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(Source: “Countries and Regions in Central Asia,” Map, One World - Nations Online,
http://www.nationsonline.org/oneworld/map/central-asia-map.htm (accessed March 2, 2013))

Central Asia
Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan

Greater Central Asia
Afghanistan, Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan,

Turkmenistan, and Uzbekistan

Caspian States
Azerbaijan, Iran, Kazakhstan, Russia, and Turkmenistan
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Introduction

Displayed on roadside billboards and monuments across Central Asia are the words
“white road” (ax o), wishing countrymen and travelers a safe journey as they traverse the vast,
harsh terrain. Pronounced “Aq Jol” in Kazakh and Kyrgyz and “Oq Yol” in Uzbek, the regional
expression serves both as a blessing and a metaphor for life." At the most basic level, “white
road” symbolizes a clear road. However, in a broader sense, the expression alludes to a smooth
path in whatever endeavor one may attempt. The words, therefore, serve as a fitting metaphor
for the US promotion of a stable and prosperous path forward for the region. The policy options
presented in this report aim to advance US relations with Central Asia while paving a “white
road” to regional security, economic stability, and social progress.

For centuries Central Asia served as a middle land for the Eurasian continent—influenced
by the great powers of its periphery. While the Silk Road helped integrate Central Asia into the
early world trade network, other periods in history, such as the invasions of Genghis Kahn and
the Soviet Union’s expansion, undermined the autonomy of the region. Throughout most of the
20" century, Central Asia was divided into five Soviet republics under the direct control of the
Soviet Union and was cut off from the international economic system. Many of the institutions,
infrastructures, and social issues of the independent Central Asian Republics are remnants of the
Soviet era. Legacies of this era hinder Central Asia’s growth in areas such as economic
diversification, education, and the renewable energy sector, among other outdated forms of
economic capacity. To this day, Central Asia is struggling to emerge from the highly ingrained
Soviet legacies that plague the economic, political, and social sectors of its republics.

Today, over two decades after its independence from Soviet control, the region has
gained new global importance. Central Asia has emerged as a major, long-term supplier of
crucial natural resources—oil, gas, uranium, and other important minerals—for a wide range of
industries. The region is also currently essential to US and NATO operations in Afghanistan,
providing transfer and fly-over access to the country. These economic and security factors place
Central Asia at the crossroads of a silent power struggle between the US, Europe, Russia, and
China, which all have distinct agendas for extending their influence in the region well after the

current war in Afghanistan ends. This nexus of clashing “great power” interests stems from



Russia’s view of the region as its own backyard, Europe’s keenness for the region’s natural gas
and democratization, and China’s insatiable appetite for natural resources and its desire to
secure its westernmost provinces. Despite these external pressures and involvements, the Central
Asian republics are seeking global integration in a manner that will allow for increased
international recognition of their autonomy. However, as the region attempts to unify and
integrate into the global economy, its relations with these larger powers will become increasingly
important.

The US is vested in the political, economic, and social stability of Central Asia largely
due to its involvement in Afghanistan. As the 2014 date for the withdrawal of US troops from
Afghanistan approaches, there will be increasing international attention on the country’s security
and ability to combat terrorism, as well as its economic stability. It is crucial that the Greater
Central Asian states, as neighbors to Afghanistan, maintain their current political stability and
strive for further economic growth through economic liberalization in order to better integrate
Afghanistan into a regional network that will enhance its security and development. For this to
happen, the nations of Greater Central Asia need to resolve disputes of their own, secure their
borders, continue to liberalize trade, and elevate their level of human capital, among other goals.
The US is in a unique position to implement policies that further these aims. Because of its
approaching transition from a military presence to a diplomatic influence, the US has the
opportunity to encourage cooperation between the countries of Greater Central Asia and the
regional players—Russia, China, Europe, and the US itself—for the long-term stability of the

region as a whole.



Executive Summary

Secretary of State Hillary Clinton made clear Central Asia’s renewed importance to the
United States with her proposal of a “New Silk Road”, which aims to stabilize Afghanistan
through connecting it to the rest of Central Asia. For a number of reasons, having to do with both
natural resources and global security, this region has become a new focus for major powers
Russia, China, the European Union, and the US.

The emphasis of this report is placed on the energy producing countries Azerbaijan,
Turkmenistan and Kazakhstan. As all three seek to become more central global energy suppliers,
the capacity of these states to develop the regional economy will be integral to the “New Silk
Road” strategy. However, US policy must navigate between its varying interests in Central Asia,
its relations with China and Russia, which border the region and have their own specific agendas,
and its commitment to human rights.

The papers included in this report are divided into four sections, providing
comprehensive information on major issues and considerations relevant to US policy in Greater
Central Asia. The first section takes up security issues of geographic, political and economic
importance. Issues include the rising influence of neighboring China, concerns over unsecure
borders, and drug trafficking as connected to terrorist organizations. These display a need for
regional cooperation to affect lasting change. Politically, the Nagorno-Karabakh conflict and the
politics of proposed pipelines act as barriers to regional cohesion. Economically, the vital
resources of uranium and water are discussed as their sale and availability affect larger
international objectives of security and human rights.

The second section evaluates the economic situation of Central Asia in terms of its
functional ability to stabilize Afghanistan. Diversification to non-resource products as well as
greater integration into regional and international trade networks are discussed as needed to
create a solid platform for stability. Renewable energy is recognized as an underutilized resource
of great importance. Finally, the economics section evaluates the current situation in Afghanistan
providing insight into how current US aid could better prepare Afghanistan for the shift from aid

to trade.
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The third section assesses social conditions, which are known to be in contradiction with
international standards for human rights. While Russia and China place less importance on
human rights in their negotiations with the region, the US’ aid policy is tied human rights
standards. Environmental issues, public health, and education are all additional aspects of US
concerns for developing the region. US investment in human capital to help citizens become
more involved in the economy is also fueled by the Arab Spring and recognition of a similar
potential here.

The fourth section provides an overview of policy actions the US should take to address
these targeted interests. The US should encourage regional cooperation for border security and
the development of energy infrastructure. The US should work to promote regional economic
integration that includes Afghanistan through the diversification of markets and attention to
current US aid practices with Afghanistan. Additionally, the US must balance these investments
with attention to social conditions, namely, electoral legitimacy, environmental, public health
and human rights concerns, as well as education.

In conclusion, this report provides the next steps for the US Department of State to
develop a comprehensive strategy to pursue the US’ many interests in Central Asia. In
implementation, the US must work with proximal powers, Russia and China, to secure borders
and ensure stability. It must encourage regional economic integration and remain committed to
long-term stability where a continued presence is established diplomatically rather than
militarily. Concerns for human rights must remain a priority, predicated by the US’ interest and
investment in people. Central Asia has the potential to be an economically integrated, thriving
region where educated citizens run a diverse economy. The success in establishing such a
Central Asia will reflect not only on the region, but also on the US in its critical transition in
regional involvement from a military presence to a diplomatic partner. These policies aim to

make that road clear, and further US commitment to the journey.
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Part |

Security

Security in Central Asia is an increasing focal point to US foreign policy interests,
specifically international market access to natural resources and the long-term stability in
Afghanistan following the 2014 US/NATO withdrawal. There is potential in the Central Asian
states to address these policy areas. The significant natural gas, oil, and uranium reserves in the
states can satiate international demands. The natural resource infrastructure projects in Central
Asia have the capacity to link Afghanistan to regional economic and political frameworks.
However, there is a particular fragility in Central Asia concerning security. Specifically, China’s
foreign policy in Central Asia, illicit drug trafficking, Azerbaijan-Armenia conflicts in Nagorno-
Karabakh, the viability of pipeline projects, nuclear proliferation, and border tensions over
water resources have the capacity to undermine US interests. The US can curtail these risks
through bilateral diplomatic relations with Central Asian states, international partnerships, and

careful economic investments.
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Chapter One

Just Right of Center:

China and the Geopolitical Continuum in Central Asia

Alexander Leo Kuehl

Abstract

China’s foreign policy in Central Asia demands US attention, as peace and security in the
region are contingent on three primary subsets: governance, economics, and foreign affairs.
China perpetuates autocratic governance in the region through its bilateral political relations,
compromises the economic potential of Central Asia through its natural resource projects, and
drives a wedge in Central Asia’s regional and international affairs through its intergovernmental
organization — the Shanghai Cooperation Organization (SCO). In turn, the state-society relations
of Central Asia are porous to terrorism, economic conditions foster a still internationally
dependent society, and state governments avoid autonomous and auxiliary intergovernmental
institutions. There is increasing priority in addressing these issues in Central Asia; the peace and
security in this region is imperative to ensure long-term stability after the US/INATO 2014
Afghanistan withdrawal. This report details the security risks in China’s Central Asian affairs,

and raises policy considerations that can curtail the implications.
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I. Introduction

US foreign policy in the Central Asian countries of Kazakhstan, Turkmenistan,
Uzbekistan, Kyrgyzstan, and Tajikistan prioritizes peace and security. In this light, China’s
increasing pull on Central Asia to its geopolitical sphere needs to be evaluated. China currently
has US$10 billion invested in Central Asia,® imports over 10% of its oil and gas resources from
the region,* and heads the Shanghai Cooperation Organization (SCO) that expanded over two-
fold in regional state membership since 2001. There is a firm Chinese “'fait accompli,”” an
irreversible presence in the region.® Chinese foreign policy trends have the capacity to undermine
US security interests in Central Asia. First, China’s bilateral relations with the Central Asian
state leaders perpetuate autocratic governance in the region. In turn, human rights violations and
an absence of democratic governance create state-society relations vulnerable to proliferating
terrorism currently situated in Afghanistan. Second, China’s natural resource projects in the
region hinder the economic potential of Central Asia and Afghanistan. This runs counter to US
aspirations of a ‘New Silk Road’ that ties Afghanistan to the Central Asian economic
infrastructure to ensure long-term independent stability.® Last, Beijing’s pervasive rise through
the SCO compromises the effectiveness of auxiliary intergovernmental institutions and viability
of an autonomous Central Asian organization. In effect, the SCO counters US leverage over the
region in the North Atlantic Treaty Organization (NATO) and Organization for Security and Co-
operation in Europe (OSCE) and fragments Central Asian state foreign affairs. In the face of the
2014 Afghanistan withdrawal, Washington cannot acquiesce to the SCO's policies. However, it
is not necessary to perceive China’s “geopolitical influence as a purely zero-sum endeavor,” as
peace and security in Central Asia has a shared importance in the vested interests of the US and
China.’

I1. China - Central Asia Bilateral Relations

China’s bilateral relations with Central Asian state leaders preserve autocratic governance
in the region through purporting a common security threat and entrenching clientelism.
Kazakhstan President Nursultan Nazarbayev, Uzbekistan President Islam Karimov, and
Tajikistan President Emomali Rahmonov have remained leaders of their respective states since
the dissolution of the Soviet Union. They politicize Chinese claims that an Islamic terrorist

incursion from the Turkic ethnic group Uighur population is an imminent security threat in order
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to receive economic compensation. This dynamic is evident in Tajikistan and Kyrgyzstan. Each
government advertises its vulnerability to Islamic militant movements to receive outside military
and economic assistance.® China is quick to direct its resources to its bordering states. Tajikistan
IS subject to the cross border activities of terrorist organizations stationed in Afghanistan and
400,000 Uighurs span Kyrgyzstan and Kazakhstan.? It follows that China is the leading foreign
investor in Tajikistan and Kyrgyzstan.™ In these proceedings, Central Asian human rights and
democratic governance violations are never addressed. The bilateral relations primarily serve
surface-level self-interests. This is clear in recent events in Kazakhstan and Uzbekistan.

On May 30", 2012, 14 of the 15 border guards stationed at the Sary Bokter outpost in the
Almaty Oblast, Kazakhstan region bordering China were discovered dead in the burned-out
barracks.™ The remaining border guard was missing.'? Immediately on June 1%, Kazakh
President Nazarbayev stated that the killings were “‘a terrorist act’” without further specification
of the perpetrators.'® In December 2012, the missing border control guard was sentenced to life
for the killings.'* Nazarbayev’s accusations were not substantive, considering the outpost was
temporarily constructed to counter herb-pickers that illegally crossed the Kazakh border from
China.™ Moreover, the only border guard that escaped the killings was missing. The highest
authority in Kazakhstan seized the event as an opportunity to render a domestic terrorist threat,
and attract foreign engagement.

In May 2005 violent events erupted in Andijan, Uzbekistan after peaceful civilian
protests for 23 businessmen on trial for Islamic extremism.'® The unarmed populace of several
thousand flanked by civilians wielding weapons occupied the square in front of the regional
government administrative building to protest long-time injustices and economic hardships.*’
Government forces fired shots into the crowd without warning or discrimination, leaving an
estimated 700 civilians dead.*® Tashkent refuted the international backlash, insisting that only
187 civilians, mostly terrorists, criminals, and government security forces died.*® The
government claimed the shots were a response to 20 minutes of civilian fire and that the
protestors were Islamic militants striving to establish a caliphate.?’ Zhang Deguag, the current
Chinese Secretary General of the SCO, designated the event as a terrorist attack against the
Uzbek government.?* This sanction allowed Tashkent to vehemently deny European Union (EU)
and US allegations and requests for investigation. The Uzbek government knew China stood

behind the Islamic terrorist rhetoric with economic support.
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China contributes to instilling a common fear throughout Central Asia, a modern ‘Red
Scare’ that exists on account of the global war on terror (GWOT). The events at Andijan were in
response to Tashkent’s judicial authoritarianism in the face of an Islamic terrorist threat. The
populace rebellion was suppressed through GWOT justifications, and met with Chinese approval
that further legitimizes the autocratic regime. These cyclical state-society relations will
inevitably give rise to another civil uprising, consequential authoritarian brutality, and an
endorsement from China. The same inputs are present in Kazakhstan. The inherent human rights
and democratic governance violations in Central Asian state-society relations threaten to incite

terrorism.

Background: China - Central Asia Bilateral Relations

The present bilateral relations that exist between China and Central Asia emerge from
Soviet legacies. The dissolution of the Soviet Union in 1991 led to persisting communist rule and
new-found autonomy in the governance of former Central Asian satellite states. These factors
foster autocratic regimes, as particularly evident in Kazakhstan, Tajikistan, and Uzbekistan.
China was anxious to engage its reinvented western neighbors to resolve security concerns
involving the Uighur population. The Xinjiang Uighur Autonomous Region lies in mainland
China, bordering Kazakhstan, Kyrgyzstan, and Tajikistan.? In the interwar years, the territory
revolted against the Republic of China, eventually creating the brief East Turkestan Republic, an
independent Islamic state later enveloped by China in 1934.%* The northern reaches were a
Soviet satellite from 1945-1949, adopting the name the Second East Turkestan Republic, before

being consumed by Chinese Communist control.?*

The Uighur separatist and nationalist
movements persisted within China’s borders through the 1990s as China tirelessly prevented
Xinjiang from becoming the sixth Central Asian state of East Turkestan.”® China took advantage
of the recently autocratic and inherently vulnerable post-Soviet Central Asian states in settling
western border disputes to consolidate against the Uighur state. China signed agreements with
Kazakhstan, Tajikistan, and Kyrgyzstan in 1994, 1996, and 2002, respectively.?

The 9/11 terrorist attacks and subsequent US-led GWOT substantiated prior Chinese
claims that the movements were terrorist organizations.?’ In 2002, the United Nations (UN)
placed the East Turkestan Islamic Movement (ETIM) on its list of terrorist organizations, and the

US Treasury followed suit in 2002.2% China harnesses the GWOT to categorize Uighur peaceful
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political activism and forms of religious practice as terrorist activity.”® Additionally, China
situates the Uighur threat in its ideology concerning the government-declared ‘Three Evils’ of
separatism, religious extremism, and terrorism.*°

China’s historic concern with the Uighur population stems from its desire to protect Sino
territory and trade routes. Uighur upheaval in its western Xinjiang province threatens stability in
China and eastern province access to over-land trade routes necessary to exchange manufactured
items and natural resources with Central Asia. It presents an enticing alternative to the oft
tumultuous maritime routes. Sizable Uighur diasporas in Central Asian states present an
additional hurdle. Considering the transnational nature of this issue, China is committed to the
economic development of its western provinces and bordering states to satiate Uighur discontent.
Specifically, Beijing’s Great Western Development Project, initiated in 2000, aims to reduce
socioeconomic disparities between China’s eastern and western provinces.®! In addition, China
relies on pressuring Central Asian leaders to prevent the movements within their own borders

through displaying a common security threat and clientelism.

US Interests: China - Central Asia Bilateral Relations

The state-society relations that exist between the autocratic Central Asian regimes and the
subjected civil society are rife, and threaten to foster terrorist organizations. There are three
formidable terrorist organizations that originate in Central Asia and currently operate in
Afghanistan. Jund al-Khilafah, the Turkistan Islamic Party (TIP), and the Islamic Movement of
Uzbekistan (IMU) have ties to Kazakhstan, Xinjiang, and Uzbekistan, respectively.*? While there
is insufficient evidence of operational bases in the Central Asian states, the terrorist
organizations’ commitment to return to their homeland is strong.*® There are established
connections of these terrorist organizations in Afghanistan to Central Asia. The 2005 Andijan
incident demonstrates that society is inclined to turn towards a radical non-state actor if the state
subjugates them.”**

The Central Asian terrorist organizations operating from Afghanistan demonstrate ties
and threats to their native lands. Jund al-Khilafah conducted three separate attacks in the Kazakh
cities Atyrau, Taraz, and Almaty in 2011 and the transit of militants and funds to the 200-300
Kazakh militants fighting in Afghanistan originates in Kazakhstan.* TIP maintains 300-500

fighters, with a portion of Uighurs from the Xinjiang Province.*® There is only one confirmed
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instance of a TIP fighter returning to Xinjiang from training in Afghanistan or Pakistan and
conducting an attack.>” This resulted in the death of ten Han Chinese pedestrians in Kashgar,
China.® The IMU’s involvement in Central Asia and Uzbekistan has remained stagnant since
2004, although it continues its operations in Afghanistan, assisting the Taliban in seizing control
of the northern territories.*

It is in US interest to prevent Central Asian states from becoming a terrorist haven. If a
long-standing Central Asian state leader fell amid social upheaval, the resulting power-vacuum
could allow a terrorist organization to establish a new base or series of bases. Central Asian
states, like Kazakhstan and Turkmenistan, have small populations and large tracts of uninhabited
and poorly monitored land. A terrorist network bridging Afghanistan-Pakistan and Central Asia
is a distinct possibility. There is already speculation that the IMU and auxiliary militant groups

(133

are stationed in Kazakhstan, using the country as a “‘terminal’ linking Europe, Central Asia, and
Afghanistan.”*® The terrorist threat could proliferate throughout Central Asia and internationally
after the US/NATO 2014 Afghanistan withdrawal.

Aside from China’s hand in perpetuating autocratic governance in Central Asia, its
bilateral affairs limit US political leverage. Washington often turns to “soft power” strategies in
easing state-society tensions in Central Asia, specifically attaching “conditional demands” to the
distribution of funds to governments including civil society promotion and anti-corruption
initiatives.** This political leverage through the International Monetary Fund and the WB is hurt,
as Central Asian state leaders turn to a Chinese government that does not require conditionality
agreements. Negative state-society relations threaten to persist if there is no incentive to change

course.

I11. China’s Natural Resource Projects

China’s natural resource projects jeopardize regional economic potential in greater
Central Asia through extensive pipeline projects. Specifically, the viability of the Turkmenistan—
Afghanistan—Pakistan—India (TAPI) natural gas pipeline is at risk due to China’s existing
Turkmenistan—Xinjiang pipeline and plans to construct the Turkmenistan—Afghanistan—
Tajikistan—China pipeline. The Turkmenistan—Xinjiang natural gas pipeline commenced
operations in December 2009, transiting Uzbekistan, Kazakhstan, and Sino western provinces

before terminating in Beijing.** This pipeline extracts the same resources that will supply the
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TAPI. While Turkmen holds of natural gas resources are sufficient to support both pipelines,
production needs to increase immediately if the TAPI is to remain conceivable.** At a 2012 SCO
Summit in Beijing, Afghanistan President Hamid Karzai met with Chinese President Hu Jintao
and head of the China National Petroleum Corporation (CNPC)* Jiang Jiemin to discuss the new
Turkmenistan - China natural gas pipeline.** There is already an agreement in place between
CNPC and the Turkmenistan firm Turkmennebitgaz to double current export levels to China by
providing 65 billion cubic meters (bcm) of natural gas from the Bagtyyarlyk and South Yolotan
natural gas fields to China per annum by 2014.% It is possible that this pipeline will facilitate the
increased export of this natural gas.*® Construction is set for 2014, which coincides with the

planned construction of the TAPI.*/

Turkmenistan currently produces 66 bcm of natural gas,
retaining 16 bem for domestic consumption and exporting 50 bem.* In 2010, Turkmenistan
exported 10 bcm to Russia and 20 bem to Iran.*® Considering that Turkmenistan agreed to
provide 65 bcm per annum to China, this leaves Turkmenistan with a production deficit of 45
becm. This is not conducive to the December 2010 TAPI pipeline intergovernmental agreement
reached between each of the transit states, which dictated Turkmenistan export 33 bcm of natural
gas: 5 bcm to Afghanistan, and 14 bem to both Pakistan and India.™

The new Turkmenistan — Afghanistan — Tajikistan — China pipeline has the capacity to
redirect necessary foreign investment from the projected US$8 billion TAPI on account that the
pipeline offers a relatively secure investment venture.>® It circumvents the volatile southern
Pashtun provinces in Afghanistan in contrast with the TAPI pipeline route through Afghanistan’s
southern reaches to the equally unstable Pakistan.® In addition, the Iran—Pakistan (IP) pipeline
attracts Chinese investment, threatening to advance the construction process ahead of the TAPI.
Iran already constructed a 600 mile long stretch from its South Pars gas field to the border to
supply Pakistan with the desired 21.5 million cubic meters of natural gas per day by the end of
2014.>® Pakistan recently confirmed it will complete the section that lies in its borders.>* Iran
possesses the earth’s second largest natural gas reserve, so the TAPI is not necessary to meet
Pakistan’s energy demands.”® Although China recently backed out of financing the project due to
US pressure, it remains a strong potential investor considering India’s security hesitations in

financing the pipeline.>® Islamabad supports China’s involvement in the IP, considering its

! Chinese state-owned oil and gas corporation
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excellent diplomatic relations relative to India and the prospect of transit fees and infrastructure

projects for Pakistan.>” China is a potential third transit state in the IP over India.

Background: China’s Natural Resource Projects

It is necessary to turn to China’s natural resource projects in the South China Sea and
Africa to understand the Sino pivot towards Central Asia. There is increasing Chinese demand
for natural gas and oil resources. In 2010, China’s import of natural gas totaled 30 — 40 bcm,
with projected increases to 50 — 60 bcm in 2015 and 80 — 90 bem in 2020.% China is currently
the second largest oil consumer internationally and is expected to be the largest net importer of
oil come 2020, with net imports increasing from 5 million barrels per day in 2011 to 13 million
in 2035.%° This demand increase will depend on Central Asia’s 2 billion tons of oil and 3 trillion
cubic meters of natural gas reserves that amount to 8% and 4.3% of the total world supply,
respectively.?® The turn to Central Asian resources is due, in part, to escalating tensions in the
South China Sea.

The South China Sea and Central Asia represent “new energy frontier[s]” to China.*!
China has aspirations of decreasing its dependence on natural resources from the tumultuous
Middle East in favor of proximate natural resource stability. Recent events in the South China
Sea threatens to limit the ‘energy frontiers’ available to China. The Philippians, China, Vietnam,
Taiwan, Malaysia, and Brunei contest natural resource rights and international trade routes in the
1.4 million square mile expanse in the Pacific Ocean.?® The South China Sea namesake is the
only clear delineation of sovereign claims, yet the Chinese Foreign Ministry’s claim that it
possesses ““undisputed’” sovereignty over the South China Sea is idealistic.?®> The UN Exclusive
Economic Zones demarcation for the littoral states is in constant flux, as each state competes for
the estimated 7 billion barrels of oil reserves and 900 trillion cubic feet of natural gas supply in
the sea.®® India’s state-run Oil and Natural Gas Corporation recently partnered with Vietnam’s
Petro Vietnam to develop oil resources in the disputed sea, and the militarization campaign in the
Philippines, Vietnam, and Malaysia aims to protect state access to natural resources.®® The
propensity for conflict in the South China Sea limits China’s access to the frontier’s natural
resources, and even threatens to curtail the import of natural resources from distant frontiers.

Global oil tanker shipments passing through the South China Sea amount to 50% of the

20



international total.®® China will continue to increase its hold on natural resource projects in
Central Asia considering the relative access stability along this energy frontier.

China’s natural resource foreign policy in Africa signals warnings to the increasing
natural resource projects in Central Asia. Africa holds just 9-10% of world oil supply, yet China
relies on the continent for 30% of its crude oil imports.®” To reiterate, Central Asia holds 8% of
world oil supply and supplies over 10% of China’s crude oil and natural gas imports. These
import figures from Africa and Central Asia are secured as part of a larger trade relationship with
China. In 2003, China became the second largest oil importer, after the US. In 2009 China
surpassed the US as Africa’s largest trading partner.®® In 2010, China surpassed the EU as
Central Asia’s largest trading partner.®® In Africa the natural resource trade contributes to 90%
of the trade capital with China.”® These common figures in Africa and Central Asia are no
coincidence, and indicate that China will increase natural resource extraction in Central Asia.

US Interests: China’s Natural Resource Projects

Central Asia is necessary to ensure the stability of Afghanistan. Focus needs to turn to
economic development. In terms of Afghanistan assuming autonomous security responsibility,
there needs to be a commitment to former US Secretary of State Hillary Clinton’s vision of a
“New Silk Road.”” Underlining this strategy is the US aspiration for “regional economic

"2 If Afghanistan is “integrated into the economic life of the region,” the state will

connectivity.
be able to attract private investment, pursue advantageous development of its mineral resources,
and provide economic opportunities for its citizens.”® Pipelines, specifically the proposed TAPI
natural gas pipeline, serve to catalyze this connection.

The US supports implementation of the TAPI. The pipeline connects Turkmenistan’s vast
supply of natural gas with market demand in India and grants Afghanistan and Pakistan sustained
income through transit fees.” International concerns centering on the security risks in routing the
pipeline through Afghanistan are legitimate, but fail to realize the positive relations between
economics and security. Linking Afghanistan to a regional economic network the scale of the
TAPI will instill a vested economic interest in Central Asia to protect Afghanistan. In the least,
the TAPI transit states will share this commitment and work towards alleviating political
tensions.” In turn, a secure state and positive economic outlook will attract private investments

that can further development Afghanistan. The US backs the diversification of Turkmenistan’s
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natural gas pipelines. Increasing the natural gas production capabilities in Turkmenistan will
allow the state to distance its dependence on China and reach auxiliary states, specifically
Pakistan and India. China already demonstrated its proclivity to derail pipeline diversification
efforts. The 2009 the Turkmenistan — Xinjiang gas pipeline compromised the Nabucco pipeline
to the EU.”® The US opposes the IP natural gas pipeline on account that the project undermines

the TAPI and violates international sanctions against Iran.’’

IV. The Shanghai Cooperation Organization

The SCO is “the main multilateral vehicle for Chinese regional efforts.”’® It is comprised
of the member states Kazakhstan, Kyrgyzstan, Tajikistan, Uzbekistan, China, and Russia. The
observer states include Afghanistan, India, Iran, Mongolia, and Pakistan with Belarus and Sri
Lanka as dialogue partners. The US requested observer status but was denied. There is a unique
duality in the functioning of the SCO, as it is a “powerfully symbolic, but institutionally empty
actor.””® There are significant international and regional repercussions of this policy. Since its
infancy in 1996, the SCO has functioned as an arm of its creator - the People’s Republic of
China. It represents China’s ‘symbolic’ geopolitical sway in Central Asia, effectively limiting the
role of auxiliary intergovernmental institutions. The ‘institutional emptiness’ of the organization
minimizes the possibility of an autonomous Central Asian organization.

China places the SCO on a pedestal, as it stands to uniquely represent an
intergovernmental institution that does not “infringe on its members’ sovereignty.” % China
disseminates this image vis-a-vis NATO and OSCE, presenting itself as an alternative
intergovernmental organization. China distances the SCO from NATO with non-intervention in
human rights. The 2000 Dushanbe Declaration, issued by the SCO predecessor Shanghai Five,
states “the organization was opposed to any intervention undertaken without UN approval and
interference in internal affairs under the pretext of defending human rights.”81 Prior to this
statement, NATO demonstrated its willingness to intervene in sovereign affairs on account of
human rights violations in the 1999 airstrikes against Serbia.®? The strikes came in response to
the absence of provisions, medical care, and security for the innocents in the Serbia-Albania
conflict over Kosovo.® State leaders in Central Asia turn to the SCO over NATO to avoid
charges on its blatant human rights violations. In a similar respect, China separates the SCO from

the OSCE with non-intervention in democratic affairs. The SCO provides economic, security and

22



military development assistance to Central Asia sans a democratic agenda.®* In contrast, the
OSCE upholds “a comprehensive approach to security that encompasses politico-military,
environmental and economic, and human aspects.”® The different intentions of each
organization are evident in the 1999-2000 parliamentary and presidential elections in
Kazakhstan, Kyrgyzstan, Uzbekistan, and Tajikistan.?® The OSCE did not recognize legitimacy
in the elections, but each head of state assumed its position in the governing authority of the
SCO.¥ State leaders in Central Asia preserve their positions through autocratic governance, so
interacting with the SCO poses an insignificant threat relative to the OSCE. The SCO’s
increasing geopolitical influence over Central Asia coincides with a decreasing NATO and
OSCE presence.

Unlike NATO, the SCO maintains negligible financial resources and no collective
military forces.®® It lacks defined security objectives and priorities, and is void of a pragmatic
mission statement.®® The SCO intentionally exists only to serve Beijing’s geopolitical interests,
“to institutionalize its legitimacy in the region.”® In this absence of outward intentions, Central
Asian leaders consequentially leverage membership in the SCO to serve their state interests.
Russia participates in the SCO on a geopolitical basis, Kazakhstan pursues an economic agenda,
and Kyrgyzstan, Tajikistan, and Uzbekistan focus on counterterrorism and regional stability.*
The latter states are discontent with the SCO’s non-involvement in settling water and
hydroelectric disputes in the border regions.*? The conflicting Central Asian state interests and

the SCO’s inability to remedy the differences adversely affect cohesion efforts in Central Asia.

Background: The Shanghai Cooperation Organization

The SCO is exclusively China’s intergovernmental organization, serving varying Sino
interests in Central Asia throughout its existence. The SCO is an “axis of convenience,”®
considering that the selection and retention of member states is on a geopolitical, as opposed to
merit, basis.** This criterion emerged with the Shanghai Five’s inception in 1996. The
dissolution of the Soviet Union in 1991 led to the Commonwealth of Independent States
absorbing every Central Asian state.*® This prompted China to form the Shanghai Five,
expanding its sphere of influence to resolve border disagreements with Central Asia states
through multilateral forums and bilateral agreements.*® In turn, the states perceived China as the

creditor to their survival as they were able to remain independent.”” Still, the borders hold only a
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one-way delineation with China continuing to exert its physical and ideological influence
outward. The territorial treaties were never published, raising concerns that they are merely
temporary.*® China violates the demilitarization agreements on its borders, conducting exercises
in the region to protect its majority Uighur western Xinjiang province.® China invokes the
SCO’s early border settlements, “threatening to undermine the very foundations of the new
states” if Central Asia resists the campaign against the Uighurs.'® China, through the SCO,
presents itself as an economic and diplomatic partner to Central Asia but places contingent limits
centering on the protection of Sino territory.'®* The SCO operates through this quid pro quo.
The ineffectiveness of security structures in combating terrorist activity in Central Asia
points to China’s unilateral intentions in its creation: to protect Sino borders and veil SCO
expansion. IMU incursions cut across the Tajik and Kyrgyz borders in 1999 and 2000, prompting
Uzbekistan’s membership in the Shanghai Five in 2001, forming the SCO.** The US GWOT
and designation of the ETIM as a terrorist organization led to an increasing counterterrorism and
security agenda in the SCO.** In 2003 annual military simulation exercises primarily between
Russia, China, and Kazakhstan commenced.*** The Regional Anti-Terrorist Structure was
created in 2004 as a forum to discuss counterterrorism and exchange sensitive information in the
field, although the limited successes owe to bilateral relations.'®® In 2005 the SCO and Russia-
led Collective Security Treaty Organization (CSTO) initiated joint military exercises, or Peace
Missions that amounted to limited transnational interaction.'® The influx of these institutions
gave the SCO a misperceived legitimacy, prompting the inclusion of Mongolia, Iran, India, and

Pakistan as associate member/observer states.'%’

US Interests: The Shanghai Cooperation Organization
The SCO limits US leverage through NATO and the OSCE over Central Asia. The
regional authority of these institutions is undermined by the SCO. This places pressure on the US
to unilaterally insert itself in Central Asia in the face of the 2014 US/NATO Afghanistan
withdrawal. Subsequent US visibility in the affairs of Central Asia incites anti-US sentiments in
the SCO and in Central Asia itself. In contrast, Central Asian states are not in a position to

autonomously resist the OSCE, as it is the largest regional security organization in the world,
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encompassing 57 participating states across Europe, Asia®, and North America, and 11 co-
operation states across the Mediterranean region, Asia, and Australia.’® The SCO instills the
opposition, and lifts Washington’s ability to influence Central Asia through the
intergovernmental institution. In the July, 2005 Astana SCO summit, the SCO demanded the US
restrict the length of its military presence in Central Asia.'®® Following the 2005 Andijan events,
Tashkent ordered the closure of the US base at Karshi-Khanabad.*® Kyrgyzstan pressured
Washington to close the US Manas Transit Center after China allegedly offered financial
compensation to the state to offset the rent revenues Kyrgyzstan collects from the US base.'**
This is an out-standing offer, as China rejects a US military presence near the Xinjiang
province.* The US is unable to afford these rejections from Central Asia. The Manas Transit
Center is an “entry and exit point for virtually all coalition forces in Afghanistan.”*** Protecting
the movement of troops and non-lethal supplies over Kyrgyzstan’s border to Afghanistan is a
priority through 2014.*** The Northern Distribution Network (NDN) is a logistic supply line
through Central Asia, converging in Uzbekistan prior to crossing over to Afghanistan to support
present US/NATO operations. The US Transportation Command estimates that 40% of all
sustainment cargo transits the NDN.'*® Uzbekistan’s resistance to a US presence can severely
limit these figures.

Long-term stability in Afghanistan is dependent on political and economic assistance
from Central Asia. There is encouraging Central Asian state bilateral assistance to Afghanistan,
but the SCO is unable and unwilling to harness member state resources to form an effective
aid package. Kazakhstan extends humanitarian assistance to Afghanistan, and Uzbekistan and
Tajikistan support their co-ethnics in the northern provinces. These reconstruction efforts exist
outside the SCO framework, despite Afghanistan’s desire to interact with the intergovernmental
organization to usher in long-term stability. In 2006, President Karzai voiced that Afghanistan
“belonged to the region in which the SCO was situated. Afghanistan has no other solutions and
cannot exist outside of this region.” ™*® This statement was only met with non-substantive SCO
discussions and messages of intent. The US cannot depend on the SCO to coordinate peace and
security initiatives in Afghanistan after 2014.

2 Including Central Asia
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V. Policy Considerations
China - Central Asia Bilateral Relations

China relies on purporting a Uighur security threat and clientelism in Central Asia to
secure its borders. This upholds autocratic governance in the states that leads to human rights
violations and an absence of democracy. The resulting state-society relations threaten to incite
terrorism in Central Asia. These bilateral relations are resilient to outside intervention that relies
on conditional demands. The US faces two main considerations in disrupting this trend:
countering clientelism with clientelism and building democracy.

In the GWOT the US relied on clientelism, as US political recognition of Central Asian
state leaders was exchanged for political and security cooperation in Afghanistan affairs. These
short-term stability strategies allowed Washington unfettered access to Afghanistan. The US
maintains sufficient experience and resources to participate in clientelism practices. In 2009,
former Kyrgyz President Kurmanbek Bakiyev threatened to close the Manas Transit Center.*!
In response the US settled on a five year agreement with the state to increase rent payments from
US$17 million to US$60 million per year to keep operations.**® However, these practices are not
dependable. Kyrgyz President Almazbek Atambaev is firm in his refusal to extend the
operational lease agreement at the Manas Transit Center that expires in 2014.**° This date
precedes the US/NATO withdrawal from Afghanistan and will compromise logistics of exiting
the military and maintaining a supervisory position.*? The US is currently in negotiations with
Kyrgyzstan to extend the lease.’** Negotiating with autocratic leaders in Central Asia incurs
political and economic costs.'?* Long-term stability through democratic institutions should be
considered by the US in its bilateral relations with the states. China is immune to instating this
switch due to its existing economic ties and geographic proximity.

