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Central Asia:
19 Years After

Boris RUMER

Associated Professor of the DavisCenter at Harvard University

his article! is focused on political, social, and

economic development in Central Asia since

the breakup of the Soviet Union in 1991. The

countries of this region face a growing chal-

lenge to the status quo, above all from a wave

of Islamic radicalism that demands a share of
political power or even the exclusive right to rule. The
fundamental question is whether the former Soviet Cen-
tral Asian republics will preserve their secular character
or give way to Islamic regimes.

The danger of destabilization in this region derives,
first and foremost, from an internal situation that has be-
come ever more explosive. The intraregional dynamics of
destabilization (which previous volumes in the series have
treated at length) are becoming ever more salient and pow-
erful. The states have become increasingly disunified, as
each acts to defend its own interests and ensure its sur-
vival. And with each passing year, the fundamental social
and economic problems — a dearth of investment capital
(the “capital famine”), the surfeit of unskilled labor re-
sources, the shortage of water resources — are becoming
increasingly critical. Tensions between the countries of
Central Asia are steadily rising, partly because of the con-
flict over water and energy and partly because of long-
standing territorial claims and border disputes.

Internally, the countries of Central Asia have con-
structed and consolidated authoritarian regimes based
upon clannish, mafia-like authority structures (with the
inherent patron-client relations). The ruling bureaucracy
is fused with legal and illegal business. This fusion of
political and business elites is based on three compo-
nents: clan-based ties, the mutual dependency of patron
and client, and the possession of kompromat (compro-
mising materials) against each other, all of which serve to
prevent feuding and internecine strife among clans. It is
in the interest of the ruling class to support an authoritar-
ian leader who provides, in effect, the requisite patronage
and “protection”.

Censorship has become increasingly pronounced and
ever more information is considered classified. Even in
the Brezhnev era, the Soviet regime did not exercise the
level of control over public opinion and information that
now prevails in Turkmenistan and Uzbekistan. The grow-
ing proclivity in Central Asia toward secrecy has been
accompanied by an expansion of a shadow economy and
the seamier sides of social behavior. The illegal sphere
has come to embrace virtually every aspect of life and
activity: not only the economy (including the trade and

! This article is a combination of selected introductions of Dr. Boris
Rumer to his books: “Central Asia: a gathering Storm?” (2002), and
“Central Asia: at the End of Transit” (2005,  forthcomirig).
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service sectors), but also the bureaucracy, law enforce-
ment, culture, education, and medicine. In essence, so far
as the broad masses of the populace are concerned, this
is a survival economy. The development of an economy
that flouts the law and evades taxation is a savior for
many people, for it helps, at least in part, to absorb the
growing unemployment and thus ameliorate social stress
and hardships. In the noneconomic sphere, however, the
shadow activity causes palpable harm. In any case, cor-
ruption and bribery have become the norm of everyday
life and business activity. The phenomenon is systemic
and ubiquitous. The number of people who are willing to
pay bribes significantly exceeds the number who take
them. If something is forbidden, it can simply be pur-
chased.

Moreover, all the countries of Central Asia gradually
squandered all that they inherited from the former Soviet
Union — most significantly, intellectual capital and the in-
stitutions required for its reproduction. Indeed, the states
in this region have even failed to ensure the reproduction
of the most essential components required for economic
growth. The aging of the productive base (the depletion
of fixed capital and, especially, the obsolescence of in-
dustrial equipment) and the technological backwardness
are increasing at a rapid pace. The expenditures on main-
tenance, not to mention replacement and upgrading, are
woefully inadequate. The decline in the quality of human
capital is particularly striking. Ethnic conflict, a deteriora-
tion in the status of the nonindigenous population, and
the violation of the latter’s rights have triggered a mas-
sive emigration — that is, an exodus of irreplaceable special-
ists from industry and the service branches of public
health and education.

The educational level of the youth has undergone a
particularly sharp decline. For the broad strata of the im-
poverished, especially in rural areas, it has become in-
creasingly difficult (and often impossible) for people to
give their children a modern education. Instead, a grow-
ing number of young people now receive religious school-
ing, which has become much more accessible because of
the material support from foreign Muslim foundations and
organizations. The stratum of semiliterate, religiously in-
doctrinated youth is growing. As a result, this process is
creating a fertile environment for the propagation of radi-
cal Islamism and an increase in the opportunities to re-
cruit “warriors for Islam”.

At the same time, in recent years the Central Asian
countries have all demonstrated patterns of economic
growth. As a result, their gross domestic products (GDP)
have risen substantially above what they were in the mid-
1990s. Thus, in 2000 annual GDP growth was nearly 10
percent in Kazakhstan, 18 percent in Turkmenistan, more
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than 8 percent in Tajikistan, 5 percent in Kyrgyzstan, and
4 percent in Uzbekistan. After years of sharp contraction,
both the industrial and agricultural sectors have begun to
grow again. Apart from the dubious accuracy of official
statistics (particularly for Turkmenistan and Uzbekistan,
where the question of reliability is especially serious), the
dynamics in main macroeconomic indicators are tangible
and positive. However, one must not overlook the magni-
tude of contraction in the early and mid-1990s: all these
countries began from an exceedingly low starting point.
Indeed, not a single country here has as yet recovered the
level of production reported for 1990. Moreover, in as-
sessing the likelihood that this growth will be sustained,
one must also bear in mind that the decisive factor was a
favorable dynamic in the prices of oil, metals, and other
raw material exports, and that these prices are highly vol-
atile and unreliable.

During the past two years, the conditions that deter-
mine development in the economies of these countries
have become increasingly distinct. The jump in the world
prices of oil and natural gas has powered the surge of
economic growth in Kazakhstan and Turkmenistan. Ex-
pectations of an enormous growth spurt in the produc-
tion of oil at the Kashagan oil fields in Kazakhstan are
extremely high (although perhaps premature, since these
reserves have not been confirmed). Uzbekistan, which
does not possess such significant opportunities to ex-
port mineral resources, finds itself in a less favorable
position. Indeed, the government there has essentially
renounced a liberalization of the exchange rate and in-
tensified state planning, with the familiar characteristics
of a command economy becoming ever more salient. Its
economic policies are characterized by half-measures that
aim only to simulate government action, not to carry out
cardinal changes. Uzbekistan’s principal foreign econom-
ic partner, the South Korean firm Daewoo, has gone bank-
rupt, thereby rendering hopes for the development of an
Uzbek automotive industry highly dubious. Kyrgyzstan,
by contrast, has liberalized virtually everything and
joined a plethora of world economic organizations
(including the World Trade Organization), but none of
that has been able to stop the steady degradation of its
economy. Tajikistan has shown rather high rates of
growth, but they merely reflect its extremely low starting
point: indeed, the situation is worse there than in Kyr-
gyzstan.

It bears noting that the activity of Islamic militants has
compelled all the countries of this region to increase their
military expenditures, which create a heavy burden on
state budgets that are already stretched to the limit.

In the decade that has elapsed since the breakup of
the Soviet Union, it is perfectly clear that the countries in
Central Asia have failed to create real mechanisms to en-
sure sustained economic growth. As a result, all these
regimes have entered a phase in which they must appeal
for foreign credits, fend off the claims of neighbors with
respect to territories and water resources, and preserve
the regime’s legitimacy in the eyes of an increasingly im-
poverished populace.

Insofar as the remaining chapters of this volume pro-
vide a fundamental analysis of all five Central Asian states
and their prospects in the foreseeable future, the goal of
this chapter is to provide an overview of the most impor-
tant economic and social questions in the two regional
“superpowers” — Kazakhstan and Uzbekistan. In my view,
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several American observers have given a rather distort-
ed picture of the economic gains in the countries of Cen-
tral Asia.

Kazakhstan

Until recently, one could say that the political situa-
tion in Kazakhstan appears to be stable. The threat of
militant Islam has been less visible in Kazakhstan than in
neighboring countries, and it is virtually nonexistent in
the most industrially developed parts of the country (that
is, the northern and eastern areas that border on Siberia).
However, since the end of 2001, the political climate in
Kazakhstan has been changing and has begun to show
signs of an impending storm. The oppositionist forces,
which until recently had been divided and which had noth-
ing in common with Islam, have now joined forces in op-
position to the authoritarian, thoroughly corrupt regime
of President Nursultan Nazarbaev. The mood of protest in
the population has been heightened by Western press
reports of enormous sums that the Nazarbaev clan and
his cronies have plundered and have stashed away in
foreign bank accounts; and the discontent is further in-
tensified by the repression of the independent mass me-
dia. All this has energized the oppositionist groups and
created an explosive situation. The confrontation with the
regime has led to coordinated actions by communists,
oligarchs-entrepreneurs, the “Young Turks” from the in-
telligentsia, and the bureaucratic elite.

However, the regime has by no means exhausted its
resources. It can still count on several factors: fear of
destabilization, popular skepticism toward the promises
of politicians in general (the result of a decade of post-
Soviet experience), and political inertia of the masses. In
addition, up until now, a significant part of the population
has come to the conviction that the rule of President Naz-
arbaev, whatever its negative aspects, nevertheless en-
sures internal stability. Indeed, many common citizens
believe that a change in leadership would lead to no good
and that the clash of potential successors could destabi-
lize the situation in the country.

Given these contradictory forces, it is important to
reassess the assumption (dominant both inside and out-
side Kazakhstan) about the political stability of the exist-
ing regime. Stability is, after all, a critical issue: if uncer-
tainty about political stability in the country should in-
crease, that would undoubtedly have an adverse impact
on the flow of foreign investment into its economy.

Uzbekistan

The political situation in Uzbekistan presents a pecu-
liar admixture: attempts at partial economic reforms to-
gether with simultaneous steps to strengthen the military
and police (repression) organs. The threat of Islamic ex-
tremists forced President Islam Karimov to make the army
more combat-ready and to reform the armed forces. It seems
that Karimov, like the other Central Asian leaders, faces a
dilemma. On the one hand, the regime must bolster its
armed forces, a task made all the more urgent because of
the threats of Islamic militants and the deterioration in its
relations with neighboring states. On the other hand, the
leaders of Central Asia must fear that the army will turn
into a force that plays an independent, perhaps decisive,
role (as happened in Pakistan and Turkey). Will President
Karimow. risk allowing the formation of a powerful bloc
that includes the National Security Committee, the Minis-
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try of Interior, and the Procuracy? Apparently Karimov is
attempting to forestall such a development. That is per-
haps why he appointed two intellectuals — Mirakbar Rakh-
monkulov (a law professor) as secretary of the Security
Council and Kodir Gulomov (a physicist and professor)
as the minister of defense. Nevertheless, the likelihood
that the military will become a “third power” has recently
increased. That development stems from the peculiar di-
vision of powers — not the traditional paradigm (execu-
tive, legislative, and judicial), but a characteristic post-
Soviet structure (presidential, law-enforcement, and mili-
tary). As before, the government does not contemplate
the inclusion of moderate Islamic activists in positions of
authority: Karimov simply refuses to countenance the idea
of “power-sharing”.

Still, one cannot exclude the possibility that he will
include a few loyal Islamic clerics — that is, those who are
willing to collaborate with the regime, while preserving
the full plenitude of his own power. From the perspective
of maintaining stability and preventing the “Tajikization”
of his country, Karimov may be justified in his uncompro-
mising position at the present time. The experience of
Tajikistan, where Russian mediation helped fashion an
artificial consortium (consisting of the regime of Emomali
Rakhmonov, entirely dependent on Moscow, and the Is-
lamist opposition), shows that such a symbiosis is nei-
ther stable nor functional.

Particular attention must also be given to the droughts
that have repeatedly stricken Uzbekistan. Although the
main factor in the disaster was climatic (i.e., drought), the
water supply problem of the region has steadily wors-
ened in recent years. The lack of water, to be sure, is an
objective phenomenon. Nevertheless, given skillful, pro-
fessional management of the sixty water reservoirs con-
structed in Uzbekistan during the Soviet era, it is entirely
possible to provide a sufficient supply of water for the
crops and even to increase the yields. That is evident
from the severe droughts in the Soviet era, especially in
1974 to 1975 and in the early 1980s. An analysis by ex-
perts from the United Nations confirmed that, apart from
the climatic factor, the severity of the drought was due to
poor “water management practices at both the national
and regional levels”, along with inefficient irrigation tech-
niques and technology as well as agricultural and crop
production policies.

The sharp decline of agricultural output in 2000 was
due not only to drought but also to the lack of incentives
for peasants to conserve water and to save the harvest. In
addition, however, there was also a marked deprofession-
alization of the personnel who regulate the water resourc-
es. One should think that if the authorities were seriously
concerned about the exodus of such essential specialists,
they could create conditions that would entice them to
remain in Uzbekistan. But here, once again, is an example
of how the government has mindlessly squandered its
supply of precious human capital.

Along with a decline in water resources, Uzbekistan
has also experienced a degradation of its soil. For an agrar-
ian country like Uzbekistan, that process is of course
fraught with grave consequences. The attempt to achieve
self-sufficiency in cereal production (thereby avoiding the
traditional reliance on imports from Kazakhstan) resulted
in a gradual exhaustion of the soil. Given the policy to-
ward the agrarian sector as a donor, of financial resources
for the state budget, expenditures for such purposes are
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exceedingly small. The peasants themselves cannot fi-
nance capital-intensive projects: the majority of agricul-
tural enterprises are already operating at loss as a result
of government orders for cotton and cereal at low state
prices. How, under such conditions, can one contemplate
the possibility, of attracting foreign investment for melio-
ration? Uzbek television has broadcast reports of how the
state procuracy exercises control over field work, and in a
number of cases the peasants bear criminal accountability
for either cultivating the soil or harvesting the crops at a
low level of quality.

Previous volumes in this series have examined in de-
tail the gradualist model of economic reform in Uzbekistan
and its practical results. Indeed, the economic problems
that beset Kazakhstan also apply to Uzbekistan: the de-
cline in the standard of living (especially in rural areas), a
low level of consumer demand, pervasive corruption, ubig-
uitous bribery, and dissipation of the intellectual capital
inherited from the Soviet era. Nor has the situation
substantially changed during the last two years in Uzbeki-
stan — in any event, such that it would improve the plight
of the population. Most important, the principal agent of
development in Uzbekistan (unlike Kazakhstan) contin-
ues to be the state. At present, the main tendencies in-
clude more state planning in key economic sectors, inten-
sification of import substitution, and the continual drain
of resources from agriculture. In 2000-2001, the govern-
ment undertook several attempts to liberalize the econo-
my, but failed to achieve appreciable progress.

Why Did Uzbekistan Take

a Different Path than Kazakhstan?

Given the historical, ethnic, social, and political char-
acteristics of each of the Central Asian countries, and
given the opportunities for political elites (nomenklatura)
to profit from the redistribution of state property (through
privatization), it would be naive to fantasize about the
sudden emergence of effective, competent, and uncor-
rupt governments. The bacchanalia of plundering nation-
al wealth reached its zenith in the mid-1990s; but the pro-
cess varied from country to country. Whereas it was most
spontaneous and intense in Kazakhstan, it was much more
orderly and restrained in Uzbekistan. The conception of
reform embraced in Kazakhstan, the massive privatization,
the government’s renunciation of control over the basic
sectors of the economy — all these factors generated cha-
os and much greater opportunity for people to plunder
the national wealth, and to do so with impunity. Unlike
Kazakhstan, Uzbekistan did not offer conditions where
avarice could run amok. Rather, Tashkent preserved many
features of a command-administrative economic system,
limited the privatization (with the state preserving owner-
ship or at least control over the main part of the econo-
my), erected a more rigidly structured system of authori-
ty, and had greater capacity to punish those guilty of
venality.

As to why Kazakhstan applied the recipe of shock
therapy, one must remember that it shares more than 7,000
kilometers of border with Russia (which is virtually free
from controls) and that the economies of the two coun-
tries are inextricably intertwined. By contrast, Uzbekistan
does not have a common border with Russia, and its eco-
nomy — based on a single product, as the cotton planta-
tion of the former Soviet Union — did not have such close
links to Russia. Hence Karimov could take a different path:
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that is, refuse to copy the Russian reform and heed the
directives of the IMF and World Bank, and instead juxta-
pose his own gradualist conception to their formula for
shock therapy.

No less important, however, is a subjective, personal
factor. Although the Kazakh and Uzbek leaders both came
from the same incubator (both headed the republic com-
munist parties at the point when their countries became
independent), they were quite different when it came
time to conduct economic reform. Specifically, they dif-
fered in their capacity to understand the enormous com-
plexity of the tasks, in their knowledge of the real situa-
tion in their countries, and in their ability to foresee the
social consequences of reform. In terms of education
and experience, the Kazakh president was far less pre-
pared to adopt independent decisions in the economic
sphere. As a result, he relied heavily on the recommen-
dations of foreign advisors. But not all of these were
professionally qualified to play this role; moreover, the
majority knew very little about Kazakhstan. Neverthe-
less, the influence of such advisors — together with the
customary proclivity to follow Moscow’s lead — deter-
mined the policies adopted in Almaty.

President Karimov is of a quite different caliber and
background. Having worked as a professional economist
trained in the Soviet school, he earlier served as the re-
public’s minister of finance, headed the republic-level
Gosplan (State Planning Agency), and for only a short
period during perestroika served as head of the Uzbek
communist party. Hence Karimov clearly stands apart from
the other Central Asian leaders — in terms of his under-
standing of the economy of Uzbekistan and its macroeco-
nomic interdependency (in a private conversation with
the author, he replied to a question about the balance of
payments by immediately citing current data, with no need
to make recourse to aides), and in terms of his capacity to
comprehend the realities of the day. This perhaps explains
why he did not dash off headlong in a campaign to demol-
ish the old system. He apparently understood what would
happen, given the specific conditions in his country, if he
were to follow the formula pushed by the IMF and the
World Bank. He understood the special characteristics of
his society, and how neoclassic ideas are transformed in
practice and how, under the conditions of Uzbek reality,
they would inevitably be distorted. In this respect, he had
no illusions. Foreseeing the consequences of shock ther-
apy (which, given the conditions prevailing in Uzbeki-
stan, would have been more severe than in Kazakhstan),
Karimov refused to undertake a fundamental liberaliza-
tion of the economy and essentially retained the com-
mand system.

As a result, Uzbekistan suffered the smallest contrac-
tion among the post-Soviet states. Karimov thus avoided
the chaos characteristic of transition in other countries,
thereby ensuring stability in the economic sphere and
less stress for society as well. But that stability has turned
into economic stagnation, which has in turn led to a de-
pressed economic situation.

Although Karimov’s economic policy had some pos-
itive results, by the mid-1990s it had become necessary
to make corrections and modifications. Karimov, howev-
er, proved unable to diverge from the previously chosen
trajectory. As an experienced economist of the Soviet
school, he understood the social consequences if price
deregulation, large-scale privatization, and a sharp reduc-
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tion of state control over the economy were carried out
in a drastic, single-stage action. In particular, Karimov
perceived the danger that such an experiment could pose
for a regime that had not yet consolidated power. His
assessment was indeed correct: one must take into ac-
count the fact that Uzbekistan lacks the export opportu-
nities of Kazakhstan, depends on grain imports, and fac-
es a difficult situation with respect to cotton prices on
international markets.

Nevertheless, Karimov was apparently so encouraged
by the relatively favorable results of his policy in the first
half of the 1990s (compared to the dire situation emerging
in the other former Soviet republics, including Russia)
that he failed to see the downsides and ignored growing
signs of the need to diverge from the initial path. And
here he revealed his own shortsightedness and failure to
recognize the three essential problems in his policy: “First,
agriculture is still used as a donor for other branches.
Second, the industrial policy still relies chiefly on import-
substitution, not export. Third, the excessive emphasis
on authoritarian power impedes the development of grass-
roots capitalism”.

Karimov is procrastinating on the need to make criti-
cal decisions, but he cannot fail to understand that the
longer he remains on the present course, the more diffi-
cult it will be to take another path. And the present course
is most assuredly leading to a dead end.

KAZAKHSTAN AND UZBEKISTAN:
RELATIONS WITH THE “BIG THREE”

However great the influence of states with an interest
in Central Asia, stability in the region — to the extent that
it depends upon external powers — concerns three main
actors: Russia, China, and the United States. It is impor-
tant to see how their relations have developed with re-
spect to the two key Central Asian states, Kazakhstan
and Uzbekistan.

Kazakhstan

Without doubt, the foreign policy of Kazakhstan is
exceedingly complex. Above all, this country finds itself
pulled by two opposing poles of gravity (Russia and Chi-
na), at the very time that it feels obliged to demonstrate
fealty to the United States. All this leaves the Kazakh
leadership in a very difficult position. The key point is
that, precisely because the government must constantly
try to strike a proper balance in this triangle (itself so
loaded with contradictions), it cannot achieve either con-
sistency or coherence in its foreign policy.

With all the means at its disposal, the Kazakh leader-
ship seeks at once to maintain good relations with its
powerful neighbors and to demonstrate a strong sensitiv-
ity to any encroachment on its territorial integrity. Al-
though both Russia and China display friendship at the
official level and avoid giving grounds for accusations of
aggrandizement, an abiding, covert distrust and suspi-
cion undergirds Astana’s relations with Moscow and
Beijing. The Kazakh political community is well aware that
Russian jingoists cannot abide the idea that Kazakhstan
is truly independent; nor can Astana ignore their claims
to the northern and eastern territories of Kazakhstan. Sim-
ilarly, a visceral mistrust of China is widespread and deep-
ly rooted, not only among policymakers but also among
the broad masses of the population.
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Kazakhstani-Chinese Relations:

Tensions Behind a Facade of Friendship

In the post-Soviet period, the top Chinese leaders
have frequently reprised the view that Kazakhstan is to
play a key role in their strategy for Central Asia and
hence ranks as their most important partner in the re-
gion. Yet it must be remembered that in the nineteenth
century a significant part of Central Asia belonged to
the Chinese Empire.

The public pronouncements of Chinese irredentists,
while unofficial and less explicit than the claims expressed
in Russian publications, have attracted predictable alarm
in Central Asian capitals, first and foremost in Astana. As
a result, many in Central Asia see the good relations with
China as temporary, a sentiment grounded in deep dis-
trust of Beijing’s true intentions.

To be sure, both Astana and Beijing attempt to con-
ceal their mutual disputes from public view. However, de-
spite the frequent declarations of friendship and good-
neighborly relations, in fact this relationship is far from
idyllic. In particular, the Kazakh press was highly critical
of an agreement on redrawing state borders that the Kaza-
kh parliament approved in the spring of 1999.

Moreover, Kazakh public opinion is greatly concerned
that China plans to construct a canal to divert water from
the Cherny Irtysh River (which crosses through both coun-
tries) in order to provide water for irrigation in Xinjiang
and industrial development of the Karamay oil field. As it
is, Kazakhstan suffers from a shortage of water, with half
of its water supply coming from the territories of neigh-
boring states (a significant part of which is the Cherny
Irtysh itself). If China diverts more water, this will have
severe economic and ecological repercussions for Kaza-
khstan.

