
found in the works of I.Georg and N.Rychkov. By
Georg: “if someone killed another man, he will
be sentenced to death for that crime, or released if
compensated for the death to the relatives of the
victim. For the murder the compensation is 100
horses, 2 camels, and 1 slave. Instead of horse
he can give 5 sheep. For the murder of a woman,
the compensation is twice less than for a man’s
murder. For the physical injury or trauma to the
genitals of a man or a woman, the punishment is
very serious. For theft - 9 times more.

The historical foundations of the Kazakh legal
practices are customs, Sharia norms and legal
codes of the some rulers, like khan decrees, but
they could not cover the variety of legal cases
happening among the people in steppe. Custom-
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ary legal systems of Kazakhs were created within
the long historical process, condensed within the
nomadic life style, and were flexible and gradu-
ally evolved. The institute of judges (biis) in
Kazakh society as responsible for following and
timely reaction to the changes and challenges,
as well for the maintenance of traditional legal
culture and practices. They were practitioners,
theoreticians, and interpreters, presided over the
legal trials, took decisions, negotiated in disputes
whatever they were, criticized and took the final
actions. The main objective the court of biis was
to establish the truth, reveal it to the public and
take appropriate decision. They were to posses a
common sense, strong logic, orator skills, deep
analytical potential and good memory. They
were to take into account positions of both parties
involved in the case, thoroughly investigate the
case, critically asses the words and actions of all
the participants. Biis had certain freedom in tak-
ing decisions, as well as the the one found guilty
disagreed with the court decisions, had right to
protests and the case were revised from anew, all
cases were considered publicly. The complexity
of cases necessitated the number of biis involved,
if the case was too difficult, then several biis were
involved and out of them was elected by his col-
leagues the chief one - tore bii. He took the final
decision. If the trial was public, then all present
had the right to speak out on the case. Tore bii was
to arrange the due procedure and control the order
of the process. Relatives and interested people
from both sides could speak, but had no right to
vote. In many cases the tribal biis could suppress
by their tribes’ authority the opposite party, as all
tribal members covered the responsibility for the
crime. The trial was held in the specially arranged
place or in the tent of bii.

Thus, the steppe legal practices were naturally
formed within the normal course of life and de-
veloped in content and structurally by people and
law might regulate their vision of how.

The Kazakh laws originate from Turkic times,
and were enriched by the legal practices and cul-
tures of other peoples. Secondly, Kazakh laws
borrowed and interpreted adapting to their needs
the best samples and models of legal cultures of
other peoples.
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NURSULTAN NAZARBAYEV
AND KAZAKHSTAN'S
MODEL OF INTER-ETHNIC
RELATIONS AND RELIGIOUS
TOLERANGE

GERMAN KIM

n 2011, Kazakhstan celebrates 20 years

of its independence which is a historic

milestone in the development of an

independent state. President N. Naz-
arbayev has officially announced the motto “the 20
Years of Peace and Constructiveness” to attribute
a special status to the year.

Kazakhstan’s independence is a major achieve-
ment of the multiethnic people of the country. It is
the unity and accord of the nation that were the pre-
conditions for considerable social and eco-nomic
success of the newly independent state as well as its
international recognition within such a short period
of time. The United States celebrates the 235th an-
niversary of its independence in the same 2011. The
215-year difference between the two countries is
quite a long time, however, within these 20 years,
Kazakhstan has had the achievements similar to
those of the United States although the latter has
had the two centuries of freedom and democracy.

Vast research made on Kazakhstan in the world,
drew the attention to its historical destiny and,
most importantly, its political, economic, social
and cultural progress. The foundation of a mod-
ern state have been laid within the last 20 years,
as the republic has successfully postured itself at
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international arena due to its profound and largely
successful reforms. However, all the re search made
on Kazakhstan lack the due focus on the leader
of the country who, for all these years, has been
drawing the vectors of national develop—ment and
determined the fate of the new state. The interest
the world community has in Kazakhstan can be
explained not only by its abundance in energy and
mineral resources; Kazakhstan has been a unique
model of inter-ethnic harmony. The world leaders
gathered at the OSCE Summit in Astana credited
President N. Nazarbayev as being the creator of
this model.

Therefore, our attention will focus precisely on
the independence of Kazakhstan and the unity of
its multiethnic people which constitutes the basis
and guarantee the success of a sovereign state. What
are the characteristics of Kazakhstan model of inter-
ethnic accord and religious tolerance? What is the
role of the Leader of the Nation, the Head of State
in this strategically important domestic issue? What
mechanisms and tools are involved in regulation of
the most sensitive but critical aspect of social life?

For a start, it is worth to note that multiethnic
configuration of the population of the modern
Kazakhstan is a legacy of the past, the fact that
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cannot be denied. Since ancient times, the cara-
van routes intertwined fates of different peoples,
cultures and religions converged through the
Great Steppe spanning Eurasia. Later, due to the
policies of migration, deportation, industrializa-
tion, and development of the virgin lands during
the Soviet period, Kazakhstan turned into a state
with one of the most multi-ethnically diverse
population. More than 130 ethnic groups live
here today in peace, friendship and harmony.

Like any other multiethnic sovereign state,
Kazakhstan had to define and implement the
policy in inter-ethnic relations. There have been
numerous practices in the world, namely ‘the
melting pot’, ‘the salad bowl’, ‘the quilt’, ‘multi-
culturalism’, ‘the new Soviet community’ or ‘the
Soviet people’, etc. After gaining its sovereignty,
Kazakhstan faced a crucial dilemma: whether to
use the previous, well-known models of ethnic
policy or create its own?

Kazakhstan, with its unique history and spe-
cial circumstances, does not fit into any of the
known models such as the Russian, Chinese,
North American, European or Australian.

Therefore, the model of inter-ethnic rela-
tions and inter-confessional harmony suitable
for Kazakhstan should embrace the following
principles:

- indigenous Kazakh land;

- state consolidating role of the Kazakhs as a
core ethnic group;

- multi-ethnic population being a result of
migration;

- the numerical preponderance of the Kazakhs
and Russians;

- a clearly defined status of the languages (the
Kazakh is recognized as the official language
whereas the Russian is the language of cross-
national communication), and the freedom in
terms of use of all other languages

- multi-confessional population;

- traditions of hospitality and tolerance
inher—ent in the mentality of the Kazakhs;

- introduction of the fundamental values of
the contemporary world such as civil society,
democ—racy, market economy, rule of law and
equality before the law as well as ideological
pluralism;
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- peacemaking, the voluntary nuclear disar-
mament, proactive participation in the cause of
maintenance of global, regional and collective
security [1].