External foreign policies in Central Asia have accustomed “local elites to frame external
engagement on security and democracy as antithetical.”*?* The US may start its efforts to
implement democratic institutions with strong diplomatic statements suggesting that democracy
is returning to the fore-front of its foreign policy with Central Asia. This suggests that democracy
is not “a smokescreen for ulterior motives.”*?* Long-term security in Central Asia and
Afghanistan is dependent on initial democratic institutions. US pressure to reform at the highest
political level risks ousting an autocratic leader to open the political office to terrorist

organizations that thrive in the fragile state-society relations. Instead, building a civil society
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through investments in democratic governance, public health programs, economic assistance,
and English language training, may lead to the formation of a democratic opposition to the
authoritarian incumbent.’® In 2010, total US assistance to Central Asia was a mere 3%
(US$436.24 million) of what was spent in Afghanistan (US$14.78 billion).*?® The US is already
transitioning to expecting legitimate elections. US Secretary of State John Kerry admits there

[1%3

were US compromises in the “‘propriety of the process’” of the 2004 Afghanistan elections that
will not stand in 2014.**" The US may consider the same approach to upcoming elections in the

Central Asian states.

China’s Natural Resource Projects

China’s pipeline projects in Central Asia undermine the TAPI natural gas pipeline that
could spur economic potential in Central Asia and Afghanistan. The existing Turkmenistan —
Xinjiang pipeline and plans to construct the Turkmenistan — Afghanistan — Tajikistan — China
and IP pipelines strains Turkmenistan’s natural gas production capabilities and redirects foreign
investment necessary to the TAPI. In response, the US may weigh three primary policy
considerations: economic sanctions, facilitating US government and private sector investment,
and diplomacy in Beijing.

Pakistan is signing a US$500 million agreement with Iran to complete the IP natural gas
pipeline in its borders despite US threats of international sanctions.'?® Pakistan is forging ahead
due to US delay in implementing power projects in Pakistan.*® The state is currently
experiencing a power crisis, coping with a national grid that is unable to meet over 1/3 of
Pakistan’s energy requirements."** There are estimates that 3-4% of GDP is lost to these
shortages.*® The IP has the capacity to generate over half of the existing shortages.*** In this
situation, sanctions do not deter Pakistan. US sanctions on Iran pressured the state to look to
Pakistan to export its natural gas resources. Sanctions against China, in participating in the IP,
run a similar risk of prompting increased resource extraction from greater Central Asia. The US
may consider taking advantage of Pakistan’s power and financial deficits by financing the
construction of the TAPI in the state’s borders.

Facilitating US private sector led investment in Central Asia has the capacity to retard the
state’s incorporation into the Chinese economy.'®® There is an increasing trend in the

privatization of Central Asian state assets. The Turkmen economy is almost exclusively under
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state control, but Turkmen President Gurbanguly Berdymukhammedov announced a
privatization program in 2012 set to continue to 2016.** The US can prepare in the event that
state energy assets open to privatization.'® Secretary of State Kerry has called for the American
business sector to pursue more long-term contracts for natural resources in Africa. This will
generate economic benefits for the US and counter a market China currently dominates. *® The
US may consider applying this strategy to Central Asia to increase competition to Chinese
natural resource projects and develop the natural resource production capabilities in Central
Asia.

US diplomacy in Beijing relative to its natural resource projects in Central Asia can focus
on increasing China’s interest in the security of its pipelines. China responds positively to
security and political threats to natural resources. In 2012, China assumed a larger diplomatic
role in the Sudan — South Sudan conflict after the latter ceased crude oil production in refusing to
pay the former inflated fees to use their oil pipelines.**’ China, the largest foreign investor in
Sudanese oil, wants to ensure that the dispute is resolved in order to protect the natural resource

export.*®

China already appears to be transitioning its foreign policy in Afghanistan. In
September 2012, Chinese security chief Zhou Yongkang visited Kabul, marking the first visit to
the state by a senior Chinese leader in nearly five decades.™® Yongkang discussed border

security, terrorism, and support for Afghan police.*°

Metallurgical Corporation of China’s
(MCC) USS$3 billion deal to develop Afghanistan’s Aynak copper mine is the major catalyst.141
The US should consider emphasizing the terrorist threats in Central Asia that can disrupt China’s

pipelines to prompt a Chinese security presence.

The Shanghai Cooperation Organization

The SCO serves primarily as a Sino intergovernmental institution. China is not a member
of OSCE or NATO and instead extends its foreign policy to the SCO, perpetuating strong
geopolitics and institutional emptiness. This results in limiting auxiliary intergovernmental
institutions and an autonomous Central Asian organization, respectively. The SCO destabilizes
US accessibility to the region that traditionally relies on intergovernmental institutions and
transparent Central Asian state foreign policies. The US may consider two policy approaches to

reversing the SCO’s adverse influence on Central Asia: exert increasing influence in Central
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Asia through OSCE and NATO or advocate for an autonomous Central Asian organization
through bilateral diplomacy.

Reorienting Central Asian states to the west through OSCE and NATO is conceivable
considering China’s absence and the states’ presence in both intergovernmental institutions. This
approach risks leading to a zero-sum paradigm in China-US politics. Apparent SCO opposition
to the US, NATO, and OSCE is a secondary consequence to China’s primary aims of securing its
borders from political threats and opening its borders to economic benefits. Aggressive policy to
the US is not in the economic interests of China. *** Moreover, it is evident that the SCO is
severely limited in its capacity to wager a real security and political counter to the west.

US bilateral diplomacy with Kazakhstan aimed to establish an autonomous Central Asian
organization is a viable consideration. The 1994 Pentagon strategy to East Asia implemented an

299

“‘integrate but hedge’” foreign policy.** This evokes President Ronald Reagan’s ““trust but
verify’” foreign policy to the Soviet Union.*** Directly contesting China may result in reciprocal
actions, as the nuclear arms race in the Cold War reveals. The Pentagon strategy counterbalanced
China’s rise through strengthening relations with India.** This same strategy could be applied by
strengthening ties to Kazakhstan to check the SCO. Additionally, President Nazarbayev 2007
proposal of a Central Asian Union to utilize the regions food, energy resources and market
demand to become self-sustaining™*® parallels US interest in a “New Silk Road”.**" Kazakhstan
aspires to imitate the European Union structure, with a project to meet political, economic, and
security concerns in Central Asia.**® However, President Karimov resists this initiative, arguing
that the socioeconomic disparities between Central Asian states are too great to form a union.**°
Instead, Uzbekistan seeks bilateral economic agreements.**°

Kazakhstan recurrently demonstrates its potential to assume a regional and international
role in intergovernmental diplomacy and security measures in greater Central Asia. Present US
relations with Kazakhstan are the “deepest and broadest of all countries in Central Asia.”*>*
Kazakhstan perceives itself as in a pivotal position. Former Kazakh Minister of Foreign Affairs
Marat Tazhin situates Kazakhstan at the “crossroads of geopolitical platforms.”*** Specifically,
Kazakhstan’s relative geographic position, natural resource wealth, and membership in SCO,
CSTO, and NATO carries his view that each intergovernmental institution can “find a common

denominator and develop dialogue,” as it relates to regional security and cooperation in

Afghanistan. 1*® Kazakhstan maintains the Kazbat battalion (later elevated to the Kazbrig

29



brigade), the only Central Asian state peacekeeping force.™®* It served in Iraq between 2003 and
2008. **° In addition, Kazakhstan supports the NDN and Afghanistan’s National Security
Forces.™® On a larger security scale, Kazakhstan strives to establish a Nuclear Weapons Free
Zone in Central Asia and host an international nuclear fuel bank.™®” The US may consider
entering bilateral discussions with Nazarbayev to urge Kazakhstan to renew its call to create the
Central Asian Union and potentially include Afghanistan in this intergovernmental organization
to form the ‘New Silk Road.’

VI. Conclusion

At ‘just right of center’ in the Eurasian landmass lies China, bordering three of the five
Central Asian states that span the center of the two continents. This geographic distinction
applies to the geopolitical continuum facing Central Asia: the opposite pulls of the US and
China. In the areas of peace and security, China currently exerts a relatively greater influence
than the US on Central Asia. Specifically, China’s foreign policy in governance, economics, and
foreign affairs in the region encompasses bilateral political relations, natural resource projects,
and the SCO. In turn, China perpetuates autocratic governance, undermines economic potential,
and causes interstate and transnational divisions in Central Asia. It is in US interests to address
these breaches to peace and security to prevent terrorism, economic dependence, and
inaccessibility of intergovernmental institutions and fragmentation of foreign affairs in Central
Asia. These risks influence the long-term stability in Afghanistan following the 2014 US/NATO
withdrawal. The US may curtail the implications of China’s foreign policy in Central Asia
through focusing on select policy areas: democratic institutions, US government and private
sector natural resource investments, diplomacy in Beijing, and an autonomous Central Asian

organization. It is in the US’ capacity to readjust the geopolitical continuum in Central Asia.
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Chapter Two

Drug Trade Symbolic of Greater Security
Concerns in Central Asia

Claire Robbins

Abstract

Drug trafficking in Central Asia is a security concern regionally and internationally as it
strengthens terrorist and organized crime groups. The direct or indirect complicity of Central
Asian states in the drug trade additionally perpetuates weak governance and undermines the
legitimacy of state law enforcement efforts. With Central Asian republics struggling to meet the
needs of their populations, non-state actors, strengthened by the drug trade, may step in to fill
needs unmet by the state. The international community has demonstrated their commitment to
improving security in the region and reducing the flow of drugs, specifically through border
security initiatives. While these offer the international community direct influence on the region,
the compromised condition of the state apparatus frequently undermines program effectiveness.
With the US withdrawal from Afghanistan looming, the threat that non-state actors pose to the
stability of Central Asia is uncertain and the need for effective border initiatives is increasingly
urgent. A revitalized international effort aimed at securing borders and improving state
institutions may result in a renewed commitment by Central Asian states to address corruption
and meet international goals for reducing drug flows. A partnership between the US and Russia,
who hold common interests in the region, could be an influential and effective collaboration.
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I. Introduction

In recent years Central Asia has gained influence and agency on the international stage
because of its abundant natural resources and its proximity to Afghanistan. As the international
community coordinates and competes for influence in the region, the presence of a thriving drug
trade threatens to undermine positive transitions towards good governance and an integrated
regional security strategy. Due to its proximity to Afghanistan, the world’s largest opium
producer, Central Asia has become an important transit route for drugs destined for Russia and
Western Europe. The drug trade in Central Asia is a concern for the US for two primary reasons.
The direct or indirect involvement of the Central Asian states in the drug trade undermines the
legitimacy of state law enforcement efforts and the effectiveness of international border security
initiatives. Furthermore, government complicity in the trade dilutes state power while
simultaneously strengthening the influence of non-state actors such as organized crime and
terrorist groups. In Central Asia, where social and political oppression of the population by the
state is widespread, the presence of alterative challenges to power that hold potential for gaining
political legitimacy among communities is of particular concern to the immediate stability of

each state and the region as a whole.

I1. Background

In 2011, global opium production amounted to 7,000 tons, nearly 90% of which was
produced in Afghanistan.'*® The primary markets for Afghan opium, and heroin (a derivative of
opium), are Russia and Western Europe with a developing market in China as well as South and
Southeast Asia. The drugs are delivered from Afghanistan to the destination countries along a
variety of routes (see Figure 1). The Northern Route connects Afghanistan to Russia by a
network of pathways that run through Central Asia.**® In 2010, an estimated 25% of the 380 tons
of heroin produced in Afghanistan were trafficked through Central Asia along the Northern
Route. In the same year, 35-40 tons of raw opium were trafficked across borders, destined
exclusively for Central Asian markets, signaling an increase in the number of consumers in
Central Asia.'®

Although Central Asia’s primary role in the trade remains as a transit region, the large

presence of drugs and their routes through several major cities (e.g. Astana; see Figure 2) has
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contributed to an increase in illicit use. Central Asia as a region experienced a 17-fold increase in

drug use from 1990 to 2002, the majority of which can be attributed to heroin injecting users.**

Flows of heroin 30— Opium p 5,300 Opium production
(in metric tons) (in metric tons)

(nat actus! trafficking routes B —

Transformed »
into heroin

610
15 «

500

i Russian ‘
ol Atian Afghanistan Myanmar
West, Central, *
East Europe

USA, -~
Canada T ‘ ¢ Central
— Asia
{ Soulh Ea;r $
3 Europe Caucasu: i

5 Turkey N \ %
S " China
Islamic ) I e
g Republic >4 7
of Iran 7 i
<. Guif area, * \ , /
/

Middle East

Africa g

South-East
. Asia

Oceania

Figure 1: Global heroin flows of Asian origins (Source: UNODC)?!

In addition to the highly addictive nature of opium and heroin, there is a lethal connection
between injecting drug users and HIV. In 2010, injecting drug users accounted for approximately
one third of new HIV infections reported globally. Heroin use in Central Asia has led to an
increase in the number of HIV cases, specifically in male injecting drug users of working age.'®?
In the last decade, the number of registered HIV cases in Central Asia has increased 19-fold,
from 1,641 in 2000 to 30,993 in late 2008.1%® Overall, drug addiction and the resulting health
consequences contribute to productivity losses and costs of care that the developing republics of

Central Asia struggle to combat.
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Figure 2: Heroin trafficking routes through Central Asia (Source: UNODC)164

Drugs enter Central Asia through Afghanistan’s borders with Tajikistan, Uzbekistan and
Turkmenistan (see Figure 2). Tajikistan’s border represents the primary point of entry,

accounting for 85% of opiate flows into Central Asia in 2010.%

The mountainous geography of
the Tajik-Afghan border makes it the most ideal and undisturbed transit route. Train
transportation is the preferred means of transport across the Uzbek-Afghan border and, under the
cover of darkness, the river serves as an additional place for drug traffickers to cross. The border
with Turkmenistan is the least preferred transit route. The flat geography of this border makes it
easier to monitor and Turkmenistan border security regularly patrols the areas beyond the official
border crossings.*®® Once the drugs enter Tajikistan they are typically transported on pathways
towards Uzbekistan and Kyrgyzstan. The border between Tajikistan and Uzbekistan is
particularly vulnerable to drug trafficking due to high levels of vehicle traffic at the border
crossing.*®” Two thirds of total heroin exported from Uzbekistan and Kyrgyzstan are trafficked

through Kazakhstan towards Russia.'®®
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The Threat of Non-State Actors

Organized Crime

An understanding of drug flows reveals the porous nature of regional borders in Central
Asia. Cross border trafficking is conducted by organized crime groups who rely heavily on clans
to facilitate the trade. Large organized crime groups associated with the drug trade through
Central Asia pose a security threat to the region because they are natural partners with terrorist
organizations seeking to gain monetarily from the drug trade. In addition, organized crime
groups challenge and weaken the rule of law of the state. Organized crime poses a particular
threat in countries that experience widespread poverty and social and political oppression like
many of the Central Asian republics.*®® Organized crime can have a detrimental effect on the
state if it can create bonds with a larger portion of the population than the state. These bonds are
strengthened when criminal groups provide employment and the prospect of upwards mobility to
groups that are often marginalized. As a result these organized criminal groups can also gain
political legitimacy among local communities.*”

The drug network that spans Central Asia has evolved in recent years, utilizing one of the
oldest organizational structures in Central Asia, the clan. Clans are family based organizations
with shared rules, norms and practices. Clans were a principal feature of Central Asian society
long before the Soviet era and the connection and commitment of clans was strengthened under
Soviet rule. Upon the dissolution of the Soviet Union clans played an important role in shaping
the organizational structure of the new Central Asian states.”* In the young nations of Central
Asia where many states have struggled to meet the needs of their populations, the clan structure
has often proven more efficient at providing for the people.

Clans have become an essential component of the drug trade in Central Asia in part
because the allegiances between them surpass the existence of the states they occupy and the
borders that divide them. Specifically, clans are ideal for facilitating trade across borders. In
2009, there were twenty identified drug trafficking groups conducting operations in Tajikistan.!"?
Many of these groups rely on the family and ethnic ties that connect villages in Tajikistan with
those just across the border in Afghanistan. In Turkmenistan, the presence of roughly one million
ethnic Turkmen in the Hirat, Badghis and Faryab provinces of Afghanistan helps to facilitate the
trade across the border with Afghanistan and a similar connection exists between the Turkmen

border with Iran.}"
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Terrorism

In addition to the fragmentation of state power created by organized crime and clan
participation in trafficking, the drug trade presents a security threat to Central Asia and the
greater international community because of the monetary and organizational support it provides
to terrorist organizations based in Afghanistan. The Islamic Movement of Uzbekistan (IMU) is
the largest and most well-known terrorist organization associated with Central Asia. The IMU
seeks to overthrow the Uzbek regime and establish an Islamic state. Prior to 2001 the IMU was
active in Central Asia, however, following the events of September 11, 2001 the IMU shifted its
focus to Afghanistan and Pakistan where it collaborated with the Taliban and the Tehrik-e
Taliban Pakistan to attack U.S. and coalition soldiers in Afghanistan.'™ Jund al Khilafah and the
Turkistan Islamic Party (TIP) are two additional militant groups with ties to Central Asia that are
currently based in Afghanistan. Jund al Khilafah targets Kazakhstan while the TIP poses a threat
to China. It is estimated that Jund al-Khilafah has two hundred to three hundred Kazakhstani
militants in Afghanistan and Pakistan.'”

The flow of illicit funds generated by drug trafficking is a source of concern for those
interested in preventing the rise and spread of terrorist groups like the IMU, Jund al Khilafah and
the TIP. The Afghan counternarcotics minister, Zarar Ahmad Mugbil, estimated that in 2012 the
Taliban took in at least US$155 million from its involvement in poppy cultivation.*”® Although
the Afghan Taliban are the most well known beneficiaries of Afghan opium, it is widely
suspected that other terrorist groups are benefiting as well. The US Office on Drugs and Crime
(UNODC) has noted the involvement of the IMU with opiate trafficking.’’” The IMU has a
stronghold in the Tavildara Valley, one of the main transit routes for drugs leaving Afghanistan.
In addition, the IMU controls a group of mountain passes connecting Tajikistan, Kyrgyzstan and
Uzbekistan. The increased involvement of the IMU in the transit operations of the drug trade
make the organization not only a terrorist threat, but places the IMU in the category of a
transnational criminal organization.'”® This flow of funds between Central Asia and the terrorist
organizations beyond its borders not only strengthens these non-state actors but also highlights
weaknesses in the capacity of the Central Asian states to respond.

The UNODC notes a phenomenon called “drug dependency” in its 2010 report.”® This
dependency is unique because it refers to the reliance of governments on the financial flows
generated by the drug trade. In Tajikistan, drug traffickers earned 31% (US$4.58 billion) of the
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national GDP from heroin trade profits while in Kyrgyzstan those involved in the trade earned
33% of national GDP.*¥° For countries like Tajikistan and Uzbekistan that have struggled to
recover financially after the 2008 financial crisis and who cannot rely on wealth from vast
natural resources, drug money becomes a way for the leadership of these governments to pay off
their inner circles and maintain power.*8!

Drug dependent economies, combined with an oppressive state regime, create a fertile
political climate for insurgency and instability. This is the case in Tajikistan, where a lack of
public services, widespread poverty, and harsh governmental repression of the Tajik population
has contributed to a rise in frustrated migrant workers. As a result, a guerrilla group is emerging
in Tajikistan, with some links to the IMU.®? The US Department of State Annual Report to
Congress on International Religious Freedom also notes that attempts by the Tajik government to
address violent extremism and radicalization were counterproductive because many government
measures simply restricted basic religious freedom and consequently drove the practice of
religion underground.*® There is evidence that the radicalized portion of these populations, most
of which live in the Fergana Valley, have immigrated to join terrorist groups like the IMU, Al-
Qaida, and Hizb ut-Tahrir."®* The existence of criminal networks, known areas of border
weakness, and the financial flows from the drug trade could contribute to the resurgence of

Islamic movements upon US withdrawal from Afghanistan.

Border Security

In response to the security threats posed by drug trafficking through Central Asia, the
international community has launched a host of programs, initiatives and forums to combat the
trade. A majority of these programs focus on border security. Border security programs have
served as a way for Central Asian governments to demonstrate a commitment to reducing drug
trafficking and they have also provided opportunities for the international community to
influence and improve security efforts in the region. Three players contribute to the majority of
programs operating in Central Asia today; the European Union, the Organization for Security
and Cooperation in Europe, and the US.

Beginning in 2003 the European Union (EU) started extending border management
assistance through the Border Management Program in Central Asia (BOMCA). The goals of
BOMCA include training border guards, bolstering border crossings by providing technology
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and infrastructure, and encouraging states to collaborate with their neighbors to develop a
regional strategy to secure borders. The program is funded by the EU and the US Development
Program coordinates the operations on the ground through five in-country teams.'®®

The Organization for Security and Cooperation in Europe (OSCE) has taken the lead in
security sector reform and border management assistance in Central Asia. This focus represents a
recent shift in OSCE efforts in Central Asia away from human rights and democracy. This shift
came after the OSCE experienced criticism from Central Asian Presidents for pursuing
“unbalanced activities.”*® This change of focus by the OSCE represents the delicate nature of
international involvement in the region and demonstrates how border security initiatives remain
one of the least contested ways the international community can influence governance in Central
Asia.*®’

The US has a number of border aid programs that it operates in the region. The
Department of State transfers equipment through the Export Control and Related Border Security
Program while the Department of Defense has trained special forces to serve in “sensitive
frontier regions.” The US Agency for International Development has sponsored customs reform
and training programs and the Department of Justice has worked on drug enforcement measures
at strategic ports of entry in the region.*® In addition to these visible programs, the US also
contributes more discreetly by funding international organizations including the International
Organization for Migration and the UNODC. While other actors focus on training, the US
continues to spend a majority of its efforts on infrastructure and meeting the equipment needs of
border authorities. In recent years the US has focused extensive resources along Central Asia’s
borders with Afghanistan.'®°

One US program that has gained international attention is the Central Asia
Counternarcotics Initiative (CACI). In collaboration with the UNODC and the Drug
Enforcement Administration the primary goal of the CACI is to disrupt criminal networks
involved in the production and transport of illegal drugs through Central Asia.*®® The CACI has
experienced criticism from Russia, which is wary that the program is simply a cover for the US

to ensure an extended paramilitary presence upon withdrawal from Afghanistan in 2014.**
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Criminalization of the State

Despite border security and counter-narcotics initiatives, seizures of drugs continue to be
low compared to the overall drug flow. The direct or indirect involvement of Central Asian states
in the drug trade continues to undermine progress and attempts to foster regional cooperation. In
2010 an estimated 70-75 tons of heroin reached Kazakhstan from Afghanistan, signaling the
persistence of the trade in spite of border initiatives.'® State involvement in the drug trade is a
concern for the US because it weakens the legitimacy of the Central Asian governments by
compromising their interests and thwarting the ability of the state to combat the rising threat of
non-state actors involved in the trade.

The States of Central Asia have been criticized for superficially addressing drug
trafficking only when pressured by the international community. Furthermore, many
commentators have speculated that narcotics control efforts, specifically those of the EU, are
exploited by the Central Asian governments to eliminate rivals who challenge government
interests in the trade.*® To explain how large quantities of narcotics continue to flow across
Central Asia, experts separate the trade into three categories: green, black and red.'** The green
category represents trafficking organized by Islamist groups and constitutes a small share of total
drug profits. The black category also makes up a small share of total drug profits and represents
trafficking by small criminal groups or individuals. The red sector represents trafficking
operations run by large organized crime groups. While both the green and black categories rely
on corruption and bribery primarily at the lower levels, red trafficking is based on a well-
organized “pyramidal hierarchy that guarantees the smooth operation of the transport chain and
distribution network.”*®® In an effort to respond to international pressure Central Asian states
focus counter-narcotics initiatives on the green and black sectors of the trade, leaving the red

sector virtually undisturbed.

Involvement in the Trade, A State-By-State Analysis
Kyrgyzstan

It should be noted that while not all Central Asian governments have the same level of
involvement in the drug trade, corruption is a common theme that undermines greater security
efforts. In addition to the challenges of geography and finances, Kyrgyzstan has long

experienced a connection between politics and the drug trade. Between 1995 and 2005 known
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drug barons occupied seats in the Kyrgyz parliament.**

More recently, it is suspected that the

violence in southern Kyrgyzstan that accompanied former President Kurmanbek Bakiyev’s fall
from power in May 2010 was fueled in part by drug gangs fearful of losing their connection to
political authority. The connection between these drug gangs and Bakiyev is highlighted by his

decision to abolished Kyrgyzstan’s drug control agency in 2009.%%

Tajikistan

Tajikistan is the primary transit country for opiates along the Northern route. As a result,
the country intercepts more Afghan heroin than all other Central Asian countries combined.'*® In
2010, Tajikistan confiscated 985 kg of heroin and 744 kg of opium.*® Despite drug seizures,
efforts remain tainted by the presence of corruption. In 2010, twenty-five of the forty-three
corruption crimes registered in Tajikistan were in the office of the Prosecutor General.
Furthermore, high-ranking officials involved with border and drug control efforts are frequently

arrested for their complicity in the trade, some of them going unpunished.?*

Turkmenistan

In Turkmenistan, President Gurbanguly Berdymukhammedov has established the State
Counter Narcotics Service as well as the National Program for Combating Illegal Drug
Trafficking and Assistance to Drug Psychotropic Substance Addicts. Through changes in its
legislation, Turkmenistan has advised its criminal code in a way that prioritizes treatment of drug
addicts over punishment. This is a positive step in reducing the criminalization of addicts, a
measure that does little to treat the user and reduce demand.?™

In Turkmenistan, corruption runs from senior officials at the top to border guards on the
ground. High-ranking border service officers and military personnel are often rebuked for
smuggling across borders. The Chairman of the state-controlled “Dayhan” Bank was known to
be involved in the sale and consumption of opium.2%? Corrupt behavior demonstrated at the top
paired with a weak economy and the low salaries of law enforcement personnel perpetuate

corrupt behavior and the acceptance of bribes at the borders.
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Uzbekistan

Uzbekistan has proven a willing partner to the US and the UNODC programs in the
region. In addition, Uzbekistan collaborates with BOMCA and Russia through the Collective
Security Treaty Organization (CSTO).?® Uzbekistan shares borders with every Central Asian
republic and Afghanistan. Despite this, Uzbekistan’s distrust of the law enforcement of its
neighbors has created an obstacle for regional collaboration. While Uzbekistan is skeptical of its
neighbors, the Uzbek government experiences corruption at all levels. A “pyramid of corruption”
exists, involving poorly paid police officers at the bottom and powerful public officials at the

top.2%

Kazakhstan

Kazakhstan has developed a variety of programs to comply with UN law governing
counter-narcotics strategies and it has taken steps to reform its Committee on Combating Drugs
to include treatment responsibility over incarceration for drug-addicted criminals.?® This is an
important shift, as in the past many Central Asian states have taken to criminalizing users rather
than investing in treatment programs. Furthermore, in 2010 the International Narcotics Control
Strategy Report found no cases of corruption among senior government officials in
Kazakhstan.?®® Furthermore, Kazakhstan has demonstrated its role as a mediator in the region by
hosting the Central Asian Regional Information Coordination Center, an organization that
coordinates information sharing as well as counternarcotics efforts of organizations such as the
CSTO of Russia and the Shanghai Cooperation Organization (SCO).%”

US-Russia Disputes

The Central Asian republics are not the only states involved in preventing a regional
collaboration on the drug trade and border security. Tension and distrust between the US and
Russia has also undermined regional security efforts. The CACI, the US’ most recent counter-
narcotics initiative in the region, has struggled to gain adequate support from Russia and the
Central Asian republics. Moscow is suspicious of the plan, considering it a cover for a concealed
US paramilitary presence in the region.?%® Furthermore, analysts suspect that Moscow has put
pressure on Central Asian leaders to resist the plan in order to give Russia time to create its own

alternative.®® This competition between the US and Russia is effectively undermining attempts
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at a regional security strategy that would benefit both the US and Russian security interests in the

region.

US Interests

As the US plans to withdraw troops form Afghanistan in 2014, there is potential that
terrorist groups active in the region could attempt to widen the scope of their operations.
Although the gravity of this threat is disputed, the host of programs and initiatives surrounding
border security and counter-narcotics efforts in Central Asia demonstrate that the international
community considers the threats posed by the drug trade to be legitimate concerns. Furthermore,
as the presence of US forces in the region will diminish significantly in 2014, a dependable and
transparent relationship between the Central Asian states and the US is paramount towards
ensuring continued cooperation in the region. In an address at the Paris Pact Ministerial Meeting
in Vienna, Deputy US Secretary of State William Burns articulated the importance of a
dependable regional partnership. “It is imperative that we work together to improve
Afghanistan’s ability to attack drug production, neighboring states’ ability to attack drug
distribution, and consumer states’ ability to address drug abuse.” Secretary Burn’s sentiment
highlights US acknowledgment of key threats posed by the trade and a commitment to US

support.?*©

I11. Policy Considerations

Collaborative efforts to combat drug trafficking in Asia have existed for at least a
century. In 1909 the SCO brought together the US, Great Britain, China, Japan and Russia to
discuss opium trafficking across Asia.?'* Although the most recent border and counter-narcotics
programs are often undermined by corruption, these programs represent the most direct means
for the international community to influence governance without forcibly separating criminal

networks from their contacts within the state structure.

Partnership with Russia
Both the US and Russia have similar security concerns in Central Asia. As the US
continues to operate anti-drug efforts such as the CACI, collaboration with Russia may be a

valuable partnership to ensure the success of regional programs and to demonstrate a level of
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cooperation and partnership that the Central Asian states can recreate between them. The US can
work towards strengthening the potential for such collaboration with Russia in a number of
ways.

The US military presence in Central Asia is a point of tension with Russia, and a lack of
transparency about the long-term goals of the US in the region has contributed to anxieties from
Moscow. Transparency and open discussions between the US and Russia about the US military
presence in the region after 2014 could prove effective in stimulating a move towards
collaborative security efforts. The US can achieve this by hosting open discussions with Russia
about its goals and commitments to the region, specifically with regards to military presence.

US leadership through transparency could also strengthen the potential for the US and
Russia to collaborate on a broader regional drug control strategy that includes all five Central
Asian republics and Afghanistan. Such collaboration would combine the resources of the US
with the experience and proximity of Russia, sending a strong message to the Central Asian

states about the commitment of the international community in the region.

Addressing the Source

The success of a border security or counter-narcotics initiative is largely determined by
the role of border guards and customs officials on the ground. The presence of a lucrative drug
trade in Central Asia combined with widespread poverty and low wages adds incentives for
border and customs officials to engage in corrupt behavior. As the US continues to fund border
security programs, direct budget support for the salaries of border and customs officials could be
an effective way to strengthen these programs.?? There is the potential that these funds could be
diverted or engulfed into the corrupt system, however, focusing efforts on working with
individuals could also be a beneficial and effective way for the US to strengthen the agency of

society and to improve opportunities for upward mobility.

Utilizing Local Expertise

From a distance it is difficult for the US to monitor its border and counter-narcotics
initiatives. Involving non-governmental organizations (NGO) in addition to local clan and
religious leaders in the monitoring and evaluation of border programs could be a valuable way
for the US to expand its partnerships in the region.?*® In addition, this strategy would increase

community engagement and a sense of local ownership for regional programs. In pursuing
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partnerships with NGOs and community leaders there is potential to upset Central Asian
governments who may see these collaborations as a threat to state autonomy. To avoid this, a
strategy grounded in transparency and open communication with Central Asian governments

would be most effective.

Considering Demand

While border security programs focus exclusively on combating the transport of narcotics
across borders, a focus on reducing demand provides an alternative approach to combating the
trade and reducing the crime associated with it. Central Asia is not a primary destination country
for illicit drugs. Despite this, the persistent flow of drugs through the region in the last few
decades has contributed to a growing number of injecting drug users and, consequently, a
dramatic increase in HIV. The Central Asian governments are poorly equipped to deal with a
growing health epidemic, and the strategy of criminalizing rather than treating drug users does
little to quell drug demand. A US emphasis on encouraging treatment programs rather than the
criminalization of addicts would be a powerful way for the US to influence the health situation in
Central Asia. In addition, US support for treatment programs would be a powerful way to
improve the effectiveness of state institutions and repair the loss of legitimacy that many of these
institutions have faced as a result of corruption. A number of Central Asian governments have
already taken steps towards implementing treatment programs as an alternative to

criminalization.

IV. Conclusion

The presence of the drug trade in Central Asia is a concern for the US and the
international community because it strengthens organized crime and terrorist groups while
simultaneously eroding the legitimacy of state institutions and the state’s ability to respond to
threats. A partnership that combines the resources and expertise of the US and Russia represents
a promising strategy towards improving regional border security and counter-narcotics initiatives
in Central Asia. Furthermore, this partnership would provide a strong framework to encourage
regional cooperation between the states of Central Asia. In addition, strategies such as ensuring

proper pay for border guards and customs officials and utilizing the expertise of community
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members to monitor border programs will strengthen state institutions and encourage good
governance.

Currently, US relations with Central Asia are restricted by a need to maintain secure
transit routes for US military operations in Afghanistan. However, the 2014 withdrawal of US
troops will offer a critical opportunity for the US to reevaluate and expand its focus in the region
to include domestic and regional problems. This shift in involvement will give the US more
leverage to assert its concerns, offer support and demonstrate its sustained commitment to the
growth of Central Asia.?**
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Chapter Three

Security Concerns in Nagorno-Karabakh

Implications for Regional Stability and Economic Growth

Rachel Beck

Abstract

There are two major concerns for regional security in relation to Nagorno-Karabakh.
First, violence could escalate between Azerbaijan and Armenia if a settlement is not reached,
leading to heightened conflict and instability with either country. The likelihood of such an event
is increased by the Azeri population’s growing dissatisfaction with its government on issues of
corruption and limits on human freedoms. Without addressing these issues, Azeris or those living
in Karabakh may feel the need to demonstrate their position through the use of force. Second, the
unresolved situation in Karabakh leaves it vulnerable to interference from outside forces. Thus,
Karabakh could potentially become a black hole for local extremism or international terrorist
groups, as well as become vulnerable to violence should relations between Iran and Israel
deteriorate. These issues then threaten to disrupt the growing oil and gas industry in Central
Asia, particularly the security of two major pipelines running from Azerbaijan to Turkey. The
maintenance of this pipeline is crucial to improving the economies of Central Asia and the
Southern Caucasus as well as diverting energy power away from Russia. However, democratic

setbacks in Azerbaijan have weakened the probability of a peaceful settlement.
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I. Introduction

Ongoing instability in Nagorno-Karabakh, a disputed region between Azerbaijan and
Armenia, presents a threat to regional security that many of the major powers, including the US,
the European Union, and Russia, would like to see resolved. If a resolution is not reached,
Karabakh could become a power vacuum and a vulnerable site for the spread of extremism.
Additionally, both governments have demonstrated their control of the region via repression and
extremist ideology; being the first to propose a democratic resolution could signify giving up
some of this control. Yet if this political stalemate continues and violence resurges, energy
security in Central Asia could be threatened considering the Baku-Thilisi-Ceyhan (BTC) pipeline
passes just a few kilometers away from the Karabakh border.?* Border skirmishes are frequent,
the most recent of which killed two Azeri soldiers, and have the potential to inflate the conflict
into a full-scale war.?*® For these reasons, resolving the Nagorno-Karabakh dispute is in the
interest of both local powers with a stake in pipeline politics as well as global powers committed
to maintaining stability in an already politically volatile region.

I1. Nagorno-Karabakh Today

Nagorno-Karabakh currently claims a central territory of approximately 5,000 km?, some
of which is held by Azerbaijan, as well as 12,000 km? of “occupied land” in the mountains
between Karabakh and Armenia above the Caspian Sea.?!” The lack of trade relations and
restricted transport access (there are no civilian airports) has reinforced Karabakh’s isolation.
Since trade is limited, most inhabitants are subsistence farmers, although the once high wheat
yields have declined in recent years due to a lack of strong seed varieties and poor agricultural
equipment. Karabakh’s sole export is hydropower, harnessed from the mountains. The region has
enough electricity to meet its own needs as well as export to Armenia, this region holds a unique
position in regional relations; it is geographically isolated yet serves as the main link between
Central Asia and the Caucasus.

Karabakh’s ownership is hotly contested between Armenia and Azerbaijan. However, it is
not stable enough to become its own autonomous entity as it relies heavily on the Armenian
government for support. Because of its political isolation, Karabakh receives little foreign aid
despite the poor living conditions of its large refugee population. The Armenia Fund is the

largest group actively building infrastructure in the area, while the Azeri government has
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remained uninvolved in this capacity. In addition, Karabakh is financially dependent on trade
with Armenia despite technically belonging to Azerbaijan; this relationship reinforces the deep
ties between Yerevan and Karabakh. Viewed in this context, Azerbaijan’s claim to the territory is

somewhat tenuous.