Astana also has other reasons for concern. First, in
1996 Kazakhstan (together with Russia, Kyrgyzstan,
Tajikistan, and China) signed an agreement in Shanghai
that provided for the demilitarization of a 100-kilometer
border zone. The problem is that during the Soviet peri-
od the government constructed its fortifications in close
proximity to the border. As a result, the new agreement
creates enormous difficulties for Kazakhstan, since it
lacks the wherewithal to construct a new line of border
defenses and must leave its borders virtually unprotect-
ed. Furthermore, Kazakhstan is deeply concerned about
the influx of the Chinese. Indeed, it has even classified
statistics on this subject, although this censorship has
not prevented the most fantastic figures from circulat-
ing among the general populace. The Kazakh leadership
is making a maximum effort to establish good relations
with its powerful eastern neighbor and to avoid giving
any grounds for dissatisfaction. But the Kazakh govern-
ment finds itself in a very difficult situation, since it must
contend with a public opinion that is strongly anti-Chi-
nese.

This latent conflict between Astana and Beijing some-
times comes to the surface. This is even true in the case
of Kasymzhomart Tokaev, who earlier served as the Ka-
zakh minister of foreign affairs and became prime minis-
ter in October 1999. Even Tokaev, an extremely cautious
professional diplomat of the old Soviet school, could
not conceal the contradictions in Kazakh-Chinese rela-
tions. One issue (perhaps the most important in terms of
mass psychology) is the immigration of the Chinese — in
other words, a “peaceful Sinification” of the immense,
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unpopulated, and economically undeveloped territories
of the country. It is a moot point whether this Sinifica-
tion is actually occurring or whether it is merely the hal-
lucination of a paranoid populace. The abolition of visa
requirements between the two countries in the early 1990s
effectively dismantled controls over Chinese migration
to Kazakhstan. The Kazakh press has been conducting
an anti-Chinese campaign, with a steady stream of re-
ports that the Chinese are resettling in massive numbers
and buying up housing and property in Kazakhstan. As
a result, the Kazakh authorities have had to act unilater-
ally and to reimpose the former visa requirements in an
effort to establish control over Chinese travel to their
country.

For its part, Beijing has a vested interest in supporting
and preserving the secular regimes of Central Asia, all of
which seek to prevent the dissemination of Islamic ex-
tremism and, more generally, the diffusion of politically
active Islam in Central Asia. After all, that same threat
hangs over the predominantly Muslim region of Xinjiang,
which has witnessed a plethora of explosions, assassina-
tions, and terrorist acts by Uigur separatists since the
early 1990s. The Chinese leaders are duly concerned about
the activities of Islamic militants in areas of Central Asia
that border on Xinjiang. The penetration of Islamic ex-
tremists, weapons, explosives, and religious teachings
from neighboring Pakistan and Afghanistan into Xinjiang
has bolstered the Uigur movement and its demands for
the secession of Xinjiang from China.

The Xinjiang situation lends credibility to press re-
ports that Beijing had been putting pressure on Pakistan
to suspend its support of the Taliban in Afghanistan.
According to these reports, China gave Pakistan to un-
derstand that it opposes the latter’s pro-Islamic foreign
policy. China regards Pakistan as a key to neutralizing
Islamic fundamentalists and the export of aggressive Is-
lam to Central Asia and Xinjiang.

Slowly but surely, the Central Asian states are being
drawn into the Chinese orbit, in the first instance eco-
nomically, but also politically (if more gradually). This ten-
dency is most apparent in China’s two contiguous neigh-
bors, Kazakhstan and Kyrgyzstan. In general, however,
one must acknowledge that Beijing has thus far conduct-
ed itself — at least, to all external appearances — in a very
peaceful manner, displaying much caution in relations with
its Central Asian neighbors.

Kazakhstan and Russia: Neither Together nor Apart

Notwithstanding the current importance of Kazakh-
stan’s relations with China, in the immediate future Rus-
sia will continue to hold top priority. But relations be-
tween the two countries are problematic. A storm of in-
dignation among Kazakhs ensued after declarations by
Aleksandr Solzhenitsyn (proclaiming the northern — and
most economically valuable — part of Kazakhstan as Rus-
sian territory) and the provocative rhetoric of Vladimir
Zhirinovsky that evoked a strong resonance among Mos-
cow irredentists. However, neither former President Boris
Yeltsin nor the current President Vladimir Putin has given
reason for Kazakhs to accuse them of expansionist inten-
tions.

However, for whatever reason, the mass conscious-
ness of Kazakhs (not to mention the non-Kazakh popula-
tion) is not seriously concerned about Russian expan-
sion. The cultural bonds with Russia are still strong; the
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Russian language is still predominant in Kazakhstan. The
majority of the population watches Moscow television,
and the Russian press fills the newspaper stands.

Relations with Russia are considerably more impor-
tant for Kazakhstan than for Uzbekistan and Turkmeni-
stan. Kazakhstan is seen as one of Russia’s loyal allies in
the post-Soviet realm, and a supporter for the maximum
possible integration within the framework of the Common-
wealth of Independent States (CIS). Kazakhstan (togeth-
er with Belarus, Russia, and Kyrgyzstan) helped initiate
and create the Customs Union. Indeed, its chief foreign
trade partner is Russia. And Astana emulates develop-
ment in Russia and, in fact, borrowed the latter’s ideology
of economic reform.

The link with Russia is deeply rooted. More than any
other republic, Kazakhstan developed demographically,
economically, and culturally during the Soviet era and,
therefore, strongly reflects the Russian heartland. Mos-
cow created the industry of Kazakhstan, especially its
branches in the northern and eastern parts of the country,
as an integral component of the technological complex in
the Urals and western Siberia.

Nevertheless, relations between Astana and Moscow
are subject to constant tension, with economic problems
constituting the principal cause. For example, the two coun-
tries ultimately failed to reach an agreement on the value-
added tax (VAT) for the customs clearance of transit goods.
The result was a customs dispute in January 1999, when
Astana, despite its membership in the Customs Union,
imposed a strict ban on the import of twenty-one catego-
ries of food products from Russia. It took this protection-
ist action because after the devaluation of the ruble in
August 1998, Russian food products became consider-
ably cheaper than those produced domestically (with ob-
vious negative consequences for domestic producers).
Another reason, perhaps even more important (though
not publicized by Kazakh decision-makers), that Astana
launched this attack on Moscow lies in the fact that de-
valuation of the ruble made it unprofitable for Kazakhstan
to export its own goods to Russia. Moscow’s arrears in
paying for its lease of the space-launching site at Baikonur
is still another cause of tension.

Moscow displayed the cooling in its relations with
Kazakhstan by reinforcing their common border, which,
since the breakup of the Soviet Union, had been virtually
open. In June 1999, the Russian government issued a
Decree on the Strengthening of Borders and the Creation
of Control Posts, the purpose being to regulate and re-
strict all movement across its border (above all, with re-
spect to goods).

Nevertheless, despite such outbreaks of tension, Ka-
zakhstan remains loyal to Russia in military and political
spheres. Thus, it is still a member of the Treaty on Collec-
tive Security (which is admittedly semidefunct). Moscow
encourages Astana to participate in a refurbished military
coalition by providing weapons under extremely favor-
able terms and even gratis.

Relations with the United States: Ups and Downs

For most of the post-Soviet period, relations between
Kazakhstan and the United States have been very good,
but in 1998 they began to sour. From the start, Washing-
ton sought to cooperate with Kazakhstan in order to
achieve several strategic objectives: eliminate all Soviet
weapons located on Kazakhstan’s territory, ensure Amer-
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ican participation in the development of hydrocarbon
resources (dear to the interests of American corpora-
tions), and channel the transportation of these commod-
ities over routes that Washington deemed in its own
best interest. The transformation of Kazakhstan into a
nonnuclear state and its signing of the nonproliferation
treaty led to the establishment of particularly warm rela-
tions between the two governments. This process was
further abetted by a tight monetary policy (which Wash-
ington approved), strict adherence to the IMF’s prescrip-
tion for the transition to a market economy, the rapid
pace of the transformation process, and the relative lib-
eralism of the governing regime (especially when com-
pared with the overtly authoritarian rule in Turkmeni-
stan and Uzbekistan). All this created the impression of
internal stability, while the tantalizing opportunities to
develop a broad range of Kazakhstan’s abundant miner-
al resources made the country highly attractive to for-
eign investors, including Americans. The prospects for
a productive business and political partnership with a
country situated in the center of Eurasia evoked consid-
erable enthusiasm in Washington.

There is no need to explain why the Kazakh side has
been so acutely interested in a partnership with the Unit-
ed States: one need think only of the alluring prospects of
ties in the private and public sectors, as well as the prom-
ise of financial assistance and political support from Wash-
ington. As the Clinton administration formulated and im-
plemented its energy strategy on the Caspian region, it
assigned top priority to Kazakh oil exports and the direc-
tion that these would flow in any East-West pipelines. For
Washington, the principal strategic objective was to en-
sure that the pipeline bypass both Iran and Russia. The
U.S. government assigned Kazakhstan the key role in the
region, and it dispatched one of its most capable and best-
trained diplomats, William Courtney, to serve as ambassa-
dor. This extraordinary interest in Kazakhstan, reinforced
by what are likely to be inflated accounts of potential oil
and gas reserves in the Western mass media, gave rise to
great expectations and encouraged a tendency to exag-
gerate.

The high point in U.S.-Kazakhstan relations came in
late 1997 when President Nazarbaev came to Washington
to participate in a session of a bilateral commission. There-
after, however, a distinct chill set in. Kazakhstan’s poor
economic performance (aggravated by the economic cri-
sis in East and Southeast Asia and in Russia), the fall in
the prices of Kazakhstan’s exports, growing skepticism
about the real magnitude of unexplored hydrocarbon re-
sources, and more sober assessments of the investment
required to develop and transport these commodities to
world markets all served to undermine the interest of the
American government and business circles.

But the key reason for Washington’s cooling toward
Kazakhstan was its domestic policies: hopes for a liberal-

ization of public life and for the development of democra-

cy proved illusory. In particular, Kazakhstan failed to meet
the standards of the Organization for Security and Coop-
eration in Europe (OSCE) in the presidential elections of
January 1999 and the parliamentary voting in October 1999.
The intervention of the executive branch in the voting,
the outright falsification of voting returns in many parts

~of the country, and the suppression of opposition pro-

voked an extremely negative reaction among the govern-
ments and public organizations of the United States and
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Europe. All this had a correspondingly negative impact
on relations with Kazakhstan. Another serious blow to
U.S.-Kazakhstan relations occurred in the summer of 1999,
when Astana sold MiG-21s to North Korea for eight mil-
lion dollars and became a target of American sanctions.
This deal - which is difficult to fathom in rational terms —
inflicted great harm to Kazakhstan’s relations with the
United States.

Still, even if Kazakhstan does not recover its erstwhile
top-priority status in American eyes, it can expect to im-
prove its relations with Washington. The Americans will
favor a rapprochement because of their own vested in-
terest in a pipeline that skirts both Russia and Iran and,
specifically, passes through Turkey to the port of Cey-
han. At the European summit meeting in Istanbul in No-
vember 1999, President Nazarbaev joined the presidents
of Azerbaijan and Turkmenistan in signing an agreement
to build a pipeline through Turkish territory. In so doing,
Nazarbaev chose Washington over Moscow, an act that
should earn the gratitude of the U.S. administration.

Uzbekistan

Islam Karimov evidently has two main foreign policy
objectives: first, to quash attempts by Islamic radicals to
topple his regime and, second, to establish his domi-
nance as the principal leader of Central Asia. His cam-
paign against Islamic fundamentalists has support not
only from his neighbors in Central Asia, but also from
the United States, Russia, and China. Although Kari-
mov’s aspirations to regional leadership are not openly
articulated, no one can doubt the existence of this grand
design and his own personal ambitions. All the fluctua-
tions, flip-flops, and gyrations in Karimov’s foreign pol-
icy over the last decade are subordinated to achieving
both of his foreign policy goals. The anti-Iranian policy
in the first half of the 1990s gave way to a cautious, wait-
and-see posture in the second half of the decade. The
stormy love affair with Turkey from the beginning of
independence ended suddenly in 1999 with a marked
cooling in their relations. Similar shifts have also been
characteristic of Uzbekistan’s relations with Russia and
its neighbors in the region.

Karimov assigns top priority to joining Washington’s
circle of client states and to establishing close ties with
NATO. In 1999, Tashkent joined the pro-Washington
GUUAM bloc (a regional association consisting of Geor-
gia, Ukraine, Uzbekistan, Azerbaijan, and Moldova), de-
cided to open a mission at NATO headquarters, and has
supported Washington in virtually all of its actions (in-
cluding the operation in Kosovo and the war in Afghani-
stan). Karimov not only endorses American policy in the
Middle East but also has established close economic and
political ties with Israel — a policy that earned him partic-
ular enmity in many Muslim circles. Whereas the West
favored Kazakhstan in the first half of the 1990s, it reas-
signed top priority to Uzbekistan in 1997. Washington
and its Atlantic partners close their eyes to the absence
of democracy in Uzbekistan, pretend to take seriously the
cosmetic measures to liberalize the regime, and rely on
Uzbekistan to be the key strategic partner in pressing their
interests in Central Asia.

At the end of 1999, Tashkent and Beijing established
much closer relations. The improvement in ties was at
least partly due to their mutual interest in suppressing the
militant Islamic movements, which had become far more
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active and threatened to destabilize Uzbekistan and, as
noted, western China. In November 1999, Karimov made a
state visit to Beijing and held two meetings with the Chi-
nese President and Party Chairman Jiang Zemin. While in
Beijing, Karimov declared that both countries “are united
by the effort to combat international terrorism and to main-
tain regional security”. As a result, Uzbekistan — which
itself has tens of thousands of ethnic Uigurs — became
China’s ally in the struggle against Uigur separatist move-
ments. Significantly, the Uigur diaspora in Uzbekistan has
remained neutral in the struggle by the Uigurs of Xinjiang
to gain their independence from China. Karimov also as-
sured President Jiang that the Uigurs in Uzbekistan will
not pose a problem for China. In return, the Chinese lead-
er offered his country’s assistance in the struggle against
Islamic extremists, including the Taliban in Afghanistan.
Both sides also agreed to work together in the struggle to
suppress the drug trade. During this visit, Karimov also
signed a number of agreements on trade and economic
cooperation.

Moscow poses the most complicated problem for
Uzbekistan, with periods of frosty relations alternating
with brief thaws. The key problem is that Moscow can-
not reconcile itself to the fact that Central Asia is slip-
ping out from under its domination. While Nazarbaev
periodically tries to tranquilize Moscow politicians by
playing integration games and by espousing the idea of
a single economic space, Karimov—from the very out-
set—has openly voiced his irreconcilable opposition to
association with Russia, even in the most nominal, sym-
bolic form. In essence, the assertion of Uzbek hegemony
in the region is simply incompatible with the active pres-
ence of Moscow.

Tashkent has therefore endeavored to exclude Mos-
cow from any significant role in regional affairs. As one
observer pointed out, “The Russian vector in Uzbek pol-
icy, while remaining substantial and sometimes a painful
zone of Uzbek foreign policy striving, is increasingly
dropping to secondary (after the West) and even tertia-
ry importance”. Russia does not actively participate in
an investment program for Uzbekistan. Moreover, com-
mercial and economic relations between the two coun-
tries have been reduced to a bare minimum. Tashkent
has also minimized the presence of Russian mass media
in the country.

While it is not easy to disentangle the real motiva-
tions behind this hot-and-cold fluctuation in relations
between Moscow and Tashkent, it is important to remem-
ber that both are tightly intertwined in a complex web that
involves other countries in the region. On the one hand,
the other Central Asian countries fear Moscow’s control
and encroachment on their independence; on the other
hand, they also seek Moscow’s protection — not only to
combat Islamic extremism but also to restrain the ambi-
tions of Tashkent. Moscow of course exploits these fears
as an opportunity to maintain and enhance its presence in
the region. The most contentious sphere of conflict divid-
ing Moscow and Tashkent is Tajikistan. For its part, Tash-
kent simply cannot abide Moscow’s dominance in Dush-
anbe, which has left Tajikistan in virtually total political,
economic, and military dependency on Russia. Nor is Tash-
kent willing to accept the inclusion of the Islamic opposi-
tion in the Tajik government (a step fraught with far-reach-
ing implications) or the ever-increasing flow of narcotics
through Tajikistan.
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THE UNITED STATES:
THE INTERESTED BYSTANDER

Prior to 11 September 2001, Central Asia thus wit-
nessed a significant realignment of forces and policy. In
the case of Russia, once Putin came to power, the Kremlin
refocused the primary emphasis in its Central Asian poli-
cy from economic ties to military cooperation. China, for
its part, significantly enhanced its presence in the region,
above all, through the Shanghai Organization of Cooper-
ation. How did Washington, prior to 11 September, re-
spond to all these changes?

In essence, the United States chose not to become
directly involved in Central Asia and instead opted for an
attentive, wait-and-see policy. From Washington’s per-
spective, it made little sense to become actively embroiled
in so explosive a situation, one fraught with rising ten-
sions between Russia and China and further compound-
ed by the threats posed by Islamic extremism. That cau-
tious approach reflected Washington’s view that the re-
gion was not a priority in terms of fundamental American
interests. Indeed, given the American involvement in a
host of other global problems, Washington saw no need
to add to this list. To be sure, the United States did culti-
vate relations with countries in the region and actively
supported the activities of various NGOs. It also subsi-
dized, through the United States Agency for International
Development (USAID), various projects and tactfully
closed its eyes to the ineffective use of its funding.

The United States also criticized the ruling regimes for
human rights violations. But it declined to take concrete
sanctions, recognizing that the alternative was not de-
mocracy but either an Islamic theocracy or a variant of the
bloody chaos found in the Balkans. In effect, the regimes
there had a greater interest in the United States (as a spon-
soring agent) than its principal competitors, Russia and
China. The United States saw itself as better positioned
to provide tangible financial assistance, whether directly
or through international financial organizations. No less
obvious was the American supremacy in military technol-
ogy. But, above all, American policymakers—as ever—
sought to preserve the status quo and stability in the
region. No less important to Washington was ensuring
that none of its geopolitical opponents enhanced its in-
fluence at the expense of the states of Central Asia.

In short, the United States declined to exert control
over the region, a policy that would simply have required
too great an effort and devoured too many resources.
Perhaps the most apt description of American policy is
found in the Latin phrase, tertius gaudens (“the third par-
ty smiles”): the United States — given its clear but limited
interest in the region — gleefully preferred to remain a by-
stander and to let events unfold in ways that would ulti-
mately redound to its own advantage.

Nevertheless, in the long run, the United States could
not ignore the competition between Beijing and Moscow
for dominance in the region. It was perfectly clear that
China would eventually gain ascendancy and push Rus-
sia into a subsidiary position. And that “eventuality” is
not in some remote future, but in the foreseeable future.
When that does happen, Washington will have to choose
between asserting its own dominance in Central Asia and
letting China assume that role. It is, after all, obvious that
Russia possesses neither the economic nor the military
capacity to establish a protectorate over the region. Al-
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though the United States in the short term preferred the
modest role of bystander, it ultimately faced the question
of challenging — or accepting — the prospect of Chinese
hegemony.

After 11 September

The terrorist assault of 11 September 2001 forced the
United States to make a radical change in its policy to-
ward Central Asia, with far-reaching consequences for
the balance of power in the region. It has already become
a cliche to say that the attacks on 11 September have
caused a geopolitical tectonic shift. But that is indeed
what has happened. And this change has had a direct and
profound impact on Central Asia. The relocation of Cen-
tral Asia from the periphery to the very center of Ameri-
can strategic interest has fundamentally altered the bal-
ance of the three “Great Players” described above.

Tashkent’s decision to place itself squarely under the
patronage of Washington, accompanied by the stationing
of American forces in Uzbekistan, is tantamount to a viola-
tion of the Russian equivalent of the Monroe Doctrine. It is
hardly any more agreeable to Beijing, which has seen the
appearance of American military presence on its western
flank. All this is demolishing the system of restraints and
counterweights that Russia and China, within the frame-
work of the Shanghai pact, had created and that took into
account the interests of the Central Asian states. Having
no common borders with China or Russia, Uzbekistan had
long refrained from participating in the Shanghai Five; not
until 2001, and without great enthusiasm, did it join the new
Shanghai Organization of Cooperation. Karimov’s attitude
toward membership in this organization was clearly appar-
ent when he failed to participate in an emergency meeting
that the SOC held in Bishkek, Kyrgyzstan, on 10-11 Octo-
ber of that year. By this time, Washington and Tashkent
had already indicated their mutual interest in a strategic
partnership. However, even with Uzbekistan’s participa-
tion, the Shanghai alliance is nonetheless still important for
its remaining members. So far as Moscow and Beijing are
concerned, the SOC is important not only (and not so much)
as a tool for delimiting state boundaries and for creating a
regional economic association (a dimension that remains
essentially unrealized), but rather as a military-political bloc
to counteract the military shadow that America has now
cast over the region.

As for the Central Asian participants of the SOC, the
fact that Uzbekistan has become the regional favorite and
de facto client of the United States (with all the ensuing
political and economic consequences, including promises
of economic assistance and practically a security guaran-
tee) has elicited a complex, contradictory response in As-
tana, Bishkek, and Dushanbe. They cannot have any
doubts about the inevitability of preserving their status as
junior partners of Russia and as allies of China. But Amer-
ica’s economic, political, and military support of Tashkent
has created a major shift in favor of Uzbekistan. The latter’s
neighbors, with good reason, fear that the well-known pre-
tensions of Islam Karimov to regional leadership will re-
ceive a powerful new impetus. They fear that, in the territo-
rial disputes that have emerged in recent years between
Uzbekistan and Kyrgyzstan, Kazakhstan, and Tajikistan,
the Uzbek leader will be tempted to resort to force to re-
solve these conflicts. In all probability, Washington would
not support such aggression on Tashkent’s part. But the
interest of the United States in its new ally may outweigh
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any irritation over such aggression, as indeed as happened
repeatedly in the history of American foreign policy.

The political elites of the Central Asian countries are
alarmed by the intensification of interest in the region. The
Kyrgyz press, for example, has begun to show nervous-
ness with respect to the Uzbek-American partnership. The
following statement is typical: “Tashkent may attempt to
manipulate U.S. power to hammer its neighbors, specifical-
ly, Kyrgyzstan, into obedience. In this case, we will have to
seek protection from someone else, like Russia. Russia and
China will not tolerate the presence of their strategic rival
next to them”. The assertion of American power in a region
where two great powers have already divided influence
has provoked similar concern among Kazakh politicians.
At the same time, the Central Asian regimes, the western-
ized establishment, and anti-Islamic population in the re-
gion cannot fail to recognize, with satisfaction, that the
American presence in the region (in addition to China and
Russia) is creating an insuperable barrier against the Islam-
ist assault on the region. Moreover, many believe that the
American presence will have a positive impact on the econ-
omy in the region as a whole.

American patronage of Uzbekistan elicits contradic-
tory views in the region and in Uzbekistan itself as to its
possible influence on the notoriously repressive regime
of President Karimov. Optimists hope that this influence
will be favorable and lead to a liberalization in public life
and in the economy. Pessimists hold that political and
economic liberalization is mortally dangerous to the re-
gime, and that Karimov absolutely will not, under any
circumstances, embark on such a path. The latter argue
that Washington’s support will only strengthen the Kari-
mov regime and its opposition to real democratization,
and that the probable attempts by the Bush administra-
tion and American human rights organizations to promote
liberalization will prove fruitless. But that will not alter
Ametica’s relations with Tashkent. Here one can cite the
example of Saudi Arabia: its cooperation with America
has lasted for decades, but without bringing about a de-
mocratization of the ruling regime.