In 1992, President N. Nazarbayev in his ‘Strat-
egy for the Establishment and Develop—ment of
Kazakhstan as a Sovereign State’ for

the first time defined the priorities of main-
tenance of stability and inter-ethnic accord as a
condition for successful implementation of the
reforms and economic progress. Construction of
Kazakhstan as a new sovereign state was based
on preservation of peace and harmony. Culture
of multicultural understanding was declared the
national policy.

In his annual Addresses to the People of Ka-
zakhstan, as well as the speeches delivered at the
sessions of the People’s Assembly of Kazakh-
stan, President N. Nazarbayev has repeatedly
emphasized the crucial character of harmonious
inter-ethnic relations, tolerance and respect for
the cultural, religious and linguistic demands of
all ethnic groups of the country. The writings of
President N. Nazarbayev provide a theoretical
and methodological basis of Kazakhstan model
of inter-ethnic accord and religious tolerance. It is
built on the following guidelines and prin—ciples:

First, government policy was aimed at creat-
ing all the conditions necessary for the devel-
opment of culture and languages of all ethnic
groups of the country. Firm leadership within the
country since the early days of its independence
aimed at harmonizing the relations between the
ethnic groups was one of the key factors to make
the policy effective. In his Address to the People
of Kazakhstan ‘Increasing Prosperity of People
of Kazakhstan Primary Goal of Sate Policy’,
President N. Nazarbayev said that Kazakhstan
has created “its own model of social stability,
ethnic harmony, the formation of Kazakhstan
identity and nationwide patriotism during the
years of independence. This is our [Kazakh-
stan’s] ‘know-how’, which we are proud of and
determined to preserve” [2].

Second, tolerance is the essential value and
major achievement of Kazakhstan, which fully
complies with the spirit and letter of international
documents. In accordance with the Declaration
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of Principles on Tolerance (UNESCO, 1995),
tolerance is defined as: “... values and social
norms of civil society, which manifests itself in
the right of all individuals of civil society to be
different, sustainable harmony between differ-
ent religions, political, ethnic and other social
groups, respect for the diversity of various world
cultures, civilizations and peoples willingness to
understand and cooperate with people differing
in appearance, language, beliefs, customs and
beliefs” [3].

The featured definition of tolerance in the
Preamble of the UN Charter reads as follows: “...
to practice tolerance and live together in peace
with one another as good neighbors” [4].

There are other definitions of tolerance, for
example: “Tolerance is what makes peace pos-
sible, and turns the culture of war to a culture of
peace.” and “Tolerance is the ability of a person,
community, state to hear and respect the opinions
of other, non-threatening to meet other than my
opinion”.

All these definitions reflect the same notion.
A tolerant society asserts the right of all people
to be different. At the same time, society itself,
through its institutions (including government)
should strive for sustainable harmony between
different religions, political, ethnic and other
social groups, respecting the diversity of various
world cultures, civilizations and peoples with
willingness to understand and cooperate with
people differing in appearance, language, beliefs
and customs.

Kazakhstan’s model of inter-ethnic rela-
tions raises the ‘tolerance’ and ‘neighborhood’
to a new level of unity of the nation, which is
achieved through diversity of all ethnic groups.
That is why the President of Kazakhstan con-
stantly calls for “unity through diversity” and
this slogan manifests a different approach of
Kazakhstan citizens, a different meaning than
the famous Epluribus unum motto placed on the
arms of the United States.

Third, the practice of nation building in
Kazakhstan takes into account the direct link
between the conservation and creation of inter-
ethnic tolerance within a competitive nation.
Inter-ethnic harmony and dynamic economic

QUARTERLY ANALYTICAL REVIEW | 4 (56)/2014

development of the country are integral parts of
the single interrelated process. On one hand, tol-
erance and peace create the conditions necessary
for economic progress, while the latter provides
the foundation for the former.

Fourth, integration of its citizens into a united
community is the major condition to preserve in-
tegrity and independence of a multiethnic nation,
which is Kazakhstan. The principles of identity
formation derived from the idea of common citi-
zenship provide the basis of state-building and
national policy of the Republic of Kazakhstan.
The interpretation of ‘nation’ in civil-law and the
concept of the ‘united people of Kazakhstan’ are
synonymous. Such an understanding of nation
stands for aggregation of all the country’s citizens,
whose united civil identity rises above ethnic, cul-
tural, and religious differences. As the President
of Kazakhstan, N. Nazarbayev emphasized: “To-
day, it is too early to talk about the formation of a
unified nation of Kazakhstan. We speak of a civil
and political unity, but not an ethnic unity... The
main identity is our civil and political unity” [5].

Numerous studies and life experience itself
show that harmony in inter-ethnic relations can
only be achieved with mutual understanding
among the ethnic groups. In this sense, the dia-
logue among cultures is one of the main factors
in the development of tolerance. Kazakhstan
succeeded in creating all the conditions necessary
to build an environment where the languages,
customs and traditions of all ethnic groups have
been maintained properly during the years of its
independence [6].

Fifth, state and civic institutionalization are
the most important features of the model of
inter-ethnic relations in Kazakhstan. The People’s
Assembly of Kazakhstan is one of the major in-
struments of state policies and consolidation of all
ethno-cultural associations of the country. Since
it’s formation on March 1, 1995, the People’s
Assembly of Kazakhstan has been a body with
nothing similar in the other CIS countries; this is
a unique example in the world of an institu—tion
for harmonization in inter-ethnic and inter-con-
fessional relations.

The idea of creating the People’s Assembly
of Kazakhstan was articulated by the President
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N. Nazarbayev for the first time in 1992 at the
First Congress of the Peoples of Kazakhstan;
the forum was dedicated to the first anniversary
of independence. The Assembly is aimed at the
following:

 promoting the maintenance of inter-ethnic
and inter-confessional harmony in the republic
and stability of its society;

» making recommendation on implementa-
tion of the state policies aimed at promoting
of friendly relations between the ethnic groups
and individuals of different ethnic background
resid—ing in the territory of Kazakhstan, as well
as their spiritual-cultural revival and develop-
ment on the basis of the principles of equality;

« forming a political culture among the citi-
zens of Kazakhstan based on civil and democratic
norms;

* securing the interests of the various ethnic
groups in national policy;

* searching for compromises in the cases of
social contradictions.

According to the amendments made under
the constitutional reform of 2007, deputies from
the People’s Assembly of Kazakhstan (PAK)
are elected to the Majilis with the mission to
maintain and protect the interests of the ethnic
groups they are representing. Therefore, the PAK
is a genuine mechanism to preserve the interests
of the ethnic groups of Kazakhstan. 22 national
and regional ethnic-cultural centers are working
under the ae—gis of the Assembly, which em-
brace 470 oblasts (provinces), cities and rayons
(districts) organizations. The PAK resolves the
issues through a network of regional branches,
so-called Smaller Assemblies.