I11. History of the Conflict

The Nagorno-Karabakh Georgia Russia
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Armenia, more commonly known as Karabakh (see Figure 1).2*° During this year, multiple
rallies and demonstrations broke out in response to this shift in power, the worst of which were
in Baku and resulted in the death of more than one hundred Azeris and Armenians.?® Eventually
the region declared independence from Azerbaijan in 1991, igniting a civil war that lasted four
years and terminated in a cease-fire agreement in 1994. Both sides claim the territory as their
own; Azerbaijan on the ground of historic borders, and Armenia by reasoning of self-
determination.??* No peace treaty has ever been signed, leading the situation to stagnate as a
frozen conflict.

The conflict that took place from February 1988 to May 1994 inflicted significant
damages on both the Azeris and Armenians. During the beginning of the conflict, Nagorno-
Karabakh’s parliament voted in favor of uniting with Armenia, but the enclave’s Azeri
population boycotted and a referendum in favor of independence was passed instead in 1988. In
late winter 1992, inter-ethnic fighting erupted with mediation attempts made by several groups,

222 Armenians

including the Organization for Security and Co-operation in Europe (OSCE).
obtained full control of most of the Karabakh region by 1994, as well as approximately 9% of

Azerbaijan’s other territory. It is estimated that as many as 230,000 Armenians from Azerbaijan
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and 800,000 Azeris from Armenia and Karabakh were displaced during the conflict.?*® Russia
managed to broker a cease-fire agreement in May 1994 but frequent peace talks mediated by the
OSCE Minsk group, composed of representatives from the US, France, and Russia, have failed
to reach an official settlement in the years since.

Both sides have deeply vested interests in gaining control of Karabakh. On one side, the
Armenians feel a deep personal connection to the region, particularly since President Sarkisian
was the former defense minister of the unrecognized government of Karabakh. In addition, the
Karabakh lobby’s influence continues to grow within the Armenian government. In June 2004,
Garnik Isagulian, an advisor to former President Kocharyan, stated that the country’s next
president should hail from Karabakh due to the critical importance of the region.?** These
connections illustrate the strong emotional attachment between Armenia and Karabakh, and their
interest in preserving the military status quo. On the other side, the Azeris display a similar sense
of pride about the region. Having approximately one sixth of Azeri land controlled by Armenians
is humiliating to the government, and the refugees and internally displaced peoples (IDPs)
present a major economic strain. Although many Azeris perceive a general international
disregard for the conflict, the government considers resolution of the Karabakh dispute to be a
top foreign policy concern. In August 2002, Aliyev offered restoration of economic relations in
exchange for Armenian withdrawal from four occupied territories along the Iranian border.
However, former President Kocharyan refused, leading most Azeris to believe that the Karabakh
conflict can only be resolved with force.?

Several factors present obstacles to reaching a settlement between the two governments
including mutual mistrust, a twenty-year history of violence, security issues, and refugees on
both sides. Azerbaijan is insecure with a large Armenian population occupying its territory,
while Armenians feel vulnerable surrounded by Azeris and Turks.??® In addition, both countries
currently harbor refugees who having been living with limited and government-taxed
humanitarian assistance for years. The strongest attempt at compromise has originated not from
either country but from Russia, such as President Medvedev’s failed attempt to have the
Document of Basic Principles signed in 2011.%*" Elements such as interim self-governance and
international security guarantees signal a place for Karabakh in the international system without
quite granting independence. Most importantly, these meetings demonstrate Russia’s keen

interest in settling the conflict, considering that President Medvedev edited the document
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himself.??® Yet for all the work and time that has gone into drafting this agreement, it is still only

a framework document that would not resolve the conflict entirely.

IV. Security in the Southern Caucasus

Corruption and rights abuses in Azerbaijan are a rising concern in terms of regional
stability, as widespread opposition to the government grows. In December 2012, the Organized
Crime and Corruption Report Project (OCCRP) named President Aliyev the most corrupt
“Person of the Year.” This judgment was made based on reports of the Aliyev family’s secret
ownership stakes in major Azeri businesses and secretly acquired property abroad, as well as the
administration’s failure to investigate the harassment and blackmail of an OCCRP journalist.??°
Aliyev’s government has also received scathing critiques from the OSCE for its poor record on
freedom of speech, including arresting journalists, rights supporters, and protestors. These
reports are backed by Human Rights Watch, which states “the government cracked down on all
forms of protest and imprisoned dozens of youth activists after sham trials... [and] the
atmosphere for journalists and other critics remained hostile” in 2011.%° Further arrests were
made surrounding Baku’s hosting of the 2012 Eurovision song contest, despite the government
seeking to portray Azerbaijan as a cosmopolitan, European-style city. Restrictions on freedom of
religion as well as torture and mistreatment during custody are also cited as illustrations of the
Azeri government’s poor human rights record.

Allegations of corruption within the Azeri government surface frequently. In September
2012, Azerbaijan made international headlines when a former university rector, named Elshad
Abdullayev, published a video taken from a secret camera of his negotiation to purchase a
parliament seat prior to the elections in 2005. In the video, the lawmaker from the ruling Yeni
Azerbaijan party, with whom he is negotiating, tells Abdullayev the seat is guaranteed provided
he doubles his payment to Ramiz Mehdiyev, the presidential chief of staff. Abdullayev has also
published seven other similar videos, implicating the official as the head of an extensive
corruption ring, and more are threatened to be released.?** No official action has yet been taken
in regards to the allegations against Mehdiyev, who happens to chair the state anticorruption
commission and is a major leader in Azerbaijan’s internal affairs. However, the Public Chamber,
an organization of Azerbaijan’s mainstream opposition groups, has publicly demanded an

investigation into Abdullayev’s claims.
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This demand is just one example of the mounting unrest regarding Baku’s corruption
problem. January 2013 has been marked by multiple protests across the country, an
unprecedented event in recent years. In January, more than twenty people were fined for
participating in a peaceful rally to raise awareness of hazing and violence in the army and over a
thousand shopkeepers demonstrated in Baku to protest sharp rent increases by business owners
suspected of being connected to top government officials.?*? The most notable protest, however,
took place in Ismayilli, in northwestern Azerbaijan, on January 23, when thousands of people
gathered to protest the government’s refusal to shut down a brothel allegedly housed in a local
motel and reportedly owned by the son of Azerbaijan’s minister for social welfare. During the
rioting, protestors set fire to the motel, the local governor’s residence, and several cars, to which
the local police force responded with tear gas and water cannons.?*® In solidarity with the
Ismayilli protests, supporters held a demonstration in Baku, where about forty participants were
detained.?** In addition to cronyism, citizens have also voiced concerns over the growing wealth
gap in the nation, as Azerbaijan’s oil wealth has failed to trickle down to the majority of the
population.

These events are particularly relevant in light of October’s upcoming elections.
Authorities have sought to portray the recent protests as isolated incidents, but others see these
events as a sign of a dissatisfied populace. Opposition political parties hope to use the protests to
expand their electoral base and replace Aliyev as president. Yet there is concern over fairness
since Aliyev has been accused by Western governments and human rights groups of rigging
elections in the past.?* In 2010, observers from the OSCE found the elections limiting in terms
of media freedom and freedom of assembly, as well as providing an uneven playing field for
competing candidates. In addition, almost a third of polling stations were rated bad or very bad,
based on observations of problems such as ballot box stuffing.?*® With the authorities looking to
clamp down on opposition groups, whom they see as inciting the recent protests, elections are
unlikely to be any fairer this year. However, if elections continue to be restricted, Azerbaijan
could see more demonstrations and violent outbursts in the following months, particularly since
frustration have not been abated despite the recent arrests of protest leaders. Consequently, the

risk of further retaliation from the populace continues to grow more likely.
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V. Regional Allies

Azerbaijan’s hard power role in the Karabakh conflict is supported by its strong
relationship with Israel. The two countries have had diplomatic relations since April 1992,
shortly after Azerbaijan declared its independence from the Soviet Union. They share similar
interests: both want to manage the spread of political Islam and limit Iran’s influence. Israel has
stated its support for Azerbaijan in Karabakh and other disputes, a position reinforced by the
February 2012 sale of US$1.6 billion worth of advanced weapons systems.*’ Foreign Policy
later reported that Israel had signed an agreement to use Azerbaijan’s airfields in the event of a
military strike against Iran’s nuclear facilities, although both countries have denied these
claims.?® Despite Azerbaijan’s majority Muslim population, the government is deeply secular
and Israel sees the Azeris as a great ally because they are a Muslim country willing to cooperate
on strategic issues. In addition, Israecl may empathize with Azerbaijan’s tenuous relations with its
neighboring countries. In return, “from Azerbaijan’s view, Israel has been more understanding
than European countries that have criticized Baku about rights abuses but that do not
acknowledge the challenges on its borders or the difficulty in building a secular culture in a
predominantly Muslim country.”**® Regardless of motive, Israel is prepared to support
Azerbaijan in the event of escalated violence in Nagorno-Karabakh or conflict with Iran.

Turkey has also been a strong supporter of Azerbaijan, due to its common culture and
history and shared interest in the BTC pipeline. Turkey supports the defense of Azerbaijan’s
territorial integrity, including maintaining its hold on Nagorno-Karabakh. In 1993, Turkey
supported Azerbaijan in imposing a full economic embargo on Armenia and closed its Armenian
borders, demanding that Armenia withdraw from Karabakh and the seven other occupied
districts.?*° Turkey does not recognize the de facto government of the independent republic of
Nagorno-Karabakh, and supports the OSCE Minsk Group as a mechanism for resolution of the
conflict. Due to its historically strained relationship with Armenia as well as its economic ties to
Azerbaijan via the BTC pipeline, Turkey is another strong ally that is likely to come to the aid of
Baku in the event that relations surrounding Nagorno-Karabakh deteriorate.

Outside of Nagorno-Karabakh, Azerbaijan’s relationship with Iran is the largest threat to
regional security. Despite being two of only four Shia-majority Muslim countries in the world,
tension between the neighbors has grown in recent years. One of the first countries to establish

full diplomatic relations with Azerbaijan after its independence in 1991, Iran also established a
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free visa regime for traveling Azeris.?* However, Azerbaijan has avoided an open-border policy
with Iran out of concern for a large influx of ethnic Azeris, who compose 16% of the Iranian
population.?*? President Aliyev has also stated his support for the US sanctions against Iran,
despite Azerbaijan’s officially neutral position on the Iranian nuclear policy. In US diplomatic
cables leaked by Wikileaks in November 2010, it came to light that in February of that year
Aliyev had criticized European oil and gas companies for violating the sanction regime and
accused Iran of financing radical Islamist groups. *** Additionally, Iran’s explicit support for
Armenia has increased animosity between the two nations.

These tensions resulted in several confrontations between Azerbaijan and Iran in 2012. In
March, Azeri authorities arrested twenty-two individuals suspected of participating in an Iranian-
based attack on American and Israeli diplomats in Baku, although these allegations have yet to
be substantiated. Two months later, a senior aide to Iran’s supreme leader, Ayatollah Ali
Khamenei, was denied entry at the airport in Baku, prompting the repositioning of Iranian
warships in the Caspian.?** Both sides frequently throw allegations at the other: last year, Azeris
accused Iran of cyber-attacks against its government and news sites,?** while Iranians accused
Azerbaijan of operating Israeli drones to spy on Tehran.?*® Azerbaijan’s close relationship with
Israel is of major concern to the Iranian government, particularly since it fears Israel may use
Azeri bases in exchange for the sale of weapons. Should conflict erupt between Israel and Iran,

Azerbaijan will certainly be drawn in.

VI. Energy Security and Pipeline Politics

There are two major pipelines originating in Azerbaijan. The BTC pipeline was
completed in 2005 and connects the Caspian Sea to the Mediterranean, starting in Baku and
ending in Ceyhan, Turkey. Totaling 1,768 kilometers in length, 443 kilometers of which travels

through Azerbaijan, the pipeline carries approximately one million barrels of oil per day®*’

(see
Figure 2).*® The construction of this pipeline was a major success for several reasons, including
avoiding increasing oil traffic through the vulnerable Turkish Straits. Running parallel to this
pipeline is the South Caucasus pipeline which connects the Shah Deniz oil fields in northern
Azerbaijan to Turkey. For Azerbaijan in particular, both pipelines have been seen as a way to

decrease dependence on Russia for oil and gas export routes, as well as to build economic and
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political ties with Turkey and Western Europe. Yet despite assurances of their security, the

ongoing Nagorno-Karabakh conflict threatens to jeopardize this security.?*®
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Figure 2: BTC Pipeline (Source: U.S. Energy Information Administration)

There are many reasons to support the maintenance and security of the pipelines in
Azerbaijan. Besides creating jobs and attracting foreign investment, the pipelines are a way for
Azerbaijan to demonstrate its value as an energy power. The State Oil Fund of the Azerbaijan
Republic (SOFAR), established by the Azeri government in 1999, was created to accumulate oil
revenues and invest them into interest-generating bonds and stocks. SOFAR has been regarded
as one of the most transparent and non-corrupt government institutions, a position reinforced by
Azerbaijan’s joining of the Extractive Industries Transparency Initiative (EITI), created by
British Prime Minister Tony Blair.?° These efforts demonstrate Azerbaijan’s desire to grow as a
major source of energy due their unique positioning between Central Asia and Eastern Europe.

However, opinions regarding the pipelines, specifically the BTC, remain divided.
Supporters claim that the BTC’s connection to the European economy will lead to improvements
in democracy and human rights, as Azerbaijan seeks to demonstrate European values. Yet
opponents argue oil and gas projects negatively impact progressive development since foreign
countries and multinational oil companies have been accused of turning a blind eye to fraudulent
elections and supporting the authoritarian regime for the sake of stability.>* These foreign actors
have little economic incentive to intervene in Azeri rule as long as they see the return of oil and

gas profits. This is both a positive and negative for regional security. On one hand, outside actors
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have a financial stake in maintaining pipeline security, but on the other hand, ignoring corrupt
politics could lead to growing domestic instability as Azeris call for foreign accountability.
Security of these pipelines is not guaranteed. The BTC pipeline runs through steep
mountains and over fourteen seismic faults, and passes dangerously close to several frozen
conflicts. These include Nagorno-Karabakh but also South Ossetia, the North Caucasus,
Abkhazia in northern Georgia, Armenian enclaves in southern Georgia, and separatist Kurdish
regions in southeastern Turkey.”** As a result, international terrorism poses a significant threat to
pipeline security. In January 2006, explosions in North Ossetia cut off gas and electricity
supplies to Georgia.”®® Then, in August 2008, the Kurdistan Workers’ Party (PKK) claimed
responsibility for an explosion and fire in eastern Turkey that shut down the BTC pipeline for
nineteen days.>* Additionally, locals in all three countries through which the pipeline runs
staged frequent blockages during construction and illegal tapping attempts were discovered even

before the pipeline opened in May 2005.%>°

The Azeri government has actively cooperated with
the US and NATO on border security and other terrorist issues, but these isolated incidents
demonstrate the pipeline’s vulnerability to local violence.?® Additionally, there is a fear that
Armenian forces could attempt to take hostage the portion of the BTC nearest to Nagorno-
Karabakh as a bargaining tool in negotiations.

There is also the construction and security of as-yet-unbuilt pipelines to consider in
Azerbaijan’s role in Central Asian security. The first, Nabucco West, would connect Azerbaijan
directly to European markets. This 1,300-kilometer pipeline would transport gas from the
Turkey-Bulgaria border to Austria via Bulgaria, Romania, and Hungary, connecting to the US$7

billion Trans-Anatolia pipeline (TANAP), which will be built across Turkish territory®’

(see
Figure 3).%° Nabucco West would benefit the EU as it looks to diminish its reliance on Russia,
which provides a quarter of its natural gas. However, construction of the pipeline will need to
begin quickly to compete with the construction of Russia’s South Stream pipeline, potentially
able to transport natural gas to the EU as early as 2014. Like the BTC and the South Caucasus,
this pipeline project is important to those interested in decreasing dependence on Russia for oil

and natural gas.
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Figure 3: Proposed Nabucco & Trans-Caspian pipelines (Source: Wikimedia Commons)

The second, the Trans-Caspian gas pipeline (see Figure 3), is a proposed submarine
pipeline that would run underneath the Caspian Sea, connecting Turkmenistan and Azerbaijan. If
built, this project would transport Kazakh and Turkmen gas to Central Europe, bypassing both
Russia and Iran. Construction of the Trans-Caspian has been up for debate since the late 1990s,
due to Iranian and Russian opposition as well as contested claims surrounding territorial waters.
However, the project was rekindled in 2006 due to gas disputes between Russia and the Ukraine.
In February 2013, Azeri Energy Minister Natig Aliyev stated that the drafting of documents is
almost complete and that contracts are waiting to be signed.?*® Although construction of the
submarine portion of the pipeline may cost US$1-2 billion alone, Minister Aliyev has stressed
the importance of the project to Azeri interests. The EU and the US have also both given their

280 Tehran and Moscow have expressed concerns that pipeline

explicit support for the project.
construction poses an environmental threat to the Caspian Sea, and that the pipeline may violate
territorial claims. However, these recent objections do not seem to be impeding implementation

of the project.

VII. Major Issues
Azerbaijan wants to be a major economic power, as evidenced by its flush of capital into
developing Baku. It is in the best interest of the US and the EU to support this effort in order to

keep the country as an ally. This includes demonstrating to Azerbaijan that other countries
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consider it powerful. Former Secretary of State Hillary Clinton visited Baku in June 2012 during
a trip to promote democracy in the Southern Caucasus.?®* Maintaining relations with Aliyev’s
administration has been particularly important to US foreign policy in recent years since the US
relies on airfields in Azerbaijan to transport supplies in and out of Afghanistan while overland
supply routes in Pakistan remain closed. Due to this relationship, the US has avoided
commenting on Azerbaijan’s corruption and human’s rights abuses because the Azeris are seen
as important economic and political allies, particularly against Iran. However, “State Department
officials refused to respond to questions about friction between Azerbaijan and Iran, the US’
relationship to Baku or implications for American or international securi‘[y.”262 This reticence to
openly embrace Azerbaijan is based on the fact that too strong of an attempt at friendship is sure
to draw criticism from Armenian-American interest groups and human rights watch groups.
Other actors with a vested interest in Azerbaijan may be able to influence reconciliation
efforts with Armenia. These countries include allies such as Israel and Turkey, as well as
Azerbaijan’s Caspian neighbors Kazakhstan and Turkmenistan. Since Israel values Azerbaijan’s
support as a Muslim country and due to its proximity to Iran, it is in Jerusalem’s best interest that
civil unrest does not disrupt the government and threaten their ally relationship. Similarly,
Turkey needs Azerbaijan as an ally against Armenia and Russia, and both countries seek to
increase their influence on the European stage. Finally, Kazakhstan and Turkmenistan each have
a stake in the security of Azerbaijan’s pipelines. Both countries will want to ensure the
completion and maintenance of both Nabucco West and the Trans-Caspian pipeline, which will
deliver their products to European markets. Any of these countries could provide incentives to
encourage the Azeri government to reach a settlement in Karabakh as well as improve its civil

society.

VIII. Conclusion

At stake in the Karabakh conflict is both Azerbaijan’s internal stability as well as the
security of existing and planned pipeline projects in the region. Azerbaijan’s current relationship
with the US is strong, but could weaken if opposition to the Aliyev regime spreads and the US is
forced to take a look at its economic relations with the country. Azerbaijan has invited American
companies to develop Azeri oil reserves in order to foster a strong business relationship with the

West. The Azeri government also accepts NATO training but has not openly stated its intention
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to join, demonstrating Azerbaijan’s unique position as a bridge between Europe and Asia.
Brokering a legitimate agreement with Armenia will require the US and other allies to
demonstrate a vested interest in helping Azerbaijan grow its economy, as well as assurances of
security to protect against future border disputes. In order to achieve this, the US may have to
continue to avoid directly commenting on Azerbaijan’s corruption and human rights issues in the
short-term. However, in the case that internal dissent should escalate and intervention becomes
unavoidable, the US could use Azerbaijan’s economic interests to force the government’s hand
into making some social policy concessions. Finding a permanent resolution to the frozen
conflict in Nagorno-Karabakh is a first step toward guaranteeing security and development for

the region.
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Chapter Four

Turkmenistan and Kazakhstan: Pipeline Politics

Patrick Mullen

Abstract

Turkmenistan and Kazakhstan have emerged as major players in the world energy
market. Their substantial quantities of hydrocarbons are still being developed, and provide the
opportunity for nations to secure vast quantities of resources. These Central Asian states are
strategically located between the western markets of Europe, and eastern markets of China,
Pakistan, and India. US interest aligns with ensuring that US allies and the international market

secure their equitable share of Turkmenistan and Kazakhstan’s gas and oil.
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I. Introduction

Turkmenistan and Kazakhstan’s vast quantities of natural gas and oil have the potential to
impact global and regional markets, offsetting the degree of dependence many importers now
have on OPEC and Russia. These resources, therefore, have caught the attention of the
international community. Looking forward, the major issue for Turkmenistan and Kazakhstan
will be deciding whom to sell their resources to. During the Soviet Era, both states’ resources
were sent north to Russia, and to this day major pipelines continue to run that direction. The
Central Asian states have more options now, and can look to the EU, China, India, and Pakistan
as major markets. Both Turkmenistan and Kazakhstan are landlocked countries which makes
transportation networks more difficult to implement, and susceptible to political strife.
Turkmenistan and Kazakhstan have implemented several transportation networks of pipelines
and tanker ships to bypass the old Soviet system, and are in the means of negotiations for others.
The US and its allies stand to benefit from several proposed projects, namely the Trans-Caspian,
Turkmenistan-Afghanistan-Pakistan-India (TAPI), and the Kazakhstan Caspian Transportation
System to the Baku-Thbilisi-Ceyhan (BTC) pipeline. Former US Secretary of State Hillary
Clinton has stated that, “Energy cuts across the entirety of U.S. foreign policy. It’s a matter of
national security and global stability.”?*® This statement especially rings true concerning

Turkmenistan and Kazakhstan.

II. Turkmenistan’s Natural Gas

Major natural gas deposits have turned Turkmenistan into a focal point of the world
energy supply. Turkmenistan’s proven gas reserves at the start of 2012 were estimated at 24.3
trillion cubic meters (TCM), or 11.7% of the world’s gas.”®* This places Turkmenistan with the
fourth-largest gas reserves in the world after Russia, Iran, and Qatar. In 2001, Turkmenistan only
had 2.6 TCM of proven natural gas reserves. By 2011, its reserves had grown to a formidable
13.4 TCM. From 2011 to 2012 Turkmenistan’s reserves doubled due to the discovery of the
South Yolotan, the second largest natural gas field in the world. The South Yolotan has been
independently estimated to contain 13.1-21.2 trillion cubic meters (TCM) of natural gas.”®®
Turkmenistan’s huge gas finds have left production capabilities working to catch up.

Turkmenistan’s natural gas production is currently only a fraction of its potential. At the

start of 2012, it was only producing around 1.8% of the world’s total natural gas (75 bcm).?*®
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Turkmenistan has set a target of producing 250 bcm per year by 2030 which would make it the

third largest producer behind Russia and the US, based on 2012 production levels.

267

Turkmenistan’s recent discoveries have led many states, primarily the EU, China, India, and

Pakistan, to take interest in its natural gas reserves. To serve these new markets, several pipeline

projects are undergoing final negotiations or being upgraded, namely the Trans-Caspian, TAPI,

and Turkmenistan-China (Central Asia-China) (see Figure 1).
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Turkmenistan has a policy of only allowing production sharing agreements (PSA) for

offshore oil and gas development. Turkmenistan allows PSAs for offshore development to attract

investment, as offshore extraction is more technically challenging. PSA contracts allow for

companies to receive part of the product that they are mining. The alternative to PSAs are service

contracts, which pay companies for their services in withdrawing the oil or gas. PSA’s are much

more lucrative contracts as companies can sell the oil or gas they extract to states or on the

international market. China’s state-owned China National Petroleum Corporation (CNPC) is the

only company to receive an onshore agreement for a PSA, due to its large investments in the

country.%®®

foreign investment appeal; however states are still very eager to access Turkmenistan’s gas.?

61

Turkmenistan’s reluctance to allow PSAs for its onshore fields has decreased its

9



Turkmenistan-Russia

Turkmenistan has been exporting natural gas to Russia through the Central Asia-Center
pipeline network since 1992.%”° For many years Russia took advantage of being the main
destination for Turkmenistan’s gas by reselling Turkmen gas to Ukraine and European countries
at inflated rates.’”* In 2009, Russia re-negotiated its contract with Turkmenistan to purchase only
up to 30 bcm of natural gas per year®’? instead of around 70 bem.?”® Russia has been purchasing
around 10 bcm per year since 2009 due to low European demand for gas,?”* and stated that it will

keep purchases at 10 bem for 2013.27

While Russia has decreased its purchases of Turkmen gas,
it is in Russia’s strategic interest to keep Turkmenistan’s export pipelines flowing through its
territory. Russia has a near monopoly on gas sales to Europe and does not want Turkmenistan to
enter that market. In January 2013 Ukraine expressed interest in acquiring gas directly from
Turkmenistan using the excess capacity in the Central-Asia Center network.?’® Russia has thus
far not allowed direct sales of natural gas from Turkmenistan to Ukraine using the Central-Asia
Center system, and Russia has opposed projects such as the Trans-Caspian that would send
Turkmenistan’s natural gas to Europe. Turkmenistan has sought to diversify its exports to
decrease dependence on Russian sales, giving other players, such as the EU, China, India, and

Pakistan a great opportunity to enter the market.

Turkmenistan-Iran

Turkmenistan has two natural gas pipelines travelling to Iran that each have a capacity of
14 bem per year.?”” The Korpezhe-Kurt Kui Pipeline, built in 1997, was the first Central Asian
gas pipeline to bypass Russia®’® and the Dauletabad-Khangiran Pipeline was completed in
2010.%” Iran holds the world’s second largest natural gas reserves, yet is a net gas importer due
to underinvestment in infrastructure and sanctions.”® Iran is far from an ideal export destination
and owes Turkmenistan about US$1 billion in outstanding payments for gas. In 2011,
Turkmenistan exported 10.2 becm of gas to Iran and decreased exports to about 6 bcm for
2012.%' In December 2012, Turkmenistan stopped gas exports to Iran for the third time in the
last 4 years. Gas flow re-started when Turkmenistan and Iran reached a deal where Iran pays for
gas by the barter system, providing Turkmenistan with machinery and other goods.?®

Iran purchases Turkmenistan’s natural gas for domestic use in northern Iran and to fulfill

its export contract to Turkey.?®® In 2011, Turkey relied on Iran to supply about 20% (8.4 bcm) of

62



its demand.”® A direct route that would provide Turkey with gas from Turkmenistan would be
ideal for Turkey’s energy security. The proposed Trans-Caspian project from Turkmenistan to
Azerbaijan would link up to existing pipeline networks and be able to directly supply Turkey

with Turkmen gas.

Turkmenistan-China

As Russia and Iran have become less desirable markets for Turkmen gas, China has
become a major export destination. China’s natural gas demand is estimated to rise on average
6.1% per year, to reach a total of 500 bcm of gas per year in 2035.%%° The current Central Asia-
China pipeline ships gas from Turkmenistan-Uzbekistan-Kazakhstan-China. In June 2012, China

began discussions regarding a Turkmenistan-Tajikistan-Afghanistan-China pipeline.

Central Asia-China Pipeline Network

The Central Asia-China network currently has 2 pipelines that were completed in 2009,
and a third is under construction. The two pipelines in operation have the capacity to transport 40
bem per year,?® with a third to be completed by 2015, adding an additional 30 bcm.?®” In late

288 t0 65 bem per year; 2

2011, Turkmenistan and China revised their contract from 40 bcm
however, Turkmenistan currently lacks the capability to export that much gas to China.?*® China
understands that Turkmenistan’s production levels will rise, and has worked to secure contracts

for the future.

Turkmenistan-Tajikistan-Afghanistan-China Pipeline

China initiated discussions with Afghanistan concerning the Turkmenistan-Tajikistan-
Afghanistan-China (TTAC) pipeline in June 2012. This development came as the US backed
Turkmenistan-Afghanistan-Pakistan-India (TAPI) pipeline is finalizing negotiations and
attracting funding. The TTAC pipeline is in a preliminary planning stage but may emerge as a
competitor to the TAPIL. A main point of the TTAC is that it would travel through northern
Afghanistan, whereas the TAPI pipeline is planned to travel through both the north and south of
Afghanistan. Northern Afghanistan has traditionally been anti-Taliban while southern
Afghanistan has been the historical homeland of the Taliban. The TTAC undermines the US

vision of having a pipeline as a state building project for Afghanistan.
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Turkmenistan-Azerbaijan/Europe: Trans-Caspian Pipeline

With the proposed Trans-Caspian pipeline, Turkmenistan is looking to further expand its
gas exports, Azerbaijan is interested in increasing its position as a key transit route of the
Caspian, Turkey is eager to become a gas transit state while diversifying its gas imports, and the
EU is desperate to find new gas to decrease its reliance on Russian imports. The proposed Trans-
Caspian pipeline would go under the Caspian Sea from Turkmenistan to Baku, Azerbaijan. From
Baku, the gas from Turkmenistan would flow through the current Baku-Thbilisi-Erzurum (BTE)
pipeline and enter the recently approved Trans-Anatolian gas pipeline (TANAP), which will go
across Turkey.?* In western Turkey, the TANAP will meet up with either the Nabucco West or
TAP pipeline, depending on who wins a contract in 2013, and will be sent to Europe.?*

The Trans-Caspian gas pipeline can greatly improve energy security in the EU and
Turkey. Negotiations concerning the Trans-Caspian pipeline have been ongoing since the late
1990’s between Azerbaijan, Turkmenistan, and the EU. Russia and Iran have both expressed
explicit opposition to the Trans-Caspian project. China is opposed to the pipeline, but leaves
vocal condemnation to Russia and Iran.

The idea of a Trans-Caspian pipeline is strongly supported by the US. In 2007, the US
Trade and Development Agency funded a feasibility study on a similar Trans-Caspian pipeline
from Kazakhstan to Azerbaijan.?® The US has publicly shown support for the Trans- Caspian
pipeline, however, the US is not directly involved in negotiations regarding its construction.

Implications for EU Energy Security
The Trans-Caspian pipeline is slated to transport 30 bcm of gas per year from

Turkmenistan to Europe.”®*

In September 2012, Turkmenistan’s head of state stated, “The
republic is interested in the soonest creation of the reliable network for the transportation of
energy resources to various regions of the world, including Europe.”295 Gas from the Trans-
Caspian pipeline has the potential to relieve the reliance that the EU has on Russian Gazprom
gas. Russia’s state owned company, Gazprom, provides Europe with a third of its gas, and thus
has the ability to charge the EU high prices.?®® The EU suffered in 2006 and 2009 from Russian
gas shut offs due to disputes regarding transit through Ukraine.?®” EU natural gas demand was

estimated to be 527-531 bcm in 2010, and is predicted to stay fairly level at 479-538 bcm
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through 2020.2® Assuming a EU demand of 500 bcm, the 30 bcm from the Trans-Caspian
pipeline would provide for 6% of EU gas.?®® The EU could negotiate for greater than 30 bcm as

Turkmenistan is eager to produce 250 bcm yearly by 2030.

Implications for Turkish Energy Security

Turkey is interested in the Trans-Caspian as an alternative to gas imports from Russia and
Iran. Turkey produces about 8 bcm of gas per year and relies on imports to meet the rest of its
demand.*® In 2011, Turkey imported a total of 42.5 bem, with 25 bem from Russia, and 8.2 bcm
from Iran.>*

Turkey is a vital player in the transit of gas from the Trans-Caspian pipeline to Europe.
Turkish Minister of Energy and Natural Resources, Taner Yildiz, stated in September 2012 that,
“Turkey is ready to take an active part in the creation of such a system for the supply of
Turkmenistan’s energy resources for the world market.”* Turkey has done this through the
recently approved TANAP pipeline that will carry gas from Baku to western Turkey, where it

can join either the proposed Nabucco West or Trans-Adriatic Pipeline (TAP).

Trans-Caspian Pipeline Negotiations: Turkmenistan-Azerbaijan-EU

Negotiations concerning the Trans-Caspian pipeline have been ongoing since the 1990s,
but renewed talks initiated by a mandate from the EU council began in September 2011.%% By
September 2012, the EU Energy Commissioner, the Turkmenistan Energy Minister, and the
Azerbaijan Minister for Industry and Energy agreed that, concerning the Trans-Caspian pipeline,
“the idea was an important part of efforts to reduce Europe's dependence on Russian gas
supplies, and thus should be given new impetus.”*** As of January 25, 2013, negotiations are
continuing between Turkmenistan, Azerbaijan, and the EU.3% Turkmenistan and Azerbaijan
have several issues that must be resolved before negotiations on the Trans-Caspian can be
finalized.

Turkmenistan and Azerbaijan each claimed the right to three Caspian oil fields after the
collapse of the Soviet Union in 1991. The two states signed a bilateral agreement in 2008 to not
develop one of the fields, the Kyapaz field, until the territorial dispute is solved.>® After
Turkmenistan stated in July 2012 that it would start scientifically sampling the Kyapaz field, the
Azerbaijani Foreign Ministry stated that Baku “reserves the right to take steps to defend its
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sovereign rights in the Caspian.”*®” Negotiations between Turkmenistan and Azerbaijan
concerning the three fields have been going on for nearly 15 years without a clear solution.
Other issues facing the Trans-Caspian pipeline include Azerbaijan’s potential desire for
singular control of the European gas market, and Turkmenistan’s need for assurance that it can
sell its gas in Europe.® Azerbaijan is contracted to supply about 25 bcm yearly to Turkey and
Europe through the newly approved TANAP pipeline.*®® Azerbaijan must receive assurances
from Europe that there will be a market for both Azeri and Turkmen gas before proceeding with
the Trans-Caspian pipeline. Former US Ambassador to Azerbaijan, Matthew Bryza, believes that
the TANAP pipeline currently being built across Turkey must be completed before Turkmenistan
will agree to the Trans-Caspian. Bryza believes that Turkmenistan wants concrete knowledge
that it will be able to sell to Europe, as Turkmenistan fears a Russian retribution for going ahead
with the Trans-Caspian pipeline. Bryza also stated that continued US and EU support are vital to

push Turkmenistan to sign off on the Trans-Caspian.*'°

Opposition from Russia

“There are two main factors-the environment and the undetermined status of the

Caspian Sea” --Russian ambassador to Turkmenistan, Aleksandr Blokhin.3*

Russia officially opposes the Trans-Caspian pipeline on the terms that it would be
detrimental to the environment of the Caspian Sea and that the Caspian Sea has not been
officially partitioned between its littoral states. The EU has financed an environmental impact
assessment of the Trans-Caspian pipeline and concluded the pipeline would have the “lowest
environmental impact compared to similar pipelines.”**? The proposed pipeline travels only
through Turkmenistan and Azerbaijan’s territorial waters. As such, Turkmenistan and Azerbaijan
believe that they can bilaterally negotiate for the implementation of the project.®*®

Russia’s statements opposing the pipeline can be considered a red herring. Moscow sees
the Trans-Caspian pipeline as a threat to its monopoly over gas sales to Europe. The Trans-
Caspian pipeline is also a direct competitor to Russia’s Gazprom-sponsored South-Stream
Pipeline to Europe that is to be completed by 2015.%** The South-Stream project will supply 63
bem of gas yearly and cause Europe to further rely on Russian gas.®'® The European Commission

has recognized Russia’s monopolistic efforts and launched an anti-trust investigation into
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Gazprom in September 2012.3'® The Trans-Caspian is vital for diversifying the EU’s natural gas

supply away from Russia.

Opposition from Iran

Iran has also taken a direct stance against the Trans-Caspian pipeline, stating that the
pipeline will hurt the environment of the Caspian Sea. However, Iran also has alternative reasons
behind its opposition to the pipeline. Iran holds the second largest natural gas reserves in the
world and see’s the Trans-Caspian as a threat to future sales. The Trans-Caspian pipeline would

also enable Turkmenistan to directly sell to Turkey, cutting out middleman revenue for Iran.

Opposition from China

China is in accordance with Russia and Iran in opposition to the Trans-Caspian pipeline.
China has been working to lock down gas contracts from Turkmenistan and views Europe as a
direct competitor and threat to its Turkmen gas supply, particularly over the long-term.*’ China
is also worried that Turkmenistan may increase its gas price if it finds another large market in the
EU.*® As China stands to lose from the Trans-Caspian, it may try and use its position as a major

investor and financier in Turkmenistan to oppose the project.®*°

Turkmenistan-Afghanistan-Pakistan-India (TAPI)

“The implementation of this project will give a powerful impetus to the social and
economic development of a// the participant countries.” --Baimurad Hojamukhamedov,

Turkmenistan Deputy Prime Minister.*?°

The Turkmenistan-Afghanistan-Pakistan-India (TAPI) pipeline, if built, has the potential
to provide the growing economies of Pakistan and India with substantial quantities of natural
gas. The US has supported the TAPI pipeline since the 1990s as it provides gas to key allies,
Pakistan and India. US State Department Assistant Secretary for the Bureau of South and Central
Asian Affairs, Robert O. Blake Jr., has stated that, “The TAPI project is one of the most
important regional integration projects, because it will provide Turkmen gas for the growing

Indian market, but it will also provide very substantial transit revenues for Afghanistan and
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Pakistan.”*?! Negotiations recommenced in September 2010 when Turkmenistan, Afghanistan,
Pakistan, and India signed an initial framework agreement and began discussions on gas
pricing.*?? In April 2012, the four parties reached an agreement on transit fees. In May 2012,
Pakistan and India singed sale and purchase agreements with Turkmenistan.*?* In November
2012, Afghanistan decided to give up its share of gas from Turkmenistan, stating that
Afghanistan currently does not need it.*?* This action is likely related to the country’s ongoing
push to develop its own gas resources in the northwest, Faryab Province. Afghanistan will still
benefit from the pipeline by receiving transit fees from both Pakistan and India.