Russia, China, and America share a common interest
in blocking the dissemination of radical Islam in the re-
gion. Given this fact, hypothetically one can imagine how
this triumvirate would establish a unified, anti-Islamist
front there. Since 11 September, one can clearly discern a
tendency for Washington and Moscow to admit the pos-
sibility of such a consensus. The situation with respect
to Beijing is more complex, but one should not discount
the possibility that it will join an anti-Islamist alliance
(which, indeed, could coexist simultaneously with the
Shanghai pact). Of course, the creation of such a grand
design would require that the parties exhibit extraordi-
nary skill, flexibility, and capacity to make mutually ad-
vantageous compromises. However, given the solidarity
of interests, such a course would be optimal for the present
situation; one must not foreclose the possibility that the
strategic competition of these three powers will give way
to cooperation in this part of Eurasia.

CONCLUSION

In the period since the events of 11 September 2001,
the world’s mass media (in any case, the media in Russia
and the West) have given considerable attention to Cen-
tral Asia and the South Caucasus. The press and elec-
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tronic news agencies have illuminated many aspects of
the domestic and external situation pertaining to these
regions. The media give particular attention to a number
of sensitive, significant subjects:

- the peripeteia of the political struggle in the upper
echelons of power;
the corruption scandals that involve people at the
very top of the government;
court intrigues and possible scenarios for succes-
sion, so important in countries with a cohort of ag-
ing leaders;
the activities of opposition groups;
repressive measures leveled against the indepen-
dent press;
- the mounting tensions in relations between Kazakh-
stan and Uzbekistan, between Kazakhstan and Kyr-
gyzstan, and between Uzbekistan and Kyrgyzstan;
the conflictive situation surrounding the allocation
of water resources;
- the increasing incidence of border clashes;
the maneuvering of the Central Asian leaders be-
tween the two polar forces — the United States and
Russia.

1

In shaping policy toward Central Asia and Russia,
U.S. policymakers need to be keenly aware that they have
stepped inside the chalk line long drawn by Moscow to
define its post-Soviet geopolitical space. It may not be in
U.S. long- or short-term interests to sacrifice its relation-
ship with Russia to its relationship with Central Asia.

Central Asia may not be as important to China as Tai-
wan, but for Russia, to see Central Asia fall under U.S.
dominance would be tantamount to a final collapse of the
great power ambitions that reside in the minds of its polit-
ical class and majority of its people. Russian concerns
have undoubtedly already emerged. Nonetheless, it is
possible to find ways to keep these concerns from result-
ing in confrontation. But it will take flexibility on the part
of the Bush administration, as well as compromises in
other spheres of U.S.-Russia relations.

Prominent Russian specialists on U.S. politics had to
force themselves to come to terms with Putin’s pro-Amer-
ican U-turn. In the aftermath of the September 11 terrorist
attacks, they put up with U.S. use of air bases in Uzbeki-
stan, Kyrgyzstan, and Tajikistan and the U.S. military pres-
ence there. But opposition to Putin’s pro-American course
is strong. The top echelons of the armed forces and secu-
rity services are traditionally anti-American. They grum-
bled at Putin’s quiet response to the U.S. announcement
that it would withdraw from the Anti-Ballistic Missile Trea-
ty. Later in 2002, they will have to come to terms with
NATO membership for the three former Soviet republics
on the Baltic Sea.

But they are not likely to remain docile if Central Asia
jumps out of Moscow’s orbit and accepts U.S. patronage.
This would be a call for a requiem for “Great Russia” and
signal Putin’s failure as a leader. He and his pro-American
foreign policy course would be discredited.

Such potential consequences of U.S. penetration of
Central Asia need to be taken into account as the Bush
administration forges ahead in the region. Washington
should also consider the likely costs of its new acquisi-
tion. Of course, gaining a springboard for operations in
the heart of Eurasia is important, especially after Septem-
ber 11. But one must not forget that the United States is
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now supporting corrupt dictatorial regimes in these pre-
dominantly Muslim countries. Their populations are not
radicalized, but their prospects for economic prosperity
are quite elusive. The region is also rife with traditional
rivalries, fueled by a growing competition for land and
water.

A U.S. embrace of the Central Asian regimes would
likely entail American responsibility for regional secu-
rity and stability, including support for authoritarian,
even dictatorial, regimes and the suppression of radi-
cal Islam. Choosing the lesser of two evils — radical
Islam and corrupt dictatorships — will mean support for
the latter, just as the United States has done in Egypt
and Saudi Arabia. .

Optimism about Central Asia’s economic prospects,
which has appeared in U.S. press reports from the region,
is misguided and inappropriate. In essence, the region’s
economic existence is dependent on raw material exports
and investment from the West. If the United States wish-
es to become the dominant power and chief donor in the
region, it should be realistic and candid about the price it
will have to pay.

There is no middle road for Washington. Policies such
as partial debt relief (especially important for Uzbeki-
stan, Kyrgyzstan, and Tajikistan), new loans and cred-
its, and help in opening markets for Central Asian goods
would leave Central Asia addicted to cash injections
from abroad — as has already happened with Kyrgyzstan
— and will only sustain a downward trajectory. Most of
the population would end up living below the poverty
line, with all the ensuing implications for stability in these
countries.

To prevent such a turn of events, a more ambitious
investment of intellectual and financial resources would
be required. And even so, if the United States finds those
resources and makes the commitment, how will they be
used? Will they create conditions for sustainable eco-
nomic growth in Kazakhstan, with its entrenched clans
and mafias and pervasive corruption? And what about
Uzbekistan, which is no less corrupt and where reforms
have stalled and the old Soviet-style command economy
still exists?

The Bush administration needs to think clearly about
the advantages and disadvantages of U.S. predominance
in Central Asia. The advantages include short-term sta-
bility, access to energy resources, and proximity to Af-
ghanistan. But there are many disadvantages too. U.S.
support for existing regimes will help ensure short-term
stability, but the real, systemic causes of instability will
be swept under the rug. It is only a matter of time before
they resurface. Economic growth is possible in Central
Asia only if the local institutions are reformed, which
inevitably requires tackling powerful entrenched inter-
ests.

The United States does not need to become Central
Asia’s “hegemon”: that is, to assume responsibility for
its economic development and its stability. It would be far
more practical to seek a joint venture with Russia—a U.S.-
Russian consortium for socioeconomic development of
Central Asia. The region needs to be strengthened as a
bulwark against the spread of militant Islam in Eurasia.

Russia alone does not have the resources to support
Central Asia economically, to be a source of credits and
loans. It cannot be its security manager either. But Russia
remains economically important in Central Asia. It pro-
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vides the region with important hidden subsidies by sup-
plying it with goods and fuel at below-market prices. Land-
locked Central Asia carries out the lion’s share of its trade
with the West through Russian transport links and at fa-
vorable tariffs.

China will seek to expand its economic and political
presence in Central Asia. Russia will have to accommo-
date it. Moscow’s policymakers will have to give up the
illusion of monopolistic control over its former southern
provinces. But it is more advantageous for Russia to co-
exist there with the United States than with China.

Central Asia is extremely interested in U.S. patronage.
Kazakhstan, Kyrgyzstan, and Tajikistan retain special ties
with Russia. They would be more comfortable accepting
greater U.S. presence in the region while maintaining ties
with Moscow if U.S.-Russian partnership in this part of
Eurasia were to become a reality.

The optimal approach toward Central Asia is to estab-
lish U.S. leadership there in partnership with Russia. It is
not in U.S. interests to corner Putin and deny him the
opportunity to continue his policy of integrating Russia
with the West.

However, one should not focus excessively on the
shortcomings and thereby ignore the obvious achieve-
ments attained during the post-Soviet years. In general, it
is an obvious truism that there are serious limitations on
the ability of even the most perspicacious expert to draw
unqualified conclusions about a given situation at critical
junctures of history. As Charles Dickens wrote, in A Tale
of Two Cities, about a tumultuous epoch in the last quar-
ter of the eighteenth century: “It was the best of times, it
was the worst of times, it was the age of wisdom, it was
the age of foolishness, it was the epoch of belief, it was
the epoch of incredulity, it was the season of light, it was
the season of darkness, it was the spring of hope, it was
the winter of despair, we had everything before us, we
had nothing before us...”

With respect to Kazakhstan and Kyrgyzstan, one must
bear in mind not only the problems described above, but
also some clear achievements. Namely, these two coun-
tries did carry out radical economic reforms, created the
foundations of a market, conducted large-scale privati-
zation, made the national currency virtually convertible
and its exchange rate quite stable, sharply increased the
share of service and consumer sectors of the economic
structure, eliminated the idea of “shortages” of goods
from everyday language, and awakened the entrepre-
neurial spirit that had been systematically repressed
under Soviet rule. In the case of Uzbekistan and Tajiki-
stan, however, it is too early to speak of any substantial
social-economic progress; as for Turkmenistan, there has
been an absolute social-economic degradation. One
should also keep in mind that the processes associated
with rebuilding the economy and the liberalization of
public life (even if only in relative terms) have been initi-
ated essentially ab novo, without experience and with-
out historical memory (since so much had been effaced
from mass consciousness during the seven decades of
Soviet rule). The population on the southern periphery
of the former empire (as, however, in the case of those
living in the central regions) was utterly unprepared for
the adaptation of market reforms.

The brilliant Russian historian Vassily Klyuchevsky
once made the following sagacious observation: “The
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law of life of backward states among the more advanced
is this: the need for reform comes before the people are
ready for it.” It is easy to imagine as well the condition of
the leaders of the new states, who, at the moment when
their countries unexpectedly gained independence,
lacked the requisite knowledge appropriate to the scale
of the tasks faced, who had no understanding of the
fundamentals of a market economy, and who had no ex-
perience on the international arena. One can well appre-
ciate the inevitable perplexity and confusion in the face
of the unexpected, extraordinarily onerous challenges
that they faced.
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Notwithstanding the fact that for many years they had
been in the melting pot of the highly placed party bureau-
cracy, each of them had preserved his individual charac-
ter and traits, and these could not fail to have an impact
on political policy, on economic strategy, and on the harsh-
ness of the repression. Despite all this, the new post-
Soviet leadership has succeeded in completely demolish-
ing the former political and economic system, and indeed
they did so in historically short periods of time. It would
therefore be neither fair nor accurate to come away with a
one-sided, purely negative assessment of the post-Sovi-
et development of the countries in this region.

This article was presented in English.
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enerally, the politico-military environment in

Iraq remains complex and extremely unsta-

ble. Presently, there are no serious grounds

for the radical improvement of security and

order in the country. Moreover, it is possi-

ble to forecast the further setback of the
country’s environment, i.e. creating order seems unreal in
the near future due to a multitude of factors complicating
the politico-military situation in Iraq.

FAcTOR 1: PARLIAMENTARY ELECTIONS

The electoral campaign had a significant influence on
the development of the political situation in Iraq. The prep-
aration for elections to the Iraqi transitional National As-
sembly, the Parliament of the Kurdish autonomy and the
province councils had essentially activated the country’s
politics. The elections took place on January 30, 2005.

The main objective of the elections was to provide
legitimate conditions for establishing national governing
institutions. The Parliament is to develop the Iraqi Con-
stitution, which shall be approved by the all-people’s ref-
erendum to be held in October 2005. The country’s perma-
nent governing institutions are going to be elected only
after adopting the Constitution, i.e. the President and the
Government. In addition, the National Assembly will have
the right to veto all presidential decrees (by two thirds
majority) as well as to approve the budget. This means
that the authority of the Iragi Parliament to be established
in the country’s post-Saddam period will be unprecedent-
ed even in worldwide standards. All these give rise to a
vehement electoral campaign that we could observe.

One hundred and seven political parties and groups
contested seats in the National Assembly. Some 7,700 can-
didates (from parties and independents) fought for 274 seats
in the future Parliament. Seventy — four parties acted inde-
pendently and the remaining formed 9 pre-election blocs.

According to the parliamentary elections’ official re-
sults released by the Iraqi Election Committee, the candi-
dates from the Iraqi United Alliance polled 47% of the
votes. The coalition of the Kurdish parties took 25%. The
Prime Minister Iyad Allawi’s bloc was third with over 13%.
Based on the above results, it is possible to estimate the
number of seats in Parliament to be taken by each bloc:
the Shiah will take 132 seats, the Kurds — 71, Iyad Allawi’s
bloc — 38 seats. [1]

In our opinion, political coalitions were formed based on
ethnographic and confessional principles as a result of the
elections held to further develop the Iraqi political system.

The largest confessional group in present-day Iraq is
the Shiah. The Iraqi United Assembly (IUA), a political
bloc headed by one of the most powerful religious figures
and the Iragi Shiah spiritual leader, Ayatollah Ali as-Sis-
tani, claims the sole representation of the Shiah’s interests.

Gentral Asia's

AFFAIRS
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The main objective of the Iraqi United Assembly at
this time is to form the national government. Their medi-
um-term outlook is to unite all Shiah parties and political-
ly dominate in the country, which looks like a rush for
revanche and “historic justice”.

The Shiah has sufficient grounds for such actions.
They are the largest confessional group in the country
making up 60% of the total population. The USA consid-
erably relied on them when launching its military cam-
paign in Iraq, taking into account that this confession
had suffered more than any other part of the country’s
population under Saddam Hussein’s rule. With the inten-
tion to gain Shiah gratitude and future political loyalty,
the USA and the Iraqi Interjacent Government, being in-
fluenced by the Shiah group, had to set January 30 as the
date for the elections without any suspension demanded
by the leaders of other ethnic groups as well as countries.
But, it did not turn out as predicted. The Shiah leaders, in
the stream of their victory, made their approach to de-
fending their interests more severe. The differences in the
ideological views of the Shiah political group leaders and
their current tactical co-ally, the USA, are profound. As-
Sistani and his supporters more and more distinctly call
out to build the new Iraq as an Islamic country.

The landslide victory was the first stage of the Shiah
bloc’s strategy, and now, the first point on their agenda is
to form the Government. The Shiah majority in Parliament
nominated Ibrahim al-Jaafari, the leader of the conservative
Islamic party Dawa, as its candidate for the post of Prime
Minister. This extremely irreconcilable person serves neither
the American sponsors nor the Iraqi political opponents.

The outcome of the growing collision of interests be-
tween the Shiah and the USA, and between the Shiah, the
Kurds and the Sunni is predictable.

The second ethnic group in Iraq, the Kurds (20% of
the total population), also formed a united election bloc,

the Alliance of Kurdistan, which comprises members of

the two leading Kurdish parties: the Kurdistan Democrat-
ic Party and the Patriotic Union of Kurdistan.

The Kurds’ main objective, to form Iraq as a federated
state guaranteeing their political and economical autono-
my, is ambiguously accepted by both the external players
in the political arena and other ethnic and political forces
in Iraq. Kurdish community leaders sheered away from
open confrontation before the elections. However, sev-
enty — one seats in Parliament may give them the power to
defend their interests more actively to the extent of open
confrontation. Even today, observers have an extremely
negative view of the situation around the city of Kirkuk
and its surrounding regions. Kurdish leaders insist that
the former administrative borders are reconstructed to in-
clude Kirkuk in the territory of Iraqi autonomous Kurdis-
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tan on the grounds that the majority of Kirkuk’s popula-
tion is Kurds and the region was autonomous under Kur-
dish rule before. The Iragi Government has not taken any
action to settle the problem with Kirkuk. At the same time,
the American military command lead by Colonel L. Miles
put aside this issue and did not interfere in the parliamen-
tary election process. [2]

According to experts, the “problem” with the Kurds is
really dangerous and poses a threat to the political stabil-
ity in Iraq.

As it turned out, Sunni Arabic political and religious
forces were excluded from the legitimate political process
in Iraq. About 50 political parties and organizations repre-
senting the Sunni community (20% of the total population)
encouraged the people to strike ballot. The most authorita-
tive and largest parties, the Association of Islamic Ulems
and the Islamic Party of Iraq, were among them.

Given the existing balance of power, rather inconsid-
erable in number and unconsolidated, Sunni political or-
ganizations cannot claim a wide representation in the leg-
islative and other governing institutions. At the same time,
Sunni leaders still remember the taste of power and do not
intend to be a minor political player in the country. This
scenario seems to be the most probable given the present
situation. The Sunni has fallen into the shadows of the
Iragi political life. As a result, the Sunni are not represent-
ed in the governing institutions strengthening the social
and ideological base of the armed extremist groups in Iraq.

Iraq’s electoral campaign revealed a considerable con-
flict of interests between various political groups, mainly
concerning the future political and social structure of the
country. Contradictions within ethnicities and denomina-
tions are becoming more severe, which increases the ten-
sions in the country. At the same time, the political situa-
tion is such that there are no political alliances that have
specific programs and can act effectively.

FACTOR 2: ARMED EXTREMISM

The contradictory way that the electoral campaign is
being conducted creates sufficient conditions for activat-
ing various domestic and international terrorist groups.

According to the New York Times, which refers to of-
ficial sources in the US, the number of foreign militants
and domestic members of the armed resistance acting in
Traq is 8,000-12,000. If supporters and behind the scene
cohorts are added to this number, it reaches about 20,000.
This information differs from that contained in previous
CIA reports, which claims that the number of the Iraqi
militants is 1,000 and in no way exceeds 7,000. [3]

Experts believe that the armed opposition is made up
of former members of the Baas party and radical Islam-
ists. Often, former Baas members join Islamic fundamenta-
lists using Islamic rhetoric as propaganda. Baas support-
ers comprise the majority of the armed resistance groups;
however, their union with the Islamic radicals are not con-
stant, due to their tactical nature. The strategic objective
of resistance forces is to drive away foreign armies and
take down the present pro-American regime. In the near
future, they plan to break the all-people’s elections in Jan-
uary 2005 as part of their tactical strategy. [4]

The following terrorist groups and organizations are
considered the most active in Iraq:

+ Jemaa al-Tavhid and Jihad headed by terrorist Abu
Musab al-Zarqawi. The organization considers itself a part
of al-Qaeda and acts mainly in the so-called Sunni triangle.
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+ Ansar al-Islam (Islamists). According to Kurdish
sources, it is the leading fundamental group acting in the
hard-to-reach mounting areas of Iraqi Kurdistan. The group
is based in the city of Hurmal at the Iranian border. It is
supposed that Ansar al-Islam, consisting of about 300
people, keeps in touch with al-Qaeda and that some of its
militants were trained in Afghanistan. From time to time
this organization attacks Iragi governing institutions and
members of nonreligious parties in Iraqi Kurdistan.

+ Islamic Army of Iraq. According to experts, it con-
sists of about one hundred people, both men and women,
and is divided into two groups. The first is represented
by radicals and salafists (a religious current insisting that
the Koran be interpreted fully and strictly) supporting
Usama bin Laden. They were done away with by Hussein
and came back not long ago. The other faction consists of
former officers of Hussein’s army and Baas party activists.

¢ The Mojahed’s Army of Iraq.

¢ Jeish Ansar al-Sunna (The Army of the Sunna
Warriors).

¢ Jamaa Shura al-Mujahidin.

+ Brigades of At-Taffa’s Martyrs.

The last four groups were unknown until now, which
leads to the belief that they were recently established.
Most likely, they consist of the former members of the
Iraqi special services who currently act throughout most
of the country.

According to information from Iraq, the country is grad-
ually becoming a center of international terrorism after a
majority of the terrorists training bases in Afghanistan
had been relocated to the territory. The situation in Iraq
promotes subversive activities due to the country’s large
population, high urbanization (it is always easier to hide
in a city), developed industrial infrastructure (objects for
attacks), higher involvement in the affairs of the Near East
and, as a result, rapt attention of the world community.
Trained terrorists act not only in Irag, but reach other
“flash points”.

The leaders of the Iragi resistance use the ideological
motives of the Shiah and the Sunni states to antagonize
them creating a rivalry that can be observed in the Islamic
world. The idea of Shiah revanche does not suit a number
of powerful countries in the Near East, such as Saudi Ara-
bia, Egypt, Syria and others. Therefore, considerable mor-
al and financial support must be coming through various
funds and organizations from those countries.

Thus, everything that is happening in Iraq is conduc-
tive to deepening the crisis of ensuring safety.

FacTor 3. EXTERNAL FORCES

The present state of affairs in Iraq is complicated not
only by internal tension, but by the influence of external
forces whose interests frequently do not coincide with each
other and, even more, come into conflict. The major exter-
nal forces in Iraq are the United States and the Islamic Re-
public of Iran who struggle to influence the situation.

The most influential player in the Iraqi political arena
is still the United States. Most directions of the present
Iraqi foreign and domestic policies are determined in Wash-
ington. From the summer of 2003 to December 2004, the
USA spent $3.6 billion to reconstruct the country. Amer-
icans spend $200-300 million per month for these purpos-
es. [5] As of February 1, 2005, the American deployment
in Iraq totaled 152,000; 120,000 of which were ground
troops and the rest were represented by the Marine Corps,
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Air Force and the Navy. In addition, about 25,000 soldiers
were located in neighboring Kuwait. [6]

However, the US has recently been concerned with re-
ducing its expenditures on political and military purposes
in Iraq. As a result, the most probable scenario that may be
used by the United States is the so-called “Salvadorian
scenario”. It envisages using Iraqis themselves against the
Iraqi militants, by providing financial and military support
to the groups in conflict with America’s main enemies. The
US used this very tactic in Salvador in the early 1980s. [7]
The inherent disadvantage of this tactic is that most candi-
dates, the Shiah and the Kurds, which could be supported,
are not so loyal to American interests.

One should admit that the US has not yet succeeded
in normalizing the situation in post-Saddam Iraq and is
becoming more and more dependent on the peculiarities
of the local political environment. Even though the expen-
ditures and threat of American military forces entering
the center of the Islamic world exceed the cost of leaving
the region, the US is determined to continue keeping hold
of Iraq as a strategic base, preserving the possibility of
using its army in any other place in the region. [&]

Iran is considered as the country in the region with
the most significant influence on Iraq. Today, Iran is the
main opponent of the US in trying to institute control
over Iraq by pursuing its independent policy. Moreover,
present political conditions are expanding the coopera-
tion between Iran and Iraq. Teheran is using various meth-
ods for this purpose.

Firstly, it actively uses diplomatic means in order to re-
establish bilateral relations with Iraq that were severed after
the war in 1980-1988; the two countries are in the process
of concluding a treaty of peace. Irani authorities are always
offering their aid in the reconstruction process in Iraq, both
by their own means and on an international basis.

Secondly, Iran widely uses its intelligence agencies
and other services when implementing its own foreign
political strategy with the goal of expanding its influence
in the Near East, and considers Iraq as the top priority in
this process. According to the Iranian oppositional group,
People’s Mojaheds of Iran lead by Ayatollah Jalal Ganjei,
Iranian authorities spent a total of $70 million on special
operations in the neighboring country. [9]

Thirdly, Teheran uses contacts with the leaders of the
Shiah groups formed when Saddam Hussein ruled over

the country. During Saddam’s rule, the Shiah were perse-
cuted and had to seek refuge in Iran. In addition, Iran is
pushing for the Shiah parties to gain the majority in the
newly established Parliament.

In our opinion, Iranian authorities will actively use
“the Iraqi map” in order to achieve a new level in their
relations with the US to reduce the risk of seeing the
American army on the territory of Iran.

CONCLUSION AND PREDICTIONS

Taking into account the aforesaid, the politico-mili-
tary environment in Iraq remains complex and extremely
unstable. Despite the work carried out, the US army and
the Traqgi Interjacent Government have not succeeded in
improving the state of things in Iraq, especially concern-
ing ensuring safety. An analysis of the situation in the
country is disappointing; the crisis is likely to deepen for
a rather long time.