Sixth, the world experience shows that lin-
guistic equality is a critical issue when forming
a tolerant attitude in a multiethnic society. In this
respect, it should be emphasized that Kazakh-
stan pursues a comprehensive and reasonable
linguistic policy which is a specific feature of
its model of interethnic harmony. Currently, the
President proposes the concept of ‘triunity’ of the
Kazakh, Russian and English languages which
should not only ease the tensions in relations
among the various ethnic groups, provided it is
the commonly accepted — since it really requires
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a complex approach - it will make its impact on
the processes of socio-political and economic
modernization of the country as a whole.

Seventh, the model of inter-ethnic accord of
Kazakhstan assumes that children are systemati-
cally brought up to be tolerant and respectful to
the culture, rituals, and customs of the people of
other ethnic background. The new generation of
Kazakhstanis is mastering the Kazakh language
not only to express their loyalty, patriotism, and
civic commitment to Kazakhstan, but also to
be competitive in their professional career and
achieve personal success.

Eighth, the unity of the people in a multiethnic
state such as Kazakhstan is impossible without
tolerance in inter-confessional relations. Ka-
zakhstan is a secular state with a predominantly
Muslim population and other 45 religions. Nota-
bly, there have been no conflict; mosques along
side with churches and synagogues are built, and
Buddhist temples are opened.

Speaking at the international conference on
‘Spiritual Harmony through Tolerance’, Presi-
dent N. Nazarbayev said: “We will not allow the
politi-cization of the religious issue. The most
important characteristic of the religious life in
Kazakhstan is the mutual respect for each other.
The multiethnic and multireligious people of
Kazakhstan have always been particularly toler-
ant and respectful having a spirit of mutual sup-
port. The first Congress of Leaders of World and
Traditional Religions is a clear example of the
success Kazakhstan made in inter-confessional
dialogue” [7].

The establishment of a unique platform for
dialogue among leaders of world and traditional
religions is an initiative of N. Nazarbayev that
is worthy international recognition. No other
country has realized such an idea. President N.
Nazarbayev participated in the third Congress
of Leaders of World and Traditional Religions
which was held in Astana in June 2009. The first
2006 Congress was attended by 29 delegates, 77
delegates from 35 countries came to the next one.
The forthcom-ing forum of world religions will
take place in the capital of Kazakhstan in 2012.

The 15th session of the People’s Assembly of
Kazakhstan set the task to work out the ‘Doctrine
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of National Unity’, which should become an ac-
tion program to deal with all the complexities of
inter-ethnic and inter-confessional relations, and
open a new phase in the process of formation of
aunited nation of Kazakhstan [8]. The President
said that the ‘Doctrine of National Unity’ should
answer the three main questions: what do we
mean by “national unity,” what are the premises
for national unity, and how will we strengthen
it in the future. According to N. Nazarbayev,
three pillars hold up the unity of the people of
Kazakhstan: common history, common values,
and common future.

Kazakhstan faces the crucial task of nation
building which should rest on integration and
consolidation of the all ethnic groups into a
united nation of Kazakhstan with the common
national idea, common values, and patriotism.
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We call the patriots those people who make ac-
tive personal contribution and participation in the
preservation and augmentation of the spiritual
and material wealth of the country, realization
of its political agenda, as well as economic and
socio-cultural modernization as all these should
bring the country to the club of the 50 most
competitive countries of the world.

Kazakhstan possesses all the necessary politi-
cal, material, technical, and intellectual resources
to fulfill the tasks it faces. High authority the
Yelbasy (Leader of the Nation) enjoys domesti-
cally and beyond, his firm will and reasonable
internal and external policy aimed at national
unity, peace and harmony, as well as economic
progress shall enable Kazakhstan to have its
stand in the international arena and guarantee
the success.
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POLITICAL AND LEGAL BASIS
FOR KAZAKHSTAN PARTY
SYSTEM IN THE 19905

YURI BULUKTAEV

s a rule, the functioning of political

parties is dependant on the composi-

tion of various factors of social, his-

torical and institutional nature. This

composition may vary from country
to country. Institutionalization of political par-
ties 1s understood as their recognition by both
society and power as a necessary element for
proper functioning of a political system within
the state. In a narrower sense, institutionalization
means providing a legal basis for functioning of
political parties.

The development of multiparty system, to a
certain extend, is determined by political plural-
ism which has become an attribute of the political
development of Kazakhstan during the period of
social, economic and political transformation.
Pluralism means an environment of competition
and interaction of the various political forces in
accordance to the law and traditions. Increasing
pluralism means improvement of political space.
As multiparty system is recognized as an attribute
of political pluralism it is the vehicle to improve
political and partisan space.

In the 1990s the political parties and move-
ments were necessary for the institutional design
of the de—mocratization process of Kazakhstan,
from one hand. From the other hand, they were
formed not through social and ideological de-
mand due to weakness of civil society, but out
of quite different reasons.

Since 1989, during the period of half-

Central Asia’s

QUARTERLY ANALYTICAL REVIEW 4 (56)/2014

disinte—gration and eventual dissolution of the
USSR, the political parties were formed on the
ideological basis by the groups of the likeminded;
those who were supportive towards democratic
socialism, national independence, western de-
mocracy values or by their opponents. As the
newly independent states were accommodat-
ing a new political system This is a dilemma
of democracy. In a democratic environment,
ideologies are the means for a party to achieve
its political goals (not surprisingly all political
parties appeared in Kazakhstan those days called
themselves ‘democratic’), at the same time, the
process of partisan-building was governed from
the above. In such conditions the normative and
legal mechanisms are crucial, as well as the
functional (the ways how the power is exercised)
and the communicative (interaction between the
state power and the parties).

In democratic states with multiparty systems,
the national legislation defines the format of in-
clusion of the political parties into the process of
formation and functioning of the bodies of state
power as well as the character of their interrela-
tions with the other public associations. These
interactions shall be based on the principle of
mutual non-interference and independent func-
tioning. This principle is stipulated by a number
of international documents especially when
it comes to the relations of state and political
parties. The states participated in the OSCE Co-
penhagen Conference in 1990 declared that “a
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clear separation between the State and political
parties is one of those elements of justice which
are essential to the full expression of the inherent
dignity and of the equal and inalienable rights of
all human beings. In particular, political parties
shall not be “merged with the State”.

Partisan policy of state is one of the key fac-
tors influencing the dynamics of development
and effi—ciency of political parties. Formation of
this policy is dependent both on social structure,
public demand and the capacities of the political
system to provide political basis for functioning
of the party system.

The capacities of the political system of mod-
ernization, were mainly formed by of the state
power bodies; their regimentation and regulation
impacted on the political parties. The regulation
activity was manifested mainly in normative and
legal mechanisms as well as the functional and
communicative mechanisms. The factor of politi-
cal and legal institutionalization of the political
parties affected the dynamics of development
of the party system and efficiency of the parties
themselves.