The framework for the TAPI pipeline is set and ready for construction, contingent on
attracting financing for the US$7.6 billion project.®® In late 2012, the TAPI pipeline consortium
staged road shows in Singapore, New York, and London to attract financing for the project. If
the final investment decision on funding can be secured early in 2013, the project may break

ground in 2015 and be completed by 2018.3%

Importance for Pakistan and India

Pakistani President Asif Ali Zardari has called the TAPI pipeline “essential” and the start
of a new era of cooperation regionally and inter-regionally.®*" Indian President Pranab
Mukherjee has stated that, "This project is mutually beneficial for economic reasons. It is also
important for bringing peace and development to our common region.”*?® India and Pakistan’s
energy demands are rising rapidly. India’s energy usage is expected to rise 119% by 2035 from
its 2009 levels.®* Pakistan currently faces severe energy shortages, including a 20% gas shortage
that will worsen with time.®* The TAPI pipeline is an opportunity for Pakistan and India to

secure gas reserves, and boost cooperation between the states.

Security Concerns: Afghanistan

Concern over the security situation in post-2014 Afghanistan is the biggest threat to
implementing the TAPI pipeline. Assistant Secretary Robert O. Blake Jr. believes that the US
has been effectively transitioning the security to the Afghan National Security Forces (AFNS),
and that the 2014 deadline will go over smoothly.®** The US sees the TAPI project as an
essential nation building opportunity for Afghanistan. China’s proposed project through
Afghanistan, the Turkmenistan-Tajikistan-Afghanistan-China (TTAC) pipeline may emerge as a
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more politically viable option due to decreased security concerns. It is important that the TAPI

secure financing before an alternative project such as the TTAC can take its place.**?

Opposition from China

China does not condemn the TAPI pipeline; instead it has put forward plans for a
competitor pipeline, the TTAC. By pushing for the TTAC, China can secure more gas and
counter the TAPI, which would give Pakistan and India access to Turkmen gas. If the TAPI is
built, Turkmenistan will have greater flexibility with gas pricing and avoid reliance on one
primary buyer (China). The TAPI is an opportunity for Turkmenistan to enter in a multilateral
agreement on gas sales, and may lead to greater integration for Turkmen gas sales on the
international market. China is interested in keeping its position as the major market in East Asia,

and thus will continue to seek an alternative to the TAPI.3%

Iran-Pakistan-India: Alternative pipeline to supply Pakistan and India

On January 30", 2013, Pakistan approved a deal with Iran for the construction of the
Iran-Pakistan gas pipeline.*** A final engineering, procurement, and construction contract to
begin the project should be signed by March 2013.3% Pakistan has severe energy shortage issues,
and sees the Iran-Pakistan gas pipeline as a solution. Pakistan will finance the US$1.5 billion
project with a US$500 million loan from Iran, and the remaining US$1 billion is to be raised by

Pakistan through the gas infrastructure development cess**®

(GIDC), a tax on gas consumers for
the construction of Pakistani gas pipelines.**” However, a Pakistan court ruled that raising the
funds through the GIDC was unlawful. Pakistan may also have troubles raising the remaining
US$1 billion due to sanctions regarding trade with Iran.**® China and Russia have avoided
financing the project due to the threat of sanctions from the US.**® The US has threatened
Pakistan with sanctions if it goes through with the Iran-Pakistan pipeline.3*

Iran has been trying to extend the pipeline project to reach India as well.*** India
currently cites security concerns as a major reason for not signing on to the Iran-Pakistan
pipeline.®*? Should the TAPI pipeline not be implemented, India may turn to the Iran-Pakistan
pipeline for its natural gas. It is imperative that the TAPI secure financing and begin construction

to keep India and Pakistan on board and to prevent them from purchasing Iranian gas.
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Policy Considerations for Turkmenistan
US options for implementing the Trans-Caspian Gas pipeline

The US can use its diplomatic channels to make Turkmenistan and Azerbaijan recognize
that the Trans-Caspian pipeline is a mutually beneficial project. The US may seek permission to
become involved in the Trans-Caspian negotiations and send its ambassador to Turkmenistan
and Azerbaijan to the meetings. While Turkey has sent representatives to meetings and publicly
supports the Trans-Caspian, the US can urge Turkey to become more actively involved in the
negotiations. US presence in negotiations may improve confidence in the project and counter
Russian, Iranian, and Chinese opposition. However, bringing the US into negotiations may cause
alarm and further opposition to the project from Russia, China, and Iran. Turkey may be a more
neutral party to enter talks and push for the immediate implementation of the Trans-Caspian
pipeline.

The US may offer to fund another feasibility study or implementation plan concerning
the Trans-Caspian pipeline. In 2007, the US Trade and Development Agency funded a feasibility
study for a similar Trans-Caspian pipeline from Kazakhstan to Azerbaijan. Should the US not be
involved in direct negotiations, this is an option where the US can offer to lend its support in

whatever is needed most.

US options for addressing the TAPI gas pipeline

The US can assist the financing of the TAPI pipeline by promoting the project with the
Overseas Private Investment Corporation, US Trade and Development Agency, and other US
organizations.

The US can continue to publicly support the pipeline, and calm fears about the stability of
Afghanistan post-2014. The US can take a more assertive role in promoting the TAPI pipeline
and opposing the Chinese TTAC pipeline. However, if the US takes a more active role in the
pipeline, it may be viewed as an American project and targeted by terrorists. The US may want
to use caution and support the pipeline, while making it clear that it is a Turkmen, Afghan,
Pakistani, and Indian project, not American.
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II1. Kazakhstan’s Natural Gas and Oil

Kazakhstan holds substantial proven reserves of both oil and natural gas. However,

Kazakhstan’s oil industry is far more developed than its natural gas industry. At the start of 2012,

its proven oil reserves were estimated at 30 billion barrels. This quantity places Kazakhstan as

having the 11" highest reserves in the world, with 1.8% of the world’s 0il.**® Its natural gas is

estimated at 2.4 trillion cubic meters (TCM).*** This leaves Kazakhstan with the 15" most gas

reserves in the world, about 1% of the world’s natural gas.3

45

Kazakhstan’s original oil pipelines were built during the Soviet era to export resources to

Russia.>* Infrastructure has been expanded for exports to China, EU, and the global market.

347

Several oil and gas projects are under construction in Kazakhstan, with additional ventures in the

works (see Figure 2). The US can work to ensure that Kazakh oil and gas continues flowing to its

allies in Europe and to global markets.
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Kazakhstan is looking to amend its policies to boost foreign investment in its oil and gas

sector and bring new technology into the country. Kazakhstan adopted a business unfriendly

subsoil law in 2010 that halted new production sharing agreements (PSA) contracts, forcing

companies to do joint ventures on fields with the Kazakh government oil companies.**® The 2010
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subsoil law also stated how resources extraction contracts could be abolished, which include, “a
subsoil user does not agree to amend its contract “to restore the economic interests” of the state”
and “there is a threat to national security.”**® The 2010 subsoil law hurt investment, and
Kazakhstan is in the process of revoking it. In 2013, Prime Minister Serik Akhmetov stated that
production sharing licenses would now be issued for certain subsoil extraction, including oil,
provided that investors transferred the latest technological expertise.*® This is a policy that
China has implemented to elevate its domestic technology.®** Kazakhstan needs to import
technology as it does not have the resources and expertise to independently conduct exploration
work on new oil fields.**®> While it is eager to attract investment, foreign companies have
recently abandoned Kazakh offshore oil and gas projects due to cost overruns and delays.**®
Thus far in 2013, Norway’s Statoil has given up exploration of the Abai field, and American firm
ConocoPhillips is trying to sell its stake in the Kashagan oil field project. Kazakhstan has
improved its business climate by allowing PSA’s in oil fields, but needs new strategies to retain

investments.

Kazakhstan’s Oil

Kashagan Field

Kazakhstan’s Kashagan field is believed to be the fifth largest oil field in the world with
7-9 billion barrels of primary recoverable reserves that could reach 13 billion barrels with
secondary recovery gas injection.*** The Kashagan field is to begin production in 2013, after

delays set it back from its projected start date of 2005.%*°

Uzen-Atyrau-Samara Pipeline

The Uzen-Atyrau-Samara (UAS) pipeline travels from the Kazakh oil field of Uzen to the
Russian border where it connects to Russian controlled pipelines. In Russia, the pipelines go to
the Black Sea where Kazakhstan can sell the oil on international markets. Kazakhstan exported
nearly all of its oil with the UAS pipeline before the completion of the Caspian Pipeline
Consortium.**® Approximately 110 million barrels (16% of Kazakhstan’s total exports) are
exported yearly through the UAS, but Kazakhstan has no plans to increase exports in this
direction.®®" Kazakhstan is moving away from Russia by building transportation networks to
China and the EU.
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Caspian Pipeline Consortium

The Caspian Pipeline Consortium (CPC) pipeline is a venue for Kazakh oil to reach
international markets. The CPC was completed in 2001 and runs from Kazakhstan’s Tengiz oil
field, goes north around the Caspian Sea, and ends at the Russian Black Sea port of
Novorossiyisk.®*® From Novorossiyisk, the oil is loaded onto tankers and sold on the
international market. The pipeline carried 684,000 barrels of crude oil per day in 2011**°, about a
third of Kazakhstan’s total production.*®® In 2011, The CPC decided to expand the pipeline to
meet up with Kazakhstan’s rising export potential. The expansion will occur in three phases,
eventually increasing the potential output of the CPC to 1.4 million barrels per day by 2015.%*
While the CPC is a way for Kazakh oil to reach international markets, it is reliant on transit

through Russia.

Kazakhstan Caspian Transportation System

The Kazakhstan Caspian Transportation System (KCTS) is a proposed project to increase
the amount of Kazakh oil available on the international market. The KCTS includes building a
600,000 barrel a day pipeline from western Kazakh oil fields to a proposed new oil terminal at
Aktau on the Caspian Sea. From the Aktau terminal, oil would be taken by ship to Baku,
Azerbaijan. The KCTS includes a transfer station in Baku where oil could be sent to the Baku-
Thilisi-Ceyhan (BTC) pipeline.*®® From the end of the BTC, oil can be sent via ship to Europe or
be sold on the international market. In January 2011, the head of the National Company
KazMunayGas, Kairgeldy Kabyldin, stated that work on the KCTS would not begin until 2018.
The reasoning being that, until 2018, Kazakhstan will be producing insufficient quantities of oil
to make the project worthwhile. The KCTS is an excellent opportunity for Kazakhstan to become

more independent in its oil exports by avoiding transit through Russia.

Baku-Thilisi-Ceyhan 0Oil Pipeline

Kazakhstan has previously used the Baku-Tbilisi-Ceyhan (BTC) pipeline to send oil to
the international market. The Baku-Tbhilisi-Ceyhan (BTC) pipeline travels from Baku,
Azerbaijan, through Georgia, reaching the Turkish port of Ceyhan. Kazakhstan has no pipeline
that connects to the BTC in Baku, but it can use tankers to ship oil there. In 2008, Kazakhstan

signed a contract with the BTC Pipeline Company to supply up to 500,000 barrels a day for
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Baku. In 2009, Kazakhstan began transporting oil through the BTC, but quickly halted exports
when the BTC Pipeline Company increased its tariff on non-shareholders of the pipeline.
Kazakhstan’s Oil and Gas Minister Sauat Mynbayev stated in October 2012 that Kazakhstan
does not exclude oil exports via the BTC pipeline and that “Perhaps Kazakh oil will be supplied
via the Baku-Thilisi-Ceyhan pipeline, but on reasonable economic terms.”*** If Kazakhstan and
the BTC Pipeline Company can negotiate a mutually accepted tariff rate, both parties will greatly
benefit. Kazakhstan is interested in sending oil to the international market and to Europe, and the

BTC pipeline has extra capacity to carry Kazakh oil.

Kazakhstan-China 0Oil Pipeline

The Kazakhstan-China oil pipeline goes from Atyrau on the Caspian coast of Kazakhstan
to northwest China. The pipeline was built in 2005 with a capacity of 73 million barrels of crude
oil per year, but is being expanded to 147 million barrels per year by 2014.%% Kazakhstan’s state
owned KazTransOil has stated that it will supply 102 million barrels of oil (about 20% of
Kazakhstan’s 2012 production) in 2014 through the pipeline.**® China is reportedly paying

premium prices for Kazakh oil from this pipeline.®*’

Kazakhstan-China Oil Swaps

Kazakhstan presently lacks the ability to refine crude oil as its refineries are undergoing
modernization that will be complete in 2016. In 2012, Kazakhstan turned to China instead of
Russia for its oil swaps and received 190,000 barrels of refined oil, and is looking to greatly
increase its swap to about 3,665,000 barrels in 2013.%%® Kazakhstan is in the process of building a
pipeline to China to handle the increased oil swaps.*®® Kazakhstan is reliant on the oil swaps for

its domestic oil consumption.*”

Kazakhstan’s Natural Gas

Future Gas Extraction Prospects
Kazakhstan currently produces about 40 bem of gas yearly.*"* Kazakhstan stated in 2012
that it aims to produce 110 bcm of natural gas annually by 2030. Much of that increase in gas

production is predicted to come from secondary shale production from current fields.*"?
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Kazakhstan’s Miniser of Industry and New Technologies Aset Isekeshev has stated that shale gas
“is a promising innovation that is developing in the U.S.” and that Kazakhstan would “study
these technologies to see what effect they can have on the development of the Kazakh energy
industry.”*"® The US can use its technological expertise to aid the development of Kazakh shale

production.

Kazakhstan China Gas Pipeline

The Kazakhstan China Gas Pipeline (KCGP) network will expand Kazakhstan’s domestic
pipeline system and connect it to the existing Central-Asia China pipeline that runs from
Turkmenistan to China. The KCGP will have a capacity of 10 bcm per year and is being built in
two stages, the Beyneu-Bozoi Shymkent pipeline, and the Beineu-Shymkent pipeline.*™* The
KCGP will send Kazakh gas to Turkmenistan’s Central Asia-China gas pipeline®”® and to
southern Kazakhstan, a location that has previously faced gas shortages.’ This first section
should be completed in 2013. The second section is being financed with a US$1.8 billion loan
from the China Development Bank (CDB).*"” The KCGP is a joint venture between the Kazakh
state company KazMunayGaz and China’s state owned energy corporation, China National
Petroleum Corporation (CNPC).

Policy Considerations for Kazakhstan
US Assistance in Shale Gas Production

American and European companies can share their shale gas extraction techniques with
Kazakhstan in return for production sharing agreements. This can be an effective way for US and
EU countries to obtain lucrative contracts, and Kazakhstan to receive the technical assistance it

needs for further gas extraction.

US support for the Kazakhstan Caspian Transportation System

The KCTS is a great opportunity for Kazakhstan to increase its oil exports to the EU and
international market. The US can offer to fund a project proposal or feasibility study on the
KCTS through the US Trade and Development agency. While US financial and political support
may help implementation, Russia may become opposed to the project if it views too much US

involvement.
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IV. Conclusion: Turkmenistan and Kazakhstan

As Turkmenistan turns away from exports to Russia and Iran, it is finding eager markets
in China, Pakistan, India, and the EU. China has acknowledged the need to secure Turkmen gas,
and already holds substantial contracts. Pakistan, India, and the EU have opportunities to catch
up with the Trans-Caspian and TAPI pipelines if the security situation in Afghanistan can be
improved. Currently Turkmenistan has bilateral “pipeline relations” with Russia and China. The
Trans-Caspian and TAPI would, therefore, open the country to multilateral relations and thereby
render it less isolated. Kazakhstan is still figuring out how to best manage its substantial
quantities of oil and natural gas. After the 2010 subsoil law caused an investment scare,
Kazakhstan has been looking for ways to attract new investment and to bring technology into the
country. The country is highly dependent on foreign companies to develop its considerable
resources, and it would be best, from the US perspective, if these were not dominated by firms
from Russia and China. The US has the opportunity to enact policies that will be beneficial for

its allies, and for the development of Turkmenistan and Kazakhstan.
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Chapter Five

Security and Nuclear Energy in Kazakhstan

Conor Roberts

Abstract

Kazakhstan is building up its capacity in the nuclear fuel cycle. As the largest producer of
uranium, it plays an integral role in the nuclear fuel market. However, the potential for the
proliferation of nuclear technology or fissile material is important to US foreign policy in Central
Asia and demonstrates the need for a dynamic policy based on up to date information on the
development of this industry. Current US policy emphasizes close regulation of the industry
through the IAEA and radiation detection equipment at the borders. Yet recent cuts to US non-
proliferation efforts may be detrimental to US foreign policy. Predicated on this issue of non-
proliferation, our political relations to Kazakhstan are strongly linked to past cooperation on
nuclear matters. This can be leveraged as we work to increase international regulation on the

both the nuclear industry inKazakhstan and the world uranium market as a whole.
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I. Introduction

Over the past decade Kazakhstan has leveraged its wealth of uranium reserves into a
growing nuclear fuel industry that will affect the economy and security of the country for the
foreseeable future. Issues associated with this particular industry demonstrate that caution and
careful management are important. Potential risks include: the proliferation of nuclear
technology, nuclear waste disposal, and political corruption. However, this industry is also
important to Kazakhstan and Central Asian security for a number of reasons. The economic
benefits of a nuclear industry for fossil fuel-rich Kazakhstan demonstrate an opportunity for
economic diversification and foreign investment to develop it. Nuclear power will also improve
the energy security of Kazakhstan as more fossil fuels can be exported East and West. In
addition, the possibility of an international nuclear fuel bank based in Kazakhstan could increase
its status as a leader in non-proliferation affairs. All of these factors are essential to regional
stability and foreshadow the significance that nuclear power will have in Central Asia over the
coming decades. Overall, Kazakhstan is one of the few countries in the world with major
abundance of oil, gas, and uranium, making it a highly important energy resource nation for
global markets, a status that will only grow with time as energy demands rise around the globe.
Due to the dangerous potential of uranium enrichment and the geopolitical significance of
Kazakhstan, the U.S. has a direct interest in the responsible development of this resource over
both the short and long term future of the country.

II. Context

Uranium Resources

Kazakhstan currently has the second most uranium resources in the world amounting to
15% of total global reserves. Over the past four years the Kazakh atomic energy company
KazAtomProm has increased production of uranium to overtake both Canada and Australia to

capture 35% of the world market.*"®

This expansion in production is the result of large foreign
and domestic investment in the industry over the past decade. An increase in investment yielded
an increase in uranium production from 3719 tonnes to 19,450 tonnes between 2004 and 2011
among the 17 operating mines in Kazakhstan (see Figure 1). Production has the capacity to
increase to around 30,000 tonnes of mined uranium by 2018.3”° The primary benefits with the

expansion of its uranium production are economic diversification from fossil fuel resources, as

78



Country 2004 | 2005 | 2006 2007 | 2008 2009 2010 2011

Kazakhstan 3719 4357 5279 6637 8521 14020 17803 19451
Canada 11597 11628 9862 9476 9000 10173 9783 9145
Australia 8882 9516 7593 8611 8430 7082 5900 5983
Niger 3282 3003 3434 3153 3032 3243 4198 4351
Namibla 3038 3147 3067 2679 4366 4626 4496 3528
Russia 3200 3431 3262 3413 3521 3564 3562 2993
Uzbekistan 2016 2300 2260 2320 2338 2429 2400 2500
USA 878 1039 1672 1654 1430 1453 1660 1537
Ukraine (est) 800 8OO 80D 846 800 840 850 890
China (est) 750 7580 750 712 769 750 827 885
Malawi 104 670 846
South Africa 755 674 534 539 655 563 583 582
India (est) 230 230 177 270 271 200 400 400
Brazil 300 10 180 299 330 345 148 265
Czech Republic 412 408 358 306 263 258 254 229
Romania (est) %0 8 % 77 77 75 1M 77
Germany 77 94 6 41 0 0 0 52
Pakistan (est) 45 45 45 45 45 50 45 45
France 7 7 5 4 5 <] 7 6
total world 40178 41719 38444 41282 43853 50772 53 663 53 494
tonnes U0, 47382 40199 46516 48683 51716 59 875 63 285 63 085
percentage of world demand B5% 63% 64% 60% 78% 78%  B5%

WNA Market Report data

Figure 1: Table of Global Uranium Production 2004-2011 (Source:
http://www.world-nuclear.org/info/inf23.html)
well as access to nuclear technologies. Economic diversification remains an issue for Kazakhstan
as the majority of foreign direct investment is confined to the resource extraction sectors of its
economy.®* While the extraction of uranium is still linked with the energy sector like oil and
gas, the nuclear fuel process is extremely technical and not readily available to all nations. It is
KazAtomProm’s intention to leverage their significant uranium wealth to enter into this industry

and become a major player in future of nuclear energy.

US Interests
As the dominant global uranium exporter, Kazakhstan places itself as an important player
in the industry. With the upcoming end to the Megatons to Megawatts program?®, the US will

become more dependent on global uranium reserves and prices to fuel its 104 nuclear reactors.*®*

® This is a program whereby Russian HEU was down-blended into low enriched uranium for US nuclear reactors.
The program is scheduled to end in 2013.
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It also shows the potential to invest in the industry over the coming years to meet domestic

demands.

Kazakh Uranium Importing Countries

Current global uranium and nuclear fuel production is less than demand.®** Resource
scarcity means higher prices and that demand for Kazakh uranium has increased over the past 10
years as many nuclear energy consuming countries look to acquire enough fuel for their reactors.
It is no surprise that the massive increase in the cost of uranium between 2006 and 2008 (see
Figure 2) corresponds to the large increase in foreign investment in Kazakhstan’s mining and
nuclear fuel capacities. Agreements completed with the Chinese Guangdong Nuclear Power
Group Holdings (CGNPC) company, the largest nuclear energy company in China, are
particularly significant for the future of the industry.*® This is because China is expected to be
the largest developer of domestic nuclear technology over the next 30 years. China projects that
it will increase its nuclear energy output by 400 GWe by 2050, while even modest forecasts
suggest it will “add 150 GWe over the next 30 years.”*®* The need to diversify its energy sources
beyond dirtier fossil fuel sources like coal demonstrates the potential for mature and clean energy
sectors to fuel its economic growth. For this reason, it will rely heavily on its many joint ventures

with Kazakhstan to establish this as one of its major energy industries over the coming decades.

Uranium Price

Figure 2: Graph of the
Price of Uranium 2001-
2012 (Source: Matthew
Weinshenk
http://www.wallstreet
daily.com/2012/04/26
/uranium-price-
forecast-the-nuclear-
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Despite the emphasis on the importance of the Chinese nuclear market, Kazakhstan wants
to diversify its economic partners throughout the region.® The increasing global market for
uranium and strategic partnerships with local nuclear energy producers, Russia, South Korea,
and Japan, are integral to this balance. Both Russia and South Korea seek to export their reactor
technologies to the developing world.® This is because the developing world, excluding China,
will be the other major developer of nuclear energy over the coming decades.®®’ Countries
throughout the Middle East, South East Asia, and Latin America have begun to work with these
major nuclear exporters to explore their potential for starting a nuclear program.®® Additionally,
both Russia and South Korea rely heavily on uranium from Kazakhstan for their domestic energy
programs and have expanded current deals in line with future demands.**® The situation for
Japan is different. Since the Fukushima Daiichi nuclear disaster, Japan has shut down the
majority of its fifty reactors and there is widespread disapproval of the technology.**° However,
current Prime Minister Shinzo Abe is a vocal proponent of the technology and Japan continues to
import uranium from Kazakhstan. Also, many Japanese companies are still heavily involved in

the Kazakhstan uranium market.3

KazAtomProm even made a deal with the Japanese company
Toshiba to buy 10% of American nuclear power company, Westinghouse.**? This deal gives
KazAtomProm a stake in one of the largest nuclear reactor producers in the world and more
access to the international nuclear market. Overall, the current trend for nuclear energy and the
Kazakhstan uranium sector will continue to increase in stature through foreign investment and

demand.

US Interests

As is the case with oil and gas, the US has an interest in helping make sure that
Kazakhstan continues to supply the world market with its uranium. Though no serious threats
have emerged to date, the US would work to prevent the takeover of major Kazak uranium
supply by powers, such as Russia and China. Economic diversification is also a stated goal of the
Kazakh government, a convenient alignment of the two national interests. It is also important to
note that the US is already invested in this industry, and strategic partnerships detailed in
KazAtomProm’s purchase of 10% of Westinghouse will extend US interests in Kazakh uranium

and nuclear fuel production.
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Domestic Development of Technology

Kazakhstan intends to diversify its participation in the nuclear fuel cycle. This means that
it want to develop an industry beyond resource extraction. KazAtomProm has stated that its
nuclear fuel cycle development strategy is:

To support the nuclear renaissance worldwide and, whilst also pursuing a concept of
large-scale international cooperation, KAZATOMPROM also aims to achieve the goal of
becoming a top vertically integrated transnational company, with a complete service
package — from uranium production to nuclear fuel manufacturing and construction of
power generation units.>*

To clarify, KazAtomProm intends to develop the technology to extract and produce nuclear fuel,
and eventually construct nuclear power plants. The reason for this is that the nuclear fuel
industry is highly technical and raw uranium costs less than enriched uranium. The company
intends to leverage its domestic uranium reserves through strategic partnerships and joint
ventures with foreign companies to gain access to their technology. Currently, while
KazAtomProm maintains a share in all nuclear exploration and technology in Kazakhstan, many
large international companies, such as CAMECO (Canadian Mining and Energy Company),
Uranium One, Areva, CGNPC, and China National Nuclear Corporation (CNNC), own
significant portions of Kazakhstan’s uranium mines.*** Along with agreements to export uranium
to each respective country, these agreements include deals to construct fuel fabrication facilities
or uranium conversion plants.*®® These are important because they make up each step of the
complicated nuclear fuel process. Each investment integrates KazAtomProm more into the
nuclear fuel market and allows it to return a greater yield on uranium that is mined in
Kazakhstan. The result is a large scale increase in the technical development of this sector in
Kazakhstan and the evolution of a new nuclear power on the world stage.

The enrichment of nuclear fuel is the most controversial phase of the nuclear fuel cycle.
Production of low-enriched uranium (LEU) to between 3 and 5% enrichment of the fissionable
U-235 is required to produce nuclear viable uranium for most nuclear reactors.>* However, this
technology can also be upgraded to make weapons grade uranium at above 90% enrichment. For
this reason there are very strict guidelines and management of this process around the globe.
Despite this, Kazakhstan has access to this part of the fuel cycle as well. KazAtomProm
currently has a 10% stake in an enrichment facility in Angarsk, Russia.**’ The deal means that

KazAtomProm can continue to establish itself as a “top vertically integrated transnational
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company” without developing the enrichment technology domestically that would worry the

international community.

US Interests

The current policy of KazAtomProm is in line with US interests in the region. Its
increased involvement in the nuclear fuel cycle, without a domestic enrichment program, means
that it remains less of a security threat. However, international regulation throughout the IAEA is
integral to the control of this industry as protection against the proliferation of nuclear materials

that are used in Kazakhstan.

The International Nuclear Fuel Bank

Kazakhstan is the proposed site for the IAEA’s second international nuclear fuel bank.>%
The idea behind the bank is that member countries of the International Atomic Energy
Association without the ability to enrich uranium can buy the fuel from the repository at the Ulba
Metallurgical Plant.**® The majority of these countries include the developing world, where there
is a lot of potential for nuclear energy but little access to nuclear fuel.*®® It also includes countries
such as Iran, whose developing enrichment technology is a threat to global security.**
Continuing to develop this technology despite access to enriched uranium puts more pressure on
Iran to change its policy. It also illustrates the leverage that Kazakhstan is developing on
international nuclear policy. Kazakhstan even hosted nuclear weapons talks between Iran and the
P5+1 (US, United Kingdom, France, Russia, China, and Germany) in 2013.%? This was the first
opportunity for Kazakhstan to host these talks and has been proposed by the Kazakh government
in the past in an effort to play a mediator role between the sides. Therefore, Kazakhstan is using
its opportunity to host this event and the nuclear fuel bank to increase its international profile and

become one of the major players on global non-proliferation issues.

US Interests

An international nuclear bank gives the US leverage against security threats such as Iran.
It also allows the international community, through the IAEA, more access and regulatory power
over the Kazakh nuclear industry that can counteract proven security threats throughout the

former Soviet republics. Furthermore, it addresses the increasing global demand for energy as
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developing nations will have greater access to nuclear fuel as a clean energy alternative to fossil

fuels.

Development of the Domestic Nuclear Industry
Kazakhstan does not currently have any nuclear power plants online. In a country where

the majority of its electricity comes from fossil fuels*®®

, the emerging nuclear power industry has
a lot of potential. As a major exporter of oil and natural gas, nuclear power is one way to
diversify its energy security and export more of its fossil fuel resources to foreign markets. The
National Nuclear Center (NNC) projects the construction of “20 or more small reactors each of
50-100 MWe to supply dispersed towns™ throughout Kazakhstan.*** The development of this
technology will come through a joint venture between Russian company, Atomstroyexport, and
KazAtomProm. AtomStroyExport will construct the first two plants with KazAtomProm, and
then allow it to use the technology to construct other plants in the future.*®> However, one major
issue is that Kazakhstan does not have a fully integrated electric grid.*® This means that it
imports electricity from both the north and south of the country and that there is a general lack of
infrastructure. With this in mind, the reality is that Kazakhstan will soon have the means to build
these power plants and its overall capacity has the potential to transform its domestic electricity
production from fossil fuels to predominantly nuclear in the coming decades.

Kazakhstan had one nuclear power plant that was constructed during the Soviet Era. Built
in Aktau, on the Caspian Sea, it was used primarily for desalination. The present issue with the
Aktau nuclear power plant has to do with decommissioning and also relocating the nuclear waste
that it produced. Recent efforts transported the “plutonium-bearing spent fuel” used at the reactor

to the more secure Semipalatinsk site in Eastern Kazakhstan.*"’

US Interests

Kazakhstan’s large reserves of uranium and its intention to develop its nuclear capacities
indicate that it is a viable option to provide aid in this sector. It should also be noted that nuclear
energy production will increase international access to Kazakh reserves of oil and gas that are
currently used for electricity production. Also, it remains an interest to regulate all nuclear
materials produced in Kazakhstan, especially the regulation of plutonium that is currently stored

at Semipalatinsk.
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Fukushima and the Future of Nuclear Energy

The Fukushima Daiichi nuclear disaster has damaged the perception of nuclear power.“®
Two years have passed since the meltdown and a handful of developed countries have begun to
reconsider the role that nuclear power will play in the future. Germany and Japan have both
begun to shut down many of their plants, and Germany has even stated its intention to eliminate
the programs entirely.*®® However, these visions are not in tune with their energy consumption
and the “nuclear renaissance” is nowhere near disappearing. The reality of the nuclear industry is
that the most interested parties are developing nations. Since the disaster, programs to develop
and export the technology throughout China, India, Russia, and the Middle East demonstrate that
it is still a viable technology. Even in countries such as Germany and Japan, nuclear energy
cannot be dismissed so quickly. Their dependence on the technology assures that any transition
to new energy sources will be extremely difficult.*° For these reasons, nuclear power will
continue to expand and benefit uranium producing nations like Kazakhstan. Projections over the
next 20 years show that demand for nuclear fuel will increase, so the stability of the industry

should remain to the benefit of Kazakhstan.

US Interests
The future of the nuclear industry around the world will define uranium demand and US
interests in Kazakh uranium. Projected growth means that Kazakh uranium is even more

important to US growth of its nuclear industry over the coming decades.

Historical Non-proliferation of Kazakhstan

Kazakhstan’s unique nuclear history during the Soviet era informs its current policies
towards non-proliferation. While a part of the Soviet Union, Kazakhstan was the site of
approximately 456 nuclear tests (116 above ground).*** Longstanding degradation of the
environment and local populace due to radiation exposure led to a strong anti-nuclear campaign
called the Nevada-Semipalatinsk Anti-nuclear Movement. As a result, Kazakh president
Nazerbayev was able to close Semipalatinsk and begin the rehabilitation of the region.**? It was
also the precursor to Kazakhstan signing the United Nations (UN) Non-proliferation Treaty

(NPT) and the additional protocol, the elimination of its Soviet cache of nuclear weapons, as
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well as the transport of its leftover HEU to the US and Russia.*** All of these moves were
accomplished in solidarity with the movement and in reference to what happened at
Semipalatinsk.

Kazakhstan and Nazerbayev were also important instigators of the establishment of the
Central Asian Nuclear Weapon Free Zone (CANWFZ).*** Through CANFWZ, Kazakhstan
established itself as a regional and potentially global leader on the issue of non-proliferation. To
this point, Kazakhstan has continued to leverage its strong anti-nuclear stance to assume more
prestigious international roles. In recent years Kazakhstan has been selected to chair many
international organizations such as the Organization for Security and Cooperation in Europe
(OSCE) and the Organization of the Islamic Conference (OIC).** It is even petitioning to
become a rotating member of the UN Security Council in 2016.%'® The ambition of Kazakhstan
to assume these roles demonstrates the potential influence it can have, especially throughout
Central Asia in the context of non-proliferation. The opportunity to hold talks between Iran and
the P5+1 group of nations (the US, the UK, France, China, Russia, and Germany) on the Iranian
nuclear enrichment program will further these goals as well.*” Having asked to mediate these
talks in the past, this is Kazakhstan’s opportunity to assume a fully international role in non-
proliferation issues and will continue its ascending stature in international politics.

Despite Kazakhstan’s role as a leader on non-proliferation issues, its history proves that
the international community must still be wary of corruption. The most pressing issues of
proliferation are propagation of enrichment technology or attempts to steal/sell previously
enriched uranium. This is particularly true in former Soviet republics as there have been
numerous attempts to sell nuclear materials to terrorist groups.*'® Kazakhstan is included in this
list due to a reported plan to sell 1,350 tonnes of uranium ore to Iran against the UN sanctions in
place.**® For this reason the whole uranium industry in Kazakhstan remains a security threat until

the threat of corruption is negated by international regulation.

US Interests

The succession of Kazakh president Nursultan Nazerbayev is the most uncertain aspect of
non-proliferation. Based on his historical track record in favor of nuclear non-proliferation and
his acceptance of international safeguards, the current political structure in Kazakhstan implies

that non-proliferation is an important issue in Kazakh politics. However, his successor is
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unknown and the political system in Kazakhstan offers a lot of leeway to the president to change
policy. Also, political corruption remains a primary concern as the potential for selling or

stealing HEU continues to be a threat.

I11. Policy Considerations

Kazakhstan is one of the most import emerging countries with regards to global nuclear
issues. Coupled with its growing regional prominence, the US should consider ways to involve
itself with Kazakhstan that are mutually attractive to both governments in order to maintain
strong relations.

The threat of non-proliferation is the most pressing concern to US policy in Kazakhstan.
Potential theft of illegal nuclear materials is a proven threat throughout post-Soviet states and is
strongly linked to the lack of transparency in the Kazakh government.

This industry is also important because Kazakhstan has the second largest uranium
reserves in the world. Its influence will not dissipate as long as there is a demand for nuclear
energy, as is projected over the next few decades. It is also important to consider US domestic
uranium requirements and the extent to which it must depend on Kazakh reserves. While there
are other large deposits of uranium (Australia and Canada, in particular), projected increases in
demand and price will make it more expensive to maintain US reactors without worldwide
investment and production.

US interests in the diversification of the nuclear industry coincide with the interests of the
Kazakh government. Increased international influence in this market continues to develop the
technical sectors of its economy. This development makes Kazakhstan a more powerful regional
force that will become more regionally significant and applicable to US policy throughout
Central Asia.

The potential nuclear fuel bank in Kazakhstan can further US interests throughout the
world. It provides the US more leverage against ambitious nuclear programs such as Iran. Also, a
fuel bank provides developing countries greater access to LEU that is not attainable right now.
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IV. Conclusion

The US has a distinct interest in the security of Kazakhstan’s nuclear industry. The
overarching potential for proliferation of nuclear materials in former Soviet Republics is a
proven global security threat. The current US policy regulates the Kazakh nuclear industry
through the IAEA and offers many areas to expand interests in the industry over the coming
years. Kazakhstan has the opportunity to host the IAEA’s nuclear fuel bank and become a major
contributor to the expansion of nuclear energy to the developing world. This bank will also
increase US leverage over countries that want enrichment technology, such as Iran. Additionally,
Kazakhstan is able to use these resources and its unique nuclear history to assume an important
role throughout the international community. Its recent attempts to become a chair on the UN
Security Council and hosting the nuclear weapons talks between the P5+1 countries and Iran
demonstrate its growing international stature.