First, parliamentary election campaigns have increased
the contradictions and heightened the struggle between
the various political forces in the country, which, in turn,
makes it difficult to bring peace to the nation. Currently,
there is no evidence that all the political forces having
even the slightest influence in the country will be satis-
fied with the results of the elections. In the end, the elec-
tions may result in a more serious split between the ethnic
and religious groups. The most pessimistic but rather prob-
able scenario for the future is civil war.

Second, according to information from Iraq, the coun-
try is gradually becoming a center of international terror-
ism. Armed extremist groups are sure to act on a much
more substantial scale and their attacks will be more so-
phisticated.

Third, the balance of external forces in Iraq is likely
to become more unstable. US policy does not seem to be
of real help to settle the problems in the country. Present
military methods have not had a positive result and, at
the same time, US leaving Iraq seems unrealistic. In ad-
dition, tensions between neighboring countries concern-
ing their attitude towards the situation in Iraq are be-
coming more obvious. This may result in a new crisis on
a regional scale.

Judging by the state of things in present-day Iraq, the
world community does not anticipate stabilization in the
nearest future.
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oviet Union collapse and
independent states foun-
dation in Transcaucasia
and Central Asia have
caused the explosion of
nationalist moods in Tur-
key. The cautions of Kemal Ataturk
against the pan-Turkic aspirations
were suddenly forgotten, and the
calls “to create the Turkic world from
Adriatic Sea up to the Great Wall of
China” began to be heard louder.

Ankara began enthusiastically to
undertake the restoration of “brother
bonds” with Turkic peoples of these
regions, promising to make XXI cen-
tury in “a century of the Turks”, on
expression of the former president of
Turkey Turgut Ozal. The Prime Min-
ister of Turkey Sultan Demirel had
marked in 1992, that Turkey was the
cultural center and a historical mag-
net for many of new independent
states of Central Asia and Transcau-
casia.

Thus Ankara in every possible
way emphasized that its interest to
former Soviet Turkic republics could
be explained by aspiration to restore
the traditional links with “related” and
“brotherly” peoples of these coun-
tries, destroyed by the time of Soviet
authority.

Certainly, the development of re-
lations with the countries of Tran-
scaucasia and Central Asia was not
as positive as it would be desirable
for Turkish government. First of all it
was connected to lasting influence of
Russia in the countries of these two
regions and with growing regional ri-
valry of Turkey and Iran. In the first
years of the cooperation with the
Turkic countries Ankara carried out
the expansion first of all in political,
economic and cultural spheres, how-
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ever in second half 90" years it started
to turn aside the developments of mil-
itary-political cooperation.

It can be explained by the follow-
ing reasons.

First, there was a further weaken-
ing of Russia and decrease of its role
as “senior brother” for the southern
neighbors.

Second, in absence of real con-
straining force NATO was continu-
ing to extend its activity in all direc-
tions, beginning from the expansion
due to the former countries of the
Warsaw Pact and finishing with vari-
ous exercises with the post-Soviet
countries within the framework of
“Partnership for peace” operations.

Third, the real opportunities and
prospects for construction and oper-
ation of new oil and gas pipelines
around of territory of Russia have
appeared. First of all it was favorable
for Turkey that desperately needed
in deliveries of power resources, and
thus created the additional precondi-
tions for escalating of military-politi-
cal cooperation with countries-sup-
pliers of these resources (first of all
with Turkmenistan, Kazakhstan and
Azerbaijan) and with the potential
transit countries (Georgia).

Military policy of Turkey
in Transcaucasia

and Central Asia in mirror
of NATO regional strategy

Directions of cooperation in mili-
tary-political sphere between Turkey
and new Turkic republics mostly co-
incide with directions of development
of all complex of mutual relations be-
tween Ankara and new countries.

It was determined by the mutual
interests and the purposes that could
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be achieved only under condition of
close and widespread cooperation
with each other. The recognition as the
new leader of the Turkic world was very
important for Turkey. The fact that for
the first time from the moment of disin-
tegration of Ottoman empire Turks had
got an opportunity to expand their in-
fluence for limits of own state, encour-
aged the confidence that Ankara had
obtained a new chance of revival of
the former greatness and increase of
the importance in global affairs.

It was especially important that
collapse of the USSR essentially de-
creased the role of Turkey as south-
ern flank of NATO in opinion of the
West that was accompanied with the
reduction of military and economic
support, and with refusal of EU to
precipitate its acceptance in structure
of organization.

In cooperation with Turkey the
countries of Transcaucasia and Cen-
tral Asia had taken into account the
following significant factors:

¢ Affinity of culture, religion, eth-
noses and language;

¢ Orientation to Turkish model
of development meant the construc-
tion of secular republic with Islamic
specificity, when orientation to Iran
- islamization of all sides of political
life, that obviously did not impose
the local elites;

¢ Advanced Turkish market econ-
omy and its economic successes. At
last, Turkic republics were attracted
by Turkey’s versatile connections
with the West, its deep integrity in
European economic, political and mil-
itary system. That is why the cooper-
ation with Turkey was very attractive
and very promising.

Development of military-political
relations between Ankara and Turkic
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republics has accepted the diversified
forms:

¢ an establishment of military con-
tacts between force departments of
the countries;

¢ training of members of special
services from these republics in Turk-
ish Police academy;

¢ signing of military contracts;

¢ deliveries and purchases of
arms, military technical equipment,
regimentals and equipment;

¢ rendering of various military help
and support;

¢ professional preparation of dip-
lomats from these countries in Tur-
key.

However, the most widespread
form of military-political cooperation
between Turkey and new countries
is the training of students from Turkic
republics in Turkish military educa-
tional institutions.

Training in similar educational in-
stitutions cannot be held out of NATO
standards and should render corre-
sponding ideological influence on
students. In turn, the relations of
Turkic republics with North Atlantic
block are also the original form of mil-
itary-political cooperation with Tur-
key as Turkey gradually tries to di-
rect these countries in influence orbit
of the West and actively promotes
their rapprochement with the West-
ern military structures and first of all
with NATO.

In August, 1994 during the stay in
Baku the Chief of the Joint Staff of
Turkey general D.Guresha proposed
the idea of combination of Azerbaijan
military constructing with NATO pro-
gram “Partnership in the name of the
peace”. The supreme military com-
mandment of Azerbaijan considers the
participation in this program as one of
steps on the way to integration into
NATO, and Turkey could become a
bridge, through which Baku would
adjust closer cooperation with it.

It is necessary to notice that
NATO in proper time enough had
operatively reacted on disintegration
of the USSR that was expressed in
creation of North Atlantic Coopera-
tion Council on which basis complete-
ly new form of co-operation — the pro-
gram “Partnership in the name of
peace” — had been developed.

The prior purposes of the program
are to prevent the creation of new mil-
itary block within the frameworks of
the CIS resisting to NATO, and also
counteraction to merge Central Asia
countries with Islamic world, espe-
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cially with those countries where or-
thodox Islam ideology dominates.
The alliance has allocated large as-
signments for their realization due to
which contacts of NATO with these
countries are actively developed and
joint programs in sphere of safety are
realized. During the year from time of
NATO invitation to wide cooperation
(since January, 11, 1994) the Frame
document was signed by all Central
Asia countries, excepting Tadjikistan:
Turkmenistan (on May, 10), Kazakh-
stan (on May, 27), Kyrghyzstan (on
June, 1) and Uzbekistan (on July, 13).
Later Azerbaijan and Georgia had
joined the program too.

The most efficient aid and sup-
port in forming of national armed forc-
es of Central Asia countries is ren-
dered by three member-states of
NATO: the USA, Germany and Tur-
key. These states since the first days
of diplomatic relations establishment
with the countries of region have
offered different variants and forms
of bilateral military cooperation and
that’s why the assistance in foreign
languages studying, military educa-
tion and development of principles
of modern armed forces construct-
ing — naturally according to NATO
standards is provided from their par-
ty. The role of Turkey in this triumvi-
rate is represented as extremely im-
portant even because it is located
much closer than others to instable
and crisis regions and therefore, un-
doubtedly, plays a role of the regional
deterrent.

At the end of 2000 Turkish mili-
tary commandment had applied with
offer to NATO to create in Istanbul a
staff of Quick Reaction Forces (QRF)
of alliance with zone of responsibility
that would include the Balkans, Cau-
casus and Central Asia. The struggle
against Islamic terrorism was pro-
claimed as the main goal of these forc-
es, however presently there is no
doubt, that it is called to provide “un-
impeded access” of the military-polit-
ical union of Northern Atlantic states
to hydrocarbon resources of the Cas-
pian region.

Turkey was going to allocate 3-rd
and 4-th Army corps deployed in
Istanbul and Ankara into QRF struc-
ture. Thus the first corps would be in
condition of the raised alertness. A
basis of QRF formation would make
about 1,5 thousand officers from the
NATO states. 50-60 thousand of mili-
tary men would support the QRF at
occurrence of crisis situations.
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Protection of Baku-Jeikhan oil
pipeline passing through Azerbaijan
and Georgia to Turkey is called by
the western both local experts as pos-
sible task. On April, 29, 2002 the Pres-
idents of Turkey, Georgia and Azer-
baijan had met in Trabzon for discus-
sion of pipeline safety. E. Shevard-
nadze, G. Aliev and A. Sezer had
signed the pact of safety, creating
conditions for reorientation of their
military structures to protection of oil
pipeline and the Eurasian energetic
corridor.

Thus Turkey actively tries to find
the ways of political influence or
deepening of cooperation in these
geopolitically important regions, es-
pecially through mechanisms of
NATO, which considers Turkey as
reliable political and cultural guide for
deep fortifying in region.

Military-political cooperation
of Turkey with countries
of Transcaucasia and Central Asia

Transcaucasia. Region of Cauca-
sus is traditionally in the list of Turk-
ish geopolitical priorities, where Tur-
key tries to fix political leadership, but
meets counteractions from the sides
of Russia, Iran, and in the last time
EU and USA. Turkey tries to use all
possible ways of strengthening of
own positions as in unilateral initia-
tives, as through membership in
NATO, which is the one of factors of
military cooperation intensification
from the side of Georgia and Azer-
baijan which are trying to adjust a
tight dialogue with the Western struc-
tures.

The expansion of military cooper-
ation with Turkey allows Azerbaijan
and Georgia to approach with NATO:
in this case Transcaucasia oil projects
get under protection of safety sys-
tem of the West.

Bilateral agreement signed in
August, 1992, and also a number of
agreements and the arrangements
made during the subsequent work-
ing meetings are the basis of Azer-
baijan-Turkey military cooperation.
The same year during the Nagorno-
Karabakh conflict and the further
escalation of the Armenian-Azer-
baijan confrontation, about 150 high-
ranking Turkish officers (mostly in
resignation) and thousands of vol-
unteers participated in military ac-
tions on the Azerbaijan side. In Turk-
ish military commandment there were
proposals to send 5 thousands of
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officers and soldiers into conflict
zone to support Azerbaijan. Never-
theless Turkish government refused
that plan and in many respects it was
connected to statement of the Com-
mander of CIS armed forces marshal
E. Shaposhnikov who rigidly de-
clared, that “...involving of the third
party in the conflict will result into
beginning of the Third World War...”

During the IV" summit of the
Turkic states in 1996 the next agree-
ment on military-technical coopera-
tion was signed. In the beginning of
1999 the messages on desire of Azer-
baijan to relocate the western military
bases on own territory began to ap-
pear. As the initiator of idea had act-
ed then the Council of the President
on foreign policy questions Vafa Gu-
luzade who had declared: “...I really
think, that Azerbaijan for safety main-
tenance should strengthen military
cooperation with the West. It would
be quite good for the beginning to
relocate US military base “Ind-Jir-
lik” from Turkey to Apsheron...”
However in the spring of 1999 the con-
versations about relocation of US
military base into Apsheron as had
sharply stopped, as well as had be-
gun.

Probably, it was connected to the
beginning of NATO military operation
on the Balkans and unwillingness to
open new “front” against Russia. It
is quite possible, that the game with
base relocation was worked out strat-
egy of the USA on intimidation of
Russia by new threat in the South for
reception of the certain concessions
in the East Europe.

However it only resulted into the
further activization of military con-
tacts between Turkey and Azerbaijan.
In February, 1999 Azerbaijan Minis-
ter of Defense Safar Abiev visited
Turkey, where the opportunities of
signing of military agreement between
two countries were discussed. After
ameeting with Turkish officials Abiev
noted, that “alongside with other
problems we discussed opportunities
of creation of the military union be-
tween Baku and Ankara, similar to the
agreement between Russia and Arme-
nia”.

In September, 2000 Minister of
Defense of Turkey S. Chakmakoglu
had paid an official visit to Baku. The
intergovernmental agreement “About
cooperation in the field of defensive
industry” was signed by results of
bilateral negotiations where the ac-
cent on application of Turkish experi-
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ence in development of Azerbaijan
military complex was made. In the
long term the sides assumed to carry
out joint army exercises, to adjust reg-
ular military-technical cooperation,
including co-production of some
kinds of military technical equipment
and arms, in particular, organization
at the Azerbaijan enterprises of man-
ufacture of aviation rockets and mo-
tors.

Turkish military experts directly
participate in development and real-
ization of plans of constructing of Az-
erbaijan armed forces. There is also
an agreement between Baku and An-
kara on education and preparation of
Azerbaijan militarians in Turkey. Pres-
ently over 400 Azerbaijan militarians
are trained in Turkish educational in-
stitutions, and up to 70 Turkish offic-
ers, in turn, are totaled in the Azer-
baijan army. It had already been men-
tioned above, that official Baku sup-
ports transformation of Azerbaijan
army to standards of NATO.

Nowadays fears are caused that
military cooperation between these
two states in more and more growing
degree takes the form of the geopolit-
ical military union created under pa-
tronage of NATO with obviously ex-
pressed anti-Russian orientation.

As to Georgia, despite of it’s not
Turkic and not Muslim origin, Tur-
key always considered it as a zone
of own geopolitical and economic
interests. Georgia is a convenient
corridor in the Eurasian region; an
oil pipeline to the Baku-Tbilisi-
Jeikhan, and in the long term possi-
bly the Great Silk Way will pass
through its territory. In turn for Geor-
gia Turkey is a door opening ways
to the West and NATO respectively.
Having obtained the independence,
Georgian government lives through
different difficulties and seeks for
the ways to escape Russian control.
Similarly to Azerbaijan, it indefatiga-
bly tries to find the ways of the fur-
ther strengthening of contacts with
NATO, and being President of Geor-
gia E. Shevardnadze once even ex-
pressed the readiness of his country
to participate in that block. Georgia
insisted on that instead of Russian
peacemakers in Abkhazia the divi-
sions of NATO had to be placed.

In 1997 the agreement of cooper-
ation in military area was signed be-
tween Turkey and Georgia. Accord-
ing to that agreement, professional
training for the Georgian armed forc-
es in Turkish military educational in-
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stitutions is conducted. On April, 15,
1998 the Memorandum of mutual un-
derstanding in questions of military
cooperation between the Ministry of
Defense of Georgia and the Joint Staff
of armed forces of Turkey was signed
for development of that military
agreement.

In that document the strategic mil-
itary partnership between two coun-
tries was declared. It provided ren-
dering of assistance from the side of
Turkey in formation of material base
and in professional training of Geor-
gian armed forces. In the same year
for development of military-political
cooperation Georgia received from
Turkey the grant of 5.5 million dollars
on repair of military objects, purchase
and perfection of military equipment,
building of educational center of Geor-
gian military academy and financing
of the Georgian army. Ankara accept-
ed the obligations to finance the mod-
ernization of polygon in Gori to pro-
vide professional training in Turkish
military educational institutions, and
also to build some military objects.

Besides Turkey provided military
deliveries for Georgian army, in par-
ticular, it was declared about handing
to Georgian boundary forces of sev-
eral high-speed boats for protection
of Georgian sea borders after with-
drawal of the Russian frontier guards
from Georgia.

The special place in bilateral rela-
tions of Turkey with the states of
Transcaucasia is occupied with Ar-
menia, which is considered to be one
of the most significant barriers for
Turkish regional leadership.

During already almost ten years
between Turkey and Armenia have
not carried out the diplomatic rela-
tions, as Ankara does not wish to
admit the fact of genocide of Arme-
nians in 1915. In addition, in 1993 after
the beginning of Nagorno-Karabakh
conflict Turkey had closed the bor-
der with Armenia and thus had
shown the solidarity with Azerbaijan.
One more irritating moment in mutu-
al relations of Turkey and Armenia
is the Russian factor. Ankara is dis-
satisfied that Yerevan in exchange
for the guarantees of the safety ac-
tively supports military cooperation
with Moscow. Presently there are
some reasons of economic character
that are able to bring two sides —
Turkish and Armenian — to peaceful
dialogue, but it is difficult to predict
military cooperation in medium-term
perspective.
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Central Asia. In Central Asian
region Turkey meets some political
barriers and as a whole cooperation
with each of Central Asian country is
characterized as dissimilar and limit-
ed by external political factors and in-
terests of regional powers.

The most effective cooperation in
military range among Central Asian
states Turkey carries out with Repub-
lic of Kazakhstan. The first military
agreement between Turkey and Ka-
zakhstan had been signed during the
IV" summit of the Turkic states in
1996. Further it was supplemented
with a number of other agreements
and arrangements. So, on March, 15,
2002 defensive departments of two
countries had signed the agreement
on military cooperation on 2002. The
document had been signed during the
visit of Chief of the Joint Staff of
armed forces of Turkey H. Kyvryko-
glu to Astana where he had dis-
cussed with the President of Kazakh-
stan N.A.Nazarbaev “the prospects
of military and technical partnership
of two countries”. The Kazakhstan
Press-secretary had noted, that the
signed plan of military cooperation
provided the further interaction of air
and naval forces of Turkey and Kaza-
khstan, and also the training of Kaza-
khstan students in Turkish military
educational institutions.

In 2002 Ankara planed gratuitous-
ly to allocate to Kazakhstan armed
forces about 1 million dollars, and
these means had to be spent on the
equipment for Special Forces of Ka-
zakhstan army. Since 1998 Turkey had
allocated to Kazakhstan already more
than 2 million dollars. Presently in
Turkish military institutions over 56
Kazakhstan students are trained.

As a whole there is need to un-
derline that Turkey has no prospects
for deepening of military cooperation
in unilateral initiatives due to geopo-
litical strategic interests of Russia,
which is number one military partner
for Kazakhstan. But Turkey can use
its membership in NATO, which step
by step deepens military and political
cooperation with our country
through EAPC and directly being in
Central Asia at Kazakhstan borders.

The second sufficient military-po-
litical partner of Turkey in Central
Asia is Turkmenistan. Turkmenistan
had fixed in the military doctrine, that
it did not consider any state as ene-
my and that’s why did not signed the
Agreement on the Concept of military
safety, and also Agreement of Collec-

tive Safety and a number of other doc-
uments of the CIS on questions of
united military policy.

However, at the same time Turk-
menistan entered strategic partner-
ship with Russia and presently solves
a lot of military questions on bilateral
basis, including the protection of the
borders. It is remarkable, that a lot of
Russian military officers serve in its
armed forces, and the Chief of opera-
tive group of military department of
Russia at Ministry of Defense of
Turkmenistan and Commander by
boundary armies are included in struc-
ture of Council of Defense and Na-
tional safety of Turkmenistan.

One more feature of Turkmenistan
armed forces reformation process is
that its officers study in military
schools not only in Russia, but also
in Turkey. The administrative board
of the supreme and average link of
military departments of Turkmenistan
almost in full complement had train-
ing preparation (or retraining) in the
corresponding Turkish centers. Some
military structures are reorganized on
Turkish model, for example, the militia
is transformed into police department.
Military departments and special ser-
vices of two countries actively ex-
change with corresponding informa-
tion.

Turkmenistan tries to play a dou-
ble game in military policy — not de-
nying the political ambitions of Rus-
sia in region and allowing the enter-
ing of new players for the amplifica-
tion of foreign assistance in military
safety guarantee or in case of change
of geopolitical situation in region.

As to other countries of the Cen-
tral Asia (Uzbekistan, Kyrgyzstan,
Tajikistan) military-political coopera-
tion of Turkey with them has not ac-
cepted those forms and scales as co-
operation with Kazakhstan and Turk-
menistan. The reasons of low active
military cooperation lay in the field of
diplomatic problems.

In example of Uzbekistan close
military-political cooperation between
two states had been adjusted in the
beginning of 1990" years, and by 1994
the significant amount of cadets and
officers of the Uzbek army was trained
in Turkey. However due to Turkish
authorities in 1994 had given a politi-
cal asylum to many leaders of oppo-
sitional to the government parties
“Birlik” and “Erk”, all military stu-
dents were withdrawn from Turkey
together with students of others in-
stitutions. Moreover, from Turkey the

ambassador of Uzbekistan in Ankara
was withdrawn too.

The basic form of military-politi-
cal cooperation of Turkey with Kyr-
gyzstan also is preparation of the of-
ficer staff. However in many respects
this preparation is carried out in oth-
er foreign countries, basically in Rus-
sia (on a basis of rather friendly and
warm Kyrgyz-Russian relations).

As to Tajikistan, cooperation of
Turkey with this country in military
area (and in any another) is not mean-
ingful owing to instability in it and
incessant conflicts on interclan
ground. Besides Tajikistan is includ-
ed completely into an orbit of sphere
of influence of the Russia.

Thus, 90" years have clearly
shown, that Turkey is capable to be-
come one of the main partners of the
countries of Transcaucasia and the
Central Asia in sphere of political,
economic, cultural-ideological and
military-political cooperation.

For today it is possible to define
the following aspects of military co-
operation of Turkey - Caucasus and
Central Asian countries:

¢ Training of staff of armed forc-
es of region countries in Turkish mil-
itary educational institutions;

¢ Technical assistance from Tur-
key for modernization of defense es-
tablishment in countries of region;

¢ Economical aid for development
of defense establishment in countries
of region;

It would seem, that all conditions
for preservation and further escalat-
ing of the presence and influence in
these two strategically important re-
gions, for restoration of the former
greatness were created for Ankara.
However there are a lot of the factors
that negatively influence on Turkish
policy in regions.

- First, the role and influence of
Russia and, in particular, Iran which
develops rather dynamically in a coun-
terbalance of economic stagnation in
Turkey have increased. Such prob-
lems as a kurdish question, internal
struggle between supporters of Islam-
ic and secular ways of development,
and also growing contradictions from
EU concerning acceptance in the Eu-
ropean structures, distract significant
material-financial and political re-
sources of Ankara that does not al-
low it to undertake active actions in
the Turkic countries. Presently the
continuation of “brotherly” relations
of Turkey with heads of the states of
Transcaucasia and the Central Asia
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and local elites, or new course to em-
phasize on oppositional Islamic forc-
es inside these states mainly depend
on internal political situation. In case
of realization of the second “strate-
gic line” interests of Ankara in the
greater degree will collide the inter-
ests of Teheran which traditionally
emphasized on the cultural-ideologi-
cal (Islamic) factor.

- Second, struggle for these re-
gions today is entered by giants of
the Western world in the head with
the USA which in the beginning of
new century have directly started
their economic and military-political
development. It means that function
of Turkey as potential “bridge” and
“springboard” between new Turkic
countries and the West is reduced
actually to zero. It is strengthened by
military appearance of NATO forces
in some of Central Asian countries
and Turkey has no chances to active
influence in region in medium-term
perspective. But it is necessary to
note that Turkey is NATO member-
state, which is involved in postcon-
flict adjustment in Afghanistan that
allows Turkey to provide military ap-
pearance in Central Asian region
through NATO initiative in ISAF, so
there are some facts that can indicate
possible activization of Turkish mili-
tary policy in region.