The national legislature regulated the char-
acter of relations of the political parties with the
other political institutions within the political
system. It regulated the format of the partisan
building and their inclusion in the process of
formation of various state power bodies as well
as the character of the relations of the parties
with the other public associations in accordance
to the principle of non-interference.

Liberalization of the Soviet political system
resulted in establishment of a great number of
new socio-political movements and, therefore,
imperfec—tion of the legal basis became par-
ticularly visible. On April 14, 1989 the Supreme
Soviet of the Kazakh Soviet Socialist Republic
passed the Act on Establishment and Functioning
of the Independent Public Associations. The law
On Public Associations passed by the Supreme
Soviet of the USSR on October 9, 1990 had had
a great significance for institutionalization of the
proto-partisan structures. It provided the legal
basis for establishment and regimentation of
organization and functioning of numerous newly
created public associations.
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The Declaration on the State Sovereignty of
the Kazakh SSR passed on October 25, 1990 by
the Supreme Soviet of the Kazakh SSR guaran-
teed the equal rights to all public and political
associations and movements to participate into
political and social life. Since 1991, the activities
of the public associations were regulated by the
law On Public Associations of the Kazakh SSR.

It was designed on the basis of the similar
law passed by the Supreme Soviet of the USSR
in 1990 and contained 5 chapters: ‘Preamble’,
‘Establishment of Public Associations and Termi-
nation of their Activities’, ‘Terms and Conditions
of Activities of Public Associations’, ‘Liability
of Infringement of Law’, ‘International Coop-
eration, International Treaties’. The Law stated
the association freedom to be an imprescriptible
constitutional right of human individual and citi-
zen the realization of which serves the interests
of society and shall be protected by the State.
The law also enumerated the recognized public
associations but it gave the right to establish the
others beyond the given list. The law also stipu-
lated the procedure of re-registration of all previ-
ously established public associations within the
territory of the Republic by 31 December 1991.

The law prohibited any associations of po-
litical nature to be established at the public ad-
ministration bodies, courts, public prosecution
offices, army, state-owned industries, public
and government agencies and organizations in
order to guarantee the equal opportunities for the
former and keep the latter neutral and impartial
in terms of politics.

Thus, the Constitution and national legislature
guaranteed equality for public associations. The
Constitution of the Republic of Kazakhstan is
the main source of the legal norms regulating
the status of political parties.

Political and legal basis for building of a mul-
tiparty system was provided by the Constitution
adopted on October 28, 1993. Chapter 10 stipu-
lated inclusion of political parties into execution
of state power and this fact signified that there
were premises for the multiparty system to be
an integral part of state power formation mecha-
nisms. The parties were recognized as actors of
the political process.
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Article 16 of the 1993 Constitution stipulated
the right of the citizens to establish public as-
sociations on the basis of the principle of free
expression and common interests to realize the
fundamental rights and freedoms guaranteed by
the Constitution. The Article was the foundation
for observance of free associations rights of the
Kazakhstan citizens.

Article 17 of the 1993 Constitution gave the
re—gistered parties the right to nominate their
candidates, conduct free debate, and pursue
campaigns for and against the other candidates.
According to Article 56 political parties shall
facilitate free expression. All this signified a
considerable democratization of social relations.

However, the legal basis for the rights and
responsibilities of the political parties remained
insufficient until the end of 1994. The abovemen-
tioned law of the Kazakh SSR On Public Asso-
ciations passed back in June 1991 had become
outdated in the political situation those days.
The law did not differentiate political parties
and other public associations; it just recognized a
number of associations to be the political parties.

The Constitution of Republic of Kazakhstan
adopted in 1995 and the laws On Public Associa-
tions and on Political Parties passed in 1996 were
the principle legal basis since the second half of
the 1990s. The Constitution adopted through the
referendum in 1995 made Kazakhstan a unitary
state with a presidential form of government
with the bicameral parliament and defined the
partisan building process and political space in
general. The previous approach to regulation of
the status of the political parties and other public
associations had become inappropriate. Thus,
it was necessary to distinguish them within the
national legislature; the law On Public Associa-
tions was passed on May 31, 1996 and the law
On Political Parties was adopted on July 2 the
same year. These laws meant a new stage in the
process of legal institutionalization of the politi-
cal parties in Kazakhstan.

In accordance to these legal acts, public as-
sociations shall be equal before the law. Illegal
interference of the state in the affairs of public
associations and of public associations in the
affairs of the state, imposing the functions of
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state institutions on public associations were
permitted.

The parties were given the right to nominate
their candidates for Presidency and Parliament
seats. It was stipulated that the parties had the
right to unite into electoral blocks and other as-
sociations and do business in accordance to the
law On Public Associations.

In accordance with the law On Political Par-
ties passed in 1996, a political party is a voluntary
association of the citizens of Kazakhstan aimed
to detect and express the political will through
representation in execution of state power. The
State shall guarantee the observance of the rights
and legal interests of the political parties. Article
16 provided the legal basis for financing of the
parties. It outlawed financial assistance from
abroad as well as that from religious organiza-
tions. According to the new legislature, a party
shall provide the list of 3,000 members in order
to be officially registered. A party might be liqui-
dated by the resolution of its superior executive
organ or upon court order.

The law On Political Parties of the Republic of
Kazakhstan prohibited formation and function-
ing of public associations pursuing the goals or
actions directed toward a violent change of the
constitutional system, violation of the integrity
of the Republic of Kazakhstan, undermining
the security of the state, inciting social, racial,
national, religious, class and tribal enmity, as
well as formation of unauthorized paramilitary
units. The law On Political Parties was aimed at
strengthening the multiparty system in the coun-
try in accordance with the general democratic
principles.

The fact that the norms on political parties
were included into the Constitution signified con-
stitutional recognition of them as an independent
political and legal institute of the state. Consti-
tutional provisions were concretized in other
sources of Constitutional Law, namely in the
abovementioned law On Political Parties regulat-
ing their functioning as a politico-constitutional
institute and the law On Public Associations.

There were a number of legislations to regu-
late certain aspects of political parties function-
ing. For example, the law On the Press and other
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Mass Media passed on June 28, 1991 stipulated
the right of the parties to use Mass Media and
provided the procedures for its realization. The
Presidential Decree on Elections in the Republic
of Kazakhstan dated September 20, 1995, be-
ing in force of Constitutional Law, defined the
procedure and terms for the parties to participate
in the elections. The rules of procedure of the
Parliament and its two Chambers outlined the
format of partisan participation in the organiza-
tion and functioning of the lawmaking body. The
Presidential Decree on Registration of Legal
Entities, being in force of law, contained the
norms of some procedural issues for partisan
registration process.