Kazakhstan is poised to become a major participant in the international nuclear energy
industry in the coming decades. Due in large part to its incredible reserves of uranium and its
ability to develop the industry beyond its extraction and into more technical sectors, Kazakhstan
will play an important role throughout the industry. Kazakhstan’s intention to participate in every
aspect of the nuclear fuel cycle means that it will benefit a lot more from its uranium reserves. It
is currently the primary provider of uranium to the global market; therefore it is significant to
global energy security. For this reason the US has interests in the industry beyond the issue of
non-proliferation. KazAtomProm’s purchase of a 10% stake in US nuclear company
Westinghouse establishes the international scope of the nuclear industry and the growing
connection between the US and Kazakhstan. With the most nuclear power plants (104 operating
reactors) in the world and an end to the Megatons to Megawatts program, the US will soon
become more linked to the global market for uranium. For this reason the US does not want
Kazakhstan to be dominated by one regional power like China or Russia. Diversification is an
interest to both the US and Kazakhstan, and through continued cooperation, the US should be
able to maintain a healthy global market for uranium despite its increasing demand.

Nuclear energy is also one of the few clean and alternative energy sources to fossil fuels.
The increasing threat of climate change coupled with the development of highly populated
countries, like China and India, demonstrate its significance in the coming decades. It is in the

US interests to make sure there is access to alternative energy resources such as uranium for the
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foreseeable future. The nuclear industry is not going to disappear. For this reason, its potential in
the developing world will make it and Kazakhstan more integral to the supply chain for nuclear
fuel. Allies involved in the exportation of nuclear technology, such as South Korea, will also be
highly dependent on their dealings with Kazakhstan. Based on this information it is important for
the US to maintain a strong relationship with Kazakhstan and mitigate the potential threat of

nuclear non-proliferation through regulation of the industry.
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Chapter Six

Liquid Treasure

Water Scarcity in Central Asia

Carl Coppernoll-Houston

Abstract

Water scarcity is one of most pressing problems facing Central Asia. The water shortage
comes from there being only two major rivers in the region, the Syr Darya and the Amu Darya.
The current crisis was initiated by the breakup of the Soviet Union as the Soviet system of water
cooperation dissolved into competition for the increasingly scarce resource. The Soviet Union
created an extensive irrigation system in the downstream countries of Turkmenistan, Uzbekistan,
and Kazakhstan where cotton, a very water intensive crop, ruled supreme. The upstream states,
Kyrgyzstan and Tajikistan, utilized their potential for hydroelectric power to create large dams to
supply electricity. Now that all five countries are independent, conflict has arisen over who
should get the water and when. This has increased regional tensions and left the region as a
whole precariously close to war. Added to the problems of irrigation versus hydroelectricity, is
climate change, which is affecting the glacial runoff that feeds the two great rivers. This final
wrench could singlehandedly decide Central Asia’s fate. However, if the countries of Central
Asia can begin to work together, similar to their previous cooperation on the Rogun dam project,
and improve their agricultural and irrigation techniques for efficiencies, the region could flourish

into an energy powerhouse.
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Figure 1: This map illustrates water allocation in Central Asia. The green highlights the irrigated fields, while the
darker grey is the mountainous region above 200 feet. The red shows the runoff in canals. The different ribbons of blue
represent relative quantities of water. (Source: UNEP Environmental and Security in the AMU Darya Basin, 15)
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I. Introduction

Having a sufficient domestic water supply is crucial to the security and economic
stability of a nation and region as a whole. Unquestionably Central Asia illustrates this fact. In
this region, demand for water has outpaced its availability. With only two major rivers, the Syr
Darya and the Amu Darya, this is not surprising. The regional supply is diminished by
agriculture needs, hydroelectric needs, and the effects of climate change. The Syr Darya, which
originates in the mountains of Kyrgyzstan, flows through Uzbekistan and Kazakhstan before
arriving at the Aral Sea. The Amu Darya originates in the mountains of Tajikistan along the
border between Uzbekistan and Afghanistan, flows into Turkmenistan, but, due to heavy
withdrawals for agriculture, dries up before reaching the Aral Sea. Concern surrounding the
conditions of these rivers poses regional economic and security dilemmas between upstream and
downstream countries over which country should get access to the water and control of the water
ways. The competition comes down to whether water should be used for irrigation or hydro-
electricity. Destabilization of this key region could promote terrorism as the states shift towards
a more conflict driven diplomacy that could lead to all out war. Water issues will be one of the
deciding factors that determine modernization, growth, and long-term international stability in

the region of Central Asia.

I1. Background—Soviet Disintegration

Central Asia’s water problems stem from the break-up of the Soviet Union. When the
Central Asian Republics were all under Moscow’s control they got along quite amiably. The
upstream countries, of Kyrgyzstan and Tajikistan, provided water to the downstream countries,
of Kazakhstan, Turkmenistan and Uzbekistan, which returned the favor with artificially
cheapened prices on agricultural products, natural gas and oil.*° The water that was sent
downstream, in return for food and energy, was primarily used for agriculture. In fact, it was the
presence of large water reserves in the mountainous region of the upstream countries and the
available land in the plains that was one of the main factors that prompted the development of
large-scale irrigated agriculture in the region.** The Soviet Union also saw the region as an area
that could produce hydroelectricity. It began the construction of water storage facilities, a large
number of reservoirs and associated hydropower facilities. The added bonus of this

hydroelectricity infrastructure was that it also served to regulate (or guarantee) the water flow for
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irrigation needs.*?? Of course after independence this seemingly perfect system collapsed as
Uzbekistan and Kazakhstan discovered they could sell the upstream countries energy at
international market prices, as opposed to artificially cheap prices. They did not anticipate that
this would change their water availability.**® However, increased electricity prices affected the
upstream countries and, as water was their main bargaining power, they began to treat it as a
“resource,” demanding that the downstream countries pay for its availability.*** Their once even
exchange became disrupted, raising the commaodity price of both electricity and water.
Unsurprisingly, the discrepancy between the various countries of Central Asia over the
value and distribution of water has created tensions that are not new to this complex and varied
region of the world. In regards to water, the leaders of the Central Asian countries continue with
their usual policy of bickering rather than cooperating.*”® Before completely condemning
Central Asia’s leadership it is important to note that there have been some multilateral
arraignments over water in Central Asia since the collapse of the Soviet Union. “In February
1992, the newly independent riparian countries of the Syr Darya basin set up the Inter-State
Commission for Water Coordination (ICWC). They agreed to keep the water allocation
principles of the former USSR in place until a new system could be established, albeit without
the funding for the infrastructure that had formerly come from Moscow.”*?® The treaty left 81%
of the water to the downstream countries as the “water quotas were established when the whole
system was operating in ‘irrigation mode.”**" This provided a short-term solution but did not
fix the more systemic problems related to water distribution. The simple fact is that without the
funding from Moscow, this plan was doomed from the start, especially since the most vital
hydraulic structures, specifically the biggest reservoirs in the basin (including the Toktogul),
were not put under the control of the ICWC. This de facto nationalized them for the individual
riparian countries.*® As soon as the reservoirs and dams were nationalized, working together as
a group of states became rather moot. Still, the countries attempted to cooperate. They
strengthened the treaties in 1998 with a trilateral treaty between Kyrgyzstan, Uzbekistan and
Kazakhstan (Tajikistan joined in 1999), which allocated certain amounts of water to the
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downstream countries during certain periods of time.”™™ While this seemed like an excellent

arraignment, the 1998 trilateral water agreement between Kyrgyzstan, Kazakhstan and
Uzbekistan unfortunately failed to solve the pressing problems the three nations face over water
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scarcity™ and the treaty is hardly effective today. This makes it vital that the countries re-

93



evaluate the water quota agreements they previously made, establish new ones, and then actually
abide by these agreements.

The Soviet Union’s sudden disintegration turned an intrastate water basin into an
international water basin overnight.**! The basin of the Syr Darya river is more than just a water
way and its water—energy—food nexus is viewed by the riparian countries in terms national
security.**? This stems in part because the Syr Darya river system is arguably less hegemonic
than the Nile or the Tigris/Euphrates water systems and thus potentially more unstable
politically. In the Syr Darya system the dominant economic and military powers (Uzbekistan
and Kazakhstan), which also face the most severe water security risks, are located downstream;
whereas the upstream country, in this case Kyrgyzstan, is in almost total physical control of the
catchment’s runoff.**

The failure of the Soviet-era system has led to unsustainable irrigation practices,
artificially drawn borders, and environmental degradation. These “have accentuated the link
between water and security, sharpening the regional hydro politics and increasing the chance of

severe conflict in the coming years.”***

This, coupled with China’s rise and hunger for water,
energy, land, and raw materials, is shaping the new Great Game—the geopolitical struggle,
between large world powers and small regional actors, that has engulfed the region.**® The US
needs to care about this because a destabilized region would hinder energy trade, encourage
other powers like China and Russia to hegemonize the region, and open up large uncontrolled
areas that could be used by terrorists and extremists to establish bases of operations and cause
more destabilization. The US is largely behind many of the other players in the great game. The
European Union has already acknowledged that water is one of the greatest concerns in the
Central Asia region and is the problem that creates many of the other issues that the region is
facing, such as energy security and environmental issues.**® Both the EU and China are
interested in helping resolve the Central Asian water crisis in order to increase stability. China is
working on improving agriculture techniques while the EU is working on improving water
management.**” Of course, even as China offers Central Asia assistance, there is still hope and
opportunity for the US to impact the region. The Shanghai Cooperation Organization, China’s
pet project in the region, perpetuates the status quo and is not adjusting to the changing situation.
It is postponing the water crisis in Central Asia rather than dealing with it.**® This leaves Central

Asia vulnerable to inaction and exploitation.
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Stability Issues

The availability of water impacts political and economic stability. Its importance as a
resource cannot be understated as water is closely tied to food, energy, and climate change. This
connection has taken it beyond just an economic issue to a security concern as well.*** Central
Asia is one of the regions at the center of a global water security challenge “at a time when water
is poised to outstrip oil as the world’s scarcest vital resource.” In a sense, the continent of Asia
as a whole faces a water crisis that directly affects regional peace and stability along with the
region’s continued growth in agriculture, industry, and services.**® The shortages of water
threaten to intensify intrastate and interstate tensions in Asia along with intensifying the
increasing threats of food insecurity, hindering rapid economic growth, promoting
unemployment, and triggering large-scale migrations within and across the regions international
borders**!. The gravity of these afore mentioned issues cannot be understated as water issues
could ultimately culminate in a horribly destabilizing war.

One of the most obvious ways that stability is crippled by water security is through the
potential for “water wars.”**? “Water wars” refer to instances of conflict between two countries
or regions caused by an unfair distribution of water availability. For example one country may
control headwaters of rivers or have reservoirs/large sources of water within its territory. Its
ability to export water, treating it like a resource, gives it leverage over water-scarce countries.
Viewing water as a commodity in a region where it is not widely accessible creates an
environment where conflict may arise.*** However, recent statistical data on international river
basin conflict and cooperation suggest that, while international disputes over water scarcity are
quite common, so far none of these disputes has escalated into war.*** That being said, this is
expected to change as the population of the world grows and all resources become scarcer.**

For water availability, Central Asia as a region is in a critical position geographically and
politically as geographically there are few water sources in Central Asia. When the Soviet Union
fell twenty years ago, water distribution in Central Asia became a source of conflict.**® One of
the most prominent examples of this conflict emerged in 2010 from a dispute between
Kyrgyzstan and Kazakhstan. Kazakhstan was worried that the uprising and instability occurring
in Kyrgyzstan at the time might spread to Kazakhstan. In response to this fear, Kazakhstan
closed its border with Kyrgyzstan. The Kyrgyz retaliated by diverting the flow of the Talas

River, thereby eliminating a major source of water for irrigation use in Kazakhstan.*’ After the
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water was shut off Kazakhstan quickly relented and re-opened its border. This crisis illustrates
the considerable leverage that water rich countries in Central Asia have in political negotiations
and exemplifies the vulnerable position water-scarce states find themselves in. Due to the
geography of Central Asia, the potential for upstream countries to mandate political favors or
situations in return for access to water is a concerning possibility, elevating what would be a
humanitarian concern to a security threat.

Recently, a water conflict between Kyrgyzstan and Tajikistan and other Central Asia
nations has arisen in negotiations over building and upgrading existing dams. The upstream
countries of Kyrgyzstan and Tajikistan control the water that affects Turkmenistan, Uzbekistan
and Kazakhstan. The dams proposed by Kyrgyzstan and Tajikistan, such as the Rogun dam,
have sparked a water row between the countries of Central Asia. This issue of water security is
paramount for the downstream countries as they are highly dependent on using water for
irrigation which affects food security and foreign exchange. The system of reservoirs and
cascades on the Amu and Syr Darya rivers and their tributaries places most of the larger
reservoirs in the upstream countries. Downstream countries are almost solely reliant on trans-
boundary water sources with over 90% of Turkmenistan’s and Uzbekistan’s water supply
originating outside their borders.**® In response to the dam proposals, Uzbekistan has threatened
to retaliate for “diminished transboundary flows.”**" It is threats like these that pose the biggest

challenge for stability in the region.
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Figure 2: This map illustrates the agriculture and irrigation effects of the Amu Darya river basin. The orange
shaded areas are where environmental degradation is already happening, and the yellow areas indicate at risk
regions for dust storms. (Source: UNEP Environment and Security in the Amu Darya Basin, 38-39.)
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Agriculture

The division of water for energy vs. agricultural purposes is a major debate in Central
Asia at the moment. The simple solution would be to store water during the winter and release it
during the summer, which would allow crops to grow and electricity to be produced. The
problem is that electricity is most often used to heat homes during the cold winter months.**°
During the Soviet era, the downstream countries supplied the upstream countries with gas and
coal in the winter to allow them to generate power with other means besides hydro-electricity.***
“Today, at the center of the water tensions are the competing demands of large scale irrigated
farming in Uzbekistan, Turkmenistan, and Kazakhstan and the plans of upstream Tajikistan and
Kyrgyzstan to expand their hydropower-generating capacities.”*** These water goals by the
upstream countries are diametrically opposed to the downstream water demands and interests.
Kyrgyzstan has, since 1991, sought to hold onto water from spring to autumn and release this
water in the winter to spring months for hydropower production when its people’s demand for
electricity is highest due to the cold temperatures of the region. On the other hand, the
downstream countries of Uzbekistan and Kazakhstan, by far the largest consumers of irrigation
water in the Syr Darya basin, are interested in obtaining sufficient amounts of water during the
growing season from April to September so their cash crop, cotton, can grow.*** The excessive
consumption of water for agricultural purposes is the leading cause of Central Asia’s water
crisis.

Ultimately, “agriculture accounts for 92% of all water withdrawals in Central Asia™**,
Even more specifically and astonishing are the individual countries” withdrawals of water for
agriculture purposes versus domestic and industrial purposes. Kazakhstan is the least impacted
as it only uses 91% of water withdrawals on agriculture, compared to Tajikistan, which uses
95%, and both Uzbekistan and Kyrgyzstan, which use 96%. Most impressive is Turkmenistan,
which uses nearly 99% of water its expenditure for agriculture.*>® These are some shockingly
high numbers that really illustrate the problem. It is difficult to negotiate a treaty against such
high numbers. The upstream countries now have even more leverage in these negotiations,
which is necessary as they are much poorer and weaker in terms of power on a general level.
The fact that they control the life blood of another nation gives them power, and at the same

time, raises the stakes for the entire situation.
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One of the main issues in the Syr Darya basin stems from the coordination of the
management of the Naryn/Syr Darya cascade of reservoirs. These reservoirs are located entirely
in Kyrgyzstan. The handling of these reservoirs with regards to the trade-offs between
consumptive water use for downstream irrigation in summer and non-consumptive use for
upstream energy production in Kyrgyzstan’s winters is both noteworthy and problematic.456 The

problems of the Syr Darya are similar to that of the Amu Darya.

The most important issues which need to be addressed for management of the
regional water and energy system along the Amu Darya basin are: the volume and
timing of water release; regional and export energy market development; payment
of maintaining and operating infrastructure and water shed conditions benefiting
several users in the basin; major infrastructure shared by several countries;
projects with a transboundary impact.*>’

The country that needs these water negotiations to work the most is Uzbekistan, where a vast
majority of farmland is irrigated, specifically for cotton.**®

Like Uzbekistan, Kazakhstan also faces several inter-related water challenges. It is
primarily concerned with ensuring access to sufficient amounts of river water for irrigation in the
summer, and with controlled water flow in the winter months to avoid catastrophic flooding.
However, Kazakhstan does differ significantly from Uzbekistan in terms of water needs.
Uzbekistan is likely facing a rural population increase by 60% from 1991-2020, while
Kazakhstan faces no population pressure in the agricultural sector as its agricultural population is
expected to decline by approximately 16% over the next 10 years.”® Since Kazakhstan is not as
reliant on Kyrgyzstan’s water, it has paid for it with more regularity and has had much more

benign rhetoric where water is concerned.*®°

While Kazakhstan is not being squeezed by
Kyrgyzstan as much as Uzbekistan, it is still facing intense water stresses. The other culprit
affecting Kazakhstan is China, which is having a negative impact on Kazakhstan’s water supply.
Two other major water ways that go into Kazakhstan are the Ili and Irtyish rivers. Even though
Kazakhstan has a treaty with China over those waterways, China is stealing more than the
allocated amount from Kazakhstan’s water from the Ili and Irtyish.*" This further illustrates the
complexities of the problems of water in Central Asia. Agricultural needs are one of the main
culprits of this and in both river basins excessive irrigation projects by the downstream countries

place pressure on the water availability for all.
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Hydroelectricity Needs

Many of the problems around water usage in Central Asia stem from the need for
hydroelectric power from the upstream states, Kyrgyzstan and Tajikistan. “Even though
Kyrgyzstan and Tajikistan have attempted to become self-sufficient in energy, both countries
have continued to be unable to meet their winter peak demands.” With no alternative energy
resources, and very few other natural resources for bartering, the high potential for hydro-electric
power production is incredibly alluring. It therefore seems perfectly understandable that
Kyrgyzstan and Tajikistan hope to revive the former Soviet plans to construct further hydro-
electric power infrastructure. For Kyrgyzstan these are the Kambarata | and Il power stations,
which would be located on the Naryn tributary of the Syr Darya River. In Tajikistan, the Rogun
reservoir and the Sangtuda | and Il power stations would be located on the Vakhsh tributary in
the Amu Darya river basin.*®* Once again, the great game is being played in Central Asia.
Uzbekistan does not support Tajikistan or Kyrgyzstan in their bids to build more hydro-electric
dams. Yet Uzbekistan’s argument is weak by itself, so it has gone looking for support. Its main
efforts in finding support have been leveled at Kazahkstan. However, the only reason
Kazakhstan agreed to support Uzbekistan’s opposition was to receive Uzbekistan’s support for
Kazakhstan to host an Organization for Security and Co-operation in Europe (OSCE) summit in
2010.%* The geopolitical power politics further complicates a difficult scenario and additionally
illustrates the need for cooperation by the Central Asian states, not rivalry.

The need for more cooperation is even more abundantly clear with the Rogun reservoir
and dam project. One of the problems with this project lies in how big this reservoir and dam
should be. If Tajikistan constructs the Roghun reservoir to its largest possible capacity (Stage 3),
Tajikistan could have complete control over the Vakhsh, a main tributary to the Amu Darya,
thereby strengthening its hand in potential water treaty negotiations. This would put it in a
similar position to Kyrgyzstan with regards to disputes over water allocations, as Kyrgyzstan has
a similar amount of power in the Syr Darya basin. Of course it also means that the recurring
inequity of water allocation between Tajikistan, Uzbekistan, and Turkmenistan during periods of
water scarcity could be aggravated. However, if the constructing of the Rogun reservoir is put
on a more modest scale (to Stage 1 or Stage 2), there appears to be no such threat to the
downstream riparian states in terms of water scarcity or security. In fact, the resulting cascade

production would allow more water to be stored during the winter months, implying that more
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would be available for irrigation in the summer.*®*

While this is an ideal solution, it is just the
tip of the iceberg in terms of problems with the Rogun project.

Other problems include the environmental and social impacts that the dam would have.
The creation of the reservoir would displace some 63 villages and thus must be taken into
account.*®® Even assuming these other impacts are mitigating, there is still the one big danger
that dwarfs the rest. The proposed Rogun project has been started in a seismically volatile area
and it is believed to be on a fault.*®® If this cannot be handled properly then the dam could
become a time bomb waiting to cause massive destruction for the downstream countries if the
earth moves at the wrong time. One bright spot in this dreary look into the dangers of the Rogun
dam project is that there appears to be some cooperation and coordination with all of the riparian
states. The WB was asked by the Tajik government to do a study on the problems of the Rogun
project and it has begun that process. On top of that, just recently the five Central Asian states
met in Almaty for the third information-sharing and consultation meeting on the Assessment
Studies for the Rogun project.*®” By meeting at the table for the third time and planning future
conferences, the Central Asian states are indicating the gravity of this project and the desire for
everyone to leave a winner. The US must push such cooperation to occur more often in this
region of the world.

There is an added urgency when dealing with water issues in Central Asia because these
problems are already causing conflict and have the potential to cause an all out war. This is
especially worrisome for the US as it is readying a militarily withdrawal from the region. Since
the situation is already very precarious, this could have a worsening affect. As recently as of
September of 2012, “President Islam Karimov of Uzbekistan indicated that efforts by
Kyrgyzstan and Tajikistan to build hydroelectric power stations on rivers that flowed into
Uzbekistan and Kazakhstan could ‘spark war’.”**® Much of the conflict that exists today in the
region is because of the desire, and need, of the upstream countries of Kyrgyzstan and Tajikistan
to increase the hydro-electrical power supply. After the breakup of the Soviet Union,
Kirgizstan’s hydropower share of energy went up to 90% of total energy production.**® This
massive jump meant that Kyrgyzstan is now almost completely reliant on hydro-electricity to
keep people warm during the cold winter months. This of course leads to major tensions with
the downstream countries as they feel they are being forgotten by the upstream countries which

are only releasing water to power their hydroelectric dams.*”
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The construction of new hydroelectric dams in the upstream countries of Kyrgyzstan and
Tajikistan is the main threat to the previous state of affairs that had been “working” since
independence from the Soviet Union.*”* The general disinterest in changing the existing
conditions over the years has made this such a complex problem that is difficult to deal with
now.*? The status quo offers disillusioned stability and the system is not working.
Unfortunately it has also not yet failed entirely, which leaves an air of hope and possibility that
in reality does not exist. The status quo is most simply defined as the regions continuation of
functioning as if it was still part of one mega country, the Soviet Union. An example of one of
the problems that have stemmed from the split up of the Soviet Union is the fact that pumping
stations and reservoirs lie halfway in one country and halfway in another. For example the
Qarshi pumping cascade lay across the Turkmen-Uzbek border. These pumps are vitally
important to the region as they provide “drinking water for around 2 million people, 1 million
tons of cereals and .5 million tons of cotton”. Luckily this specific reservoir issue appears to be
under control as an agreement was reached over this issue by Turkmenistan and Uzbekistan.*"

Even if the situation is under control right now, it does not mean it will be fine tomorrow.
On the other side of the situation is a problem that has still not been solved, the Zarafshan Basin
conflict. The Zarafshan Basin lies in both Tajikistan and Uzbekistan, again a result of artificially
drawn borders. Tajikistan wants to construct hydropower plants in the basin, which worries
Uzbekistan as it depends on that basin for agriculture.*’* This sharing worked fine when the
countries were both part of the same nation; but they are not anymore and they do not even want
to be. This status quo of pretending to still be a part of the Soviet Union must come to an end,

and if it is not changed in some way, conflict will soon follow.

Climate Change

Of all of the problems that water security/scarcity has created in the region, none is more
alarming than the changes that are taking place on the earth as a whole due to climate change.
As tiresome and dangerous as the lack of water treaties, or new hydroelectric projects are in the
issue of stability in the region, control of these issues lies in the power of the states. With
climate change it is infinitely more complicated. The Syr Darya and the Amu Darya start as
glacial melts and expand into enormous rivers that provide the life blood to all of Central Asia.

As the temperature rises, ice changes to water and water evaporates. As those glaciers start
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disappearing at a growing rate, water scarcity becomes an increasing concern for Central Asia.

“The climate change trends suggests that glacial melts for the Syr Darya will increase during the

winter and spring months but fall off dramatically during summer, which is when it is most used

to grow cotton”.*”> The implication here is that the crisis that is already gripping the region of

Central Asia will get worse. As water becomes more and more scarce and the competition

between the upstream and downstream countries increases, the stakes as a whole will rise. If

Uzbekistan, Turkmenistan and Kazakhstan lose more of the water that they need for cotton, they

will become more and more desperate and apprehensive about any treaty changes that may

occur. This will also make them less willing to compromise over hydro-electric needs of the

upstream states of Kyrgyzstan and Tajikistan.
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Figure 3: This map best illustrates the complexities of the climate change impact in Central Asia. The blue shaded area is
the glacial melt to be aware of. The yellow shaded region signifies they are most susceptible to drought. (Source: UNEP

Environment and Security in the Amu Darya Basin, 29.)
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In Central Asia temperatures are projected to rise by around two to three degrees
centigrade over the next 50 years. Obviously such an increase in temperatures could have
significantly adverse consequences for the region. Unfortunately, some of these are happening
already. The main impact is again on glacial melt as, with a rise in temperatures, there is an
increased risk of glacier-lake formation and sudden outburst floods. This could lead to the

shrinking of glaciers in the mountains which would change the hydrology of climate-sensitive
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Figure 4: This graphic illustrates the changes that have already happened in the region, and illustrate the potential for
disaster. (Source: UNEP Environment and Security in the Amu Darya Basin, 32.)

river basins. This would also lead to changes in the ecosystem as a whole and could cause crop
failure and drought.*® It does not help that the region is very perceptible to drought and, thus,
any changes in the overall system could spell its doom.*”” As the temperatures rise, the problems
of Central Asia will only worsen.

Ultimately, climate change compounds every water related problem that the region of
Central Asia is already facing. As demand for water rises, due to population growth, greater
needs for agricultural purposes, and more hydropower use, the water supply is dwindling.*"®
While this is a long-term problem of the region, the area is in such a precarious position that
even the slightest of changes could destabilize the region and cause it to erupt in violence, an

event that would ultimately hurt all parties involved.
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I11. Policy Considerations

All of these numerous problems paint a picture of a region in dire need of help. Central
Asia has great potential but it must overcome these water issues first. Unfortunately, all of these
issues are extremely complex and do not offer easy, apparent solutions. However, there is
opportunity to still make a difference. The focus must be on the agriculture sector as that needs
help regardless of whether the dams get built. As most of the problems stem from an outdated
Soviet system, that is where the focus should be on. For example the current irrigation systems
are in need of renovation and are a cause of water loss and inefficiency.*”® Improving the
irrigation system is the best way to start mitigating the affects of water scarcity. Central Asian
states need to upgrade their current irrigation systems to a drip-feed irrigation system.**°
Additionally, some potential irrigation improvements could include “lining canals and ditches
with concrete or newer synthetic materials,” as well as, “repairing or replacing Soviet-era
equipment.”*® However, these changes will not be made any time soon without the assistance

of some form of direct foreign investment, perhaps from the US.

IV. Conclusion

Water is a major concern and limiting factor for Central Asia’s future development as
water scarcity threatens the stability of the entire region. Negotiations over water is heightening
tension between the Central Asian states and raising the possibility of military confrontations.
The main problems stem from the old Soviet system that the region inherited after the behemoth
broke up in 1991. This system encouraged cooperation between the five republics but now, as
they are no longer forced to work together, the countries have differing agendas. The upstream
nations of Kyrgyzstan and Tajikistan need to store water using their massive hydroelectric dams
during the summer months to be released for adequate electricity production during the winter
months in order to keep their people warm. The problem is that the downstream countries of
Kazakhstan, Turkmenistan and Uzbekistan need water to be released during the summer months
to supply their farmers with the water that they need to grow their water-intensive crops, such as
cotton. This crisis is compounded by climate change that is affecting the glacial melt that
supplies the two main water ways of the region, the Syr Darya and Amu Darya. With an
insufficient water supply, the countries of Central Asia will struggle to support their growing

populations and economies and will continue to fall short of their potential. 1t will only be
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through increased cooperation and extensive public works aimed at improving water efficiency
that this crisis will start to be averted. Ultimately, water is a key building block to life and

prosperity in Central Asia.
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Part 11

Economics

Energy is an ever-present factor in the discussions on the economic position of the
Greater Central Asian states of the Caspian region. However, the dominance of oil and natural
gas in the region could ultimately hinder its long-term viability. Agriculture, industry, and
information technology all have great potential but lack liberal economic reforms. Intra-regional
trade and transport stagnates in a fractured state without unified policies. Wind, solar, and
geothermal sources that could greatly improve power generation remain largely untapped.
Meanwhile, the US withdrawal from Afghanistan in 2014 raises questions about the role of the
Caspian states in integrating the country into the Greater Central Asian community. In
overcoming the obstacles and challenges ahead, diversification and liberalization will be
essential in the Caspian states and Afghanistan. The US can serve as a pivotal ally in helping

them unite and helping to solidify the Greater Central Asian region’s economy.
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Chapter Seven

Economic Diversification

Economic Stability in Central Asia

Richard (Dusty) Wight
Abstract

Azerbaijan, Kazakhstan, and Turkmenistan rely heavily on their oil and natural gas
resources for economic growth. As global energy demand steadily increases, these Central Asian
economies have experienced impressive growth, but their reliance on natural resources is
unsustainable. Policies geared towards economic liberalization have been considered in all three
countries, but implementation of these reforms has been slow and reforms lack realistic goals.
Azerbaijan, Kazakhstan, and Turkmenistan hold potential for diversification in their agricultural,
industrial, petrochemicals, textiles, and information technology sectors. For economic
diversification to occur, Azerbaijan, Kazakhstan, and Turkmenistan must increase human capital,
encourage greater foreign direct investment, support small and medium range enterprises, and
adopt more liberal economic reforms. Many of these goals can be achieved with support from the

US and international institutions.
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I. Introduction

Economic Diversification in Central Asia is important to the region’s oil and natural gas
industries, in order to provide greater global energy security. The US’ interest in developing the
region depends upon these natural resources as they serve as an alternative to the Organization of
the Petroleum Exporting Countries (OPEC) and Russian supply. International interests and
investments into oil and natural gas development have led Azerbaijan, Kazakhstan, and
Turkmenistan to rely disproportionately on these-sectors of their economy for prosperity, growth,
and development. Turkmenistan generates nearly 50% of its economic output from its oil and
natural gas sectors.*® In light of the global economic crisis in 2008, which caused a decrease in
economic growth, and the volatile nature of global oil prices, it is important to recognize that
Azerbaijan, Kazakhstan, and Turkmenistan cannot rely solely on their energy sectors for
sustainable and long-term development. They must instead diversify their economies for the
purpose of becoming more resistant to global recessions and market fluctuations. If global oil
and natural gas prices were to drastically fall, the effects on these economies would be
devastating and likely destabilizing. Such economic destabilization could have far reaching
consequences. These would include ripple effects, particularly in Afghanistan, whose fragile
economy would suffer considerably, but also in global energy markets due to the potential loss or
reduction of non-OPEC oil and gas supply.

Economic diversification amongst sectors such as agriculture, industry, textile
production, and services would effectively decrease the percentage of economic output that the
energy sector has and thus render the economies of these states more flexible and adaptable to
varied conditions. For Azerbaijan, Kazakhstan, and Turkmenistan, diversification can come
through attracting foreign investors in areas of the economy apart from natural resources,
increasing emphasis on human capital, improving access to and support for small and medium
range enterprises, and through creating a more open and liberalized economy. Azerbaijan,
Kazakhstan, and Turkmenistan have taken steps towards reaching these diversification goals.
Each country emphasizes the development of non-oil and non-natural gas sectors as important to
future economic stability, but they have been slow to support the actual development of other
sectors.

Azerbaijan, Kazakhstan and Turkmenistan have each established foundations that could

lead to greater economic diversification, but each may also require further support from the
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international community. For example, Azerbaijan, Kazakhstan, and Turkmenistan already have
a formal education system that attempts to ensure literacy for all adults. Yet each country
struggles to support institutions of higher learning that allow graduates of secondary and post-
secondary levels of education to contribute to key national industries. The US could help by
encouraging educational exchanges of youth in these countries, while still ensuring the return of
their human capital to their home country. Given these roles, economic diversification is
attainable. Nakyat Bashimov, the ex-ambassador of Kyrgyzstan to India stated, “I want to
believe that Kazakhstan can gradually transform its political system and wisely use its oil
revenues for the development of non-oil sectors of the economy.”*®* With assistance from the

US, Bashimov’s hopes could in time become a reality.

II. Azerbaijan

Although Azerbaijan’s economic dependence on oil has decreased from 2006 to 2009,
moving from 62% of GDP to 37% of GDP respectively, levels have begun to rise again, raising
oil rents up 42% in 2011.%** The reduction in oil rents in 2009 can be correlated with the
economic crisis that began in 2008. However, the increase in oil rents in 2011 signifies
Azerbaijan’s return to economic reliance on the energy sector. The effect, seen in the form of a
reduction of oil as a percentage in GDP in 2009, was not due to diversification, but instead
related to the volatility of an economy dependent upon the highly fluctuating markets of natural
resources.*® The return of oil’s centrality to the national economy is reinforced by the response
of leaders who were angered by the fall in 2012 oil production below forecasted levels.

Azerbaijan’s economy, being primarily reliant upon its oil industry, has not seen
substantial growth over the last three years. In 2011 Azerbaijan’s GDP was US$63.4 billion with
a growth rate of 1% that slowed to about 0.2% by the end of the year.*®® This leaves Azerbaijan
significantly behind developed countries, such as the US, in terms of GDP. Azerbaijan’s GDP is
represented as follows: agriculture 5.5%, industry 62.1%, and services 32.4%. Both the industrial
and services sectors are heavily dominated by the energy industry*®’
of GDP were 42%."%®

One aspect relating to diversification is economic freedom, or liberalization. According

, as oil rents as a percentage

to the 2013 Index of Economic Freedom, Azerbaijan ranks 88" in the world’s mostly unfree

category.*®® Yet poverty has been greatly reduced in Azerbaijan, from 49.6% of the population in
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2001 to 15.8% of the population in 2008.° This reduction in poverty does imply that citizens
have greater access to income, and further economic freedoms. Privatization of the agriculture
sector has been achieved, and there has been significant encouragement for small and medium
private companies. However, HDI in Azerbaijan is still low, at 0.731 and ranking 76 out of the
187 countries. Slightly below Europe’s regional average, Azerbaijan’s numbers are brought
down by income inequalities.*** Some of these inequalities could be alleviated through greater
opportunity for citizens in a more diversified economy. As most income generation is
concentrated around its energy sector, Azerbaijan has other options for expanding its
economy.*%?

Economic reforms in Azerbaijan have attempted to address the lack of diversification.
Beginning in the early 1990’s, Azerbaijan began moving from a command economy under
Soviet control to a more open economy with greater competition and more private sector
involvement. Recently, Azerbaijan has adopted more open economic policies. One of these
policies allows companies to invest in Azerbaijan through a green field project, a project that

does not require any prior development and is not constrained.**

Moreover, Azerbaijan has
continued to de-nationalize state-owned enterprises. This has led to a rapid expansion of the
private sector accounting for nearly 85% of the country’s GDP, and employing nearly 70% of the
workforce in Azerbaijan.*** However, the majority of the energy sector is still under government
control. At this time Azerbaijan is also partaking in a second wave of privatization focused on
medium and large-scale enterprises in specific sectors. These sectors include transport,
communication, and chemical engineering.“®> As Azerbaijan begins to expand the privatization
of medium and large-scale businesses, it is also attempting to ease the difficulty with which
small businesses can be established. One example of these efforts is the creation of “one-stop
shops,” which are institutions that can provide citizens with easy access to government
resources.*®® This easy access allows Azerbaijan to cut down on the cost of paperwork, while
also decreasing the time it takes for citizens to set up new businesses. Many of these market
reforms have served to smooth over some areas of the economy, fostering greater efficiency.*®’
Azerbaijan has also taken more direct steps to ensure economic diversification. In 2006,
President Ilham Aliyev issued a decree promoting investment activity. A section of this decree
included the arrangements to establish the Azerbaijan Investment Company (AIC). The AIC

seeks to expand the economy by focusing on investment in non-oil sectors of the economy.**®

111



Part of the AIC’s duties include partnering with foreign and domestic investors to provide easy
investment transitions, additional financial support, and greater insurance through more
comprehensive exit strategies.*® Another strategy that Azerbaijan is pursuing in order to foster
development is to focus in developing individual regions. Azerbaijan has divided the country
into 10 separate sections in order to pinpoint which non-oil sectors may be worth the investment,
while focusing publicity to expand these markets on the participation of local citizens and
investors.>® Azerbaijan has also used its state oil fund to finance youth study abroad programs as
a means for improving human capital.*® These steps highlight initiatives to creating a more
diverse economy through enhanced human capital development, encouraging foreign investment,
and gradually liberalizing its economy.