Turkish policy in context
of geopolitical interests
of EU-USA-NATO in region

In spite of the fact that Turkey
has not completely justified former
hopes of the West countries, they
assign to it already new hopes in a
context of quickly varying conditions
of global development. The main role
of Turkey will consist not in assis-
tance of integration of the countries
of Transcaucasia and Central Asia
with the western structures as such
integration already has actually tak-
en place in the form of all-round pres-
ence of the West in these regions
and partially NATO, but in mainte-
nance of separate elements of safety
of the West.

As separate elements of safety are
meant first of all energy safety direct-
ed on diversification of energy sup-
ply flows, and the military safety,
called to fence off the developed
countries of EU from numerous “cen-
ters of instability”, and these safety
making parts are closely bounded
among themselves.

As example can serve realization
of the project of oil pipeline Baku-
Jeikhan worked out as a counterbal-
ance of the Russian monopoly for
deliveries of power resources, and
also creation of the special military
parts, called to provide protection and
safety of this pipeline. Financial re-
coupment of the given project in
many respects is connected to con-
nection to it of Kazakhstan and Turk-
menistan and consequently the coun-
tries of the West in the head with the
USA will do all possible further to in-
volve them in own structures and to
promote strengthening of communi-
cations with Turkey, including mili-
tary-political, most likely through
structures of NATO, which consid-
ers Central Asian region as important
geopolitical center to influence the
situation in Afghanistan. Thus NATO
can be expected in a sense as politi-
cal catalyst for deepening of military
cooperation of Turkey with Turkic
republics of Central Asia.

Turkish policy in Central Asia has
its features, which do not allow Tur-
key to stress on Islamic identity with
new countries as Iran — so as Islam is
considered to be one of the signifi-
cant barriers for entering in European
Union, so Turkey tries to seek for oth-
er ranges in bilateral relations.

Turkey is strategic partner of the
USA, however the US part reasoning
from own national interests consider
Turkey as important element of geo-
political operational system in Middle
East region, but not in Caucasus or
less in Central Asia. The USA contin-
uously undertake political, diplomatic
and geo-economic efforts for orienta-
tion of Turkey to Middle East, as scene
of military and political stressing, and
example to it is US military operation
in Iraq. But the problem is concluded
not only in presence great military-
political tasks in the Middle East, but
and growing apprehensions in the
USA in relation of Turkish military and
radical political interference in South
Caucasus.

By opinion of the US side an ex-
istence of Armenian-Azerbaijan prob-
lems, Turkish military presence in
Georgia and geopolitical pretensions
of Turkey in North Caucasus can re-
sult into problems for the USA that
will limit their own opportunities in
this region. In the USA recognize, that
one of the most important barrier of
strengthening of Turkish presence in
South Caucasus is unadjustment of
Turkish-Armenian relations.

The USA did not experience an
enthusiasm corresponding to politi-
cal intentions of Turkey in regions of
Caucasus and Central Asia in previ-
ous 13 years. Practically the USA did
not support Turkey’s purposes to fix
its monopoly and dominating leader-
ship in given regions. The USA were
interested in formation of ideology of
Pan-Turkism, as cultural doctrine, in-
cluding economical aspects, but in no
way as geopolitical doctrine.

The USA earnestly enough had
demonstrated their concernment in
limitation of geopolitical part of Pan-
Turkism doctrine. It appeared as the
main factor of failure of Turkey’s plans
on creation of Turkish empire in Cen-
tral Eurasia. Turkey’s participation in
military operations of NATO on Bal-
kans and USA’s in Afghanistan did
not result to strengthening of Tur-
key’s influence in these regions, and
just put Balkan states, Central Asia,
Russia, Iran and China on their guard.

The USA were interested first of
all in development of relations be-
tween Turkey and states of Central
Eurasia, hoping on demonstration of
successes and advances of secular
Turkish model of State system and
social structure for Moslem states of
these regions. Turkey was always
connected with USA by geo-econom-
ic projects in Central Eurasia —
GUUAM, TRACEKA, energetic com-
munications and other projects of glo-
bal idea of “Eurasian corridor”. At the
same time the USA always bewared
that active political and military-po-
litical entering of Turkey in given re-
gions would challenge strong coun-
teractions of other powers that would
lead to possible interference of USA
in new regional conflicts, in regional
arms race and etc. The USA used par-
ticipation of Turkey in force demon-
stration in several cases, and also in
realization of some projects of mili-
tary-technical cooperation with Geor-
gia and Azerbaijan.

There are obvious signs that after
September, 11 military-political gov-
erning body of Turkey came to a con-
clusion that more propitious condi-
tions for realization of “the second
expansion step” in Central Eurasia
were created. Turkey again hopes on
the USA’s support however present
period coincided with deep economi-
cal and state-political crisis, which
shows not clear prospects. Turkey is
disabled to realize military plans even
in conditions, when it became mostly
close to the USA as strategic partner.
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Besides, in spite of expectations
to become Eurasian superpower un-
der support of the USA, Turkey gets
into more deep geopolitical isolation
— Turkey is surrounded with political
enemies or with states, which are in
fear from its expansive military pro-
American development.

The US geopolitical task in rela-
tion of Turkey’s presence in Cauca-
sus-Caspian region is maintenance of
tension in geopolitical triangle Rus-
sia-Turkey-Iran. In particular such sit-
uation, and not military and political
domination of Turkey will allow the
USA to realize effective policy in giv-
en region.

Conclusions

It is possible to make some con-
clusions in relation of Turkish military
policy in Central Asia and Transcau-
casia. Obviously it is seen, that Tur-
key as NATO member-state promotes
alliance strategy in region in context
of technical support to brother Turkic
nations. Any military-technical and
economic aid to development of de-
fense-ability regions’ states brings
some discrepancy in technical equip-
ment of armies and ideological con-
trariness of militarians, especially in
states-members of Agreement of Col-
lective Safety. At the same time Tur-
key tries to impose its model of inter-
actions between Turkic countries,
that especially interesting with lead-
ing role of Turkey.

Rough enough and aggressively
selective is Turkey’s policy in Cauca-
sus, that results in intensification of

ethno-political conflicts in region,
that is seen in Nagorno-Karabakh
conflict.

Turkey — is enough active mem-
ber of North Atlantic alliance, and
technical support to Central Asian
and Caucasus countries is carried out
under the aegis of NATO, training in
Turkish military institutions is held by
NATO standards. Presently the fol-
lowing question is in great interest:
what new approaches and ideas Tur-
key can suggest to NATO on Central
Asian and Caucasus direction? After
Istanbul Summit Turkey step by step
begins become aware in new role: as
guide making way to Muslim world
for NATO.

¢ Military policy of Turkey in re-
gions meets sufficient barriers in bilat-
eral relations and political counterac-
tions from the sides of regional pow-
ers such as Russia, Iran and China;

¢ Turkey is not able to carry out
independent unilateral military policy
in these regions beyond the strategy
of NATO due to the interests of the
USA and EU countries;

¢ Military policy of Turkey is not
able successfully diversify without
complete material and political sup-
port of the USA and NATO;

¢ Military policy of Turkey is un-
der strict control of the USA, which
consider these regions as vitally im-
portant;

¢ Turkey is not confident, that its
sufficient spending in range of mili-
tary-technical support to the states
of Central Asia would result in
strengthening of its political and eco-
nomical influence.

Turkish participation in operation
in Afghanistan raised a little its author-
ity and allurement for Central Asian
countries. Therefore, Turkey is con-
sidered in USA, as example and model
of secular state for the states of Cen-
tral Asia and Middle East, that is more
important for the USA than strength-
ening of its military presence in Cen-
tral Asia.

It is obvious, that failures of tries
of Turkey to realize political and mili-
tary entering in regions of Central Eur-
asia will be noted by Turkey and its
policy in these regions will come more
complex and versatile.

Having studied the conditions of
south Caucasus, Central Asia and
Caspian region Turkey has under-
stood, that without military presence
no any superpower, a including the
USA and Russia, cannot fix own po-
sitions thoroughly. Turkey works out
plans on realization of rational poli-
cy of military cooperation and mili-
tary presence in given regions. Ac-
tivity experience of Turkish military
contingent in Afghanistan, working
experience of Turkish military instruc-
tors in Georgia and Azerbaijan is be-
ing especially studied. In Turkey
understand, that it is necessary to
develop different approaches in as-
pects of military presence in states
of given region, with account of their
relations with other powers, internal
political regime and social-economi-
cal conditions. Turkey is able to re-
alize these plans exceptionally in
context of close cooperation with
USA and at certain approval from the
side of NATO.
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INTRODUCTION

ussian-Georgian relations gained an impe-
tus for change after Saakashvili had risen to
power in Georgia. The metamorphosis at the
top political level and the ensuing change
of Thilisi’s foreign policy pushed Moscow
» -~ to take a firmer stance.

Presently Russia and Georgia continue the game of
position; Georgia is seeking to secure its national inter-
ests and assume a more influential role in the region and
Russia is trying to regain control over the provinces it
once controlled.

The first priority for the Georgian government is to
restore the territorial integrity of the country by an-
nexing South Ossetia and Abkhazia. In doing this, all
the stakeholders face certain complications, particularly
due to Russia’s presence in these two territories. Thilisi
views Moscow as adding to the conflict rather than be-
ing a mediator. In light of this, Georgian authorities seek
to increase the number of observers from OSCE and oth-
er international organizations, and to have other world
powers, particularly the United States, involved in the
settlement process. Because Moscow is not interested
in immediately resolving the problem of the unrecog-
nized states in the South Caucasus and the situation is
becoming increasingly intolerable, the scenario where
Russia will be ousted from the region is becoming more
and more likely.

RELATIONS BETWEEN RUSSIA AND GEORGIA

Presently Russia and Georgia have several principal
issues that need to be settled:

- the absence of a border between the two coun-
tries, which makes it impossible to control cross-
border movements, particularly by Chechen
guerrillas (Pankisi Gorge is definitely the most
notorious site of illegal movement across the
borders);

- territorial issues, i.e. the return of Georgia’s lost
territories (South Ossetia and Abkhazia);

- Russian military installations in Georgia; and

- some energy sector issues.

At the same time, Russia’s freedom of action in the
Caucasus is restricted by:

- a limited number and armament of its troops in
the region;

- limited funding of the peacekeeping mission;

_ the absence of an efficient system to deter and
prevent incursions at the border; and

- the absence of a clearly formulated policy to-
wards Georgia and its opponents on the issue of
annexing South Ossetia and Abkhazia.

It is clear to Moscow that by taking an active stance
and siding with either party it will expose its own territory
to the risk of war. Therefore, it sticks to a wait-and-see
position in the North Caucasus.

The political strategy of Georgian President Mikhail
Saakashvili can be characterized as “violence without
bloodshed”. This strategy was best shown by the swift
and efficient removal of the lawful head of Ajaria, Aslan
Abashidze, without provoking bloody clashes or indig-
nation from his supporters. At the same time, Saakashvili
realizes that his policy to regain the lost territories needs
external support, which must be strong enough to con-
vince South Ossetia and Abkhazia that Tbilisi’s inten-
tions are serious.

Saakashvili’s style is to create conditions that lead his
opponents into making errors. This is how he defeated
Shevardnadze, whose whole policy eventually turned out
to be created from a chain of errors. Next, Saakashvili used
this tactics against Abashidze with even greater success,
and now hopes to outmaneuver the authorities of South
Ossetia and Abkhazia the same way.

As for Russia, it should be interested in putting an end
to the conflict in the South Caucasus since these problems
affect the situation in the Russian North Caucasus.

The pro-American mindset of Saakashvili’s govern-
ment is evident from its regular statements proclaiming
that Moscow is responsible for all internal and external
problems faced by Georgia, and especially from the coun-
try’s intention to join NATO, voiced by the President.
Moscow’s problem is its outdated way of thinking: it
seems to be stubbornly relying on blue helmets (i.e. the
CIS peacekeeping force) instead of seeking to mount a
pro-Russian lobby.

At the same time, Russians realize that to be able to
exert real influence in the region, they need to invest in
local power systems and other forms of infrastructure,
and not only stir up feelings of national liberation. In
this context, predictable Saakashvili is a much more pref-
erable figure to deal with, compared with the shifting
regimes created in pursuit of a goal which is no longer
relevant.

The two different players, Abkhazia and South Osse-
tia, are now playing by the same rules. Their enemy is not
Georgia, it is political oblivion. In this sense they are
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both interested in escalating their problem, or finally hav-
ing it resolved, and will benefit from any additional ten-
sion around the situation. Both Sukhumi and Tskhinvali
are compelled to use the same rhetoric with the same
refrain: “war is at hand!” Otherwise, they are likely to
be forgotten and lose all of what they have achieved in
the international scene.

Unlike Ajaria, both the “legitimate” Abkhazia and “il-
legitimate” South Ossetia will not return to Georgia in the
near future. This issue has not been closed, just frozen for
a long time. Given the current rules of the game being
played called “territorial integrity”, the problem is defi-
nitely unsolvable. The two unrecognized states have been
left alone, and this is probably their only achievement.
Not recognized by the international community, they cher-
ish hope of aid from Moscow.

The political triangle of one party struggling for terri-
torial integrity, the second asserting its role as integral to
Caucasian politics, and the third trying to attract interna-
tional attention to its independence, which in fact is not
threatened at all, will remain a viable structure for the next
three years.

The socioeconomic situation in South Ossetia and
especially in Abkhazia is quite difficult. Should Georgia
annex Abkhazia, it will become a heavy drain on the coun-
try’s resources for years, virtually with no payback. Geor-
gia is definitely not in a position to pay such a price for its
integrity, not to mention the potential military cost.

By now the situation with the presidential elections
in Abkhazia has passed its critical point. This was in part
due to indirect interference by President Saakashvili, who
declared that Tbilisi’s objective was to liquidate the un-
recognized republic and return it under the control of
Georgia. Both Abkhazian candidates were not comfort-
able with this stance and, as a result, Sergei Bagapsh
and Raul Khajimba merged their efforts in the struggle
for the country’s main post. The merger of the two rival
forces allowed Abkhazia to avoid the real threat of a civil
war, which would have grown into a regional conflict in
time.

Thilisi’s tactics in this situation is based on the fol-
lowing two points:

- Georgia does not recognize the presidential elec-
tions in Abkhazia; and

- Georgia is ready for a dialogue with whoever rep-
resents Abkhazia.

The question is how long Georgia will resist the temp-
tation to openly meddle in the conflict. One cannot ex-
clude that shortly after the elections Georgia will attempt
to escalate unrest in Abkhazia in order to create an excuse
for an invasion. In this scenario, the formal cause for inva-
sion will be the need to protect ethnic Georgians in the
Galsky area, which still remembers clashes and a Georgian
exodus that had followed the local “parade of sovereign-
ties”.

South Ossetia has a somewhat quieter political situa-
tion and higher living standards compared with Abkhazia.
The mainstay of the local economy is the Roksky tunnel
under the main Caucasian range, which is a major route for
smuggling goods into Russia. Any initiative to close down
this hotbed of smuggling from either Georgia or Russia
will automatically lead to major discontent and a decrease
in the people’s incomes in South Ossetia.

If Georgia succeeds in bringing South Ossetia under
its control, it will have to close the Roksky tunnel and, at
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the same time, invest in the creation and development of
infrastructure and industry in South Ossetia. At this stage,
such a plan is definitely unfeasible for Georgia.

Currently, Thilisi views the restoration of the coun-
try’s territorial integrity as its paramount task. Authori-
ties feel a distinct lack of professional politicians capa-
ble of making adequate and correct decisions and fore-
seeing all their consequences. Tbilisi realizes that the sit-
uation calls for urgent measures, but it cannot afford to
make impetuous steps or errors. In general, Georgia’s strat-
egy for regaining control over the lost territories appears
unsound, as is evident from recent actions.

Today, Russia has no lobby in Georgia, nor does it
enjoy sympathy from any of the local political parties. It
should be emphasized that the absence of pro-Russian
or at least sympathetic forces in Georgia is equally detri-
mental to the interests of both nations. In the absence of
such political buffers, the bilateral Russian-Georgian re-
lations will continue to follow a course of radicalization.
Moscow should not miss its chance to create a pro-Rus-
sian lobby. If Georgia fails to achieve tangible political
and economic improvements in the next six months, the
population will grow sympathetic towards Russia. This
will provide a basis for:

- mounting a pro-Russian lobby in the Georgian
government; and

- forming a pro-Russian wing within one of the
local political parties.

These foreign policy efforts aimed at stabilizing the
situation in the Caucasus should be accompanied by fur-
thering Russian energy sector interests through invest-
ing in the region.

For example, after buying the Batumi and Poti ports,
gas pipelines and power grids, Russian companies will be
able to control oil flows in the region and the situation in
Transcaucasia. This could be used as a tool to exert con-
trol over Azerbaijan, Georgia and Central Asia.

In this respect the position of Moscow is clear: pur-
chasing state monopolies and privatizing the economy in
Georgia by Russian corporations means expanding Rus-
sian control over the Caucasus. This course of action is
likely to lead to a situation in which Russia will be able
to use economic pressure to control the situation in Geor-
gia in both geographical and political aspects.

Russia’s private sector has already started serious
preparations for buying strategic objects with supporting
infrastructure in Georgia. When purchasing strategic ob-
Jects, first of all, seaports, Moscow will make every effort
to retain the Batumi military installation which is neces-
sary for protecting Russian investments.

Therefore, Russia, by applying various tools to exert
pressure (supplies of gas and electricity, conflicts in Abk-
hazia and South Ossetia) will try to preserve the Batumi
base as a military installation at all costs. Moscow esti-
mates its chances quite realistically. A recent proposal to
transform the military installation at Batumi into an anti-
terrorist centre will most probably be declined, because in
such a capacity it will not be able to protect the growing
Russian economic interests in Georgia.

It should be noted that today, as never before, the
economic relations between the two countries are deter-
mined and directly dictated by big politics.

Finally, it has become clear to Moscow that the Rus-
sian contingent in Armenia will be totally isolated should
it hand over to Tbilisi the military installation at Batumi
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(the main supply channel for Russian troops deployed in
Transcaucasia). Its presence will become useless, as the
whole chain of military bases along the borders of the
former Soviet Union will be broken.

EXTERNAL FACTORS

Political processes in the Caucasus have long attract-
ed the attention of the United States. In August 1993, J.
Collins was appointed special coordinator for settling
conflicts in the CIS, and the respective unit was created
within the Department of State. Virtually these decisions
marked the beginning of the US long-term course of ac-
tion towards replacing the “internal” peacekeeping in the
CIS with the “international” one, in which Russia would
be robbed of its dictatorial role. In line with this course,
the United States has become an active member in the
OSCE Minsk group for settling the Karabakh conflict.

As for the geopolitical component, the priority of the
United States in Central Asia has been to ensure that the
foreign policy of Kazakhstan and Uzbekistan, the region’s
most important players, was as independent from Rus-
sian influence as possible. In Transcaucasia, the same
emphasis was placed on Georgia and Azerbaijan.

In the mid-1990s, new dimensions were added to the
US Caucasian politics, with the energy (petroleum) com-
ponent being the most important one. To implement the
geopolitically beneficial routes of the Baku—Ceyhan and
Baku—Supsa Caspian pipelines (bypassing Russia) Wash-
ington needed to uphold the stability in the regions where
the pipelines were to be laid.

Declaring the Caspian and Caucasian regions as an
“area of vital US interests”, Washington formulated these
interests as follows:

- to strengthen the independence of the countries
in the region (including independence from Rus-
sia);

- to reduce the possibilities of regional conflicts
by involving these countries in international eco-
nomic co-operation;

- to enhance the energy safety of the United States
by using the resources of the Caspian; and

- to expand the opportunities for US corporations
in the region.

Washington realizes that if the main pipelines are laid
through Russian territory to Russian Black Sea termi-
nals in Novorossiysk, Moscow will dominate in the re-
gion without the need to openly demonstrate its military
force. According to this scenario, Russia will be able to
take the position of power in sharing the region’s ener-
gy Teserves.

Therefore, it is critical for the United States to ensure
that two pipelines are built, one through the Caspian to
Azerbaijan and then to the Mediterranean, and one
through Afghanistan to the Arabian Sea. Only in this way
can the United States prevent Russia from establishing
control over the region. Meanwhile, Georgian authorities
hope to solve their problem of territorial integrity while
acting as a promoter of US policy.

It is clear, however, that currently Russia is the only
country that has the capacity to transport the majority of
oil produced in the region. Caspian oil and its transporta-
tion are also important cards in the Caucasian game. Pres-
ently, there are five main routes to deliver Caspian oil to
international markets:
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1. Baku—Novorossiysk;

2. Baku—Supsa;

3. Tengiz—Novorossiysk;

4. Atyrau—Samara,

5. Neka—Tehran.

Their total throughput capacity is expected to reach
122 million tonnes in 2015; the Baku—Tbilisi-Ceyhan (BTC)
pipeline is still under construction and is not included in
the calculation.

The Baku—Supsa pipeline can be discarded due to its
insignificant capacity, and the Iranian route is being oppo-
sed by the United States for political reasons. As a result,
Moscow gains a powerful tool to promote its policy in the
region, which is unacceptable to Washington. Thus, the
United States is placing an emphasis on Azerbaijan and
Georgia in its Caucasian politics. It might well be that the
United States has already started to implement a comprehen-
sive program to weaken Russia’s position in the region by
leading the Caucasian states away from Russian influence.

The Georgian government views joining NATO and
broadening its military co-operation with the United States
and other western powers as its priority strategic tasks.
This policy is openly aimed against Russia.

Therefore, the withdrawal of Russian troops from Geor-
gia will speed up the implementation of the above military
strategic plans, which goes against the interests of Russia.

The hope that the new Georgian administration would
take decisive diplomatic steps to force Russia to close down
its military installations in Georgia has not come true. This
became obvious after the peaceful resolution of the Ajari-
an crisis, when Moscow demonstrated its realistic under-
standing of both the potential of the Russian military pres-
ence and the strategic interests that other world powers
might have in Georgia. In addition, by not interfering, Rus-
sia worked to prolong the life of its two remaining military
installations. It is possible that Tbilisi will not touch this
sensitive issue for some time as a sign of appreciation.

In recent years, the future fate of the Russian military
installations in Georgia has been a permanent agendum in
the Russian-Georgian dialogue, and a strong irritant in
these two countries’ relations with the West.

Firstly, its military presence plainly indicates that Rus-
sia has strategic interests in the South Caucasus, name-
ly, Georgia. Moscow wants to be sure that under no cir-
cumstances will the Georgian territory be used by any
forces threatening Russian national security. It must be
acknowledged, however, that Georgia itself has no mil-
itary or economic potential to be a menace to Russia.
The real threat is in the foreign policy of Georgia's ad-
ministration that is gambling on the country’s geopo-
litical and military position.

Secondly, the priority of Russian policy in the South
Caucasus and Georgia is to find solutions for Abkhazia
and South Ossetia. The means with which Tbilisi intends
to tackle this problem are unacceptable to the inhabitants
of the two unrecognized republics (of whom 80-85% are
Russian citizens) and to Russia. The use of military force
to bring Abkhazia and South Ossetia under Georgian con-
trol is unacceptable as this will clearly cause a disaster. If
Georgia resorts to a forceful solution, Russia will have
grounds for an invasion to protect its citizens residing
in Abkhazia and South Ossetia.