The Criminal and Administrative Codes of
the Kazakh SSR stipulated the legal liability
for infringement of the law On Political Parties.
The legal status of political parties as legal enti-
ties was regulated in a number of provisions of
other laws, namely in Civil Code of the Republic
of Kazakhstan adopted on December 27, 1994
where the political parties were legally defined
as non-profit organiza—tions. There were also
some provision in the Labor Code of the Kazakh
SSR dated July 21 1972, Law on Social Welfare
and Social Insurance and Decree on Taxation
and other Mandatory Budget Payments issued
on April 24, 1995.

Having analyzed the sources of legal regula-
tion of the political parties’ status, the Kazakh-
stan ex—perts had the ground to state that a new
institution emerged within the constitutional law
of Kazakhstan that was the legal institution of
political parties.

The principle of political pluralism was
realized when the provision of equal rights of
political par—ties was included into Clause 2
of Article 5 of the Constitution of Kazakhstan:
“Public associations shall be equal before the
law. Illegal interference of the state in the affairs
of public associations and of public associations
in the affairs of the state, im—posing the functions
of state institutions on public associations shall
not be permitted”.

Let us consider some of aspects of the political
partisan regime in Kazakhstan where the parties
were to function in the 1990s.
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There are three options to legalize a political
party in democratic states; by way of accom-
plished fact, by notification and by registration.
The latter is/was the procedure for all legal enti-
ties in Kazakhstan.

The registration procedure is aimed at the
following:

a) to confirm the fact of establishment of a
legal entity;

0) to enable the state to keep record of all legal
entities;

B) to maintain government control over the
legal entities activities;

r) to enhance transparency as the details on the
legal entities are available from the documenta-
tions of the register agencies.

Minimum membership necessary for establish-
ment of a political party may very from country
to country and is dependant on political tradition
and culture as well as other objective or subjective
factors. The minimum number may be even two
or three individuals (France, Switzerland), ten
(Hungary) fifty (Bulgaria).

The most important question is to what extend
the state may limit the public association freedom.
This kind of restriction is inevitable and necessary.
The issue was partially resolved by the provisions
of Article 5 of the Constitution of Kazakhstan:
formation and functioning of public associations
pursu—ing the goals or actions directed toward a
violent change of the constitutional system, viola-
tion of the integrity of the Republic, undermining
the security of the state, inciting social, racial,
national, religious, class and tribal enmity, as
well as formation of unauthorized paramilitary
units were prohibited. Activities of the political
parties and trade unions of other states, religious
parties as well as financing political parties and
trade unions by foreign legal entities and citizens,
foreign states and international organizations were
prohibited in the Republic. Additionally, Article
23 (2) stipulates that the military, employees of
national security, law-enforcement bodies and
judges had to abstain from membership in po-
litical parties, trade unions, and from any actions
in support of any political party. These kinds of
provision are commonly accepted particularly in
newly established developing states.
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The laws On Political Parties and on Public
Associations contained the restrictions of otherc
haracter. Generally there are internal and external
conditions for legalization. Internal restriction
of the association right rooted in the collective
nature of its realization when a party is estab-
lished. Therefore the provision in the law On
Political Parties passed in 1996 stipulating that
there had to be at least ten individuals to initiate
the establishment of a political party seemed to
be quite obvious.

The provisions on minimum membership and
national status for a political party may seem less
relevant. Article 10 (4) of the law On Political
Parties stipulated the minimum membership of
3000 people representing more then half of the
Kazakhstan oblasts. In accordance to Article 7
(2) of the law On Public Associations the status
of'a ‘Republican’ might be granted only to those
associations having its divisions in more then
half of the Kazakhstan oblasts. The legislature
was designed so that the po—litical parties would
acquire nation-wide character in terms of their
structure and membership.

Some of the experts argued that Article 5 (5)
of the law On Public associations and Article 5
(6) of the law On Political Parties prohibiting
activities of unregistered associations (political
parties) were the major restriction of public as-
sociation rights.

The experts stated that these norms were
not in compliance with the constitutional norm
of freedom of associations as the registration
procedure had acquired permissive character.
Thus, the registration procedure became a
criterion of legality not illegality of an asso-
ciation. Article 5 (4) of the Constitution said
that: “Activities of political parties and trade
unions of other states, religious parties as well
as financing political parties and trade unions
by foreign legal entities and citizens, foreign
states and international organizations shall not
be permitted in the Republic”. This norm was
included to secure the election process from
the interference from abroad in order to avoid
distortion and breach of the will of the people
of Kazakhstan who were declared to be the only
source of state power.
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The comprehensive analysis of institutional
basis of the party building in Kazakhstan shows
that it was quite behind the demands during the
process of optimization of the political system.
During that period the parties being recognized
as key actors within the political system faced
rather vague material and legal criteria for their
legal status and functioning as an institute of the
political system.

That was the case until 1996 when the law On
Political Parties was passed. It opened a new page
in the post Soviet history of political pluralism in
Kazakhstan. The adoption of the law obviously
forwarded the process of legal institutionaliza-
tion of the political parties. However, a number
of its provisions remained declarative because
the parties had not yet become the active actors
of the political process.

These are the reason why the political parties
in Kazakhstan were weak:

- lack of mechanism to influence their repre-
sentatives elected to the representative bodies
of power;

- majority of the parties those days did not
have a comprehensive social base and were weak
in terms of their organization and funding;

- although the laws On Political Parties and
on Public Associations were passed in 1996, the
legal base was quite limited in comparison with
developed democracies.

In the mid 1990s there were not any provision
in the national legislation to allow the elections
from the party list and therefore, the parties could
not from the majority government. Majority
voted system of those days did not encourage
the appearance of strong parties and excluded the
parties from being directly involved in the elec-
tions process. Therefore, the process of formation
of strong parties was delayed and the relations
between the state and nascent civil society were
not developing fast enough.

The transformation character of the party
political system was changed in 1999 when the
proportional system was introduced and 10 of
77 seats in the lower Chamber of the Parliament
were reserved for the political parties so that they
could directly compete for the deputy mandates.
The subsequent elections into the Majilis (the
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lower Chamber of the Parliament) were the first
time when the political parties of Kazakhstan
competed with each other for the parliamentary
seats. A new stage of partisan and associations’
development began in 1998 when the partisan
political activities intensified dramatically due
to a number of factors.

The first was the Address of the President of
Kazakhstan N. Nazarbayev ‘On the Situation in
the Country and Major Directions of Domestic
and Foreign Policy: Democratization, Economic
and Political Reform for the New Century’ made
on September 30, 1998. President N. Nazarbayev
said that the political parties were one of the
major elements of our political democratization,
strengthening of the role of parties in our political
system was “the basic building block of democ-
racy, and we should do everything possible, by
statute and by statement, to help them grow and
develop”.