While these actions have shown some success and demonstrate Azerbaijan’s commitment
to long-term sustainable growth, there is still much that can be done. Azerbaijan has relatively
low rates of attendance for pre-school and higher education, and institutions such as the WB
have questioned the quality of education.*®? Additionally, FDI has not grown and, as seen from
Azerbaijan’s “Doing Business” rank, 67th out of the 185 countries ranked in 2013, Azerbaijan
needs to place greater emphasis on attracting foreign investment.>® Efforts to liberalize its
economy, through greater support for small and medium range enterprises (SME), have not been
large enough to stimulate greater stability of a private sector outside of energy. A liberalized
economy, including the support of the SME’s is already offered via WB financial report and

could be bolstered by U.S. engagement.®®

II1. Kazakhstan

Kazakhstan’s oil rents have remained fairly constant since 2006, fluctuating between 20-
28% of GDP, witnessing only a slight dip during the global financial crisis. Kazakhstan has not
put forth great efforts to diversify the economy, which can be seen from the constant GDP share
that oil rents inhabits at around 20-25%.°% As development of the oil sector continues, it would
be wise to develop other non-oil sectors in order to maintain, or preferably, decrease oil rents
from 20-25% of GDP.

Economic diversification is even more important in Kazakhstan because of its reliance on
the oil sector. In 2011 their GDP was 188 billion USD. The 7.5% growth rate since 2011 is

directly tied to the price of oil and displays the energy markets vulnerability to oil volatility.>®
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The country’s GDP is divided primarily between: agriculture 5.2%, Industry 37.9%, and services
56.9%. Compared to Azerbaijan a greater share of economic output is found in the service sector.
However, many of these positions are again related to energy®®’ and about 22% of Kazakhstan’s
GDP in 2010 was in oil rents.”® Kazakhstan’s placement at 68th in the 2013 Index of Economic
Freedom places it in the moderately free category and suggests a need a greater commitment to
liberalization.>® Economic diversification could help to reduce income inequality, which factors
in to Kazakhstan’s fall in HDI to 0.745. Although higher than Azerbaijan this figure is still below
the regional average of Europe.® Indicators such as HDI and poverty reduction are important
because they will improve as Kazakhstan continues its efforts to diversify its economy. Including
a greater number of its citizens in its economy will result in greater competition of varying
markets and stability. Kazakhstan also places as an upper middle-income country by HDI.
However, it lacks a strong middle class and a wide range of economic opportunity. Kazakhstan
therefore has room to grow and diversify by investing in their citizens.”*

Kazakhstan’s reforms have been slow, and in some instances regressive. However, desire
to move away from the command and control structure that was implemented during the Soviet
era has encouraged Kazakhstan to continue attempts toward revitalizing its economy. Growth in
Kazakhstan is difficult to sustain outside of the energy sector. The government has implemented
policies concerning greater economic liberalization in an effort to allow greater privatization,>*?
yet much of Kazakhstan’s construction, mining, and energy sectors remain state owned.>*?
Kazakhstan has also made greater efforts to support small and medium ranged enterprises
through establishing an institutional framework containing agencies best equipped to assist small
and medium enterprises with policy implementation.>**

Kazakhstan began working with foreign companies such as British Petroleum (BP) and
Eni as early as 1993.%° These companies helped develop the infrastructure to tap into some of
Kazakhstan’s vital oil reserves and to transport these reserves to world markets. However, some
of these companies have scaled down their investment due to difficulties working with
Kazakhstan’s policies. One example can be seen in the development of the Kashagan
consortium. Kazakhstan began working with the consortium, which included foreign oil
companies BP, Eni, and Shell, to develop the Kashagan field.>'® The original estimated cost of
the fields development was US$27 billion, but that estimate was later increased to US$60 billion

USD. The government then postponed the project because of environmental violations on the
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part of the foreign investors.”’ Although it was a recognizably financially responsible move on
the part of Kazakhstan to ensure the success of the project without harming the environment, this
worried potential investors interested in the region. Fear of monetary commitment with
unsubstantiated results discouraged investors from working with the Kazak government.
Furthermore, in 2007, president Nazarbayev signed legislation allowing the government of
Kazakhstan to adjust or annul any contract deemed a threat to national security. Although this
legislation has not led to any such annulments, it was viewed as an instance of resource
nationalism and caused Kazakhstan’s foreign investment to fall.>*® Although these incidents were
purely focused on the oil sector, the number of investors interested in non-oil sectors investments
also declined as confidence in investment returns for all sectors dropped. There are also heavy
restrictions on the hiring of expatriate staff, meaning that investing companies may have great
difficulty placing employees in Kazakhstan with the technical knowledge to train Kazaks.**®
These difficulties with foreign investors prove that although Kazakhstan has successfully
reformed its investment policies there still remain flaws and discrepancies that must be worked
out before investors take greater risks in non-oil sectors of the economy.

Aside from difficulties in market reform for FDI, Kazakhstan’s investment in human
capital is not substantial. Many pupils do not get a chance to move on to the university level,
which inhibits their ability to gain career applicable skills. Students who do not pass the test
required to get into the major universities in Kazakhstan are unable to take equivalent exams for
European or OECD colleges. This lack of preparation for higher education greatly reduces the
country’s competitiveness.’* Teaching English may be required to successfully increase human
capital in Kazakhstan as English is commonly used in the international community for business
and trade.** Teaching English could be fostered by the US through programs similar to the
English teaching program facilitated by the Peace Corps. Thus far, Kazakhstan’s efforts to
increase their human capital have lacked the vigor that is required for greater economic

diversification.

IV. Turkmenistan

Turkmenistan’s dependence on the energy sector experienced a deep decline from 30% of
GDP in 2006 to 16% in 2009, only recovering slightly to 19% in 2010.°?? This experience

illustrates the importance of economic diversification because of the instability of global market
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prices. However, Turkmenistan, unlike Azerbaijan and Kazakhstan, has a favorable amount of
natural gas yet to be tapped. In 2010, Turkmenistan received rents of up to 24% of GDP from its
natural gas extraction and export industry.®?® China, along with other private and national
investors, has taken an interest in the area and is investing in critical infrastructure that would
allow for greater extraction and export capabilities of Turkmenistan’s natural gas.
Turkmenistan’s growing natural gas industry is deepening its dependence on the energy sector

%24 1t is in Turkmenistan’s interest to bolster areas of its

for economic growth and stabilization.
economy outside of the natural gas sector, in order to prevent massive shocks such as those seen
from 2006 to 2009.

Economic diversification is very relevant for Turkmenistan as its GDP was a low
US$28.06 billion in 2011 by WB Estimate. Although harnessing a smaller GDP than either
Kazakhstan or Azerbaijan, Turkmenistan boasts an impressive growth rate of 9.9%.>% Still, with
a relatively small GDP, expanding to non-natural gas sectors of the economy could result in
double-digit growth rates. Turkmenistan’s economy is most commonly measured in three
separate sectors, which are: agriculture 7.9%, industry 24.5%, and 67.6% services.’*® Although
the latter two categories make up the largest percentage of GDP, the agricultural sector
employees nearly half of the population at 48.2%.%*" Additionally, although the service sectors
are growing, many of these new jobs are being created by the oil and natural gas development in
Turkmenistan,®?® increased by the relative rise in oil rents from 20% in 2011 and natural gas
rents were 24%.°% Poverty in Turkmenistan is claimed to be at 20% with warnings from WB

k530 Furthermore, Turkmenistan’s rank in the 2013 Index of

officials of a greater poverty ris
Economic Freedom is 169, placing it in the repressed category.>*! This lack of freedom is further
noted in Turkmenistan’s HDI rank of 0.686 placing it well below the regional average, and gives
it a rank of 102 out of 187 countries.**? With both a poor rating in economic freedom and high
poverty statistics it is clear that Turkmenistan suffers from a general lack of liberalization,
preventing its citizens from prospering and diversifying the economy. Additionally
Turkmenistan’s lack of transparency to international institutions should be remedied before
economic diversification can be attained.

Following the change in Turkmenistan’s government from President Niyazov to

Berdimuhamedov in 2006 were a number of economic reforms intended to foster greater

economic diversification and development. Turkmenistan’s government intended to foster
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private sector development, with an ultimate goal of increasing the size of non-oil sector GDP to
70% by 2020.°* The government of Turkmenistan, under Berdimuhamedov, unified the national
exchange under a single currency in 2009, allowing for greater ease of economic transactions
domestically.>** The government also introduced a new foreign investment law in 2009 that
established a framework for investors, and slightly liberalized the closed economy of
Turkmenistan.>*® Furthermore, the ban on international banking operations of commercial banks
was lifted so that competitive banking practices could be realized.** The commitment to greater
economic development displayed by the government through these reforms is a promising start
towards more stable economic diversification. Although lagging behind policies similarly found
in Azerbaijan and Kazakhstan, the successes of Azerbaijan and Kazakhstan may prove as proof
that these economic reforms will also be successful in Turkmenistan.

However, despite these listed reforms, the government of Turkmenistan has done little in
the way of actually implementing the reforms established through these legislative decisions,
continues to favor the industries of a few “friendly”” countries, and emphasizes the state owned
banks.>*” These flaws emphasize the seemingly more open, yet still relatively closed nature of
Turkmenistan’s economy. The US may be able to entice Turkmenistan to become more open
through dialogue and the use of agreements such as bilateral investment treaties, which at this
time the US does not have with Turkmenistan. Perhaps it would be in US interests to establish
one in order to foster FDI from US based corporations, while simultaneously incentivizing the
government of Turkmenistan to expand regional and global partnerships.

V. Policy Considerations

In order to foster the greatest potential for stability through economic diversification the
US should focus on four overall areas. These area’s include, fostering human development,
encouraging greater Foreign Direct Investment, increased access to financing for small and
medium ranged enterprises, and economic liberalization.

Policy considerations involving human capital may vary between Azerbaijan,
Kazakhstan, and Turkmenistan. An important focus in Azerbaijan should be in providing
bilateral teaching partnerships in information technologies, as Azerbaijan is currently working to
become a regional hub in this industry. In Kazakhstan, it may be in the US interest to use

institutions, such as the Peace Corps, to assist in the teaching of English so that future graduates
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will be more equipped to help Kazakhstan integrate into a world community. Stimulating a rise
in human capital in all three countries might be done via emphasis on university exchanges to the
US, with the guarantee that students who are taught in the US will return to work in their country
of origin. This guarantee could be enforced via bi-lateral legal cooperation between the US and
the countries of Azerbaijan, Kazakhstan, and Turkmenistan. These bi-lateral partnerships would
help to increase the amount of human capital in these three countries, providing a wider base of
knowledge for expansion into newer economic territory.

In order for the US to encourage Foreign Investment, it may be most beneficial to work
more closely with the WB as it attempts to partner with the governing bodies of each country to
enact more liberal economic policies. Through these reforms, investors will find outlets into
newly developing sectors of Azerbaijan, Kazakhstan, and Turkmenistan’s economies, including
agriculture, information technology, and even petrochemicals. The US should focus on
cooperating with Azerbaijan, Kazakhstan, and Turkmenistan to develop economic agreements
that would ensure greater security for investors. More specifically, it would also be in the US
interest to establish a bilateral investment treaty with Turkmenistan, effectively giving US
companies a legal framework to pursue investments in Turkmenistan. At this time, foreign
investment is focused on the energy sector, but with greater reform and guarantees such as
bilateral investment treaties, it could encourage industrial expansion. Azerbaijan and
Kazakhstan®® both hold potential in the development of manufacturing and agriculture, >*°
whereas Turkmenistan has also been trying to break into the chemical and petrochemical
industry.>*

Increased Access to financing for SME’s can be influenced via the WB and IMF, but can
also be implemented on smaller scales through micro financing institutions. If the US seeks to
support WB investment into national banks under the condition that they provide greater
financing assistance to small and medium range enterprises in the region. Investment in SME’s
would greatly reduce the dependence on oil sector revenues, as the current system in these
countries does not provide for growth of SME’s. It is also important to recognize that micro
financing institutions can focus in greater detail on smaller sectors of the economy, thereby
providing more sustainable growth of small and medium range enterprises. Over time, this
support would show growth of non-oil sector enterprises, these enterprises would in turn help to

support the economy in times of natural resource price fluctuations.
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Finally, it is most difficult for the US to affect policy change in the realm of economic
liberalization. One method the US could use would involve supporting Azerbaijan and
Kazakhstan’s accession to the WTO. Should these countries achieve WTO status, they would
first need to provide believable economic reforms involving further opening of their economies
both domestically and internationally. Along with continued investment as outlined in FDI, the
economies would slowly continue to open over time to more of their citizens. Other potential
policy options concern those policy options already mentioned, if the US provides support to
SME, cooperates with Azerbaijan, Kazakhstan, and Turkmenistan to attract greater FDI, and
encourages the development of human capital, it will become more appealing for the
governments to liberalize the economy in these countries because liberalization would result in
larger economic gains. Although it may be a slow process, US guidance towards economic
liberalization will only speed up the diversification process and lead to ever more stable

gconomies.

VI. Conclusion

Azerbaijan, Kazakhstan, and Turkmenistan have remained very dependent upon their
natural resource sectors for economic growth and prosperity. This practice is unsustainable and
potentially dangerous to not only regional stability, but could have wide reaching effects on
world energy markets and could very negatively effect major energy importers such as the EU
and the US. Given the potential for disaster, it is important that the US increases support for
Azerbaijan, Kazakhstan, and Turkmenistan as they pursue greater efforts to diversify their
economies. Achieving the goal of diversification can begin with the strengthening of financial
support for small and medium enterprises, emphasizing human capital increases through
exchanges of students and information, economic agreements that call for sustained cooperation
between the US and Central Asian economies, and positive reinforcement to economic
liberalization. If the US can successfully retain these economic and political influences, it will
benefit the economies of Azerbaijan, Kazakhstan, and Turkmenistan in the form of even greater
emphasis on non-oil sectors. Building upon these non-oil sectors will ensure economic stability,
which will then translate to regional stability. As global energy demands continue to grow,
Central Asia is becoming an even more important source of oil and natural gas as it serves as a

good alternative to OPEC and Russia. Stability in this region is connected to global stability. The
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stability that would come from economic diversification would ensure the future of global
energy markets, the national security of the US, and would raise the Central Asian states to a

higher level of development that would benefit all of their citizens.
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Chapter Eight

Regional Trade Development

Su Min (Alana) Kim

Abstract

Azerbaijan, Kazakhstan, and Turkmenistan play a significant role in Greater Central Asia
mainly due to their large energy-exporting sector. In spite of their vast energy resources, the
regional trade development for Greater Central Asia has been stagnant. However, in order to
incorporate Afghanistan successfully into the regional trade network, as envisioned by the US in
its promotion of the “New Silk Road,” it is critical that Afghanistan’s neighboring countries
cooperate to unify the region for the benefit of all. In doing so, the US can help the Central Asia

establish strong regional relations and improved infrastructure.
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I. Introduction

Azerbaijan, Kazakhstan, and Turkmenistan are the main oil exporting countries in
Greater Central Asia. Though they continuously benefit from oil revenues, their trade relies
heavily on energy exports, and intra-regional trade is rather insignificant. Regional trade
agreements to build a beneficial trade network will be crucial to Central Asia’s long-term
economic success, especially in upcoming years as the US’ withdrawal from Afghanistan
approaches. As the world focuses on the region’s economic potential and its chance to make
progress via economic integration, Azerbaijan, Kazakhstan, and Turkmenistan should be
considered carefully. The US approach to the issue can benefit from an understanding of the
trade relationships that currently exist in Greater Central Asia, including those relations with

surrounding powers.

II. Overview of the Status of Trade

Azerbaijan

Since 2000, Azerbaijan has undergone significant economic growth due to oil exports.
Azerbaijan’s oil export revenues make up roughly 80% of its national exports. Domestic growth
in non-export sectors, such as construction, banking, and real estate, accompany the growth from
the export market.>* However, fluctuating world oil prices and the 2008 recession have heavily
influenced Azerbaijan’s overall trade and economic performance because its economy overly
depends on oil revenue.*** While it remains a strong oil exporter to Italy, France, and Germany,
as well as to the US and Turkey, Azerbaijan’s trade of other resources with the members of the
Commonwealth of Independent States (CIS)* has decreased in importance.>*® Even though
Azerbaijan’s overall trade turnover with CIS countries increased 1.5 fold between 2006 and
2010,> Azerbaijan’s trade with CIS countries only constituted approximately 15% of its overall
trade in 2011.>* However, in the same year EU countries made up 50% of Azerbaijan’s total
trade turnover.>*® This is because the steady increase in Azerbaijan’s oil exports to the EU
continually makes a larger contribution. Also, it continues to maintain some trade relations with
Russia and China through the importation of commodities such as machinery, equipment, and

vehicles.®*’ Azerbaijan, therefore, remains a strategic trading partner for many energy-importing

* Commonwealth of Independent States includes Azerbaijan, Armenia, Belarus, Kazakhstan, Kyrgyzstan, Moldova,
Russia, Tajikistan, Turkmenistan, Uzbekistan and Ukraine as of 2012.
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countries throughout the EU and its potential growth in other trading commaodities is
considerable.

Azerbaijan’s trade policies and conditions demonstrate some resistance to trade and
economic liberalization. The country has a Tariff Trade Restrictiveness Index (TRI) of 5.3%,
compared to the 4.4% average that is characteristic of Central Asian and Europe countries.>*
Azerbaijan ranked 62" out of 125 countries surveyed by the WB for economic restrictiveness,

with the 1% place country being the least restrictive.>*

In addition, Azerbaijan’s underdeveloped
trade facilitation ranked 89" place in the same set of countries.>®® These rankings indicate that

Azerbaijan has significant tariff and non-tariff trade barriers, which can limit its trade expansion.

Kazakhstan

Kazakhstan has one of the largest economies in Central Asia and is the primary exporter
of oil in the region.>® Its vast fossil fuel, mineral, and metal reserves have supported its
economic growth throughout the 2000s.%° In 2008, Kazakhstan suffered a short-term decrease in
trade due to the world economic crisis; however, it recovered quickly in 2010 when the world oil
price went back up.>>® Kazakhstan’s main trade partners are the EU, Russia, and China. In the
last decade, however, trade with Russia has decreased while the EU and China have become
increasingly important trade partners.>** This pattern is similar to the case of Azerbaijan where
oil dominates exports. While the EU and China seek foreign oil markets, Russia mainly imports
agricultural products. Kazakhstan’s agricultural sector is important because it is the only regional
exporter of grain.>> As a response to growing concerns over global food security, Kazakhstan
banned wheat exports for five months in 2008 in order to secure domestic consumption, alarming
neighboring Central Asian countries.>® Moreover, in its attempts to protect domestic industries,
Kazakhstan raised tariffs for import goods that are also domestically produced.>’ In other words,
instead of focusing on the oil revenue, Kazakhstan acted to instate trade policies to strengthen its
domestic economy and to establish its influence in regional and international trade.

In comparison with its neighbors in Greater Central Asia, Kazakhstan’s trade policies are
very liberal but the country shows weaknesses in trade facilitation. In 2010, Kazakhstan’s TRI
value recorded 2.1% and ranked 7" place among the WB’s survey of 125 countries,”®
demonstrating its liberalized trade policies. On the other hand, its trade facilitation was ranked

62" and seems to lack effective operation.>*® Kazakhstan’s trade outcome, which reflects the
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need for improvements to non-tariff trade barriers, also recorded low, at 88™, in the WB
survey.”® These rankings show that Kazakhstan still needs improvement in trade related policies,
despite having high levels of liberalization regionally. This has the potential to change in the
upcoming years. In 2010, to further its intra-regional trade relationships, Kazakhstan formed a
customs union with Russia and Belarus.*®* The common external tariff and elimination of trade
barriers between these three states®®* leaves the potential for reforms in Kazakhstan’s trade

policies and relations in the near future.

Turkmenistan

Trade patterns and economic conditions in Turkmenistan are similar to Azerbaijan and
Kazakhstan. A few of its key commaodities are natural gas, oil, and cotton. Wheat, its other main
crop, is only consumed domestically.*® In the last decade, trading commodities of Turkmenistan
remained largely the same but its trading relations have changed significantly. Similar to other
Central Asian countries, China gained a large percentage of Turkmenistan’s exports and Russia
decreased in importance.”®* What distinguishes Turkmenistan from its neighbors is its growing
relationship with nearby powers, Turkey and Iran. Iran is now Turkmenistan’s most important
trade partner®® though the largest increase in imports has occurred in China and Turkey.>®®
Meanwhile, the EU has decreased in its trade with Turkmenistan.*®’ Turkmenistan shows similar
changes in trade partners with the other two major regional oil exporters, Azerbaijan and
Kazakhstan.

Between 2002 and 2012, Turkmenistan’s proven natural gas reserves increased in order
of magnitude to over 24 billion cubic meters, placing it among the top four reserve-holders in the
world. Currently, it exports gas mainly to China on a bilateral basis. However, if the Trans-
Caspian pipeline to Baku is built, Turkmenistan will become an important supplier to many other
nations, including Turkey and the EU. As such, it would be a direct competitor with Russia.

It is difficult to assess Turkmen trade policies and the regime as a whole because much of
its recent statistics and data remain unpublished and in the control of government authorities.
The latest data on tariffs dates back to 2002 when Turkmenistan had relatively open trade

compared to the regional average at the time.>®®

The country’s unwillingness to openly share its
information obviously limits analysis of regional trade patterns and networks. Its geographical

location is also of importance with regard to any goal related to regional economic integration, as
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it shares borders with Iran and Afghanistan. Nuclear programs in Iran and upcoming US
withdrawal from Afghanistan show that Turkmenistan can be a strategic source of peace and

economic potential for the region.

China

China’s trade relations with Greater Central Asia largely involve oil, natural gas, and
mineral extraction. In the years between 2007 and 2010, Chinese exports to Central Asia’
averaged at more than US$7 billion leaving a Chinese trade surplus despite its large volume of
oil and natural gas imports.>®® Though the growth in trade volume between China and Central
Asia slowed down in recent years, it still remains a strong economic partner in the region.
Through the economic influences of the Shanghai Cooperation Organization (SCO) and Chinese
investment in infrastructure development that improves trade routes, China continues to maintain
its presence in regional development.>”® However, remaining problems in current infrastructure
and high tariffs pose a trade barrier that limits the potential for greater growth in their
relations.>” While Kazakhstan is the biggest recipient of Chinese Foreign Direct Investment
(FDI), China has focused on numerous countries in Greater Central Asia as targets to make
investments.>’? Through ongoing Chinese efforts to secure access to Central Asia’s energy
sources, China has arguably become the most important trade partner to Greater Central Asia.>”
Both in trade volume and investment, China demonstrates significant involvement in Greater

Central Asia, especially in Kazakhstan, threatening Russia’s economic influence in the region.

Russia

Russia and Kazakhstan are the key players in many regional organizational efforts to
build an effective trade network. Not only is Russia a part of the EurAsgC and the SCO, it also
shares political and social history with many Central Asian countries. The recent formation of
the ECU can have big impacts on Russia’s trade relations with not only Kazakhstan but the other
Central Asian neighbors. Easier access to Kazakhstan via economic common space under the
ECU can lead to improvement in trade routes. This geographical and economical

interdependence between Russia and Central Asian countries means that Russia’s accession to

® Central Asia in this data includes Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan.
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WTO in 2012 could influence similar decisions from Central Asian countries, which can alter

regional trade dynamics greatly.

European Union

The geographical distance between the EU and Central Asia hinders its involvement in
the region in sectors beyond energy.>”* The EU’s effort to reduce its reliance on oil trade with
Russia is turning Central Asia into a major alternative partner, especially Kazakhstan and
Turkmenistan.”” Some of the EU countries, Italy, France, and Germany, continue to be the key
importers of Azerbaijan and Kazakhstan’s oil.

The EU aims to help economic diversification in Central Asia and to strengthen regional
economic integration.>’® In addition, the EU hopes to encourage advancement in the WTO
application process in Kazakhstan and to persuade Turkmenistan to apply.>’” However, the EU
places greater emphasis on cooperation in making political and social changes in Central Asia

than it does on cooperation for trade purposes.

I11. Regional Economic Integration

Surround by the world’s main economic powers — China, Russia, and EU — Central Asia
has a high potential for growth and can serve as a political, economic, and social bridge between
Europe and Eastern Asia. The region has already served as a great market for Chinese investment
in recent years and a steady trading partner for the EU.

However, trade within Greater Central Asia has been limited. Central Asia is the only
part of Asia that experienced significant downfall in regional trade since 1995.°’® In other words,
despite the increase in trade between Central Asia and neighboring powers, Central Asian
countries trade less and less amongst themselves. This is interesting because over the last two
decades, since the independence of the former Soviet states, Central Asian countries have shown
persistent efforts towards finding an effective method for regional economic integration via
regional trade agreements.

In order to strengthen regional trade networks and relations, there have been many
regional trade agreements and regional economic organization since the 1990s. Nonetheless,
unorganized creation of bilateral and multilateral regional agreements of many Central Asian

countries led to the “Spaghetti bowl effect”.>”® The metaphor refers to the complex webs of
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regional groups that characterize Greater Central Asia. Yet, the numerous agreements signed
between the countries over the years have had little impact on overall trade network. The
Commonwealth of Independent States (CIS), the Eurasian Economic Community (EurAsEc),
and the Economic Cooperation Organization (ECO) are three main regional organizations that

emphasize regional trade cooperation as one of their goals.

Commonwealth of Independent States

The Commonwealth of Independent States, formed in 1991 after the fall of the former
Soviet Union (FSU), started with Russia, Ukraine, and Belarus as an intergovernmental
organization to promote regional cooperation in Central Asia.>®® Soon after its formation, nine
other newly independent post-Soviet countries joined to complete the organization. The original
function of the CIS was to facilitate regional cooperation to benefit members’ economies, foreign
relations, defense, immigration policies, environmental protection, and law enforcement.>®!

Through its regular meetings, the CIS developed a series of agreements regarding free
trade, military cooperation, and criminal control®®? in order to advance regional peace and
security. Despite its critical role in building a foundation for mutual efforts to further regional
development, the CIS often failed to fully implement its agreements due to its lack of
authoritative power®®® and the lack of trust between its members.*®* The CIS still exist and

functions as an international organization today, though it lacks significant influence.

Eurasian Economic Community and Eurasian Customs Union

The Eurasian Economic Community (EurAsEc; also known as EAEC), signed in 2000
by the heads of Belarus, Kazakhstan, Kyrgyzstan, Russia, and Tajikistan, was formed to establish
a free trade zone, a customs union, and a common economic space in the region.*® Kazakhstan
hoped this regional economic integration would help it achieve sustainable economic
development and successful modernization of its economy through use of its export sector and
geographic location.’® Close economic relations with Russia and Belarus can help Kazakhstan
obtain easier access to EU markets for market expansion. Kyrgyzstan and Tajikistan, on the other

587

hand, seek socio-economic development™’ through cooperation with their fast growing

neighbors. However, so far because the participating countries vary in their economic potentials
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and their current condition, it has been difficult to implement any significant changes for
growth.>®

After idle progress during the first decade after its formation, three of EurASEC members
— Russia, Kazakhstan, and Belarus — took the first major step towards cooperation by forming the
Eurasian Customs Union (ECU) in 2010. Formation of a customs union, unlike a regional trade
agreement, required a settlement of common external tariffs while removing trade/non-trade
barriers at the borders of the member states.® Placed into effect in 2011, this customs union was
notably successful.®®® The ECU has already reported a 32% increase in trade between the three
members by opening free trade among the union states.>* The common external tariff reflected
Russia’s relatively high pre-WTO tariff. As a result, it raised Kazakhstani tariffs significantly but
had little impact on Russian and Belarus tariffs.”*” The adjustments that these three countries
made in a relatively short period in order to carry out the first steps towards greater economic
integration is significant progress after long years of stagnation.

Another strength of the recent customs union that many previous attempts lacked is the
supranational authority, the Eurasian Economic Commission (EEC).>*® Previous organizations
often found it difficult to make progress because the heads of the states placed their national
interest before regional growth. The EEC, solely committed to the progression of the ECU and
the growth within the economic common space, is a critical step forward in regional integration.

Each of the members also has different interests at stake in the formation of the ECU.
Russia seeks recognition from the EU as a compatible partner for its influence and importance in
the region and to remain a dominant power against the rise of Chinese influence®**. However, the
EU°% and the U.S.% is concerned that the ECU is a political attempt to reunite FSU states and
more than a purely economic integration. The EU and the US see the ECU as a Russian-led
movement and worry that it may create an opposing political power to the EU that could be a
threat due to its geographic proximity. This could be detrimental to the humanitarian efforts that
the EU and the US have emphasized in Central Asia. However, Russia strongly disagrees and
stresses that the ECU seeks economic benefit via regional cooperation.®®’” Regardless, the
members of the ECU face challenges in earning legitimate recognition as an effective
organization from the West.

On the other hand, the formation of the ECU provides important motivation for Russia in

dealing with its Southern neighbors. By building a customs union with Kazakhstan and
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potentially Kyrgyzstan and Tajikistan in the near future, Russia can ensure its economic and
political influence in Central Asia despite Chinese influence. In recognition of China’s fast
growing dominance in its domestic economy, Kazakhstan sees Russia as safer partner to rely
on.”® Kazakhstan has been eager to foster greater regional economic cooperation in the past and
the formation of ECU is in line with these motivations and has had a positive impact on
development. Kazakhstan can be an attractive place for many small and medium Russian
enterprises to relocate to because it hosts a favorable business environment, such as lower
taxes.>*

Unlike previous attempts to bring countries in Greater Central Asia together, the ECU
achieved a solid foundation for further economic integration of the region. With the strength of
the Russian and Kazakhstani economies in the center of the customs union, the ECU holds
promising economic potential in further expanding into the EU and Asia Pacific if it can succeed

in adding Kyrgyzstan and Tajikistan to the union.

Economic Cooperation Organization

The only regional trade organization that Turkmenistan and Azerbaijan participate in is
the Economic Cooperation Organization (ECO). First established by Iran, Pakistan and Turkey in
1985, the ECO later accepted Afghanistan, Azerbaijan, Kazakhstan, Kyrgyzstan, Tajikistan,
Turkmenistan, and Uzbekistan.®® The ECO recognizes the critical challenges that the region
faces regarding limited infrastructure and the lack of an authoritative organization, which limits
meaningful usage of the region’s abundant natural resources.®®* The objectives of the
organization include, but are not limited to, sustainable socio-economic development and
building a competitive and integrated regional economy that can effectively work in the global
trade.®® The ECO’s annual economic report for 2009 indicated the inefficient regional trade and
the imbalance of trade volume.®® Turkey is the main contributor to the overall trade turnover and
Kazakhstan has the highest positive trade balance and high value of imports and exports.®%*
Azerbaijan and Turkmenistan act as oil exporters in the group, though their importance is less
significant than that of Kazakhstan. Besides Iran, Kazakhstan, Turkey, and Pakistan, other
members’ overall trade with each other is minimal. This pattern reaffirms the weak regional

trade network.
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Since 2002, during the Expert Group meeting of the ECO members, the member
countries have agreed on a series of measures to enhance more liberalized intra-regional trade
and to establish a free trade zone by 2015.%%° In 2003, a preferential trade agreement Economic
Cooperation Organization Trade Agreement (ECOTA) was signed to promise a 15% tariff
reduction within the next eight years.®® As of 2012, the ECO members are still developing a
single trade regime. However, the ECO continuously works on trade policies to further its

economic integration.

The World Trade Organization

The World Trade Organization (WTO) is a worldwide multilateral trade organization that
is relevant to Central Asian regional trade. The Greater Central Asian countries’ accessions to
the WTO are crucial to synergizing their growth in trade by gaining competitiveness in the

global market.®’

The necessary adjustments made in preparation to join the WTO can trigger
further liberalization in trade policy in order to meet WTO measures and foster economic
growth.®® Instead of forced unilateral trade liberalization, this can ensure a more natural
transition to the liberal system while gaining worldwide trade partners within the WTO network.
Currently, Kazakhstan and Azerbaijan are observers of the WTO and are in the accession
process. Turkmenistan, however, has not indicated its interest in joining the WTO. In terms of
general implications for trade, joining the WTO affects new members’ tariffs after the most-
favored nations (MFN) treatment comes into effect.®®

Since only a select few of the Central Asian states are proceeding with their accession to
the WTO, there is less impact than if the entire region joined. For example, Kyrgyzstan is the
only current member of the WTO, besides Russia, which completed its accession in 2012. The
benefits of WTO membership for Kyrgyzstan have been limited because of the lack of other
WTO members in the region. Thus joining the WTO did not help Kyrgyzstan’s trade with easily
accessible trading partners. By adding more WTO members in the region, the benefits of the
membership will be realized and this will attract even more Central Asian countries to join.
Effects of successful regional trade network in Central Asia

Different forms of regional trade agreements have increased in numbers since the 1990s
throughout the world.®*® Regional trade agreements vary in their goals and roles depending on

the participating countries and signing measures but they often have benefits that go beyond
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mere economic advantages. Under a strong organization with the right enforcement of regional
trade agreements, Greater Central Asia can greatly improve its economic situation.

First, trade agreements can help promote domestic economic reforms in countries in
order to achieve better functioning economies.®™ This is especially beneficial when less
liberalized countries sign agreements with economically freer countries. The former is required
to meet conditions and standards of the latter, which spreads economic liberalization.
Kazakhstan, among other Greater Central Asian countries, has a liberalized economy and trade
as demonstrated by the movement of Russian enterprises to Kazakhstan after the formation of
ECU. In addition, successfully involving Turkmenistan in a trade agreement can encourage
access to Turkmen trade data. This helps the study of regional trade and the decision making
process for regional policies.

The second advantage comes through increasing members’ interdependence in terms of
economic growth. This is especially important for Greater Central Asian countries because they
can overcome their small-scale economies and coordinate regionally to utilize different
countries’ resources to diversify the regional economy. The US has expressed hopes in
establishing a “New Silk Road,” that will improve overall connectivity in the region, including
Afghanistan.®*? This requires regional actors and world powers to cooperate and establish
liberalized and advanced set of political, economic, and social rules to build a strong foundation
for regional cooperation. Taking advantage of diverse resources from different parts of the
region, each country can diversify and strengthen its economy. This can also ensure peace
building and regional security by building trust and incentive for regional neighbors to remain
strong economically.

Thirdly, regional agreements have proven to help political reforms rise to encourage
positive governance such as transparency and accountability.®*® Central Asian political regimes
often face challenges in their efforts to liberalize trade policies because they lack transparency
and accountability. Much of their key commodity industries are controlled by the public sector.
Needed political reforms and economic reforms can be achieved through state’s participation in
multilateral organizations that operate under supranational entities.

In sum, successful regional trade agreements in Greater Central Asia can liberalize each
member’s economy, build regional cooperation that can ensure security and economic growth,

and lead to political reforms.
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IV. Considerations

As the US withdrawal from Afghanistan in 2014 approaches, a strong foundation for
regional economic cooperation that can welcome Afghan participation in regional trade is in the
US’ best interest. Azerbaijan, Kazakhstan, and Turkmenistan, the strongest economies in Greater
Central Asia, developed steady trading relationships with some of the most influential countries,
such as China, the EU, Russia, Iran, and Turkey. However, overall intra-regional trade is on
downfall and is, therefore, unable to fully take advantage of vast resources and the region’s

geographical location at the center of Eurasian continent.

Lack of strong regional leadership

Despite the several regional organizations that worked together to establish an efficient
trading network in Central Asia and the neighboring countries, conflicting interests and concerns
over the negotiation table limited effective decision on regional trade policies and their
enforcement. The main issue is absence of strong leadership that can realize where the region
stands in world trade and guide the member countries to agree upon sets of trade policies that can
help goods and capital flow between states.

The US may trust Kazakhstan’s on-going effort to foster economic cooperation with its
neighbors and its liberalized trade policies and could recognize the country as a regional leader.
By supporting Kazakhstan to encourage the rest of Central Asian countries and Azerbaijan, these
countries can discuss potential economic benefits more specific to them, without direct
involvement of China, Russia, or the EU. In order to fully support Kazakhstan to lead regional
cooperation in Greater Central Asia, the US will need to communicate with Kazakhstan to

discard any unnecessary concerns.

Inferior transport infrastructure

One of the most limiting non-tariff trade barriers in Greater Central Asia is inefficient and
expensive land transportation, which puts the countries in the region at a disadvantage because
all the countries are land-locked. Without further investment in proper transport infrastructure,
the regional trade will continue to suffer. Asian Development Bank (ADB)’s Central Asia
Regional Economic Cooperation Program (CAREC) aims to improve the regional transport

infrastructure by 2020.%** The US can actively participate in such effort by encouraging FDI or
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continuing to spread the “New Silk Road” vision for more parties to take interest and invest.
Building an accessible and efficient trade infrastructure will not only be a long-term benefit to
the region, it will also help Greater Central Asian countries reach beyond their immediate
neighbors. Moreover, the region will seize many economic opportunity by bridging the rest of

Asia and Europe in the center of this vast continent.