This position was made clear after Georgia’s attempt
to start a military campaign against South Ossetia and the
tragic events in Beslan in September 2004. Any future
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attempts by Tbilisi to destabilize the situation in Abkha-
zia and South Ossetia or, moreover, take military actions
against them, will be resolutely opposed not only by the
local population but also Moscow, who has already de-
clared its readiness to launch pre-emptive strikes on ter-
rorist bases located outside Russia.

In this situation the role of Russian military installa-
tions in Georgia may increase tremendously. Russia is
determined to protect its citizens in Abkhazia and South
Ossetia, and this intention is no longer doubted after the
Beslan tragedy.

With the expected appearance of US military bases in
the Caucasus, coupled with the completed introduction of
“temporary” contingents in Central Asia, the United States
will virtually close the ring of its military presence around
Russia, which can easily be made permanent or boosted. In
the east, the United States already has a loyal ally, Japan,
who hosts the largest US overseas contingent.

In this context, the situation in Georgia can serve as a
barometer of the quality of the new Russian-American part-
nership. The two pivotal questions are, how far Washing-
ton is prepared to go to support the Georgian administra-
tion, and how Americans will react to changes in Abkhazia.

Ousting Russia from its traditional weapons markets
would be beneficial to the United States both commercial-
ly and politically, since supplies of certain types of weap-
ons automatically render the recipient dependent on the
supplier. Particularly, this is the case with the young CIS
nations whose armed forces are poorly equipped due to
financial difficulties.

It should be expected that the United States will seek
to create a so-called “advance operating zone” in Geor-
gia, where equipment and fuel will be stored, just like in
the Persian Gulf. Thus, Americans will have a “virtual
base” (a stock of equipment plus the friendly Georgian
military) in the region, without any diplomatic friction that
would have developed in connection with placing a per-
manent installation in a country where Russia already has
two military bases.

The US Department of State pursues the course of the
chosen foreign policy with an emphasis on oil transporta-
tion routes. At the same time, Washington makes attempts
to win over Armenia, Russia’s only strategic partner in
the South Caucasus, and exerts pressure on Azerbaijan.
The United States is determined to expand its influence in
the region and gradually weaken Russia’s position.

In conclusion, we could say that the United States
penetration of the region’s economy has the following
underlying political goals:

- to minimize Russia’s participation in the develop-
ment of the Caspian resources and oust it from
the regional transportation system;

- to create a “buffer zone” between Russia and
China by bringing South Caucasian and Central
Asian states under the political influence of the
United States; and

- to continue with the political and economic isola-
tion of Iran and to strengthen Turkey’s position.

POSSIBLE SCENARIOS

There are three possible scenarios that would settle
the dispute over the Georgian territories:
- Russia will recognize the independence of Ab-
khazia and South Ossetia and annex them;
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- Russia and Georgia will establish a protectorate
over Abkhazia and South Ossetia; or

- Georgia will bring Abkhazia and South Ossetia
under its jurisdiction, subject to certain agree-
ments with Russia.

Georgians make up nearly one third of the popula-
tion in South Ossetia, where Georgian villages alternate
with Ossetian ones. In the event that South Ossetia is
annexed by Russia, the problem of Georgian residents
will inevitably arise. Notably, this region has already
reached a dangerously high level of popular discontent
and implementing a Russian annexation will simply trig-
ger off another Caucasian war. Both Moscow and Tbilisi
acknowledge this.

Therefore Moscow, influenced by a strong lobby,
avoids speaking about a de jure annexation of South
Ossetia, and instead has adopted a strategy of de facto
annexation via implementing a visa policy and wide
granting of Russian citizenship to local residents.

In the scenario where Abkhazia joins Russia, this ter-
ritory should become independent first. Once recognized

by Russia as a part of Georgia, Abkhazia and South Osse-
tia would no longer be subject to plans of making these
territories Russian dependencies. Any such attempts will

qualify as aggression and work to escalate the conflict,
not to mention a negative international response.

It is very unlikely that Moscow will try to place Abk-
hazia under Russian protectorate. Both the legal consid-
erations and foreseeable consequences of such a scenar-
io allow us to discard it. There is no chance that a Russian
protectorate will be recognized internationally. One should
remember that, historically, dependencies have existed not
only by virtue of the will of a particular world power, but
also upon consent of the international community repre-
sented by the League of Nations, the UN, etc.

Any attempts to establish Abkhazia as a protectorate
of Russia will inevitably bring about frictions between
Russia and the international community. Therefore Rus-
sia will avoid exacerbating the situation, concentrating
instead on asserting its dominance in the region’s econo-
my and energy sector, particularly, with a view to install a
more predictable and controllable government in Georgia.

There is only one course of action open to Georgian
authorities: to recognize the residents of Abkhazia as Geor-
gian citizens, but to refrain from any forceful actions. It is
acknowledged by both Georgia and Russia that the rein-
tegration of Abkhazia will take years. However, there is a
chance that, by following this course patiently, Tbilisi will
succeed in returning Abkhazia under Georgian jurisdic-
tion in the medium-term.

On the other hand, the outlook for Abkhazia as an
independent nation is rather poor. This territory cannot
support an economy other than that of tourism and some
farm production. But the tourist industry requires stabili-
ty and investments, which will not come until Abkhazia
receives a definite legal status. The level of service cur-
rently offered by the local tourist industry is clearly inad-
equate. As for agriculture, any upsurge in this sector will
not be enough to close the gap in the financial and eco-
nomic system of the unrecognized republic.

Foreigners seem to be reluctant to invest in Abkhazia,
as they anticipate the reintegration with subsequent sei-
zures of all previous investments by the Georgian gov-
ernment. With this in mind, Georgian-Abkhazian relations
should develop in the following ways:
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- economic development, i.e. creating a sound in-
vestment climate to attract foreign capital to
Abkhazia and guarantee its safety;

internal Georgian policy towards Abkhazia, in-
cluding granting Abkhazia the rights necessary
to develop the territory and allowing adequate
representation in the Georgian government;
social sector development, i.e. Tbilisi should
promptly tackle the problems of pensions, social
allowances, unemployment, etc.;

energy sector development, which is expected to
solve the permanent problem of power supply in
Abkhazia and provide additional jobs to the pop-
ulation; and

interethnic relations, i.e. a thoroughly designed
state program should be put in place to maintain
an internal dialogue and mitigate confrontation
inherited from the late 20" century.

The problem facing South Ossetia is unlikely to be
resolved in the medium-term. The main obstacles are:

- resentment of the Ossetian people after the Geor-
gian-Ossetian conflict;

- absence of an efficient economic program that
would support the economy of South Ossetia at
an early stage and stimulate it;

- lack of funds for resolving the problems of South
Ossetia;

- the difference in living standards, which are higher
in South Ossetia; and

- the reluctance to grant South Ossetia more rights

~ compared with other Georgian regions.

A forceful annexation of South Ossetia is hardly feasi-
ble, since Georgia has no resources of its own to do so,
and the combat capability of its army is still low despite
optimistic reports by US instructors. However, due to a
well-organized PR campaign, the Georgian population
believes that Saakashvili’s administration is making sig-
nificant progress in all spheres including national defense.

On the other hand, in recent months the armed forces
of South Ossetia have been reinforced with Russian ar-
mor (concentrated in the Java area).
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It is clear to Thilisi that the authorities of South Osse-
tia are backed by Russian troops. In the event of a direct
Georgian offensive, the 58" Russian army deployed in
South Ossetia will be able to decisively resist it.

Georgia and South Ossetia seem to estimate their
strength realistically and understand that there will be no
winner should they engage in an open conflict. In addi-
tion, South Ossetia will certainly be supported by Rus-
sia while Georgia will have to rely on its small army,
limited budget and possible aid from the United States.

Theoretically, should Georgia succeed in regaining its
territories, it will serve as a catalyst of the same processes
that took so much to stop in the early 1990s. The territory
gained by Georgia will pose a challenge to other polit-
ical leaders in the South Caucasus who might feel obliged
to do something similar for their peoples.

For example, Azeri President Ilham Aliyev will defi-
nitely find himself in a more difficult situation than half a
year ago. He will be forced to radicalize his stance in the
Karabakh issue, and this in turn will result in additional
tension in the region.

Now, the Georgian authorities bear full responsibility
for the political, economic and social life of the country,
as they no longer have excuses, such as the absence of a
new parliament or the Ajarian problem. Today’s main fo-
cus is the economy. However, to date the government has
done little in this direction, promises apart. It should be
expected that by spring 2005, social tension will increase
in almost the entire Georgian territory. When this hap-
pens, the government’s attempts to impress the public
with successful foreign policies will be of little help.

Despite Tbilisi’s recent statements, Russia under-
stands that a stable Georgia is the key to a predictable
Caucasus, and therefore any changes in Georgia will in-
fluence Georgian-Russian relations. The conflict between
Russia and Georgia is likely to remain latent. Judging by
its recent moves, Georgia is trying to show Russia and the
United States that it has the potential to defend its nation-
al interests. It is clear, however, that its limited national
budget will not allow Georgia to take any radical actions
towards South Ossetia or Abkhazia.
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(Continued from No. 4, 2004)

Problems of Present-day China
and Ways to Solve Them

The political situation in China is
clear: the Communist Party of China is
not going to let the reins on govern-
ment slip, but, being affected by de-
veloping social processes it is reform-
ing itself as well as the entire commu-
nity democratically. At the same time,
the social and economic development
of the country is full of contradictions.

Usually research, when analyzing
the situation in present-day China, af-
ter itemizing the country’s numerous
and undeniable achievements in its
GDP, volume of foreign trade, calcu-
lation of the time it needs to leave Ja-
pan and the U.S. behind economical-
ly, proves that Beijing will inevitably
face problems that are difficult to
solve, which are likely to interfere in
the country’s realization of all it has
planned. In the end, China will be pre-
vented from accomplishing modern-
ization, becoming a world or regional
leader and having political stability
in the future.

Therefore, experts have inferred
that China is not being faced with ex-
ternal threats, but internal ones con-
nected with such phenomena like so-
cial stratification, regionalism, sepa-
ratism and a high pressure economy,
etc. It is admitted that until these
threats can be controlled by central
authorities, Chinese reform will fail.
Can we agree with this opinion?

After examining the situation in
October 2003, Russian expert analysts

ranked the risks and threats faced by
China as follows, starting with the
most dangerous':

1. The greatest negative challenge
faced by China is that the Chinese
community as well as the economy is
still in transition. This causes con-
tradictions between the economical
pluralism and the party’s monopoly
of power, which in turn causes the
main recessionary trends seen in
present-day China.

At the same time, it is evident that
there is nothing unnatural about this
transitional phase; such periods take
almost the majority of the history of
any social formation. As for China, it
would be really hard to deny the fact
that the communist party is wisely
governing economic reform and that
its activities are in no way detrimen-
tal to the social welfare; however,
China is preventing many negative
trends and prevailing over them.

2. Another dangerous threat that
may be observed in the future is con-
tradictions among the Chinese polit-
ical elite. “Resistance from a consid-
erable portion of former Communist
Party leaders to fasten reforms is be-
coming weak, yet is still obvious,”
according to the research analysts.

This statement is hard to agree on
after observing the trends that grow
within the Chinese ruling elite. They
have been undergoing certain meta-
morphoses for the last twenty years,
which involves both the personality
of'its members and the essence of their
activities. These changes, based on
the new economic realty in the Chi-

nese community that has been under-
going reforms for years, have revealed
themselves in the so-called “’leader’s
generation change” — retire of the third
elite generation and rise to power of a
new generation, headed by Hu Jin-
tao. However, it would be wrong to
state that the elite has become weak:
despite such challenges as the spread
of the mass movement Falungun, an
atypical pneumonia epidemics, grow-
ing confrontation around the Taiwan
Strait, etc., they have remained stable
and become much more consolidated
having shown their ability to with-
stand any adverse conditions.

The Chinese political elite is reform-
ing itself, but horizons of such reforms
are still not clearly seen. At the same
time the fact that the elite is interested
in its own survival provides them with
considerable consolidation and evo-
lutionary potential. A large portion of
the mass media stated that there was a
deep disagreement between “the old
cohort” of the Chinese leaders head-
ed by Jiang Zemin and the new gener-
ation led by Hu Jintao. Many observ-
ers believed that this disagreement in-
side the elite would last, since the coun-
try’s ex-leader, having left in March of
last year, remained as a chief of the
key body in the state — the Central
Military Commission of the CPC. The
latest staff appointments within the
party must dispel any doubts concern-
ing the lack of unity among the elite.

The recent Plenum of the Central
Committee of the Communist Party of
China (Plenum IV of the CC CPC of
the sixteenth convocation on Septem-
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ber 16-19, 2004) adopted the “Reso-
lution on the Resignation of Comrade
Jiang Zemin from the Post in the Cen-
tral Military Commission of the Com-
munist Party of China.” Surely, Hu
Jintao’s candidacy for this post was
immediately approved. The Chinese
ex-leader is likely to vacate his office
in the Military Commission next year;
the National People’s Congress
should approve his application for
resignation at its regular session.

All of the above mentioned allow
conclusion that the ruling elite pos-
sess considerable resources to devel-
op and strengthen it, which will sure-
ly help to reserve its power in the
country for the medium-term and main-
tain stability in the society despite the
probable outcome of reforms within
the party.

3. The Party’s course of action for
“uneven development”, which Beijing
was forced to accept on Deng Xiaop-
ing’s initiative, has been causing a lot
of problems. According to this course,
wealth is not more evil and it will have
a positive effect on the country if a
portion of the society becomes well
off faster than the other, since it is
impossible to provide each part of the
society with an equal opportunity to
improve its living standards simulta-
neously with the other. Thus, it was
declared that there would be unequal
living standards in the country. As a
result, a great gap between the levels
of development of various social
groups and regions can be observed
in the country, which presents a real
problem.

The problem has two levels. The
first level is the stratification of soci-
ety. Two obvious layers in society
have appeared as a result of years of
reforms: the really rich and extremely
poor. According to official statistics,
the latter makes up 3 percent of the
total population (they accounted for
25 percent twenty-five years ago). Ten
percent of the poorest families in Chi-
na own 1.4 percent of the total vol-
ume of property, whereas 10 percent
of the richest families own 45 percent.

It is indicative that poverty used
to be associated only with villages.
According to the Asian Development
Bank, today the number of townspeo-
ple whose income is lower than the
minimum level of subsistence, which
is rather low too, reached 37 million
(or 8% of the total number of towns-

people in the country). The difference
in income between townspeople and
villagers is 3.24:1. In addition, the
unemployment rate is increasing, even
though the GDP growth rate is 7 per-
cent and ten million new jobs are cre-
ated each year. At the same time, the
number of people annually dismissed
from public industries and officially
registered as unemployed is in excess
of two and a half times more than the
number of new jobs created annually.

On another level of the situation,
the gap in the development of East-
ern coastal and Western inner prov-
inces has become extremely wide. In
fact, some governors of the Eastern
regions sometimes refuse to obey or-
ders of the central authorities to sup-
port economically backward Western
regions within the framework of ap-
proved projects. The richest province
of Bastern China is tenfold richer than
the poorest Western province. The
state of affairs is exacerbated by the
fact that the number of provinces who
have the ability to act as donors is
less than those in need to be system-
atically and sufficiently supported.

Stratification of the community is
a painful topic of present-day China.
But, it is a fact of the policy carried
out by the communist authorities. The
systematic realization of social pro-
grams by Chinese authorities de-
serves the highest mark. A few years
ago, the social and economic policy
of Beijing was changed from “let-
some-people-line-their-pockets-fast-
er” to the support and development
of the majority of Chinese communi-
ties and backward regions. This
change resulted in the program Syao-
kan, which was declared as the basis
for the government’s social policy in
2001.

Today, the country’s motto is “to
build a community of Syaokan”, i.e.
“a small means society” or “tolerable
societal prosperity.” Traditionally,
this means a country where its popu-
lation is provided with the minimum
material benefits and neither class has
limited access to the achievements of
the civilization due to the people’s
ability to pay. In addition, Syaokan
envisages not only a substantial ad-
vance in the living standard (up to
the level of countries in which their
population has a medium income or
even higher levels), but increase in
the literacy rate, life span and, what is

especially important, the elimination
of extreme poverty in the majority of
rural communities.

In this context, the state of affairs
in the country is improving, although
the process is likely to take much more
time than originally expected by its
authorities. At the same time, Beijing
does have the instruments necessary
to, first, eliminate the consequences
of the long-term depression and lack
of economic pressure on society, sec-
ondly, to normalize the economy in
all regions enabling them to develop
themselves independently, and third-
ly, to eliminate disagreements within
the society.

The strategic program for global
development of the Western regions
of China, which was implemented in
the late ’90s, deserves particular at-
tention. It has already had an enor-
mous impact on 12 regions in the West
of China.

Among some of the possible prob-
lems, the most probable in the future
is the expected high pressure econo-
my. A year and a half ago, Chinese
economists observed this trend. More-
over, the level of inflation is going to
reach 5-6 percent, which is considered
dangerous in China. But, the econom-
ic forecast is positive for the country,
since it has been experiencing heavy
economical growth due to positive
conditions in the world, which is sure
to continue.

Another problem of strategic im-
portance for China is that the Chinese
economy is lacking transportation,
energy and raw material resources.
The solution to these problems, es-
pecially concerning hydrocarbon re-
sources, is generally dependent on
the country’s foreign policy, the re-
sults of which will be determined by
its general economical horizons. Such
a vicious circle predetermines the in-
terdependence of the social and eco-
nomic development of China and its
steps towards foreign policy. These
factors will have the strongest impact
on the future development of the
country.

At the same time, some €cono-
mists, including Western ones, say
that China will have at least 4-5 years
of dynamic development®. Others
state that the country will not face a
system crisis for the next 4-6 years
which would lead to the collapse of
its governing institutions®. Some ex-

2 Camumxuit A. Mozens kuTaiickoit cGopku // http://www.globalaffairs.ru/region—deast/articles/0/2784.html
3 Matepual, TOJIrOTOBNEHHBIH 110 Pe3yIbTaTaM CHTYALHOHHOTO AHAIM3A. .. Tam xe.
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perts concluded that in the medium-
term outlook (i.e. 7-15 years) the prob-
ability of such a crisis in China is in-
cremental.

Based on our analysis, we believe
that the probability of crisis that may
take place in China will not happen
for another ten years, since the facts
confirm that Beijing is able to over-
come all negative trends, soften the
problems in the social sector and pro-
vide its economy with conditions for
further growth. The Communist Par-
ty of China will succeed, if particular
attention is paid to the social sector.
It is obvious that the Chinese social
problems attract the attention of for-
eign observers: traditionally social
revolts have always played a dramat-
ic role in the state history pushing it
to new stages.

Tianan Men-89 and Ethnic Sep-
aratism in China’s Qutskirts

The key element of present-day
China is global social and economic
reforms shaking the buttress of its
society. Reforms are carried out un-
der stable conditions: China remains
one of the most secure countries to
live in, the standards of living in all
sections of its population are gradu-
ally improving, riots and civil commo-
tion happen seldom, at least, they are
so insignificant that any minor uproar
(for instance, the recent strike of de-
positors cheated by a bank) is in the
limelight of foreign countries. The
major and the most tragic event was
the riot that occurred on the main
square of the capital fifteen years ago
caused by an explosion of protest
energy accumulated mainly among
the students from large cities.

Tianan Men-89 is still having an
adverse effect on the CPC internation-
al reputation and, to some extent, on
the country’s development of its mil-
itary force*. It should be pointed out
that the demonstration in Beijing was
not “a spark at the powder storage”
and, despite all forecasts, the move-
ment did not continue. Yet, authori-
ties have maintained and even
strengthened a stable and controlla-
ble environment in the country.

At the same time, even taking into
account the cruel way that the May
demonstration was strangled, China

cannot be considered as a country
with classical police-ridden states.
Therefore, the current positive atmo-
sphere in the Chinese community

.shows that the government has cho-

sen the right direction, objectives and
speed of reforms being carried out.
Generally, the government keeps pace
with the speed of community devel-
opment.

Besides the campus unrest,
Beijing faced another grand problem
over the years of reforms — separat-
ism in some Western regions popu-
lated mainly by national minorities.

In the 1990s, the Xinjian Uygur
Autonomous Region was a real hot-
bed of tension, because of the out-
burst of terrorism based on the na-
tionalistic movement in this region.
Separatism of a part of the Uygur pop-
ulation, instigated by modernization
and the country’s policy of openness
that had allowed external influences
to affect the region, could have be-
come a “non-healing wound” of the
country (like the Chechen “problem”
for Moscow) and ruined the state’s
development process. Chinese au-
thorities managed to settle this sen-
sitive issue by the turn of the twenty-
first century. The Xinjian population,
which was among the poorest in the
world not long ago, has been living
peacefully in recent years, improving
the region’s economic development
and gradually forgetting those blood-
and-guts terrorist acts.

Beijing used a complex of mea-
sures to control the separation at-
tempts: from military, pre-strategic
and intelligence to social and econom-
ic actions. It tried to completely inte-
grate the population in the distant
and problematic regions and provide
them with stable conditions for de-
velopment. It is indicative that ideo-
logical and outreach measures are of
great importance in the country’s ac-
tivities and, as a rule, lead to an enor-
mous effect. We believe that all coun-
tries facing problems of domestic ter-
rorism should take into account the
experience of Chinese authorities.

The Formula for Success

In analyzing the reforms carried
out in China, the first point to have
attracted our attention was its ideolo-

gy. Though it is obviously not the
major means of the country’s total
achievements, China would not be
China without ideology in its life.

What is behind that stock of pow-
er and resistance of the Chinese peo-
ple that gives them the courage to
solve the country’s problems, even
those considered “insoluble” such as
overpopulation?’ One should remem-
ber that the Chinese population is no
longer in a condition to be easily ma-
nipulated; today the state is cooper-
ating with its own people based on
another motivation and applying oth-
er instruments. Patriotism, amazing
cohesion of the Chinese people and
its confidence in the government di-
rect these relations. As it was point-
ed out, patriotism is a strong binder
of the Chinese nationhood.® Such
cohesion is typical not only for na-
tions of traditional psychology based
on collectivism, as it may appear for
the first time. As a rule, we can ob-
serve high cohesion and readiness to
follow the government’s policy in the
so-called “Great Powers”, as well as
in those conducting aggressive and
invasive foreign policy.

Patriotism in China seems to have
acquired perfect characteristics. Love
for the native country and loyalty to
the ruling elite are stimulated by con-
tinuous social progress, improvement
of the people’s living standard and
confidence in the future. Such opti-
mism is a specific feature of the
present-day Chinese community,
which is favorable compared to West-
ern societies that seem to have lost

the space for the further development

and basis for mass optimism due to
their own level of development.

At the same time, Beijing keeps
on creating a national image. One
should be sure that Chinese authori-
ties will not come to a dead-lock in
their activities and the Chinese na-
tional unity will be strengthened even
more. It should be pointed out that
the state policy of strict control over
population growth envisages improv-
ing its quality.

Speaking about present-day Chi-
na, the first point that attracts every-
body’s attention is the unprecedent-
ed experiment carried out by the rul-
ing Communist Party. The combina-

* In June of this year, Beijing’s attempt to have the EU arms embargo abolished, which had been imposed on the country just after
putting down the demonstration in 1989, was not crowned with success again.
> According to the Chinese Statistics Department, China has been included into the list of countries with low birth rates. A year ago, the

population reached 1,292,770,000 people, thus making up 21% of the world population.