The next important move was the constitu-
tional amendment stipulating the proportional
representation of the political parties in the Par-
liament, made on October 7, 1998. There were
ten additional seats for the MPs elected from the
party lists. This considerably increased the role
of the political parties in the election system in
particular and in the political system as a whole.
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That was the first case in Kazakhstan and other
Central Asian states when the elections were
conducted with the appliance of the both majority
system for single mandate constituencies and the
proportional system to fill in the additional ten
parliamentary seats. This combined electoral sys-
tem enabled to have fuller representation of the
interests of the parties and public associations.

Thus, the legally regulated opportunity for
the political parties to participate in the parlia-
mentary elections brought a certain character of
liberalism to the national electoral legislation.
This, in its turn, en—couraged the development
of the multiparty system and further democra-
tization of the political process in Kazakhstan.
However, the parties then did not participate in
decision making as genuine actors at the political
space. The parties failed to fulfill their major task
of structuring of the elections results, facilitat-
ing political mobilization and integration of the
people, consolidating the various social and po-
litical interests, restructuring the political elites,
and articulating the major directions of political
development. There were the actors alongside
with the parties, who proved to be much more ef-
fective, namely the President and the Presidential
Administration, state apparatus on various levels
and the pressure groups.
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MODERNIZATION
DOCTRINE AND CIVIL
SOCIETY DEVELOPMENT IN
KAZAKHSTAN

AIGERIM IBRAYEVA

espite of the evident achievements

in socio-political and economic re-

forms in Kazakhstan, the third sector

remains underdeveloped and inef-

ficient, although, since the collapse
of the communism, the concept of civil society
was heavily promoted by international donor
organizations, politicians, scholars and mass
media. From their point of view civil society,
first of all NGQO’s, has become a primary agent
to initiate and disseminate ideological changes.
However, after two decades of transition, it be-
comes obvious that building and strengthening
of the NGO’s capacity and effectiveness cannot
be done by simply applying the western model
of development. The effectiveness cannot be
reached by external actions, but should come
evolutionary alone with internalization of new
fundamental values.

Contemporary Kazakhstan experience with
building civil society suggests that there is no
a universal model of development that is fruit-
ful for any given country. Each country has its
unique history, culture, mentality, social insti-
tutions, and traditions. Although this culture-
based approach contradicts to the traditional
development doctrine and universal evolutionary
process, this paper will the discuss cultural con-
sequences of building the western type of civil
society in Kazakhstan.

The research of relationships between the
traditions and culture of the indigenous people,
the practices of paternalistic Soviet state, and
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the emerging independent sector in Kazakhstan
revealed a low level of local acceptance and re-
cognition of the newly created nongovernmental
organizations.

Most of the donors inadvertently bring for-
ward the ideological bias by defining priority
assistance based on their western understanding
ofthe prob—lems, which in fact do not exist in the
country, but they are sincerely trying to develop
the western civil society in the region.

The donors and field workers share a general
belief that the development in a western fashion
will result in economic progress and prosperity.
Civil society is seen as a major agent to dis-
seminate the “ideas of progress and development
through active participation in non-formal and
non-institutionalized spaces.” [1].

The proponents of western model see the civil
society as an oppositional and antagonistic to the
state and argue that transition countries need the
third sector to protect individual freedom and limit
the state power [1]. That is why most of the NGOs
in Kazakhstan became the implementers of the
donors’ projects with the social change agenda,
while leaving the actual needs of local population
unattended [2].

However, cultural (or ideological) change is the
most painful and the most difficult to implement.
It’s often associated with revolutionary changes
and faces heavy resistance from the population.
Local people prefer cultural and political stability
and take them as important as freedom of speech
or any other freedom associated with democracy.
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Moreover, it became evident that efficient
civil society may exist only in the framework of
a strong and stable state where the civil society
should be an integral working part of the whole
system. The advocacy is proper strategy only
when it comes to the violation of political rights
of the citizens; in the other cases cooperation
with the states makes it work much more ef-
ficient [2].

But from the donors’ perspective, the ad-
vanced societies must educate the less devel-
oped countries how to move further in terms of
development. There is nothing new about this
approach. The long standing colonization model
was substituted later with the modernization and
development concept. It first emerged in the
United States at the beginning of the twentieth
century and was formulated by President W.
Mckiley: “not to exploit... but to develop, to
civilize, to educate” [3].

The politicians and scholars of that time were
confident that a planned process of transforma-
tion of the less developed societies would bring
peace and stability to the entire world com-
munity. In sociology this policy is well studied
and defined as assimilation. Any majority group
seeks for homogeneity and for this reason choos-
es to assimilate minority groups by enforcing the
cultural norms and values of a dominant major-
ity. In most of the cases, the minority groups
are forced to or seduced by potential benefit to
except the dominant culture [4]. For example,
the elimination of illiteracy initiated by the Rus-
sians after the revolution of 1917 the resulted in
large scale assimilation of the ethnic minorities
in Kazakhstan.

The United States after gaining world domi-
nance after the Second World War and having
great experience in disseminating the Protestant
values through the missioners and volunteers
started to implement the world assimilation
program through a number of channels including
international NonProfit organizations.

The justification for such modernization
process was that all people despite of the origin
have a lot in common and their development
problems should be alike. Another reason was
a general belief that all societies go through the
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same stages of development regardless of their
culture, religion, ethnic, or racial background.
This point of view is rooted in early positiv-
ism and was described by August Comte in his
Evolutionary theory or the law of three stages.
According to Comte, there were three evolution-
ary stages - theological, metaphysical, and posi-
tive- through which any society goes throughout
its history. Not only did society go through this
process, but groups, organizations, social institu-
tions, individuals, and even minds went through
the same three stages [5].

The scholars and politicians of that time
viewed this process as universal and unavoid-
able and were aiming to accelerate the transition
in a number of ways starting with the cultural
contacts with the underdeveloped societies and
finishing with mili—tary intervention. They ar-
gued that development is an above of politics but
may produce some development benefits for the
educators. At this period, American government
started to involve the social scientists in modern-
ization modeling trying to find a way of bloodless
revolutions to push the underde-veloped coun-
tries toward further modernization [3].

Later the modernization doctrine was enriched
by Rostow with his stages of growth model. Fol-
lowing the logic of Comte, Rostow identified five
stages of development through which all coun-
tries would pass sooner or later: traditional soci-
ety, preconditions to take off, take off, maturity,
and high mass communication. Some economists
later classified the development process as hav-
ing three stages as following: traditional stagnant
society, the preparatory stage for take off, and
take off into self sustain growth [6].