V. Conclusion

Since their independence from the FSU, the Greater Central Asian countries developed
different commodity trades without unified trade policies. As a result the broader region’s trade
potential has yet to be fully realized. Though many countries specialize in raw mineral export,
the varying trade conditions leave overall regional development out of balance. Among the
states, Azerbaijan, Kazakhstan, and Turkmenistan have enjoyed large amount of oil revenue as
the backbone of their overall economic growth, but lack diversification. Despite the benefits
from the trade, the regional economic problem lies in the lack of intra-regional trade and heavy
concentration on energy exports.

Previous attempts to organize regional economic cooperation, such as the CIS, have
failed and the ECO’s continuous effort to implement the trade agreement is still in progress.
However, the ECU has shown how a big step forward can bring increase in trade and the
region’s significance in the world. Formation of regional agreement can first initiate lower tariff
between Greater Central Asian countries, which can help the same process with other countries
in the world under organizations such as the WTO. These gradual steps can eventually lead to
more liberalized trade policies in the participating countries. In addition, Greater Central Asia
can seek to maintain regional security by growing economic dependence from implementation of
trade network that “New Silk Road” visions. Effective trade agreements even lead to domestic
political reform when the members come together and make appropriate adjustments to their
trade policies in place.

The US interest lies in building a regionally beneficial trade network in the region of
Greater Central Asia to include Afghanistan in a way that can benefit both the Afghan and the
regional economy. In doing so, the region is in need of strong leadership by one of the countries
in Greater Central Asia to initiate a trade agreement. However, this goal cannot be achieved

without essential improvements in infrastructure, trade liberalization, and regional negotiations.
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Chapter Nine

Foundations of Long-Term Sustainability

Renewable Energy in the Caspian Region
Miklés Csibrany

Abstract

Azerbaijan, Kazakhstan, and Turkmenistan currently rely on their vast reserves of oil,
coal, and natural gas for energy. Although these natural resources have yielded impressive
economic growth thus far, the outdated power generation technology, the need for imports
amidst regional pipeline disputes, and the carbon footprint created make this economic growth
unsustainable in the long run. Meanwhile the three states possess immense renewable energy
potential in wind, solar, and geothermal sources. However, the high development cost along with
a lack of institutional and political frameworks hinders their ability to explore the industry.
However, with diplomatic support, technical aid, and political partnerships from the US the
Caspian states could revitalize their energy security and reduce their reliance on natural
resources, ensuring the longevity of their economic growth and enabling a greater use of

hydrocarbons for exports.
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I. Introduction

With the dissolution of the Soviet Union in 1991, the newly independent states of
Azerbaijan, Kazakhstan, and Turkmenistan inherited vast deposits of oil, natural gas and coal.
By harnessing these rich natural resources for internal energy production and selling excess as
exports, the three states have enjoyed incredible economic growth over the last two decades.
Meanwhile the US and the international community appreciate them as new alternative suppliers
of valuable hydrocarbons. Unfortunately, despite their growth, the Caspian states continue to
employ outdated and unkempt Soviet-era plants that waste much of these resources. Current
disputes over regional oil and natural gas pipelines further restrict the distribution of natural
resources into the world market. As a result, the lack of technological efficiency and political
stability creates energy security concerns in these Caspian states, which undermines their
economic growth as they cannot accommodate the growing demand for power. Their inability to
efficiently distribute resources raises concern for the US and questions these states’ position as
reliable exporters. However, in the shadows of oil and natural gas reserves in the Caspian states
lie tremendous energy source potentials in wind, solar, and geothermal power because of ideal
climate conditions. While these renewable energy resources would resolve the power generation
inefficiency and regional dependence issue, the industry remains largely untapped due to
domestic legislative, institutional, and financial barriers. With US diplomatic support, technical
assistance, and political partnerships in the development of the renewable energy in Azerbaijan,
Kazakhstan, and Turkmenistan, the Caspian states could fuel their economic growth with a
revitalized and improved energy infrastructure that would simultaneously liberate their oil and

natural gas deposits for use in world markets.

I1. Energy Inefficiency in the Caspian States and its Consequences
Azerbaijan, Kazakhstan, and Turkmenistan became lucrative worldwide suppliers of oil
and natural gas in the 1990s after the Soviet Union dissolved. Although the export potential of
the hydrocarbons carries immense profitability, the resources are mainly used to provide power
domestically. Unfortunately the present infrastructures of the states do not support an effective
use of the natural resources for electricity production.
The Republic of Azerbaijan mainly utilizes its extensive natural gas deposits for power

generation and for re-injection into the Azeri-Chirag-Gunleshi oil field. Oil, natural gas, and coal
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together accounted for 81.58% of total power production in 2010, with hydroelectric power
supplementing another 18.42%.°™® Total electricity production in Azerbaijan amounted to 18.71
billion kilowatt hours (kWh) in 2010.%*° Currently 80% of the country’s generating power occurs
in the east, despite the 70% of power consumption located in the west.**” Therefore transmission
lines hundreds of kilometers long transport fuel to thermal power stations, which then distribute
power.®*® These transmission lines, however, date back to more than 30 years when they were
first installed under the Soviet Union. Since then the lines remained largely without maintenance
or improvements. The lines today cause considerable losses in electricity, which amounted to
20.47% of total output in 2010, leaving many areas of the country without power.®*® With
Azerbaijan’s rapid economic growth, the expected electricity demand is projected to increase by
4.7% each year until 2015.%%° The power generation infrastructure however cannot accommodate
this, which leaves the country’s economy frail as consumers’ and industries’ electricity needs are
not satisfied. At the same time, Azerbaijan’s main export commodities are the same hydrocarbon
resources employed for power generation. Fuel, including natural gas, made up 94.74% of
Azerbaijan’s exports in 2010.°? From a US perspective this makes the state a prospective
natural gas net provider to the international community. What results is an economic two-fold
consequence caused by the domestic waste of the transmission lines in Azerbaijan and the net
loss of potential resources for the global market.

Unlike Azerbaijan, the Republic of Kazakhstan employs coal as its primary source of
energy. Coal consisted of 80.65% of Kazakhstan’s total electricity production in 2010
contributing to the country’s total 82.646 billion kWh of power.??? The current electric grid
system requires the country to import some of its power from Russia, Kyrgyzstan, and
Uzbekistan, making the state sensitive to potential regional disputes.®® Similarly to Azerbaijan, a
lack of maintenance plagues the transmission of power in Kazakhstan as well. The coal-fired
plants constructed in the 1990s and still used today caused total power losses of 8.02% in
2010.%2% power consumption in Kazakhstan is forecasted to average almost 4.3% per year
between 2012 and 2021, yet power generation is only projected to average 4.2% over the same
period, proving insufficient to adequately support the country’s economic growth.®®® The coal-
fired plants also generate close to 45% of Kazakhstan’s emissions, approximately 100 million

626

tons of carbon dioxide yearly.””” Kazakhstan was the tenth largest coal producer in the world in

2011.%%" That year the country produced 128.61 million short tons of coal, but only 36.53 million

135



tons were exported as the domestic sector used up the remainder for consumption, albeit in a
wasteful manner due to the aforementioned faulty infrastructure.®?® If the coal-rich fields of
Kazakhstan could be repurposed for a greater export share by reducing their role in power
generation, the state could greatly reduce its electricity output inefficiency and carbon footprint
and simultaneously free up more coal for international use.

Turkmenistan possesses incredible natural gas and oil deposits. Natural gas constitutes an
overwhelming source of the country’s electricity production, which amounted to 99.98% of total
production in 2010 providing 16.66 billion kWh.®* Unlike Azerbaijan and Kazakhstan,
Turkmenistan “invested in the rehabilitation and replacement of their Soviet infrastructure”
instead of developing its export infrastructure for natural gas.®*® Unfortunately, even the updated
natural gas-fueled electricity production comes with high transmission and distribution losses, at
12.79% in 2010.%*! In addition, localities such as the Caspian islands “preclude stringing
centralized electric power lines” because of their geography and, as a result, are left powerless,
demonstrating another flaw of natural gas as an effective electricity provider.®*® Turkmenistan
produced 2338 billion cubic feet of natural gas but only consumed 710 billion cubic feet
domestically.633 While Turkmenistan’s increased role as a natural gas exporter seems plausible,
the “lack of sufficient foreign investment, geographical challenges, inadequate export pipeline
infrastructure, and rigid economic structure” prevent the country from becoming a major
hydrocarbon provider.** If Turkmenistan would move away from natural gas as its primary
power source, it could concentrate on exporting the valuable resource, which would lead to better
electricity efficiency domestically and immense natural gas potential for the global market.

Azerbaijan, Kazakhstan, and Turkmenistan are all gifted with rich hydrocarbon deposits.
However, in all three states the current infrastructure causes unrecoverable losses to these
hydrocarbons each year. As the security of natural resources around the world remains a key US
interest, the better use of oil, coal, and natural gas in Azerbaijan, Kazakhstan, and Turkmenistan
appears to be a notable concern. At the same time, the inadequate electrical power distribution
also hinders the three states’ economic stability. If the states cannot accommodate their
industries’ and populations’ increasing demand for power, their current exponential growth will
be short lived along with their viability as natural resource exporters in the long-run. Such risks
establish the need for alternate energy sources for the three states in order to ensure their long-

term sustainability.
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III. Renewable Energy Potential in the Caspian Region

Renewable energy continues to evolve as a modern alternative industry for power
generation, heating, cooling, and fuel transportation worldwide. In 2010 the industry supplied
approximately 16.7% of global final energy consumption, of which an estimated 8.2% came
from hydropower, wind, solar, geothermal and biomass sources.®** Between 2006 and 2011, the
operating capacity of solar photovoltaic increased by an average of 58% annually.®*®
Concentrated solar thermal power followed with an annual increase of 37% starting from a small
base, and wind power came in third with 26% annually.®*” Renewables, particularly wind and
solar, have been the most rapidly increasing sources of energy worldwide in recent years. At
their current growth rates they are set to become a major choice for fulfilling future increases in

power demands.
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Figure 1: Average Annual Growth Rates of Renewable Energy Capacity and Biofuels Production (Source:
http://www.ren21.net/REN21Activities/GlobalStatusReport.aspx)

The Caspian states are gifted with extremely ideal climates for harnessing renewable
energy. Azerbaijan, Kazakhstan, and Turkmenistan all feature temperate grasslands, savannas,
shrub-lands, and deserts along with mountainous grasslands and shrub-lands. These biomes

feature high annual wind-speed averages, high number of yearly sunny hours, along with
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excellent thermal waters. The Caspian Sea itself remains
one of the key treasures of this region with average wind
speeds of 5-7 meters per second (m/s).®*® Together these
virtues make this region a fitting candidate for the
development of renewable energy for power production

through wind, solar, and geothermal means.

Wind power dominates as a prosperous
investment opportunity in all three Caspian states. In
Azerbaijan, wind energy possesses a total potential of
800 megawatts (MW) capacity, which is equivalent to
approximately 2.4 billion kilowatt hours (kWh).%*® The
best conditions for harnessing wind power in Azerbaijan
lie in the Absheron Peninsula, located in the
northwestern part of the Caspian Sea. Here the average
annual wind speed reaches 5-8 m/s.®*° In addition, the
western region of Azerbaijan in Ganja, Dashkesan, and
the areas of Sharur and Julfa of the Nakhchevan
Autonomous Region feature an average annual wind

speed of 3-5 m/s as additional sources of wind power.®**
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Figure 2: Caspian Sea Wind Map (Source:
http://www.caspinfo.net/content/content.asp?
menu=0140000_000000)

If Azerbaijan’s wind energy were to be

utilized to its full potential, the state alone could save 0.8 million tons of standard fuel each

year.®*
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Kazakhstan features even greater wind potential in comparison to Azerbaijan thanks to its
vast territory. The majority of the 2.7 million square kilometers (km?) of total land in Kazakhstan
houses wind speeds of 4-5 m/s on average.®*® The extensive regions of Kazakhstan with wind
potential can produce an estimated 1.82 trillion kWh per year.*** The most promising locations
for wind energy in Kazakhstan Wind Map
Kazakhstan are the Djungar at 80m
Gate and the Chilik

Corridor. The Djungar Gate .

& 3TIER

region has been described P T o

as the “best wind climate in

the world” wherein turbines e -y

could operate to produce

Skm Wind Map at 80m

1.3 trillion kWh per year — -
alone.*** Meanwhile the Figure 4: Kazakhstan Wind Map at 80m (Source:
wind speeds in the Chilik http://www.3tier.com/firstlook/?location=kazakhstan)
Corridor average 5 m/s in the summer and 9 m/s in the winter with a potential 1000 MW of
additional wind capacity.®*® The high prospects of wind energy yields in Kazakhstan make it an
exceedingly profitable alternative for power production in the country.

Turkmenistan, though not as prominent in wind energy potential as Kazakhstan, is
nevertheless suitable for wind power development. Approximately 40% of the country has
average winds speeds higher than 4 m/s.*” As a whole, the total wind energy capacity of the

country amounts to 5.5 billion

Turkmenistan &?5 3TIER.
Wind Map at 80m kWh.**® Wind speeds in
—— i Turkmenistan reach their highest
N S :
S \\ point near the Caspian Sea.
(‘?-64 - \\,\\ However, the large desert region
A < that accounts for approximately
ix ;J/""/ 86% of the country also
s s NOSSESSES high levels of wind

potential.®*° Due to the

Figure 5: Turkmenistan Wind Map at 80m (Source: Widespread desert regions wind
http://www.3tier.com/firstlook/?location=turkmenistan) ’
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turbines could therefore be installed at a greater variety of locations in comparison to the case of

Azerbaijan and Kazakhstan.
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) Figure 6: Azerbaijan Solar Global Horizontal Irradiance (Source: NASA)
The abundant sunshine

allows for 1500-2000 kWh of solar energy to be harnessed per square meter on average
throughout the country.®®! The most ideal locations for harnessing solar power are the Absheron
Peninsula, the Kur-Araz lowland, the Caspian coastline, and the Nakhchevan Autonomous
Republic.

Kazakhstan possesses similar favorable conditions for utilizing solar power. The average
sunlight hours per year in Kazakhstan ranges from 2200 to 3000, slightly below that of
Azerbaijan.® The number of sunshine hours in the country yields 1300-1800 kWh per square
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Figure 7: Kazakhstan Solar Global Horizontal Irradiation (Source:
http://ebrdrenewables.com/sites/renew/countries/kazakhstan/profile.aspx)

could produce around 10,000
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gigawatt hours (GWh) in the summer and 5000 GWh in the winter respectively due to its

immense size of 320 square kilometers.®® If implemented, the solar thermal plants could greatly

reduce the carbon footprint of the country by eliminating the overreliance on coal-fired plants.
The deserts of Turkmenistan not only provide an excellent climate for wind power, but

they hold immense solar power e

‘zhekistan

potential as well. The extensive K azakhstan
stretches of desert in the country
allow for 270 clear days to be 407

observed each year.®® The

Caspign Sed
incredibly high solar radiation in GHI .
Value Iran N
the majority of the country easily o 54 A
Kilometers
yields an average of 2000 kWh s o 100 300 400

per square meter annually.**" The Figure 8: Turkmenistan Solar Global Horizontal Irradiation (Source:
most ideal locations for utilizing NASA)
solar energy are the southwestern
regions of Gasan-Kuli, the capital of Ashgabat, and Chardzhou in the east near the border with
Uzbekistan.®® Altogether the annual energy potential of solar energy is estimated at an
equivalent 100 billion tons of standard fuel.®*® Such potent solar capacity would greatly
contribute to lower pressure on natural gas as Turkmenistan’s sole electricity provider.
Geothermal sources are a third component of interest in the Caspian region’s energy
potential. Although thermal waters in Azerbaijan are relatively low-temperature, their
development and use remains highly prospective for the state. The thermal waters have an
average range of 20 °C to 40 °C and could in total yield 700 MW of additional power.®®® The
most ideal locations for geothermal energy are the Kura trough, the Absheron Peninsula, and the

661

Kusar submontane lowlands.”~ While definitely not as prominent as Azerbaijan’s wind and solar

capacity, these thermal waters could serve well in diversifying the state’s energy sources.
Kazakhstan features more ideal geothermal waters than Azerbaijan, averaging at 80 °C

near the Chu river valley, the Ily river valley, the Almaty city area, and the Ust-Urt plateau near
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the Caspian Sea coast.™ For free flow operation, Kazakhstan’s estimated geothermal sources
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amount to 520 MW while its pumping capacity lies at 4300 MW.”** The various rivers of
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Kazakhstan along with the city of Almaty together make geothermal an ideal supplemental heat
and power source.

Turkmenistan overtakes both Azerbaijan and Kazakhstan in terms of geothermal
potential. Ideal thermal water sources are prominent in the Karakum region, the Kopetdag
region, and the west Turkmen region where water temperatures average at 80-100 °C.%** Total
thermal heat capacity in Turkmenistan amounts to 6600 MW of pumping operation, higher than
that of Kazakhstan.?® Further data on Turkmenistan’s geothermal potential remains scarce as no
significant mapping or studies have been made to tap into the country’s thermal waters.

In summary, the Caspian states hold immense renewable energy potential in wind, solar
and geothermal sources. Kazakhstan and Turkmenistan excel in wind power potential while
Azerbaijan and Turkmenistan shine in their solar power capacity. In addition, though Azerbaijan
has minimal use of its thermal waters, Kazakhstan and Turkmenistan can also benefit from
geothermal power. These alternative energy sources could all greatly reduce the Caspian states’
reliance on their current inefficient power generation infrastructure and help them become self-
reliant in their energy production. Their natural resources could then be redirected and
augmented with a greater export-focus to yield them higher returns and provide the international

community with valuable hydrocarbons.

IV. Current Policy on Renewable Energy: Prospects and Issues

Despite the renewable energy potential present in the Caspian region, the actual use of
wind, solar, and geothermal power remains extremely low in all three states. In 2010, electricity
production from renewable sources, excluding hydroelectric was less than 1% in Azerbaijan,
Kazakhstan, and Turkmenistan.®®® Although the role of renewable energy is currently almost
negligible in the Caspian region, all three states recognize the industry’s value. As a result, in
recent years they began to implement policies, laws, target goals, and some institutions to lay the

foundations for long-term sustainability in their respective countries.
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In Azerbaijan, the seeds of alternative energy development started in 2003 when
President Ilham Aliyev assigned the Cabinet of Ministers to submit proposals on how to tap into
the aforementioned renewable sources of the country. The years of research culminated in the
creation of the State Agency for Alternative and Renewable Energy Sources (ADEMBA) under

the Ministry of Industry

= Wind and Energy.®® This agency
. T prepares public policies for
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. creating the necessary
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Figure 9: Renewable Energy Strategy of the Republic of Azerbaijan (Source: the fol Iowing years a|d|ng

http://www.abemda.az/uploads/ABEMDA%20prezintation.pdf) ) ) )
the president in creating a

strategy for greatly increasing the role of renewable energy in power generation. In 2012, the
agency unveiled this strategy with the intention to build 2000 MW of capacity over the next eight
years in order to reach a 20% renewable energy share of total power demand by 2020.%° Current
projects for 2012-2013 include the 100 MW Pirshakul wind farm, a 100 MW offshore wind
farm, and a 25 MW solar photovoltaic park in the Absheron Peninsula.®”® Azerbaijan still has a
long way to go to reach its ambitious goal by the end of the decade.

Kazakhstan’s first incarnation of renewable energy policy emerged with a law in 2009.
Kazakhstan’s parliament passed the Law on the Use of Renewable Energy Sources on June 17,
2009, which established a regulatory framework for the use of renewables. This law came about
with the help of the Renewable Energy & Energy Efficiency Partnership (REEEP) program
under the United Nations Development Program (UNDP).°"* REEEP called for Kazakhstan’s

4.672

share of renewables in its energy balance to reach 5% by 202 With respect to this target,

Deputy Prime Minister Astet Isekeshev presented a plan for Kazakhstan to add 1040 MW of

0.673

renewable energy by 202 The plan aims to build thirteen wind power plants with a total

capacity of 793 MW, along with 14 hydropower plants with a capacity of 170 MW and 4 solar

674

power plants to produce 77 MW.”"" Considering the country’s current reliance on hydrocarbon
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sources for power, Kazakhstan’s journey toward a greener economy, like Azerbaijan, has just
begun.

Turkmenistan’s policy framework for renewable energy is currently in preparation Stages.
The UNDP actively worked with the country between 2010 and 2012 to assist Turkmenistan in
enhancing its framework for efficient-energy practice.®”®> Though no target has been set by the
Turkmen administration on renewable energy share in total energy balance, the country
continues to actively research possibilities at the Sun Scientific Production Association, a branch
of the High Council for Science and Technology.®”® One recent smaller project in Turkmenistan
consisted of the installation of a 4.5 kWh off-grid system in Ashgabat by the company Martifier
Solar to demonstrate the ability and will to “adapt and accept new challenges, as well as to
approach new markets” in Central Asia.®’’ No significant renewable energy projects comparable
to that of Azerbaijan and Kazakhstan are currently planned for Turkmenistan in the coming
years. Nevertheless, the aspiration and interest for exploring the industry remains high.

The image for the future of renewable energy thus far appears ambitious, positive, and
prosperous. Yet despite the hopeful prospects of potentials and youthful upcoming policy
frameworks, certain obstacles continue to block the effective development of the industry in
Azerbaijan, Kazakhstan, and Turkmenistan. These issues cumulatively arise from financial,
legislative, and institutional barriers along with a lack of public awareness present across the
three Caspian states.

For Azerbaijan, the financial and political barriers arise from the lack of transparency in
legislation to protect foreign investors, while the institutional barriers come from a lack of
accountable frameworks. Large-scale renewable energy systems that would allow Azerbaijan to
reach its 2020 goals require large capital investments as well as external sources of financial
incentives.®”® In Azerbaijan, however, the banking sphere is considered “too weak” in the
renewable energy sector.®”® The country made no progress with soft loans and credit lines except
with mortgage credit for real estate. Unfortunately, renewable energy projects have high initial
capital costs, and long-term security along with predictable returns is vital for renewable energy
producers.®® Foreign direct investment also possesses challenges in Azerbaijan, as there is no
transparent legislation that supports the rights of foreign investors.?®! The lack of transparency
and accountability is also present in the country’s political and institutional framework. Although

ADEMBA developed an end-goal target for the state, it does not provide commitments and
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strategy for the process of reaching the target. In addition, the state-owned AzerEnergy JSC
Company dominates Azerbaijan’s energy sector and would as a result be the controller of the
renewable energy industry in the state.®® These hindering factors, unless addressed, undermine
the positive outlook for renewable energy in Azerbaijan.

Kazakhstan deals with similar difficulties in the financing of renewable energy projects
along with establishing political and institutional frameworks. Timur Kulibayev, Chariman of the
KazaEnergy Association which controls Kazakhstan’s energy industry noted that “alternative
sources in Kazakhstan is more expensive than the one we already generate (using traditional
methods),” showing disincline to pursue renewable energy on a wide scale.®® The current
institutional framework, highlighted by the shaded region on the graph, remains far from the
optimal infrastructure that is highlighted with a bold line by the European Bank for Research and
Development (EBRD).*** Coupled

with the high development cost
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Figure 10: Kazakhstan Electricity Sector Spider Graph (Source:
Berdymukhamedov remained http://www.ebrd.com/downloads/legal/irc/countries/kazakhstan.pdf)
optimistic at various world forums
he attended in recent years about Turkmenistan eventually utilizing renewable energy, the state
currently has no plans for major projects and instead continues to employ the country’s
tremendous natural gas deposits for electricity because of its comparatively low costs.
Turkmenistan would require considerable incentives to overcome the high opportunity cost of

forgoing its cheap natural gas in favor of the costly startup for a renewable energy industry.
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V. US Role in the Caspian States’ Renewable Energy Development

In spite of the various barriers withholding the Caspian states from developing their
respective renewable energy industries, the overall potential is too promising to be overlooked.
Azerbaijan, Kazakhstan, and Turkmenistan are all invested in making renewable energy the
remedy for the current ailments of their power production infrastructures. However, the three
states alone cannot overcome the issues highlighted for financing renewable projects and
establishing the necessary frameworks. In the interest of preserving the Caspian states’ energy
security and strengthening their economic vitality, the US could help influence the development
of the Caspian region’s renewable energy for power generation. The diplomatic support and
technical expertise of the US could help the Caspian states mitigate the current barriers that
prevent the rise of the wind, solar, and geothermal power in the region.

The US today remains at the forefront of global renewable energy use. It was one of the
top five countries in the industry with regards to annual additions, production, and total capacity
in 2011.%%° Altogether, renewables accounted for 11.8% of US primary energy production, up
from 10.9% in 2010.%®® Considering the increases in all aspects of renewable energy use, the US
presents itself as an active practitioner of alternative energy development and a capable ally with
technical expertise in the industry.

In terms of diplomatic support, even a US presence in Caspian international conferences
aiming to raise public awareness over renewable energy uses can be useful. In 2009 a forum
organized by the US Embassy in Turkmenistan known as the 5™ Fulbright International
Conference on Energy and Alternative Sources brought together scientists and specialists to
discuss current and upcoming renewable energy uses. US Charge d’Affaires Richard Miles
“welcomed the Turkmen leaders’ initiative” on researching stable and reliable transit of energy

to the international market.%®’

This encouraged research in alternative sources of energy to rank
high among the “priority trends” in the fields of Turkmen science.®®® US attendance of these
forums, seminars, and conferences would show the commitment and dedication to renewable
energy projects and research for Azerbaijan, Kazakhstan, and Turkmenistan. Sending US
representatives to attend such meetings in a symbolic manner could raise interests for other
international players such as the European Union, Russia and China to consider investing and
aiding in the Caspian states’ renewable energy development as the Caspian region’s energy

security remains important to them as well.
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The US could also lend its technical expertise in the renewable energy industry to the
Caspian states. A prime example of such an act is the US aid in the implementation of a
financing model for wind power in Azerbaijan in 2009. The US Agency on International
Development (USAID) assisted the Tariff Council of Azerbaijan in creating a tariff model to
make wind technology more attractive for investors and promote the construction of wind
turbines under its Trade and Investment Reform Support Program (TIRSP).%® Private developers
in Azerbaijan could now “produce power and recover costs” by applying the tariff model
established by TIRSP.*® This small piece of success could be applied across Azerbaijan,
Kazakhstan, and Turkmenistan in other wind projects as well as solar and geothermal potentials.
US aid in developing funding models would alleviate the high development cost issue, establish
the much needed institutional frameworks, and promote private investment all in one. In
addition, the US could host scientists from the Caspian region to demonstrate US use of
renewables domestically or send specialists of its own to Azerbaijan, Kazakhstan, and
Turkmenistan for the benefit of exchanging information and expertise on renewable energy
technology.

Finally, US political partnerships with the Caspian region’s governments would greatly
benefit the states in establishing the legislative and institutional frameworks for renewable
energy. The Kazakhstan-US Energy Partnership Commission in 2012 signed a Joint Action Plan
for 2012-2013 that supports “joint training and capacity building projects” to promote energy
management systems, industrial energy audits, and renewable energy research and

development.®**

This commission will commit the Kazakh government to create the
infrastructure that will maintain a healthy renewable energy industry. Political partnerships
would take the diplomatic support idea discussed before further wherein the US would now be
politically invested in the success of the Caspian states’ renewable energy policy, holding the

states more accountable for implementing the necessary steps to achieve that level of success.

VI. Conclusion

The Caspian states’ effective use of their rich hydrocarbon sources is hindered by their
fractured energy infrastructure. The same fracture also threatens the states’ economic viability,
which puts their position as potential oil, coal, and natural gas providers into question. The

development of alternative energy sources represents a lucrative solution to resolve this fracture.
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Alternative energy would alleviate Azerbaijan, Kazakhstan, and Turkmenistan from their
reliance on their natural sources for domestic energy through the elimination of losses caused by
their outdated power generation infrastructure. At the same time, a refined and improved energy
sector would stabilize the countries’ economy and allow them to grow in a sustainable manner.
The three Caspian-region states possess incredible wind and solar power potential along with
mostly unexplored geothermal sources that if harnessed could provide the needed relief for the
energy sector. However, financial, institutional, and political barriers currently prevent the
implementation of a new system that would allow for the effective use of these renewable
sources. Since the US has been at the forefront of renewable energy development on a global
scale in recent years, it is in the position to effectively aid the Caspian states with diplomatic
support, technical assistance, and political partnerships to overcome the current barriers. In doing
so the US would help protect Central Asian energy security and economic stability, and enable
the Caspian states to distribute their national resources into the international markets for the

benefit of the global energy industry and worldwide economic growth.
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Chapter Ten

From Aid to Trade

A Comprehensive Review of Afghanistan's Economic Position in Central Asia

Danel Khusainov

Abstract

The 2014 withdrawal of US troops from Afghanistan will test not only the National Army
and North Atlantic Treaty Organization (NATO) forces to curtail extremist influence in the
provinces, but also the capacity for aid and development in the country in pre-empting
radicalization. Ensuring the fragile security in Afghanistan will mandate its effective
incorporation as a functional trade partner in the region, so as to improve the economic positions
of the Afghan government and regular Afghans. With greater development and economic
opportunities for Afghans, the incentive to join radical and violent anti-government organizations
will decrease. Though this may take some time, incorporating development into the US
approach to security in Afghanistan through more efficient aid and greater amounts of trade will
be essential in ensuring the future stability of Greater Central Asia.
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I. Introduction

After more than a decade, American and NATO operations in Afghanistan are scheduled
to be dramatically scaled back by 2014, leaving a diminished military presence dedicated mostly
to training the Afghan National Army. Thus, internal stability in the short-term will depend
largely on the capability of Afghan security forces. However, long-term stability will be
crucially linked to Afghanistan's economic position and whether the country is functionally
incorporated into Central Asia's trade network and if the foreign aid being channeled helps make
a substantive developmental impact. US plans for the country, beyond ensuring physical
security, include encouraging sources of foreign investment and connection to foreign markets.
The effectiveness with which US aid is administered will help determine the infrastructural and
economic development that will provide the Afghan people with credible alternatives to
insurgency.

There are numerous challenges in developing Afghanistan's resources and infrastructure
that would, in the long-term, contribute toward a trade-based economy able to better secure
domestic conditions and regional stability. Most important to note is that the artificially high
growth rate of its economy has largely resulted from the war economy and aid programs targeted
to rebuild the country.®®* When the majority of US and NATO forces depart, Afghan jobs and
economic growth reliant on supporting the war economy will be lost. By the account of one
report, roughly half of Afghanistan's US$30 billion GDP came from foreign government
spending in 2011.%%% In another, the author alleges up to 97% of Afghanistan's GDP comes from
donor spending.®®* For the past decade, non-military aid to Afghanistan has been estimated
around US$286 billion.®® Afghanistan’s near-total dependence on international aid — more than
90% of the US$17.1 billion national budget in 2010 came from foreign funding — has created a
situation that requires significant investment in the country's rich resource sector and
development of vital trade infrastructure.®® When the aid expenditures decrease post-2014 as
the result of military withdrawal, the Afghan government will need to compensate for the loss of
several billion dollars in logistical support just to cover the cost of its security forces and
maintaining existing infrastructure.

Afghanistan's vast and untapped natural resources, only recently delineated, lend it

significant economic potential to foster healthy economic growth, provide much-needed
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employment, and improve the standards of living for Afghan citizens. According to US and WB
assessments, developing Afghanistan’s resources — an estimated US$1 - $3 trillion in gold,
copper, iron, gas, oil and precious gems — is the most effective approach to replace the loss of the
war economy.®®” This approach will rely not only on sufficient funding of developing resource,
trade and security infrastructures, but encouraging other foreign actors to invest in Afghanistan
as well. Despite the physical withdrawal of military forces, Afghanistan's economic viability
will rely on continued US financial reinforcement, both in regards to aid as well as engendering
support from neighboring actors in integrating Afghanistan into the regional trade network. For
the US, which invests several billion dollars annually for developing Afghanistan, integrating the
war-torn country into trade and investment partnerships will prove pivotal in maintaining and

building on the fragile foundations set so far.

II. Aid: Analyzing the US Aid Strategy in Afghanistan

The aid structure in Afghanistan is undermined by several forces, including the graft and
bad governance by the Afghan polity, and the inherent reality of contractors belonging to
multinational companies, causing portions of aid to ultimately leave Afghanistan. However, a
substantial preponderance of waste and mismanagement of the billions of dollars spent nation-
building in Afghanistan has been caused by US agencies. In 2012, Afghanistan was the top
recipient of US funds via USAID, receiving US$2.3 billion in aid.®® The next recipient country
was Pakistan at US$970 million, less than half the amount sent to Afghanistan.®® The sheer
number of donors providing assistance to Afghanistan — over sixty are reported by the Afghan

government’®

— create certain complications in operating a functioning aid structure. There are
also numerous active implementing partners including UN agencies, NGOs, USAID, and DOD,
as well as around twenty Provincial Reconstruction Teams organized by foreign military forces
to engage in reconstruction and development activities.””* Unsurprisingly, this large
constellation of donors has often led to fragmented projects that do not complement overall
sector and development strategy. Moreover numerous donors, separately dealing with Afghan
government ministries, agencies, and provincial governments often work in isolation from each
other, leading to the characteristic fragmentation, incoherence, and mismanagement of the
expensive aid structure in Afghanistan.”® Financial support to foster the development of key

industrial sectors will be essential to overcome the loss of the war economy, not to mention

151



facilitating the transition of the Afghan National Army to the main security apparatus. However,
key issues prevent aid to the country from being maximized to its full potential.

USAID states that “US foreign assistance has always had the twofold purpose of
furthering America's foreign policy interests in expanding democracy and free markets while
improving the lives of the citizens of the developing world.” However, NGO watch groups have
noted that as much as 40% of aid to Afghanistan has found its way back to donor countries
through awarding contracts at inflated costs.”®® In its overview of the financial cost of the war,
the Center for Strategic and International Studies has made several alarming assessments in
regard to economic development. First, the vast majority of aid went to the Afghan security
forces and not development.” Second, most aid was very erratic in annual levels of effort,
making it extremely difficult to plan the most effective use of the money and ensuring that
program continuity was unlikely.”® Third, the bulk of the total spending and aid has been
allocated since FY2009, and came after the insurgency had reached high levels.””® Not
mentioning the rampant corruption and cronyism present within Afghanistan's government
bureaucracy, the billions of dollars in annual aid to the country have not been utilized as
efficiently as possible.

The institutionalized corruption within Afghanistan's government has made it difficult to
maximize the impact of US aid dollars. Mere weeks after taking office as Secretary of State in
2009, Hillary Clinton critiqued the effectiveness of aid to Afghanistan: “there is very little
credibility for what was invested,” she said, promising the government would “look at every
single dollar, as to how it’s spent and where it’s going, and trying to track the outcome.”’"’
However, evidence has shown that a significant portion of squandered or misused funds have
been caused by US agency mismanagement, specifically the consistent lack of oversight on
contracted projects. Addressing internal, institutionalized corruption within Afghanistan to
improve the utilization of aid may prove difficult. However, because a considerable amount of
aid is mismanaged due to the inefficiencies of US agencies, it is possible to improve aid
utilization from US sources.

The US has spent more money on relief and reconstruction in Afghanistan than in any
other single country, including Marshall Plan recipients after World War 11."%® With hundreds of
billions of taxpayer dollars at stake, the government needs strong controls to provide reasonable

assurance that these contract funds are not being lost to improper payments (fraud and errors),
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waste, and mismanagement. Effective contract oversight, which includes internal controls

throughout the contracting process, is essential to protecting government and taxpayer interests,

as well as protecting the massive investments made in Afghanistan.

Agencies across the governmental spectrum are increasingly reliant on contractors to
execute their missions in Afghanistan. Yet, as various reports have proven, there exists a major
disconnect between governmental agencies, including the Department of Defense (DOD) and
USAID, and the contractors they utilize in Afghanistan. Contracting officer’s representatives
(CORs) act as the liaisons between the contractor, the contracting officer, and the unit receiving
support. Because of various factors, including overwhelming numbers of projects, insufficient
numbers of CORs, insufficient training of CORs, and the dangers of the areas contractors are
hired to work in (and CORs are thus required to oversee), the liaison relationship is not
adequately maintained to audit the proper use of funds. For example, one COR Government
Accountability Office (GAO) interviewed was assigned to more than a dozen construction
projects. According to that COR, it was impossible to be at each construction site during key
phases of the project because the projects were occurring almost simultaneously at different
locations. Consequently, according to officials, in situations like these, construction was
completed without sufficient government oversight and problems were sometimes identified
after facilities had been completed.” This chronic lack of effective oversight reveals glaring
problems in contractor performance and subsequently the squandering of funds.