¢ Toxaes K.K. Ilpeomonenue. Anmarsr, 2003, - c. 35.
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tion of socialism and a market econo-
my, the essence of this experiment
that has been being carried out for
more than twenty years, still arouses
a lot of disputes over the compatibil-
ity of such a symbiosis. At the same
time, it allowed the most populated
country in the world, which was
among the poorest and the most un-
derdeveloped countries in the early
80s of the last century, to become a
regional leader and even a real force
through its foreign policy, standing
hand in hand with the economic gi-
ants and the third space power—the
country whose ability to rush to new
achievements makes the world com-
munity stare and whose opinion can-
not be ignored.

All of the above mentioned is in-
dicative of the fact that China managed
to create a formula for deep reforma-
tion of its administrative and command
systems, thus transforming itself into
an advanced country with a market
economy. In addition, more and more
nations are going to consider China
as a market economy country. Some
other socialist states are following the
same path in their development: Laos
and Vietnam, for instance. Though
they can also be proud of their eco-
nomic achievements, they are less in-
dicative because of the deep differ-
ence in their social loads that the gov-
ernments of these countries have to
bear (the population of China is
1,285,000,000, Vietnam—76,000,000
and Laos—about 5,000,000), and be-
cause of the participation of Vietnam
and Laos in ASEAN, a prosperous
establishment of Southeast Asian na-
tion integration, which promotes rap-
id economic reforms.

In spite of many pessimistic ex-
pert opinions, Chinese authorities use
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a combination of strict dosages of
economic conversions with actions to
strengthen the existing political sys-
tem, which is a rather livable variant
of social reorganization. It clearly il-
lustrates that the public administra-
tion of the economy still exists. State
interference in the economy is need-
ed until powerful national corpora-
tions have appeared which could take
over a part of the world market and
thus protect national interests. As we
can see, one of Beijing’s principal in-
struments is the leading role of the
central authorities: the market deter-
mines the policy of the enterprises
while the state regulates the market.
Some waves of decentralization of
power occurred in the course of re-
forms in China: Beijing deputed pow-
ers to the regions while the influence
of the central administration and na-
tional companies gradually de-
creased. But, from the mid-90s this
process took another direction. The
government’s influence on the econ-
omy has been heightened since then.
The lowest budget share in the GDP
was registered in 1995, at 11.5%. Cur-
rently, the national budget totals
22.5% of the GDP. The allocation of
national expenses to the central and
local budgets is 70:30. The govern-
ment’s influence is increasing while
the country is mainly developing its
market conditions. The central author-
ities are also of considerable impor-
tance with regard to the redeployment
of resources. Speaking of other sourc-
es of development in China, it is im-
possible to open them up without the
leading role of the central authorities.
The following factors determine
the direction of China’s development:
the mobilization of the country’s own
potential supported by a broad do-
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mestic market, considerable invest-
ment potential of internal money sav-
ing, favorable global and regional
conditions, integration into the world
market, circumspect strategy of na-
tional enterprise privatization, the in-
crease in private sector capital,
achievements in science and the
growth of technology. The latest fac-
tors are actively used to solve present-
day problems connected with the lack
of natural resources and the worsen-
ing ecology. Ma Kai, the Head of the
State Committee on Development and
Reform, admitted that present-day
reforms in the country are based on a
“high level of investment, consump-
tion and pollution.”

The banking system, basically
consisting of public banks, plays a
special role in the country, as well as
the liberalization of the national finan-
cial system, mechanism of monetary
stock administration (if the level of
inflation becomes too high, the gov-
ernment will immediately reduce the
money supply and loans) and real
estate market management (also by
administrative means) in order to keep
the market from “overheating.”

Generally, concerning the eco-
nomic growth of China, the country
considers itself as a country going
along the well-known road of eco-
nomic modernization using all mar-
ket laws and international economic
activity unlike in its political mod-
ernization, since the country ob-
serves its own “specificity.” At the
same time, China holds a particular
position in the line of transitional
countries due to its achievements in
the economy. Taking this into ac-
count, Kazakhstan, irrespective of
the neighboring country’s future,
will “feel” any changes in China.
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GCompetitive Economy
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azakhstan’s social and economic develop-
ment has had significant positive changes
for the last several years. Reforms that have
been implemented and a number of other im-
portant factors have maintained the macro-
economic stability in the country.

One can say that the country has taken the path of
sustained economic growth. Kazakhstan has rather good
economic performance and, without a doubt, is one of lead-
ing countries among the CIS. The annual economic growth
ranged from 7-10% on average for the last four years. For
example, Kazakhstan’s GDP amounted to $37 billion by late
2004 with a growth of 9.3%. Some financial institutions are
being developed in the country; social reforms are being
successfully implemented; and pension funds and insur-
ance have successfully entered the markets are in progress.

All three leading international rating agencies
Moody’s, S&P and Fitch raised the investment credit rat-
ing for Kazakhstan.

However, alongside with its achievements, a lot of
threats to Kazakhstan’s economic security exist, which
become more pressing with the growth of globalization
and improvement of competition from international cor-
porations.

Globalization has positive and negative influences.
Major countries take advantage of globalization by ac-
tively participating in the international division of la-
bor, and introducing innovations and know-how. Ad-
vanced nations also have developed models of integrat-
ing some industries with transnational corporations and
received assured access to external markets.

As for Kazakhstan, globalization presents a number
of great challenges:

¢ niche specialization in the primary sector of the world
economy;

¢ reduction of the state’s role and an increase of the
importance of transnational corporations, financial indus-
trial groups and international organizations;

¢ technological underdevelopment of national busi-
nesses that cannot compete with transnational corpora-
tions.

These trends are combined with the following urgent
threats to the economic security of the country:

- structural distortion of the economy;

- technological underdevelopment;

- black economic activity;

- unbalanced social and economic development of the
regions;

tral Asig’
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- poverty, differences in income, poor quality of life.

¢ Structural distortion of the economy

The economy became structurally distorted as a re-
sult of two major reasons: irregularity and the imbalance
between extractive and processing industries in Kazakh-
stan.

Currently, mineral extraction (oil, gas, metallic ores,
and coal) accounts for 44% of the industrial structure,
whereas the share of processing industries is very small:
the chemical industry accounts for 1%, oil refining 3%,
machinery producing industry 3%. The sectoral struc-
ture of industry is changing, mainly due to macroeconom-
ic, regional, sectoral and financial problems. The most vi-
tal problems are:

- an imbalance in economics by location according to
territory, consequences of which are differences in the
social and economic development of the regions;

- the dominance of the primary sector in the structure
of industry, which has caused an inefficient economy as a
whole due to its strong dependence on price conditions
for raw materials (oil, metals, etc.);

- an absence of integrated industrial complexes with a
complete production cycle: from extraction to production
output;

- a high level of the capital consumption reaching 60-
70% in some industries and, as a consequence, low pro-
duction competitiveness due to quality, price and other
parameters, and high operation and maintenance expenses.

Different growth rates of some industries result in a
change within the structure of industry, and the number
of extracting industries, chiefly oil and gas production, is
increasing.

¢ Technological underdevelopment — a low share of
knowledge-intensive production

In Kazakhstan, the financing of science accounted for
0.20-0.25% of GDP for the last five years, which is dramat-
ically insufficient. In accordance with recommendations
of the UN, financing should be no less than 1% of GDP.
The portion of science and scientifically innovative insti-
tutions amounted to only 0.9-1.2% of Kazakhstan’s GDP
in2000-2003.

¢ The existing level of the black economy

According to experts, the black economy is currently
more than 40% of the entire domestic economy resulting
in lost taxes and an ineffective tax regime.

It is difficult to assess the black economy quantita-
tively. Taking into account such factors as illegal busi-
ness and tax evasion, we can suppose that the actual
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Kazakhstani GDP is on average two times more than it is
in official statistics.

In such conditions it is difficult to assess the actual
scales of economy and regulate economic processes most
efficiently. -

+ Unbalanced social and economic development of the
regions

An increasing imbalance in the social and economic
development of the regions is becoming a potential threat
to the sustained development of the economy as a whole.

The reasons are as follows:

- qualitative changes in the gross regional product
structure; -

- fast transition from an agrarian economy to an indus-
trial one; '

- increasing disparity of income between regions.

The main index describing the imbalance in the social
and economic regional development is the Gross Region-
al Product (GRP).

The per capita GRP of industrially developed oblasts
(Atyrau, Karaganda, etc.) exceeds the national index by
four times, whereas the per capita GRP in depressed re-
gions (Jambyl, Kyzylorda and South Kazakhstan oblasts)
is three times less than the national index. This shows an
essential gap between the developed and depressed re-
gions. Eight oblasts of Kazakhstan (50%) have a per cap-
ita GRP less than the national index.

In general, the unbalanced development of regions
causes increasing security threats such as high poverty
and unemployment, poor quality of life, and reduced ac-
cess to education and health care.

+ Poverty, differences in income, poor quality of life

Poverty, differences in income, and poor quality of life
remain urgent threats to the social and economic stability
of Kazakhstan.

According to international practice, the cost of the
food basket amounts to 30% of the subsistence minimum.
Consequently, the official subsistence minimum is greatly
underestimated. For instance, in the first half of 2004 the
subsistence minimum amounted to about 5,300 tenge,
which includes the cost of the food basket amounting to
3,700 tenge. According to international standards, the low-
income poverty threshold must be 11,047 tenge, ie. two
times higher. So, a fifth of the country’s population actu-
ally lives in poverty.

In order to further development, Kazakhstan should
raise the economy’s competitiveness. The key approach
to solving this problem is determining and developing
“strong spheres and different aspects of the country’s
economy”, and then creating industrial clusters.

The main directions of economic development in the
middle-term perspective must be:

1. Intensification of the country’s industrial innova-
tive development;

2. Further integration into the world economy;

3. Regional development by enhancing their potentials;

4. Development of the country’s agribusiness.

1. Intensification of the country’s industrial innova-
tive development

Kazakhstan is developing a competitive economy
based on the innovative industrial sector. Innovative pro-
cesses have not yet achieved expected levels due to the
absence of an efficient state mechanism for implementing
innovative policy.
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Elaborating the mechanism of the innovative economic
development is a top priority for Kazakhstan, since the most
important middle-term task is creating a competitive indus-
trial sector with a large share of finished-product output.

Therefore, the coming years must be one of milestones
in the country’s development in the following directions:
encouraging the introduction of high technologies; broad-
ening cooperative relations with leading industrial corpo-
rations; creating a favorable tax regime; implementing an
appropriate mix policy promoting the development of sci-
entific studies, innovative business activities, and export-
oriented production; training highly qualified personnel
to work in scientific engineering and innovative spheres;
forming an innovative infrastructure of technoparks, tech-
nopolis, and business incubators.

The priority of economic development is the manufac-
ture of competitive products using high technologies.
Production must include the entire work cycle from ex-
tracting to sales to final consumers.

For attaining this goal, it is necessary to:

a) use the cluster approach to industry development.

b) form high technology zones.

Using the cluster approach to industry development.
Since July 2004 the national government has been imple-
menting the project Competitiveness of Kazakhstan and
Prospects of Cluster Development within the framework
of the Program of Industrial Innovative Development of
the Republic of Kazakhstan by 2015.

Kazakhstani experts predict that forming sectoral clus-
ters will promote the introduction of high technologies to
industry, output of high value added products and, as a
consequence, creating of the competitive economy and
achieving of steady economic development.

The Strategy of Industrial Innovative Development of
the Republic of Kazakhstan by 2015 aims at diversifying
Kazakhstan’s economy from the trend focusing on the
primary sector to organizing processing enterprises that
use up-to-date technologies (engineering, oil and gas pro-
cessing industry, chemical industry, etc.). This will in-
crease the competitiveness of the economy in the world
market.

First, the cluster approach will be applied to such in-
dustries as the petrochemical industry, agribusiness, met-
allurgy, engineering and power engineering.

In the petrochemical industry, it would be wise to
create a technopark and a cluster containing the domestic
base of natural resources and present technologies, fine
refining and processing of hydrocarbon materials, and
the output of petrochemical goods (ethane, liquefied gas,
dry gas, polyethylene, polypropylene) complying with
good international practices. Finished products may be
used in the processing industry in Kazakhstan and abroad:
Russia, China, etc.

Petrochemical enterprises may be located close to oil
and gas fields, i.e. in the western and southern regions of
Kazakhstan, which have a significant foundation for deve-
loping the petrochemical industry: Atyrau Oil Refinery and
Tengiz Gas Processing Plant (Atyrau oblast), Kazakh GPP
(Mangistau oblast), Zhanazhol GPP (Aktyubinsk oblast).
It is possible to increase the processing of raw materials
after upgrading production facilities considerably.

Forming high technology zones. High technology
zones may play a significant role in implementing the in-
novative policy. Taking into account the experience of
existing technoparks, it would be reasonable to create and
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develop high technology zones in Atyrau Oblast (petro-
chemistry), Almaty Oblast (biotechnology), Pavlodar
Oblast (machine-building complex and professional equip-
ment), and Aktyubinsk Oblast (metallurgy). The aim of
organizing them is to attract foreign investment into lead-
ing industries and developing new technologies and ma-
terials. In our opinion, in order to achieve this goal, it is
necessary to elaborate the intricate Program on Develop-
ing High Technology Zones in Kazakhstan.

In Almaty Oblast, a high technology zone may include
a number of technoparks specializing in the agro-food
sector. Here, experts in microbiology, genetics, biochem-
istry, veterinary, entomology, biotechnology, etc., will work
on developing new technologies for growing fruit and
vegetables, fishery and using sea goods.

Atyrau Oblast has a significant scientific and techni-
cal potential and possesses great opportunities for the
innovative development. The high technology zone may
specialize in developing technologies for processing oil
and gas.

In this regard the state should provide effective mech-
anisms on establishing connections among universities
and scientific centers, enterprises, regional and local gov-
ernment authorities.

The development of agribusiness, arrangements on
developing regions using their economic potential, de-
veloping inter-regional relations and investment projects,
financial support of lagging regions and improvement of
inter-budget relations will promote the social and eco-
nomic development and decrease the imbalance in the
regional development of Kazakhstan.

2. Further integration into the world economy

Kazakhstan as an independent state should determine
its place and role in the system of international trade and
international integration. As we see it, Kazakhstan must
enter World Trade Organization in 2005-2010.

Entering the WTO will offer some advantages, includ-
ing the regime of the most favored nation treatment when
trading goods and services with WTO members, access
to the international mechanism of resolving trade disputes,
participation in working out international trade regulations
taking into account national interests, and conditioning
the national trade legislation in accordance with interna-
tional standards.

During the preceding period the national legislation
has been conditioned in accordance with WTO regula-
tions and standards. Obviously, the country has access-
ed the international unified legal space which provides all
exporters and importers with stable and predictable con-
ditions for activity.

3. The policy of creating equal regional development
in Kazakhstan

In the short term it is necessary to develop an effec-
tive policy to create equal social and economic develop-
ment of the regions, which is extremely important for the
development of the entire country.

The existing problems in maintaining a balanced re-
gional development create the need to determine the ba-
sic directions of the current regional policy of the country
and implement an efficient one.

QUARTERLY ANALYTICAL REVIEW | 1(9)/2005

The Program of Developing Inter-regional Relations
will be worked out and introduced in order to promote the
development of lagging regions still receiving subsidies
and to support developed regions.

The Program may help to solve the problems caused
by the imbalanced regional development by stimulating
economic development in the regions themselves, devel-
oping processes for interregional integration in different
directions, in particular, in industry.

In our opinion, it is possible to achieve the country’s
main target: sustained “self-development” of depressed
and weakly developed regions by creating new work places
and preserving existing ones, developing the infrastruc-
ture, diversifying enterprises and extending the local tax
base. In doing so, it will also promote solutions to urgent
social problems.

The nation should pay special attention to the im-
provement of inter-budget relations and giving more free-
dom to local authorities. This will help to solve most prob-
lems that have led to severe differences between the re-
gions and will build incentives for further regional devel-
opment.

Having more economic freedom, especially, when form-
ing the budget, local authorities may solve regional prob-
lems more effectively and timely.

4. Agribusiness development

The state has been developing the country’s agribusi-
ness for the last three years. The State Agro-Food Pro-
gram of the Republic of Kazakhstan for 2003-2005 was
successfully implemented.

There is an urgent need for agribusiness to enter the
new phase of development. In order to improve the com-
petitiveness of agribusiness when Kazakhstan enters the
WTO, the state shall form an effective system for agri-
business, streamline measures of support for the agricul-
tural industry, and optimize agribusiness management.

The state’s vital task is to attract investments into
agribusiness development that will introduce innovative
processes at processing enterprises. These new process-
es must upgrade production and create vertically inte-
grated systems containing raw material suppliers and sta-
bly operating processing enterprises.

For instance, creating integrated clusters in the agri-
business will help to overcome technical backwardness
of rural enterprises, increase the efficiency of agriproduct
processing and develop the rural infrastructure. Every-
thing mentioned above will facilitate the country’s agri-
business to become one of the most important and com-
petitive sectors of the country’s economy.

In light of entering the WTO, special attention should
be paid to toughening certification requirements, trans-
ferring to ISO standards, and adjusting technical and pro-
cess standards of production and quality control of
agriproducts to adhere to international standards.

In conclusion, we can say that innovative processes
in Kazakhstan’s economy are only gathering momentum.
Extractive industries still remain predominant. However, if
effective mechanisms are created to implement the Strate-
gy of Innovative Policy, Kazakhstan has every opportu-
nity to become one of the 50 most competitive countries
and, probably, join “G20”.
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he Agreement on the Common Economic
Space (CES) uniting four CIS countries — Be-
larus, Kazakhstan, Russia and Ukraine — was
signed in Yalta in September 2003.
When advancing the initiative to estab-
lish the common economic space, the presi-
dents of the four participating countries expressed their
concern about the slowdown of the integration process-
es and affirmed their determination to make a breakthrough
in integrating the former Soviet states by relying on the
following factors':
first, the division of labor, formerly used in the USSR,
has changed little since the breakdown,
second, the technological interdependence of enter-
prises, which were built according to common engineer-
ing standards and given similar training to engineers;
third, various nations lived throughout the union for
a long time, leaving behind traces of relations due to the
plural population, mixed marriages, common history and
culture, the absence of a language barrier, an advantage
of the free movement of people, etc.;
fourth, few conflicts between nations and denomina-
tions (i.e. between the two dominant religions: Eastern
Orthodoxy and Islam); and
fifth, the attractiveness of the common economic
space as an investment object.

The pace at which integration within the common eco-
nomic space is possible depends on geopolitical factors
as well. The following is a review of the motives behind
Russia, Ukraine, Kazakhstan and Belarus, which are the
major initiators of establishing alliances that will unite the
CIS countries.

The Russian Federation. Russia is a primary party of
the common economic space initiative within the CIS. It
occupies over three quarters of the CIS territory and ac-
counts for more than two thirds of GDP. About half of the
population of the commonwealth lives in Russia.

An analysis of Russia’s geopolitical and economic
objectives shows that the CES member countries serve its
strategic interests.

- Belarus is a stable and reliable transit corridor for
exporting Russian oil and gas products to Western Europe.

I The CIS: 13 Years. Outcomes of the Economic Integration. The
Magazine Panorama of the Commonwealth, No.12, 2004, the
Russian Information Agency Novosti.
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- Russia is pursuing an expansion policy on the fuel
market in Ukraine. In doing so, it is suppressing any of
Ukraine’s attempts to achieve an agreement with the West
regarding the operation of the Odessa-Brody pipeline
because this goes against Russia’s strategic interests.

- Kazakhstan is regarded as a guarantor of security of
Russia’s southern frontiers. Oil, as well as Russia’s aspi-
ration to retain its domination in the Caspian, and control
over the major transport routes and pipelines are the key
factors determining Russia’s policy.

The CIS area is important to Russia’s economic inter-
est, since the CIS is still the only outlet for many Russian
goods. Forming economic alliances within the CIS will
also strengthen Russia’s influence on international poli-
tics and economy along with such world powers as the
USA, the EU and China.

Ukraine has a different position regarding the coali-
tions within the CIS. Since the dissolution of the USSR
and up to the present day, Ukraine’s foreign policy has
been anchored by the confrontation between Russia and
the West.

- Russia is Ukraine’s principal partner in import and
export transactions. Moreover, Russia is the main suppli-
er of low-priced fuels. For these reasons Ukrainian large
industrial lobbyists support Russia’s initiatives.

- The European Union is considered as the gateway to
NATO. However, the economic integration of Ukraine into
the EU is proceeding very slowly, because Ukraine’s econ-
omy is not competitive and the European Commission is
deferring signing the agreement of Ukraine’s associate
membership to the EU.

Ukraine’s membership in the European Union is a top
priority when it comes t0 geopolitics. However, Ukraine
does not have the capabilities for real cooperation with
the EU. Therefore, an alliance with the CIS countries may
be considered as a bridge towards European integration.

Ukraine’s policy has not been well-defined and gov-
ernmental authorities are changing their positions depend-
ing on the situation at hand with a view to solving ques-
tions of current interests. The degree of Ukraine’s involve-
ment with the integration process into the CES will de-
pend on the trends in its internal policy.

On the whole, Ukraine’s attitude toward participating
in the CES depends on its relations with Russia. It is the
opinion of some that the common economic space is a
way to build the relationship between Ukraine and Russia.
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Ukraine’s consent to joint the CES is largely due to its
desire for intensified cooperation with its former Soviet
partners. The creation of a free trade zone within the CIS
without exceptions and limitations will allow the follow-
ing Ukrainian goals to be achieved:

- the abolishment of Russian duties and VAT on oil
and gas exports;

- sales of Russian fuels to Ukraine at Russian market
prices;

- the creation of a common energy space and building
up strategic energy reserves in the member countries;

- full access to the Russian market due to the removal A

of trade restrictions;

- the abolition of Russian antidumping duties on Ukrai-
nian commodities as well as import quotas on metals and
some other supply lines;

- an increase in trade between the member countries;
and

- the free movement of labor resources within the free
trade zone, the abolition of the registration procedure,
etc.

In other words, the energy sector and Russian quotas
on Ukrainian commodities are two focal points of the free
trade zone.

Ukraine plans to join the free trade zone but refuses to
participate in the customs union for the following rea-
sons:

- adhering to the policy demanded by European inte-
gration;

- problems associated with joining the World Trade
Organization may occur if the customs union within the
CES is established; and

- the customs union calls for the establishment of a
supranational regulatory body, which disagrees with the
constitutional provision on Ukraine’s sovereignty.

Kazakhstan. Russia is a top priority in Kazakhstan’s
foreign policy, mainly due to an extensive transportation
network which makes Russia Kazakhstan’s principal part-
ner in the transshipment of Kazakhstani energy exports.

At the same time, striving for independence in the oil
sector, penetration into the international market, the de-
velopment of new technologies, and developments in the
machine-building industry, the agricultural sector and
small-scale businesses will propel regional economic in-
tegration.

Kazakhstan’s interest in creating a common economic
space is based on its specific economic needs. Kazakh-
stan’s market is limited, whereas it has great transporta-
tion capabilities. The country needs additional markets
for its investment and commodities in order to avoid ob-
stacles to its economic development in the near future.

In expert opinions, the CES is of strategic importance
for the future development of Kazakhstan. Its priorities
in the cooperation with other CES countries are as fol-
lows.