The major difference from the previous view
of development was a switch from the industrial
sector development to social capital investments.
By social capital, Rostow meant education, ad-
ministration, and law. From Rostow’s point of
view the most important and at the same time
the most dangerous stage in modernization was
the ‘take off” as it could bring society to dysfunc-
tional commu—nist type of modernity. Accord-
ing to Rostow, communism was a side effect of
modernization process and in order to prevent
possible dysfunctional way of development the
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United States should target the countries that
reached the third stage and give them the “right
direction” [3].

The problem with Rostowian approach is that
it underestimates the importance of culture as any
development requires combination of mental and
social changes to assure the lasting increase in
productivity and efficiency. The development is
an organic process and requires thoughtful and
carful approach [7].

The new approach to modernization emerged
alone with a Cold War. In 1960s, Kennedy an-
nounced the ‘Development Decade’ aiming to
balance the growing influence of the Soviet
Union in the developing world. At this period
we may observe the formation of one of the first
international NCOs such as USAID, Peace Corp
and others. Their mission was to disseminate the
develop—ment ideas and serve as a catalyst in
development process abroad [8].

Development assistance as an academic
disci—pline was formed based on vision of the
Western political leaders. The widespread belief
in the mission of world educators gave a rise to
grow—ing enthusiasm among the scholars and
ordinary people of the United States [8]. The
program of international assistance became a law
in 1961 with a major goal to promote economic
and social development in the underdeveloped
countries. The program was viewed as an instru-
ment to achieve the world stability and became
a part of American foreign policy.

“By assisting the recipients to develop into
nations of self-determined and self-supporting
people, the U.S. could enjoy the kind of world
neighborhood that would afford the greatest se-
curity and wealth for all its members™ [§].

The optimism did not last for a long. George
Woods in 1966 stated “The price of admission to
industrialized society is much higher than it was
century ago. Technology is costlier, capital re-
quirements are greater, established producers are
harder to overtake in world commercial competi-
tion” [9]. Forty five years passed since that time
but most of the countries that were recipients of
international aid remained underdeveloped.

The decline of the doctrine theory and the
Cultural Revolution in the United States forced
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for creation of new forms of development as-
sistance. It has resulted in a growing number of
civil movements and debates if societies should
be classified in terms of superiority. What is
important for our discussion is the influence of
the Cultural Revolution on civil society mission,
structure, and strategies. The civil society in the
United States has been developing evolutionary
and was rooted and built around the religious
institutions. The initial idea of civil society was
to help the needy groups: homeless, poor, and
other disadvantaged groups.

The ideological component was added to civil
society during Cultural Revolution a as a result
of growing number of social movements aiming
to promote the rights of African Americans and
American females. That was a turning point when
the charity was reclassified to civil society and
became an ideological issue. Since that time the
major focus of the civil society agents has been
the human rights not in a sense of real needs but
the civic ones. After the collapse of the Soviet
Union, civil society became a primary agent of
develop—ment and modernization and was seen
as indicator of democracy, tool and channel to
disseminate cultural and ideological values of
the West.

Kazakhstan was not lacking in modernity as
measured by industrialization, emancipation, ur-
banization, and literacy and framing international
assis—tance in terms of promoting democratic
institutions in a form of civil society served as
the justification for donors’ involvement to the
process [10].

The ideological component makes the model
dysfunctional. International donors’ organiza-
tions believed that Kazakhstani people and
particularly women faced the same problem as
Americans in 60s and as a result brought their
own agenda to the country.

The ideological component does not allow
going for a different scenario. The developed
countries dictate the policy criteria for economic
development making a focus on liberty, democ-
racy, and market economy as only possible ways
of development. As a result, the donor’ organi-
zations create dependency of local NGOs on
international financial assistance and by doing
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this limit the natural development of Kazakhstan
civil society and NGOs that are unable to create
their own agenda and understanding of how to
achieve the social change and make their own
solution of the problems to be listened [1].

According to Ghodsee, “Just like the com-
munists who tried to abolish private property by
administrative decree, the international donors
tried to create a new “gendered” subjectivity vir-
tually overnight by importing the “best practices
from the West” [11]. The theory of development
assistance is limited by ideological reduction-
ism and sees and explains the complex social
phenomena in terms of a single, self centered
concept.

It is evident that the social sciences are not
able for rapid adjustment to changing environ-
ment due to their conservative nature and ideo-
logical disagreements. The development school
views the Western modern as rational, effective
and natural, whereas ‘socialist’ or post-soviet
models as a side effect of dysfunctional and
artificial type of development. The school also
underestimates the importance of national culture
and its influence on every organization, social
structure, institution, and society.

“Culture is always a collective phenomenon..
It is collective programming of the mind which
distinguishes the members of one group from
another. Culture is learnt, not inherited” [12]. As
culture is learnt it is changing over time under
the influence of a number of factors.

Cultural diffusion is one of those factors
that initiate cultural change but this is a long
term process especially if we deal with core
societal values. The expectation that the entire
world community will accept and internalize
the western values, norms, and practices in a
short period of time just because they are more
‘moral’, ‘rational’, and ‘effective’ are naive and
sometimes dangerous.

According to Howell and Pearce, “Civil soci-
ety does not lend itself to external manufacturing.
It cannot be created via blue-prints from offices
in Washington D.C. or London. Civil societies
in any context have a history and must develop
in tune with their particular historical, cultural
and political rhythms” [13].

QUARTERLY ANALYTICAL REVIEW | 4 (56)/2014

The cultural characteristics of Kazakhstan
are different from the West, and this difference
results in the development of quasi civil society
that is unable to function effectively. Poor ef-
fectiveness is caused not only by low trust and
recognition of the sector but also by cultural
background of Kazakhstan civil society. Donors’
solutions of the problems are imported from
abroad and cause “political economy of beg-
ging” [14].

A number of NGOs remain under internation-
al donors by playing up with the problems that
do not exist. Other NGO’ leaders perceive their
activity as a career ladder in a public or private
sector and finally the majority of NGOs act for
a short period of time and disappear once they
lose financial assistance. While the majority of
population suffers from economic problems, the
NGOs continue to focus on gender or ideology
specific issues [11].

The market mechanism of demand and supply
explains the phenomenon: International NGOs
offer money and there is always somebody to
take it. High unemployment rate among the edu-
cated part of population led them to recognize the
potential NGOs as new employment opportunity.

As aresult, the people in Kazakhstan demon-
strate low trust and recognition of the NGOs and
keep general belief that sate is responsible for
taking care of all people and take government’s
social support for granted [15].