Kazakhstan wishes to coordinate the terms and con-
ditions for its joining the WTO. The CES members are
interested in retaining mutual preferential treatment both
for reasons of politics and economy. In practice, such
treatment is a determining factor in the development of
trade and economic relations between the CES coun-

tries.
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Kazakhstan’s membership in the CES will open the
gate to new favorable markets, allowing new business
possibilities to be created and the improvement of eco-
nomic competitiveness in the international market.

Belarus. An analysis of Belarus’ current foreign and
internal policies reveals its apparent dependence on
Russia.

- Russia is considered as an ally, who may help Be-
larus to recover its position in the West since diplomatic
relations between Belarus and the European Union have
deteriorated. Belarus borders NATO in the west. There-
fore, it faces the necessity to establish positive diplomat-
ic relations with Western European countries.

- Russia is the major supplier of energy resources to
Belarus, supplying gas at Russian market prices.

A weak economic climate in Belarus has resulted in
the disappointment of the population in its authorities
and longing for alternative policies. In spite of organiza-
tional support and financial backing from the West, the
opposition parties in Belarus have little political power.
At the same time, the intent of the Belarusian president to
stand for election for a third term in 2006 will only create
tension in the country.

In view of this harsh political situation, aggravated by
the isolation of Belarusian leaders from the international
community, Belarus will likely anchor its foreign policy to
Russia. Therefore, it is expected that Belarus will express
interest in the integration. Cooperating with Russia with-
in the Federation and with other CIS countries to form any
alliances is one of the few alternatives for the country
today.

The economic and geopolitical interests of CES coun-
tries are different in regards to both national levels and
their respective alliances.

The economic and political expediency of a common
economic space is apparent. However, its further devel-
opment is determined by the strategic geopolitical inter-
ests of the member countries, in particular it is dependent
on Ukraine’s position in many ways.

In spite of certain geopolitical clashes of interests be-
tween the CES countries and a short life of the alliance,
the process of integration is quickly moving forward.

A number of institutional arrangements have been
made, in particular the High-Level Group on the Common
Economic Space has been established, which plays an
important role in the negotiations on CES matters. To date,
the Group has held 18 meetings. Certain progress has been
made in the development of the regulatory and legal frame-
work and principles of the CES.

¢ The Concept of the Common Economic Space

The Concept of the Common Economic Space was
adopted on September 19, 2003. It sets forth arrangements
for creating a common economic space that will unite Be-
larus, Kazakhstan, Russia and Ukraine in order to increase
the economic cooperation between the countries.

The Concept details the provisions stated in the
Agreement. However, the creation of a full-fledged com-
mon economic space requires signing a number of inter-
national treaties which will specify particular matters con-
cerning the organization and functions of the CES bodies.
According to experts, some 50-60 international agreements
will need to be elaborated and signed for this purpose.
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+ The Agreement on the Common Economic Space

The Agreement on the Common Economic Space was
prepared by authorized teams from Ukraine, Russia, Be-
larus and Kazakhstan and signed by the presidents of the
four countries on September 19, 2003. The document states
that the CES aims at creating conditions for the sustain-
able development of the respective economies and rais-
ing the standards of living in each member country.

The CES is defined as a “common economic space
uniting the customs territories of member countries which
apply economic regulating mechanisms based on uniform
principles providing the free movement of goods, servic-
es, capital and labor resources within a common econom-
ic space, a single foreign policy and agreed tax, monetary
and financial policies as required for assuring fair compe-
tition”.?

The main objectives of the CES under the Agreement
are as follows:

- trading and investment cooperation to ensure the
sustainable development of the economies of the member
countries;

- business promotion;

- increasing the economic potential in order to
strengthen the competitiveness of the economies in inter-
national markets; and

- coordinating the terms and conditions for joining the
WTO.?

The Agreement provides for “the establishment of
uniform principles that will regulate natural monopolies in
such sectors as rail transportation, trunk telecommunica-
tions, transportation of electrical power, oil and gas, etc.™
Under the draft Agreement, a Council of Heads of Mem-
ber Countries will be set up to coordinate and control the
organization and activity of the common economic space.
Each member country will have one vote in the Council.

The draft Agreement stipulates the progressive cre-
ation of the common economic space, considering “the
possibility of integrating on different levels and at differ-

ent rates”.

o The Movement of People and Currency Across the
Borders of CES Countries

At their 18" meeting in Minsk, the High-Level Group
on the Common Economic Space finalized projects on the
movement of people and currency across the borders of
CES countries.

Citizens of the member countries will be allowed to
carry up to three thousand US dollars across frontiers
and stay in a foreign country without registering for up to
90 days.

A relevant agreement will be signed in January 2005
and will come into effect on February 1, 2005.

The Group is now studying the documents that will
regulate the movement of people across the frontiers of
the four countries, registration procedures, duration of
stay and labor movement within the CES.

The Group is also considering unifying the terms of
vehicle insurance and the expediency of acceding to the

2 The Agreement on the Common Economic Space of September
19, 2003, Article 1.

3 Idem.

4 Idem.

5 Idem.
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Green Card Convention on the part of Russia and Kazakh-
stan (Belarus and Ukraine are already members of this
Convention). Being members of the Green Card Conven-
tion allows people to freely drive through Russia, Kaza-
khstan, Belarus, Ukraine and other countries that have
joined the Convention.

o The Practice of Charging VAT in the Country of
Destination

At their 18" meeting, the Group made a decision to
adopt the practice of charging VAT in the country of des-
tination during mutual trade between CES countries be-
ginning on January 1, 2005.

CES member countries have prepared 29 top priority
international legal documents aimed at creating a free trade
sone. In 2005, the four countries will start the negotia-
tions on the entire package comprising some 90 docu-
ments that will lay the foundation for the alliance.

Although certain progress has been achieved in cre-
ating the common economic space, several restraining
factors exist.

s The Fuel and Energy Sector

- No joint development of the fuel and energy balance
(except between Russia and Belarus).

- No integrated information system for the energy re-
source market.

- No agreed policy governing the transit of oil, oil prod-
ucts and natural gas via long-distance pipelines owned
by member countries.

¢ Finance

- High dollarization of mutual settlements, hence a low
share of the national currencies. About 90% of transac-
tions are conducted in US dollars whereas the portion of
national currencies does not exceed 5-10%. The lack of a
common exchange market in the commonwealth and inter-
convertibility of their national currencies are the major
reasons why banks and enterprises in the CES do not use
national currencies for mutual settlements;

-Low capacity of financial markets. The total turnover
in the futures market in 2001-2002 reached some 700 mil-
lion dollars, which is 200 times less than the turnover in
the countries of the European Union. When considering
the transactions turnover on all exchanges in CES coun-
tries, Russia accounts for over 80%, Kazakhstan 17% and
Belarus 2%. However, the Russian equity market is still
insignificant according to the world criteria.

Introducing a common Currency in the CES is essen-
tial for reducing its dependence on the US and EU econo-
mies. Provided that the dollar or euro remain as the com-
mon supranational equivalent, any increase or decrease
in the bank rate in the European zone or USA will affect
the economies of the CES. Yet, these processes will not
always conform to the domestic economic tendencies and
motivations within the Eurasian area.

The main factors restraining the process of introduc-
ing a common currency within the CES are as follows:

- the instability of the national currencies and imper-
fection of the system of the current exchange rate quota-
tion;
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- poor coordination of the exchange regulation and
financial legislation, and lack of the uniform procedures
for foreign exchange transactions and securities trading.

¢ Investment

The European Bank for Reconstruction and Develop-
ment regards Kazakhstan as having the most favorable
investment climate among the CIS countries. According
to Standard & Poor’s rating in 2001-2002, Kazakhstan
ranked 81 in the world regarding the attractiveness of its
investment climate, while Russia came in 95, Ukraine 115,
and Belarus 129.

The investment cooperation within the CES faces the
following problems:

- a low level of investment flows. Annual investment
by the CES countries in their respective economies
amounts to less than 1.5% of the total foreign investment;

- all investment projects are currently bilateral. Now,
Russia is the only real investor in the economies of CES
countries. In recent years, Russia has invested over 584
million dollars in the Belarusian economy (or about 90%
of all Russian investment) and about 5 million dollars in
Kazakhstan’s economy. Investments made by other CES
countries in the Russian economy (a mere 15% of the total
investment) had had practically no effect on Russia’s eco-
nomic development;

- highly specialized investment cooperation is main-
ly done in the following areas: transportation of energy
resources for export; joint mining, production and deliv-
eries of raw materials and some products; acquisition of
shares of enterprises in CIS countries, the production of
which interests Russia; and privatization of entities in
CIS countries.

¢ Joint Study of Barriers to Membership in the World
Trade Organization

At present, the economic cooperation within the CES
is characterized by the following:

- real preferences exist in the trade and economic rela-
tions of CES countries that are not applicable to third
party countries. Of the preferences, duty-free trade under
exemptions based on bilateral agreements and the lower
prices of raw fuel commodities, especially oil and natural
gas, are the most beneficial compared to trade with non-
member countries;

- abandoning the preferential trade treatment within
the CES may result in a decrease of the trade turnover
and a reduction of exports from Russia by approximately
30%, and from Kazakhstan, Belarus and Ukraine by about
50%, since the prices of finished products from foreign
and CIS countries will be similar. This will result in the
preference of consumers and importing companies for
goods of higher quality and better technology from more
developed countries.

Since Russia is in the lead, the terms of its accession
to the WTO will be used as the basis for other CES count-
ries. CES member countries have already agreed that the
terms-which Russia will receive as the most powerful coun-
try in the alliance will be the most favorable for them.

¢ Science and Technology

The integration of innovation has been underdevel-
oped in the CES. To date, there are about 70 scientific and
technological parks in Russia; 2 scientific and technolog-
ical parks and 8 small business incubators in Belarus, which
render assistance to small industrial enterprises involv-
ing innovation projects; about 15 research centers in
Ukraine; and 2 innovation funds and 3 technological parks
under creation in Kazakhstan. Meanwhile, there is lack of
interaction between them, and joint projects have not been
implemented.

Lack of collaboration between innovation centers and
research laboratories in CES countries thwarts progress
of the innovation sector both in the community as a whole
and in individual member countries.

R

An analysis of the current political situation in Ukraine
shows its foreign policy will remain oriented towards the
West, thus hampering the progress of the integration of
CES countries.

It is evident that the Eurasian Economic Community is
becoming a driving force for the integration of the former
Soviet countries. And, other alliances, such as the Cen-
tral Asian Cooperation Organization, the GUUAM Group
(Georgia, Ukraine, Uzbekistan, Azerbaijan and Moldova),
CES and the Union of Russia and Belarus, gravitating
towards this nucleus are expected to grow into a larger
alliance—the Eurasian Union.
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resently, there are 148 countries in WTO, or 75%

of the total number of countries in the world,

135 of which are trade partners with Kazakh-

stan [1]. This is why Kazakhstan will and must

settle its trade relations with those countries

under acceptable and favorable terms and con-
ditions. Any of the countries in the WTO may initiate an
antidumping trial against goods exported by Kazakhstan
at any time. In fact, Kazakhstan has undergone such trials
initiated and the relative sanctions imposed by the USA,
the EU, India, Mexico, Brazil, Columbia and Venezuela
against the Kazakhstani steel, nonferrous industry prod-
ucts, ferrosilicium, ferrochromium, titanium sponge, high-
ly-enriched uranium, etc. several times.

Kazakhstan should endeavor to make efficient use of
the source of its economic growth — the introduction of
finished goods and services into foreign markets at its max-
imum scale. This process requires forming mechanisms for
realizing an effective and accountable foreign trade policy
based on the principles, terms and rules that are observed
by the world community in contemporary foreign trade.
The mechanisms and rules established by the WTO con-
stitute the only main instrument for implementing ideas and
principles of globalization and liberalization of the world
trade and the related system of economic relations.

By knowing some statistical key figures it is possible
to provide insight into the growing significance of the
foreign economic activity of Kazakhstan. Figure 1 below
gives the specific values of Kazakhstani imports and ex-
ports calculated in percentage terms of the gross domes-
tic product for the period of 1995-2003.

Figure 1

Dynamics of the Kazakhstani Share of Exports
and Imports Growth, % of GDP
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Source: Statistics Agency of the Republic of Kazakhstan
*estimation

As is evident from the Figure, Kazakhstan now han-
dles a lot more exports and imports compared to past years.
The Kazakhstani share of exports and imports in the total
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volume of GDP increased by more than 1.5 times in 1996-
2000. The share of exports had decreased since 2000, while
imports remained practically the same. The share of ex-
ports has been increasing since 2003. The proportion of
exports and imports in the GDP has become the most im-
portant indicator of Kazakhstan’s economic growth un-
der the long-term trend of the growing international trade
and the instability of this process.

Moreover, taking into account the share of exports
and imports by some countries in the volume of their GDP,
the USA with its large territory and variety of available
resources is less dependent on international trade than
other highly-developed countries. This means that inter-
national trade is of greater importance for other countries,
especially for Kazakhstan, where exports accounted for
48% of the GDP in 2000 (Figure 2).

Figure 2

Percentage Ratio of the Share of Exports and Imports
of a Number of Countries in Their Respective GDPs in 2000
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Therefore, Kazakhstan, with its small domestic market
and need to access the expanding world market, will be
free from obstacles and problems when strengthening its
positions in the world economic system by entering the
WTO. The need for Kazakhstan to enter the WTO can
also be explained by structural transformations in its econ-
omy. These changes concern the development of indus-
tries that produce research intensive and added value fin-
ished products as well as a high and medium processabil-
ity index. The increase in production of such products
can be sustained only if Kazakhstan approaches the world
market, which is sure to eliminate the “narrowness” of the
domestic market and limitedness of domestic demand.

Participation in the WTO will provide Kazakhstan with
access to the unified international legal community which,
in turn, provides all exporters and importers with a stable
and predictable operational environment. Kazakhstan may
count on being entitled to participate in working out rules
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regulating world trade, taking into account its national
interests. In addition, it will be possible to have access to
current information on foreign economic policy and the
intentions of governments of the countries participating
in the WTO, which will enable the country to develop its
more effective trade and economic policy.

Kazakhstan began the process of entering the WTO
on January 26, 1996 when it filed an official application
with the WTO Secretariat. In February 1996, the WTO O-
member status was assigned to Kazakhstan. At the same
time, a Working Group for Kazakhstan’s entrance into the
WTO was formed. Presently, it comprises 37 countries
which are major trade partners of Kazakhstan (the USA,
the EU, Canada, Japan, Australia, Switzerland, China and
the Republic of Korea, just to name few) [2].

In order to coordinate the process of entering the WTO,
the Interdepartmental Commission for WTO Issues was
established in 1996 under Government Resolution. It has
been reorganized into the Interdepartmental Commission
for Customs and Tariffs Policy and Participation in Inter-
national Economic Organizations.

In July 1996, Kazakhstan prepared and submitted a
memorandum on the foreign trade regime to the members
of the Working Group. The initial stage of the process of
entering the WTO is familiarizing the WTO participating
countries with Kazakhstan’s foreign trade regime and its
correspondence to WTO agreements. During this time,
the WTO Secretariat was presented a lot of materials con-
cerning various spheres of the Kazakhstani economy: prac-
tices of price regulation, taxation system, grants in certain
economic sectors, foreign investment regime, import cus-
toms tariffs, protective measures by domestic producers,
import licensing, export regulation, standardization and
certification systems, foreign exchange transactions, plans
for drafting work, etc. All these items were discussed at
the first meetings of the Working Groups and WTO par-
ticipating countries.

The Working Group for Kazakhstan’s entrance into
the WTO held seven meetings from 1996 to November
2004 (March, October 1997; October 1998; July 2001, De-
cember 2002, March 2004, October 2004). An informal
meeting in July 2003 and 10 rounds of bilateral negotia-
tions were also held.

Bilateral and multilateral negotiations are conducted
within the framework of the process for Kazakhstan’s en-
trance into the WTO according to four main directions:

1. Kazakhstan’s market access conditions to be pro-
vided for foreign goods;

2. Kazakhstan’s market access conditions to be pro-
vided for foreign services;

3. Agribusiness;

4. System issues.

The negotiations on the Kazakhstan’s market access
conditions to be provided for foreign goods include deter-
mining and coordinating with the Working Group partici-
pating countries the maximal levels of binding import cus-
toms duties that can be imposed after Kazakhstan has
entered the WTO.

Further, a reduction of customs duties, which the
Working Group countries are insisting on, may produce a
negative effect on certain industrial sectors and agribusi-
ness:

- agribusiness: meat food and diary products (butter,
cheese, wursts, canned goods), vegetable oil, confection-
ery, canned vegetables, fruit juices, etc.;
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- industrial sector: textiles, garments, certain types of
construction materials, metal products, furniture, etc.

At the same time, similar imported products account-
ed for 40-50% in the domestic market.

Negotiations on the Kazakhstan’s market access con-
ditions to be provided for foreign services are conducted
in order to coordinate Kazakhstan’s market access condi-
tions for foreign service providers. Kazakhstan has been
improving the list of its specific services obligations tak-
ing into account the entered engagements with WTO par-
ticipating countries, special written comments of the Work-
ing Group countries, service sector development pro-
grams and changes in. the Kazakhstani services sector
legislation.

In 2003, growth rates of commercial services in nomi-
nal prices totaled 13% ($1.8 trillion). Since the services
market is of great interest to WTO countries, they de-
mand to reduce the limitations on accessing this market.

Negotiations on agribusiness, besides the aspect con-
cerning tariffs, include discussion on the scale of Gov-
ernment support of the agribusiness and amounts of ex-
port grants.

Kazakhstan has been actively conducting negotiations
on an adequate tariff protection, national support mea-
sures to be taken and export grants in agribusiness, tak-
ing into account that the agribusiness is the first priority
sector upon entering the WTO.

In addition, Kazakhstan wishes to be provided with a
competitive environment equal to that provided for other
countries. It should be pointed out that the extent of fi-
nancial support for the national agribusiness is extremely
insufficient compared to highly-developed countries. For
instance, the national support provided for agribusiness
in the USA totals 44% of the agribusiness gross output,
in the EU — 88%.

Negotiations on system issues are carried out by the
Working Group with the participation of all interested
WTO countries in order to check whether the Kazakh-
stani foreign trade regime and legislation comply with the
key WTO trade agreements.

In the course of multilateral negotiations, the follow-
ing issues concerning the country’s economic and trade
policies have been coordinated: rules and practices of
price regulation, state property and privatization, taxation
system and taxation of imported goods, grants provided
in particular economy sectors such as agribusiness, for-
eign investment regime, foreign exchange payment sys-
tem, import customs tariff including any existing tariff pref-
erences, customs duties, measures to protect domestic
producers (e.g. antidumping and compensation measures),
import licensing, export regulation, national trade compa-
nies, standardization and certification of imported goods,
sanitary and phytosanitary measures, protection of the
exclusive rights, etc.

In addition, issues on the mechanism of development
and implementation of policy influencing the trade of
goods and services have been discussed and coordi-
nated.

Presently, the multilateral negotiations are based on
the Factual Resume on Kazakhstan’s entrance into the
WTO with summarized data on the national foreign trade
regime, which will be transformed in the future into the
draft of the Working Group Report, the resulting docu-
ment, containing particular conditions of Kazakhstan’s
participation in the WTO [3].
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The main issues in the bilateral negotiations were those
on providing Kazakhstan with transition periods for join-
ing WTO Agreements on sanitary and phytosanitary mea-
sures, trade aspects of the exclusive rights, investment
measures connected with trade, grants, compensation
measures and agribusiness.

In the course of the negotiations, particular attention
was given to Kazakhstani legislation, its compliance with
the provisions of WTO agreements, in particular, in the
sphere of funding the industry sector, including export
grants, standardization and certification, unification of
standards and requirements for the certification of goods.

The main issues under discussion are:

(1) Regulating agribusiness and the extent of national
support, in particular, abolition of export grants for the
agribusiness. Since Kazakhstan has no outlet to the sea,
Kazakhstani farmers have unequal conditions in the world
market due to the cost of shipping.

(2) Obligations for providing foreign companies with
simplified access to the Kazakhstani market. Kazakhstan is
interested in maintaining the rates of customs tariffs at the
acceptable level. According to the Ministry of Industry
and Trade, the average tariff in Kazakhstan totals 9.7%,
11% in Russia and 10% in the WTO. Moreover, 91% of the
total imports are taxable at a rate of 5-15% and only one
third of imported goods is taxable at a rate of 20-25% [4].

As a result of the work that has been carried out for
eight years on Kazakhstan’s entrance into WTO, Kazakh-
stan’s future participation in the WTO will most likely be
negotiated. Kazakhstani proposals on the provision of
goods and services with access to the market, packaging
of agribusiness documents, technical obstacles to trade,
sanitary and phytosanitary measures, exclusive rights,
trade aspects, etc. have been discussed. WTO countries
have made their position clear on Kazakhstan’s entrance
into the WTO. They want more liberalization of trade.

It is planed that Kazakhstan will enter the WTO by the
end of 2005. One of the main topics discussed at the last
meeting of the Working Group in Geneva in November
2004 was the Factual Resume. Over 40 WTO participating
countries and O-members took part in the meeting, in-
cluding the United States, the European Union, Canada,
Australia, Switzerland, China, Japan, the Republic of Ko-
rea and other WTO countries which appreciated efforts
made by the Government of Kazakhstan to unify the na-
tional legislation with the provisions of WTO agreements
and to liberalize the key economic sectors.

The Working Group meeting resulted in a resolution
on the preparation of its first draft report, which estab-

lishes Kazakhstan’s obligations in the sphere of its for-
eign trade policy, including the regulation on export and
import of goods and services, technical obstacles to trade,
sanitary and phytosanitary measures and exclusive rights
protection.

Thus, Kazakhstani negotiators have succeeded in the
process of Kazakhstan’s entrance into WTO by trans-
forming the negotiations into a considerably higher level.

The final objective of any country entering the WTO
is to obtain certain advantages. Kazakhstan aims to ob-
tain the following:

« Besides of the fact that Kazakhstan will be consid-
ered a country with an open market economy integrated
into the world economy with structures assisting the de-
velopment of the Kazakhstani economy, the state will au-
tomatically have the most-favored-nation treatment in its
relations with all WTO members;

+ Kazakhstan will obtain additional advantageous tran-
sit routes for exporting domestic production. This is es-
pecially important for the development of Kazakhstan’s
foreign commerce connected with the domestic produc-
tion of the processing industry;

o As for the near and medium term outlook, Kazakh-
stan’s entrance into the WTO is important in respect to
attracting investment primarily into the domestic process-
ing industry and the development of high-tech industries;

o The WTO regime for settling trade disputes, espe-
cially in the course of antidumping trials with respect to
goods exported from Kazakhstan, is sure to be of great
importance for Kazakhstan. This regime will allow settling
trade and political disputes under WTO’s just procedures;

o After entering the WTO, Kazakhstan can count on
being entitled to participate in working out the rules that
regulate world trade, taking into account its national in-
terests;

« In addition, it will be possible to have access to
current information on foreign economic policy and in-
tentions of the governments of WTO participating coun-
tries, which will enable Kazakhstan to develop a more ef-
fective trade and economic policy;

» The creation of conditions to improve the quality
and marketability of domestic production by using ad-
vanced technology, increasing the number of goods, ser-
vices and volume of investment in the domestic market
as well as by implementing international standards for
quality;

« As a result of the increase in imports, Kazakhstani
consumers will have access to a broad range of goods to
be sold at lower prices.
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