To summarize, the people of Kazakhstan
experience problems caused by the transition
but most of these problems are due to eco-
nomic conditions in the country not political,
ethnic, or gender inequality. The civil society
at the current stage of its development is not
efficient enough due to mismatch of the do-
nors and recipients cultural backgrounds and
expectations. The donors are aiming to assist
in institutional capacity building by offering
grants and training programs for the NGOs
leaders but the problem is when the majority
of the population live in poverty and strives
for survival, personal basic needs come as the
first priority. People are not able to think about
others’ needs unless and until their own needs
are satisfied.
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About the Kazakhstan Institute
for Strategic Studies under
the President of the Republic of Kazakhstan

The Kazakhstan Institute for Strategic Studies under the President of the Re-
public of Kazakhstan (KazlSS) was established on June16, 1993, by the Decree
of the President of the Republic of Kazakhstan.

Since its foundation the mission of the KazISS as the national research institu-
tion is to provide analytical support to the President of the Republic of Kazakhstan.

The KazISS enjoys a reputation of the leading think tank of Kazakhstan as it
employs a highly professional pool of experts; at present it includes nine doctors
and eight candidates of sciences, who specialize in political science, history,
economics and sociology.

The KazlISS has published more than 250 books on international relations,
global and regional security, economics and politics. The Institute is publishing
three journals: Kogam zhane Dauirin Kazakh, Kazakhstan-Spectrum, and Central
Asia’s Affairs in English. The KazISS has a trilingual website.

The KazlISS holds a great number of international conferences, seminars
and round tables, including the Annual Conferences (regularly held since 2003)
on the issues of security and cooperation in Central Asia with participation of
the experts from Kazakhstan, Central Asia as well as Russia, China, Germany,
France, India, Iran, Turkey, Japan, the U.S. and other countries.

The KazlISS is the basis for both professional practice work of students from
the leading Kazakhstan universities and fellowship of experts representing foreign
research institutions.

Contact us for further information:

4, Beybitshilik st.
Astana, 010000,
Republic of Kazakhstan

Tel: +7 (7172) 75 20 20
Fax.: +7 (7172) 7520 2
E-mail: office@kisi.kz
http://www.kisi.kz
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Ka3zaxcTaHcknii HHCTHUTYT
/ crparerndeckux ucciaenopanuii (KUCH)
‘ npu [pesunente Pecnydanku Kazaxcran

KUGU

KNCW cospaH Ykasom NpesngeHTta Pecny6nvkm KazaxctaH 16 utoHs 1993 r.

OCHOBHBbIE HANPABJEHUA NCCNEQOBAHUA KUCK
1. Cmpameauyeckue acrieKmbl 6 HewHel nosumuKu:

¢ MOHWUTOPVHI BHYTPUMONUTUYECKOTO U COLMarbHO-3KOHOMMUYECKOTO
pasBMTUSA CONpeaenbHbIX CTPaH;
¢ aHanua3 ABYCTOPOHHUX OTHoLLeHM KasaxcTaHa ¢ Poccuen, Knuta-
M, CLUA, Typumen, ctpaHammn EC n CHT;
¢ yccnegoBaHMe Npobrem MHTerpaumMmM Ha NOCTCOBETCKOM MpO-
CTPaHCTBE;
¢ 13yyeHne BoNpocoB 60pbbbl C TEPPOPUIMOM U SKCTPEMUIMOM.

2. O6bwecmeeHHO-NoOIUMUYECKUE U coyuarnbHble NMpouecchbl 8 coepe-
MeHHoMm KazaxcmaHe:

¢ MOHUTOPWHI 0bLLecTBEHHO-NONUTUYEeCKoN cuTyaumm B Pecny-
onuke KasaxcraH;

¢ aHanua3 aTHoaemorpadUyecKkon cUTyauum U MUrPaLMOHHBIX MPo-
ueccoB B KasaxcTaHe;

¢ YiccnefoBaHve NpoLeccoB AeMOKpaTU3aLUmMm U CTaHOBEHUs No-
NIUTUYECKNX UHCTUTYTOB B CTPaHe.

3. SkoHoMu4Yeckass 6e3onacHoCcmMb:

¢ uccrnegoBaHne nNpobnem sKkoHoMUYyeckon 6e3onacHoOCTy;

¢ N3y4YeHne TEHAEHLNIA Pa3BUTUS MUPOBOI 3KOHOMUKU 1 aHanms nx
BIIMAHNA HA SKOHOMUKY Ka3aXCTaHa;

* yccrnefoBaHue Npobnem yyactusi KasaxcraHa B MeXayHapoaHOM
9KOHOMMYECKOM COTPYAHUNYECTBE,

¢ counanbHO-3KOHOMUYECKNI MOHUTOPUHI Pecnybnukn Kasax-
CTaH.

®OPMbI AEATEJNIbBHOCTU KUCH

NHCTUTYT nNpoBoauT pyHOaMeHTarnbHble UccrneaoBaHus no crpa-
TErM4yeckMm npobrnemamM BHELLUHEN U BHYTPEeHHeWh MONUTUKK, couunanb-
HO-3KOHOMUYECKOro pa3BuTua KasaxcTaHa, roToBMT mMaTepuansl
NMPOrHO3HO-aHaNMTUYECKOro Xxapakrtepa Af1s PYKOBOACTBA CTpaHbl.

WHCTUTYT BbINyCKaeT TpM NEPUOAMNYECKMX U3AAHUSA: EXXeKBapTarbHbIN
Hay4HbIV XXypHan «KasaxctaH-CnekTpy, exxekBapTarbHbl aHanMTU4YeCKuin
XypHan «Central Asia’s Affairs» (Ha aHIMUMINCKOM A3bIKE) U eXXeKBapTalib-
HbIN HayYHO-aHaNUTMYeCknin XxypHan «Koram xxaHe [dayip» (Ha kKazaxckom
A3bIKe), B KOTOPbIX OCBELLATCA Npobrnembl BHELWHEN U BHYTPEHHEN
NONMUTUKN, MeXOYHapOLHbIX OTHOLEHWI, HaunoHanbHom 6e3onacHo-
CTK, COLMarnbHOM 1 9KOHOMUYECKOW nonmtuku Pecnybnvku KasaxcraH,
a Takke pasmelyaeT matepuarbl Ha COGCTBEHHOM caunTe.

NHCTUTYT NpoBOOWUT CeMUHapbl, KOHEPEHUUN, «KPYINble CTOMbI»,
MeXayHapoaHble (POPyMbl MO OCHOBHLIM HaMNpaBneHUsIM CBOWX McCre-
[OBaHWA.

KMCWU cotpygHunyaeT ¢ 3apyOeXHbIMM HayYHbIMU U aHANUTUYECKUMM
CTPYKTYpamu, OCYyLLECTBIAET MeXayHapoAHble nccreaoBaTenbckme npo-
€KTbl M0 pasnMyHbIM Npobrnemam pa3sBuTusa KasaxctaHa u LieHTpanbHoOM
Asnn.
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