In a 2012 report to Congressional Committees, “Operational Contract Support —
Management and Oversight Improvements Needed in Afghanistan,” the US Government
Accountability Office cited numerous cases of the mismanagement of funds:

e For US$130,000, Afghan contractors built a large bathroom facility “without holes in the
walls or floors for plumbing and drains.” The walls were constructed of “crumbling
cinder blocks.” The report blamed insufficient oversight.”*

e Defense Department personnel told the GAO about “a dining facility in Afghanistan that
was built without a kitchen” and with “construction deficiencies.” Contracting officials
attributed the construction issues to the shortage of oversight personnel with subject area-
related technical expertise and required US$190,000 of repairs in addition to the original

711

cost.

e A guard tower at a forward operating base was poorly constructed and unsafe to occupy.
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The staircase was unstable and not strong enough to climb. These problems were not
discovered until the tower was finished and the decision was made for it to be torn
down.”?

e “In another instance, an entire compound of five buildings was built in the wrong
location.” it was supposed to be located within the military base’s security walls, but the
contractors inexplicably built the compound just outside — at a cost of US$2.4 million. No
one noticed until the project was completed. “The buildings could not be used.”"*®

These instances demonstrate a critical deficiency of the development and aid structure operated
by US agencies. These are not isolated incidents. The GAO has previously reported in 2006,
2008, and again in 2010 that CORs do not always have the expertise necessary to oversee
contracts, are often overloaded with projects, and are generally under-staffed and under-
supported.”™* Due to the lack of effective oversight of development projects in Afghanistan,
substantial sums of funds are being wasted because of a dysfunctional agency-contractor
relationship.

Nearly a dozen government auditing agencies have been warning for almost a decade
about the foolhardy way USAID, the Defense Department, and other agencies hand over
multimillion-dollar construction projects to private, for-profit contractors—and then completely
neglect to monitor what they’re doing with the money, leading to some amazing failures.”*
Thor Halvorssen, president of the Human Rights Foundation, has said trying to spend aid money
in Afghanistan “is like giving booze and car keys to a teenager.”’*® Former US Ambassador and
military commander in Afghanistan Karl Eeikenberry likened development spending in
Afghanistan to “trying to do development on an outpost on the moon. They’re still stuck in the
fourteenth century.”717 As the Government Accountability Office stated: “We reported in July
2004 that DOD did not always have sufficient oversight personnel to manage and oversee” its
contracts in Afghanistan; and, “In December 2006, we noted that without an adequate number of
trained oversight personnel, DOD could not be assured that contractors could meet contract
requirements efficiently and effectively.”’*® The 2012 Report outlined many of the same issues
from 2004 and 2006, meaning very little has improved in the way contracts are handled for
development and security projects. As the Committee on Foreign Relations wrote, Americans
must begin challenging “the assumption that our stabilization programs” actually “contribute to

stability.”"*?
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III. Trade: Evaluating the Viability of the New Silk Road and Prospects of

Investment in Afghanistan

The priority of embedding Afghanistan within Central Asia's growing trade infrastructure
is a challenge due to the reliance on uncooperative, corrupt governments, which often have
conflicting interests, both amongst each other and with the US Former Secretary of State Hillary
Clinton’s espoused "New Silk Road,' a trade corridor linking Central Asian states together with
China, Russia, India, the Near East and Europe. “Turkmen gas fields could help meet both
Pakistan’s and India’s growing energy needs and provide significant transit revenues for both
Afghanistan and Pakistan. Tajik cotton could be turned into Indian linens. Furniture and fruit
from Afghanistan could find its way to the markets of Astana or Mumbai and beyond.”"?
Clinton and others hope the New Silk Road will play an essential role in modernizing
Afghanistan's trade economy and developing its resource sectors, thus lessening the dependence
on US aid. Frederick Starr, intellectual founder of the “Greater Central Asia Partnership”
proposal, claimed that the trade and transit links established by the Northern Distribution
Network in Central Asia could serve as an opportunity to fundamentally transform the region:

The reopening of all these age-old transit routes across Afghanistan is the single
greatest achievement of US foreign policy in the new millennium. It was
unintended, unrecognized, and, by most Americans, unacknowledged, even
though they paid for it with the lives of loved ones and with hard-earned tax
money. Nonetheless, this development offers the most promising solution to the
US' present strategic dilemma and the key to possible success in Afghanistan and
the region.”*

The prosperity would have ripple effects across the region, argues Shuja Nawaz, the Atlantic
Council's South Asia director. The tighter the economic dependencies between nations, the less
likely conflict would be, particularly in the case of Pakistan, which has historically used
Afghanistan as an organizational hub for extremist activity. "Once Pakistan's business sector
sees greater returns from trade than from using Afghanistan as a cockpit to fight for influence in
the region, the post-2014 scenario becomes much more sustainable," Nawaz says.’?? Challenges
in the region could prove prohibitive in cultivating a functioning trade infrastructure in

Afghanistan. Most of the states within the region, and those most pivotal to future trade with
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Afghanistan, as well as Afghanistan itself, suffer from chronic insecurity, poor governance, and
corruption.

Afghanistan, Uzbekistan and Turkmenistan scored fourth, fifth and sixth to last on
Transparency International's corruption perception index in 2011; Kazakhstan, Pakistan and
Tajikistan were not far ahead.”*® While this is indicative of standards of corruption in the region,
there are increasing signs of foreign direct investment from key regional players outside Central
Asia, creating the potential for Afghanistan to attract serious capital, despite concerns of future
security. India is spending US$11 billion to build a steel plant and mine iron-ore deposits in
Hajigak'®*, as well as pushing for the construction of the Trans-Afghanistan Pipeline (TAPI),
which would transport natural gas from Turkmenistan's Caspian Sea through Afghanistan and
Pakistan into India. Bids from China on Afghan resources so far have included a copper mine in
Aynak and oil-drilling rights in Sar-i-pul and Faryab provinces, which are intended to be linked
by Chinese-built railroads.””® In February 2012 the Uzbekistan government, with US$165
million in funding from the ADB, completed the first tranche of a 75km cross-border railroad —
Afghanistan's first — to the provincial capital of Mazar-i-Sharif.”®® Eventually, these patchworks
of rail are planned to be linked, further solidifying Afghanistan's role as a resource hub for its
resource-hungry neighbors. The US withdrawal presents a critical juncture in Afghanistan's
economic future. Continued US financial assistance will yield increased investing confidence
from these countries. Both domestic and foreign investors will need to be assured that the US
will not relegate Afghanistan to a token beneficiary of its aid structure.

Economic development and investment in Central Asia and Afghanistan is impeded by
the region's notoriously corrupt governments. Corruption plagues Central Asian governments,
causing the management of their economies to be dominated by a system of informal payments,
bribes, and clientelism. Criminality is integral to the functioning of the system.”?” Despite the
seeming rise of foreign investment in Afghanistan, Central Asia's characteristic shadow economy
continues to impede the realization of a functioning New Silk Road. This institutionalized,
informal system of payments and bribes — or shadow economy — is essential to conduct business
has caused Central Asia to be one of the most difficult places in the world to conduct trade.
According to the WB, the Central Asian states continue to erect the most cumbersome barriers to

trade, compared to almost anywhere else in the world."*®
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As demonstrated by Figure 1, the time to export and import within Central Asia is
significantly higher in comparison to other developing areas of the world. Even in comparison to
other post-Soviet states in Eastern Europe, it requires a disproportionately larger time frame to
export and import within Central Asia. Whether importing or exporting, officially clearing
borders can take over 100 days while requiring cumbersome amounts of documentation.’*°
Additionally, from the period of 2006-2011, it is seen that the other developing regions have
reduced their time frames more despite having substantially lower time frames in 2006, revealing
the intractable nature of Central Asia's unofficial trade barriers brought about by the shadow

economy.
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WB Group data, shown in Figure 2, reveals that from 2006-2012 very little has changed
in the way trade is administered in Central Asia. Specifically, the amount of time to import and
export has only fractionally decreased in Kazakhstan and Uzbekistan, remained unchanged in
Tajikistan, and managed to increase in Afghanistan. Even Eastern Europe, the Middle East and
North Africa regions have experienced greater reductions in trade time from the 2006-2011
period. More significantly, these data reveals the dominant and institutionalized role of a
shadow economy operating in Central Asia and its inhibiting impact on trade.

The WB data are supported by a number of studies that have tried to measure border
corruption and indirect fees in Central Asian regional transport. A 2006 survey by the ADB
found that informal payments and bribes added US$1,200-1,800 to the total cost of a truck
transiting from Central Asia to Moscow, along with eight additional days of transit time, while

rail could even double "ideal world" shipping costs and add up to fifteen days in transit time.’*
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A 2008 survey conducted by the US Chamber of Commerce of over 200 companies doing
business in Central Asia found that very high percentages admitted to routinely paying bribes to
clear customs and to deal with border regulations.” Of those surveyed, 100% of respondents
perceived a "high" or "very high" level of corruption among customs officials in Uzbekistan,
90% in Kazakhstan and 80% in Kyrgyzstan, compared to the Eurasian average of 57%."%?
Another study conducted the same year by the Congress of Business Associations of Central
Asia in conjunction with Tajik shipping groups found that trucks carrying cargo along the China-
Kazakhstan-Uzbekistan-Tajikistan corridor paid an average of US$433 in unofficial payments to
customs officials, traffic police, and transportation inspectorate, with a monitored driver being
stopped 221 times during the journey.”®® Over 50% of total transport time was spent crossing
borders and haggling with customs officials.”* In 2007, Kazakh customs recorded about 3,000
trucks crossing the border at the entry town of Khorgos, while their Chinese counterparts put the
figure at over 36,000 for the same year.”*

Though Central Asian governments account for these “discrepancies” as caused by
differing accounting methodologies, their sheer magnitude suggest that informal market activity
must account for a significant portion of these differences.”®® Together, these various studies on
trade in the region corroborate the existence of a deeply embedded informal economy that
dictates how business is done. They challenge the hope of a ‘New Silk Road' to revitalize
Central Asia's economies and functionally integrate Afghanistan into the dysfunctional trade
network. Clinton's idea that Tajik cotton will be turned into Indian linens and Turkmen gas will
run through Afghan pipes into Pakistan and India is still an unrealized vision due to concerns of
future Afghan security. The Central Asian states, despite their differences in leadership, share
the commonality of a powerful shadow economy that impedes the development of functional
trade that the New Silk Road promises. This shadow economy is supported by the sale of
government and bureaucratic jobs where individuals who can afford such a lucrative post,
whether operating a state agency or running a province, can expect to get a return on their
investment.”” Rulers understand that their subordinates are greedy, and allow them to exploit
their position as long as they also perform their basic duties, such as keeping order in the
provinces or passing on revenues to the state.”*® So long as Central Asian authorities, both ruling

elites and security services, continue to profit handsomely from borders and border crossings, the
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informal economy will continue to dominate the management of trade throughout the region and

ultimately hamper the inclusion of Afghanistan into the regional trade network.

IV. Policy Considerations

Contractors are widely employed by a variety of agencies in Afghanistan for the
construction of a wide array of development and security projects. The personnel responsible for
overseeing contractors have consistently been found to be deficient in several key areas.
Specifically, contracting officer's representatives working for the Department of Defense have
been assessed to be understaffed, overburdened, and lacking technical expertise of the projects
they manage. While the DOD has taken steps to improve its training program for CORS
stressing Afghanistan’s unique contracting environment, several government reports have found
chronic shortcomings in the oversight of contracted projects that have caused the
mismanagement of funds, additional expenses and delays, and in some cases, the complete
squandering of funds. Other agencies employing contractors in Afghanistan can apply concepts
of standardizing their oversight mechanisms to achieve the proper results from their project
expenditures.

Projects funded by USAID, DOD, NGOs, and other agencies can increase the security
and economic infrastructure of Afghanistan. If several billions of dollars are being allocated
toward development and security projects in Afghanistan, an adequate portion of funding should
be dedicated to manage coherent contractor oversight by CORs. Increasing the operational
capacities of CORs will result in streamlined and more efficient oversight over contractors.
Greater oversight will result in better management of projects on the ground which will then
result in more efficient use of aid for successful development and security projects. A
streamlined aid structure will create greater incentive to invest in Afghanistan where the billions

of dollars in aid are being coherently managed to improve upon the country's infrastructure.
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Due to the delicate nature of Afghanistan's economic and financial structure, the effective
implementation of aid from the donor community operating in the country would serve to
stabilize erratic liquidity of the country's financial system. Aid is strategically poised to not only
provide employment, improve infrastructure, and inject much needed economic activity within
the country, but also to increase the levels of confidence domestic and foreign businesses and
other countries have in investing in Afghanistan. The levels of capital flight seen prior to the
2009 elections in Afghanistan provide a glimpse of the uncertainty that economic actors have in
the future of the country. By improving the efficiency in which aid is utilized in Afghanistan, the
donor community and the Afghan government will be better positioned to manage the substantial
sums of foreign funding that enter the country each year.

As demonstrated by Figure 3, foreign assistance for the 2013 fiscal year will mirror the
amounts of previous years. If the majority of US and NATO forces are removed from
Afghanistan by 2014, the amount Foreign Assistance Levels by Fiscal Year
appropriated to financial Afghanistan - All Agencies

assistance to Afghanistan must be
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economies built around supplying

troops’ needs, replacing the loss of Figure 3: Foreign Assistance Levels by Fiscal Year (Source:
Foreignassistance.gov)

these income and employment
generators will figure critically into any post-2014 economic plan for the country.

Afghanistan’'s economy is extremely volatile, and, not withstanding graft and theft of
foreign funds by officials, it is prone to rapid movements of money out of the country by both
foreign and domestic actors.”® Before the August 2009 elections, US$600 million in banking
system withdrawals were reported; however, in recent months, some US$200 million has flowed

740

back into the country.”™ According to leaked cables authored by Ambassador Earl Anthony
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Wayne, there is little motivation in keeping millions of dollars, either illicit or licit, in
Afghanistan when the future remains so uncertain.”*" Aid should not be allowed to plateau at a
time of critical uncertainty caused by the military withdrawal — a juncture where internal and
foreign investing confidence can either be matured or deterred.

The Chinese contract stipulates mine production in Aynak to begin in 2014; however, as
of now, neither development of the mines nor construction of the railways has taken place.”* As
guaranteed by the contract, not one, but two railway lines will be built, adding to critically-
needed trade infrastructure in Afghanistan. A US Embassy cable published by WikiLeaks
quotes Chinese officials as calling the promise to build railways “flexible.”™*® This “flexibility”
is indicative of the chronic uncertainty investors have in Afghanistan, especially concerning
doubts of internal stability following 2014. Several significant foreign investments have been
made in Afghanistan by China and India, though actual construction remains in whole or in part
tentative. Investing nations and companies must be reassured that following 2014, the US will
continue to retain a strategic and financial partnership with Afghanistan. Greater confidence will
create a much-needed investing environment in Afghanistan's rich resource sectors, as well as

allow greater incentive to invest in the country's transport and trade infrastructure.

V. Conclusion

Despite its relatively stable history since Soviet collapse, the Greater Central Asia region
is characterized by repressive regimes, extreme levels of wealth disparity, and high levels of
unemployment. The lack of economic opportunities, freedom of expression, political
participation and government regulation of Islam have the potential to foment radical opposition
against Central Asia's intractable dictators. The New Silk Road, seen by some international
actors as a harbinger of development and economic opportunity, has demonstrated to be severely
limited by Central Asia's shadow economy.

Events in one state can quickly have a deleterious effect on its neighbors. Central Asia
may be negatively affected by its neighbors: a further decline in infrastructure is likely to
coincide with increasing instability in Afghanistan, and a possible spillover of the insurgency.’**
Afghanistan, if inappropriately supported, will potentially regress to insurgent control in whole
or in part, as it has already in some outlying provinces.’* This digression could be detrimental

not only for US interests and investments in the country, but for the Central Asian states which
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neighbor Afghanistan and have experienced damaging interstate terrorism. US aid being
funneled into Afghanistan must be efficiently maximized by improving contractor liability
through increased oversight and efficient management. Despite the obvious disadvantages of
corruption of the Afghan government, the aid system operating in Afghanistan can be
substantially streamlined and improved by US action. More significantly, adjusted financial
funding following the 2014 withdrawal will signal continued US support of Afghanistan, which
will help reduce investor uncertainty and stimulate foreign investments in the country.
Economic development and poverty reduction are necessary to ensure internal and
regional stability. The rapid deterioration of infrastructure will deepen poverty and alienation
from the state. The disappearance of basic services will provide Islamic radicals, already a
serious force in many Central Asian states, with further ammunition against regional leaders and
openings to establish influential support networks from unemployed, economically and socially
marginalized communities.”*® Anger over a sharp decline in basic services played a significant
role in the unrest that led to the overthrow of Kyrgyz President Kurmanbek Bakiyev in April
2010."" Rapid impoverishment caused by the loss of foreign funding combined with a fragile
political structure could well play a similar role in Afghanistan in the near future. A multilateral
approach to securing Afghanistan post-2014 will incorporate not only training and arming the
AFNS to fight against insurgents, but the continued development and strengthening of the
Afghan economy. Future Afghan and regional stability will hinge on the capability to improve
the standards of living of the populace in order to decrease the lure of insurgency and interstate

extremist groups.
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Part Il

Social

Stability in Central Asia is vital for a diversified global energy market. However, weak
societies present formidable challenges to long-term stability. Inadequate standards of
healthcare, environmental issues, evident disregard for human rights, and stunted education
systems inhibit these goals. Desertification, pollution, and overfishing in the inland seas are
causing drastic lifestyle changes. Additionally, poor public health infrastructure has allowed
tobacco abuse, HIV, and Tuberculosis to heavily impact people’s ability to go to school and
work. In all aspects of society the restrictive governments limit human rights, particularly
freedoms of assembly and expression. This environment stifles the already underfunded
education systems and reinforces “brain drain” as bright minds seek education and employment
in the West. US attention to the conditions of these populations, through strategic distribution of
foreign aid into health, education, and social welfare projects, as well as re-evaluation of
current policy action is particularly important in light of Russian and Chinese interests in

extending regional influence.
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Chapter Eleven

Donor Identities and Politics

Us Foreign Aid Strategies in Central Asia Relative to Russian and Chinese Influence

Tavlor Passmore

Abstract

Even with firm interests in Central Asia, the US’ existing position relative to China and
Russia requires a markedly different approach. All three powers now exercise regional influence
through soft power in the form of aid. US aid policy is largely focused on blocking perceived
Russian and Chinese attempts to establish hegemony in the region. Aid is given predominantly
through bilateral channels to NGOs in an effort to circumvent corrupt officials, however stifling
authoritarian policies moot the barely existent social networks as vectors of aid. Russia is
primarily concerned with building a reputation as a world superpower and its own domestic
security. Creating a “Sphere of Influence” in Greater Central Asia is a vital component of that
scheme. Lastly, China focuses on notions of co-developing or “South-South Cooperation.” As a
developing country, any Chinese assistance given should be as beneficial for China as it is for
the recipient. An independent Central Asia would help to ensure a more diversified and stable
global energy market. Looking at aid strategies in the major energy producers of Azerbaijan,
Kazakhstan, and Turkmenistan is particularly important in understanding different interests in

the region, including where they may overlap or conflict.
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I. Introduction

Given geographical and historical precedent, Official Development Assistance (ODA) is
one of the most appropriate and commonly used forms of US influence in Central Asia. While
military assistance has a function, hard power intervention for US goals of regional stability,
independence, and democracy is off the table. The US has already spent more than ten years
pouring resources into the wars and reparations in Iraq and Afghanistan. Outside of interests in
Afghanistan, most aid is distributed into the social sector for development work via NGOs. This
distribution is intended to circumvent the possible misdirection of funds into autocratic hands.
On another front, US interests may face competition from those of China and Russia who have
immediate involvement in the region, given proximities in location, cultures, and economic
investment. However, all three superpowers share similar over-arching objectives for the region:
stability, security, and responsible development of natural resources. China and Russia are
particularly concerned with the first two of these, as violence and other threats to security could
easily seep through their borders. The US’ understanding of regional stability as inclusive of
basic human rights differentiates it considerably from that of its Eastern counterparts, but is
viewed as key for achieving stability long-term. These differences create reason for the US to
ensure growing relations between itself and the Central Asian states. The shared goals for
Central Asia could also induce the US, China, and Russia to collaborate in reducing shared
threats or concerns. Because aid is the primary method of influence in the region, it is vital to

identify what current strategies are viable and which may need to be restructured.

I1. US Aid Strategy and Realities in Central Asia

Broadly, the potential for Russian or Chinese hegemony in the region is of much concern
to the US. An independent Central Asia is considered to be critical to a diversified world energy
market in the future. The massive gas and oil reserves in Azerbaijan, Kazakhstan, and
Turkmenistan offer alternatives to OPEC for the US and its allies.

In 2001 US aid distribution took a sharp turn from multilateral to bilateral channels (see
Figure 1). Whether the shift was to gain more control over aid expenditure or in response to a
conservative executive branch,”*® the trend has continued into the present with the US ranking

last among Organization for Economic Cooperation and Development (OECD), Development
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Assistance Committee member countries in terms of percentage of gross aid given multilaterally
(see Figure 2). The majority of aid -more than 70% of gross aid’*- is channeled bilaterally,
primarily to NGOs. This is largely an effort to circumvent corrupt elites and institutions who
would usurp the funds. Relying on bilateral channels does give the US more opportunities for

control in distributing and utilizing aid,"*

though it also places a larger responsibility on the US
to effectively disperse and monitor aid. The diffuse aid channels of NGOs make a coherent
regional strategy nearly impossible. Accordingly, the US has slightly different aid policies for
each country. As a member of the OECD, US ODA still has to meet all Official Development
Assistance criteria. That means the US must distribute ODA on a concessional basis in a way
that improves economic and social welfare in the recipient country. When that has involved
democratizing measures, leaders of Central Asian regimes have not responded well. Stifling
measures on civil organizations undermine the US’ efforts by jeopardizing independent channels
of aid. That is no small sum. In fiscal terms in 2012 the US gave Azerbaijan, Kazakhstan, and
Turkmenistan an estimated US$20.9 million, US$18.8 million, and US$8.89 million

respectively.

US vs. Non-USA Multilateral Spending as % of Total Aid Spending

Multilateral Aid/Total Aid

T T T
1971 1981 1991 2001
Year

Average non-US — US

Figure 1: Data from OECD/DAC all donor countries on record in a given year.
(Source: http://ncgg.princeton.edu/IPES/2010/room2 /F340_pres2.pdf)
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Figure 4: (Source: OECD (2012). 2012 DAC Report on Multilateral Aid. OECD, Paris.)

Azerbaijan
US assistance in Azerbaijan goes primarily to building democratic institutions and

regional security.”*

It is “particularly concerned” with economic growth and regional socio-
economic development.’? Recent elections in Azerbaijan have been highly criticized by the
international community. The Organization for Security and Cooperation in Europe (OSCE)
reported that it was nearly impossible for the media to have a “vibrant discussion” around the
2011 elections. There were reports of ballot stuffing and jailing of opponents.”® When
opposition leaders in Baku began organizing protests against the elections online they were
detained along with other students and journalists. Many were sentenced to prison. Riot police
blocking access to public spaces repeatedly halted mass protests and one day Baku State
University even held students on campus to prevent a gathering.”* The US embassy expressed

5 put no

“grave concern,” and the US representative to the OSCE made a similar comment
further action was taken. The situation sets up a difficult conflict for the American government,
regarding its desire to simultaneously promote democratization and security.

Providing US aid to Azerbaijan is a contested topic. Section 907 of the US FREEDOM
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Act of 1992 prohibits all government-government assistance to Azerbaijan until “demonstrable
steps to cease all blockades and other offensive uses of force against Armenia and Nagorno-
Karabakh.” A US presidential waiver (P.L. 107-115) has been renewed annually since
September 11, 2001 for “strategic purposes,” citing Azerbaijan’s strategic importance as a hub
for supplying goods to Afghanistan along the Northern Distribution Network (NDN)."® Still,
democratizing sentiment encouraged by US involvement within Azerbaijan was not received
well by President Aliyev. On March 7" 2012 Aliyev’s government sent the National Democratic
Institute, a US-backed NGO in Azerbaijan received a letter informing the organization of
“permissible actions” NGOs may undertake in the country and shut down the office in Baku.
These new regulations from the Cabinet of Ministers mandated that any NGO applying to
operate in Azerbaijan must swear to uphold “national spiritual values and not [to] carry out
political or religious propaganda.” In addition, an organization is not permitted to carry out any
work in Nagorno-Karabakh. This is significant because in 2011 almost half of US ODA to
Azerbaijan was humanitarian aid for the thousands of refugees from Nagorno-Karabakh,
channeled through NGOs.”™’ Any US aid is now subject to what may be considered ‘upholding
of national spirit.” The primary channels of aid are stifled by the authoritarian determination the

US is trying to circumvent.

Kazakhstan

US focus in Kazakhstan is on transnational security threats (such as terrorism, WMD
material, and human/drug trafficking), strengthening the role played by society, and maintaining
an open economic environment. The US has shared a close relationship with the Kazakh
government mostly because of its interest in dealing with foreign partners. In February 2012 the
State Department elevated its relationship with Kazakhstan to a “strategic partnership
dialogue.”758 Kazakhstan spans a very large territory with borders in formidable landscapes.
Geographically it is very hard to secure. The Northern border with Russia runs for thousands of
kilometers through the Steppe and is thus very porous. Rather than use of force, Kazakh attempts
to protect the border are dependent on social control and broader regional stability."*

Unfortunately, that stability has increasingly come into question. A 2011 rash of suicide
bombings and attacks on policemen by jihadist group Jund al-Khilafah brought violence right to

the border in the Northeastern Aktobe region as well as in several other parts of the country. Jund

169



al-Khilafah has also carried out attacks on US troops in Afghanistan.”® In April 2012, 47
members and accomplices of the group were tried and sentenced to prison for their involvement
in the October 2011 Atyrau bombings. In August 2012 a gun fight with police brought the arrest
of several alleged terrorists. Since 2005, 300 people have been convicted on terrorist charges in
Kazakhstan.”! While this is in strong support of US objectives, there is evidence Nazarbayev’s
regime is using the threat of terrorism as a means of silencing government criticisms. He legally
expanded the definition of terrorism in January 2013 to “include an ‘ideology of violence’ and
acts and threats aimed at influencing the government, including violence and ‘frightening
people’.”762 The president stated an “increasing radicalization of the population” and a growing
terrorist presence necessitated the change. This mentality has been used to reduce independent
media in the country: in November 2012 the Kazakh General Prosecutor’s Office advised that
the main opposition media should be shut down on grounds of “extremism.”’®® All six versions
of the opposition newspaper and more than 23 associated websites were shut down by the
Kazakh courts.”®* These developments are troubling in light of US goals. All NGO activities are

now also strictly monitored.

Turkmenistan

In Turkmenistan the US’ top concern is strengthening the country’s capacity for
peacekeeping, domestically and regionally. The approach to aid is slightly different in
Turkmenistan with emphasis on “encouraging citizens to play a greater role in society, increasing
access to quality higher education, improving the capacity of the central and local government
civil servants to perform their functions, and promoting private sector development and
economic reforms.”’® Aid is disbursed through the numerous NGOs operating in the country to
carry out individual projects often with little monitoring. The human rights situation in
Turkmenistan is particularly dismal. Freedom House ranked the country “worst of the worst” in
human rights. Freedom of the press, freedom of expression, and also education are all severely
restricted by the government. There are no foreign newspapers, and public discussion of all
domestic issues is government censored. Students are often kept from studying abroad. Any
research or education in “politically sensitive” areas, such as theology, history, or comparative
law, is strictly monitored and actively curtailed. The US has had some success in establishing

Public-Private Partnerships (PPPs), for example the USAID and Chevron partnership brought
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US$1.2 million of additional resources in 2012 for providing accounting reform, outreach to at-
risk youth, as well as business and entrepreneurial education. In addition, the US helps fund the
Turkmen American Scholarship Program for the American University of Central Asia.”®® A new
constitution in 2008 included an “impressive list of individual rights, but emphasized that the
exercise of rights must not violate public order or damage national security.” Unfortunately this
has actually restricted freedoms, as shown by the sentencing of a local journalist for Radio Free
Europe to five years in prison in 2011.7°" Satellites have provided a promising new source of
information, as they can pick up international signals without state censorship.

On the surface there seems to be a relatively thriving NGO network in Turkmenistan.
There are 98 legally operating NGO’s in the country. Of those, only eight are independent from
the government. None of those eight are human or political rights NGOs. Additionally, all
actions by NGOs must be monitored by the government: pre-notifications must be given for
meetings, all moneys received, and spent must be accounted for.”®® By controlling the NGO

sector the Turkmen government easily intersects and moots USAID efforts.

Security Assistance

US military assistance in Central Asia is specifically targeted at US strategy in
Afghanistan. US security assistance to the region spiked dramatically after the terrorist attacks in
2001, falling as attention turned to Iraq, and rising once again in 2007-2008 as the war in
Afghanistan intensified (see Figure 3). This correlation suggests security assistance to the region
is primarily a means of gaining strategic points that provide access into Afghanistan.”®® The
countries of Azerbaijan, Turkmenistan, and Kazakhstan have been key partners for bases,
communications, fly-overs, and most importantly the Northern Distribution Network. ' January
20009, the US began talks with Kazakhstan and Tajikistan about providing an alternative route of
transport to Afghanistan, as shipments travelling through Pakistan were subject to increasing

attack.’"

The region is a natural conduit for information, personnel, and goods between Europe,
Russia, Central Asia, and Afghanistan. Military aid has been focused primarily in Kyrgyzstan,
Tajikistan, and Uzbekistan.””? The Kyrgyz and US governments reportedly agreed on a US$5.5
million training base in Kizyl-Kiya in early 2012. While Uzbekistan has a firm grasp of its
security, US military aid may be “More likely motivations... to enhance its international

standing and gain a geopolitical lever over Russia.”’"® Military aid is given primarily in the form
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of training and equipment. Special force units are often the most effective regional actors in the
region and therefore chosen for neutralizing security threats such as terrorism (a US interest) and
threats to presidential security (of less importance to the US). For example, US trained and
equipped Special Forces have been implicated in the violent 2010 clashes with protesters in
Bishkek and Osh, Kyrgyzstan.”™* A professional reform agenda or plan is absent from the
equipping and training of troops.””® In 2010 Assistant Secretary of State Robert Blake refuted
critics “that this Administration is too focused on the security situation with [Central Asian]
countries and forgets about human rights.” He has maintained a focus on social development
focus for USAID reasserting in 2012 that the “path to progress on [human rights] is more

engagement with these governments, not less.”’"®

US Security Assistance to Central Asia
Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan
in SUS millions
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Figure 3: DATA: Foreign Security Assistance to Central Asia(Kazakhstan, Kyrgyzatan, Tajikistan, Turkmenistan, and
Uzbekistan. (Source: State Department, Office of the Coordinator of U.S. Assistance to Europe and Eurasia, via
Congressional Research Service.)

II1. Russia and China: Changing Aid Strategies in Central Asia
Geographically, Central Asia has always been positioned as an arena for major power

struggles. Russia, the Middle East, Europe, and Asia all have borders on the region. Important in

the 21% century due to the vast energy reserves of their land, Central Asia remains a target for

power struggles and contestation. China and Russia exercise the largest influence in the region
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with the US’ presence increasing since 2001.””" China and Russia have drastically different ties
to the region than the US, yet at the level of international politics and in the interest of tied aid,
some regional objectives among the three are quite similar. All three understand the prospect of a
major energy supplier independent from OPEC is crucial for a diversified world energy market
as traditional forms of fuel become more and more valuable. At the same time the US fears a
Russian or Chinese hegemony in the region would jeopardize the vision of an independent
Central Asia. Aid strategies from the two competing powers, however, are poorly concerted and
dominated by localized interests as much as energy concerns. Looking at the dynamics of inter-
regional aid, some motives and strategies that are obscured by a realist international relations

perspective become recognizable.””®

Russia

The Russian relationship with the countries of Central Asia is particularly complex as
Soviet rule dominated the region for a period of almost 70 years. Initially Russia was
uninterested with the post-Soviet republics, but over time their importance has grown
immensely.”” Since the late 1990’s Russia has attempted to reassert itself as a superpower
regionally and abroad. The early 2000’s brought a shift in Russian foreign policy on both fronts,
partly as a result of the US war in Afghanistan. It began to view domestic security as threatened
by the Central Asian states’®® and sought a more pronounced international role. Russia’s official

. . . : 781
policy states its desire to create a “sphere of influence”’®

in the interest of regional security- a
“security belt.”"®? Such would prevent any unrest to the South from spilling into Russia. Russia’s
International Development Aid (IDA) Concept states its interests will be met by “strengthening
Russia’s international position and credibility; stabilizing [the] socioeconomic and political
situation in the partner countries; establishing a belt of good neighborliness; prevent[ing] the
occurrence of potential focal points of tension and conflict, primarily in the regions neighboring
Russia; [and] creating a favorable external environment for Russia’s own development.” 783
While acknowledging its own underdevelopment, Russia is very concerned with reshaping its
perception in international politics as a true global power. Following this regional approach, and
in stark contrast to the US, Russia typically distributes aid via established multilateral systems.
Institutions like the G8, UN, and IMF channel more than 60% of Russian aid.”®* Several factors

contribute to this system: the inability of Russia to create an effective regional multilateral
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institution, to show self-restraint in asserting its own interests to the international community,
and also as an act of cooperation -perhaps rite of passage- in acting as a donor state within these
global development institutions.”®> Creating a local sphere of influence is at the heart of this new
international reputation as well as state security. The policy is also certain to be perceived as a

threat in some instances to the US and China.

Sphere of Influence

Russia’s number one concern is its domestic security. The 7,000 kilometer border shared
by Russia and Kazakhstan running through the heart of the steppes makes it “practically
impossible to secure and require[ing] better monitoring of clandestine flows down stream.”"®® So
while only Azerbaijan and Kazakhstan share a border with Russia, the entire region is viewed as
a ‘security belt’ from an “increasingly uncertain South.”’®” Russia has made multiple attempts at
creating multilateral organizations within Central Asia. The Collective Security Treaty
Organization, EurAsian Economic Community, and Putin’s new Eurasian Union have all
experienced difficulties establishing economic ties as well as fluctuating membership from the
Central Asian countries.”®® Instead Russia has focused on ties with Kyrgyzstan and Tajikistan.
The fortunate observation from these failures is Central Asian states are clearly interested in
maintaining a certain distance from Russia. Unable to establish the resilient ties of Chinese aid
under the Shanghai Cooperation Organization,”® Russia has sought to capitalize on lingering
historical ties of language and culture. Russia is heavily involved in UNESCO International
Communication Development Programs in Kazakhstan, Kyrgyzstan, and Uzbekistan.”® This
allows Russia to integrate or at the least align communications technologies throughout the
region. Having some of the countries in Central Asia identify as within its sphere of influence is
important for national security and Russia’s reputation as a superpower. Russia states in its IDA
Concept that an established “security belt” would allow it to practice “more liberal” policies

domestically and abroad.’*

China
As opposed to the Russian government, the Chinese are clear in not wanting to be
considered aid donors- as they are still a developing economy- but rather categorize their

assistance as “South- South” cooperation.”*? This allows for a bilateral method of giving aid that
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is mutually beneficial and “hands-free” in terms of concessions. However, similarly to Russia,
China’s interest in Central Asia stems from a desire to maintain control around its borders for
domestic stability within them. China’s top concern is the stability of government rule
throughout its territory. The government has been highly successful at maintaining social control
in spite of its developing economy and questionable methods of social mobilization. The
infamous “One Child Policy” has left a looming legacy. A rapidly aging population will test the
fantastic economic growth China has experienced the last several decades. Prosperities of
economic growth have been unevenly disbursed among class and ethnic lines. This disparity
contributes to unrest in the only region outside Tibet posing a major threat to a peaceful Chinese
state: the Western province of Xinjiang. Violent conflicts have erupted along ethnic and religious
divides between the indigenous Muslim Turkic Uighurs and the Christian Han Chinese. Violence
between the groups erupted in July leaving hundreds dead and thousands wounded in
Xinjiang.793 China’s economic approach to development is also applied domestically.
Unfortunately economic reform in Xinjiang, albeit highly successful,’®* has worsened the
problem as the Han majority is already positioned to capitalize on economic opportunity
widening the wealth gap.”®® Therefore such programs do little to curb unrest by providing
opportunities to youth as was intended. The violence has only strengthened separatist sentiments
among the Uighur community.”*® Moreover, the Chinese are concerned about the possible flow
of drugs into this province through Central Asian borders. The proximity of Central Asia makes
events in Xinjiang a major driver of aid strategy in the region.

Based on its own experience of development and principles of mutually beneficial aid,
China almost always engages in foreign assistance through economic means. The main agent of
Chinese foreign assistance is the Shanghai Cooperation Organization (SCO). It carries out
contracts with Central Asian agents for mostly infrastructural projects that are mutually
beneficial for China.”®’ For example the construction of the Turkmenistan-China gas pipeline is
being funded almost completely with foreign assistance. Such investments further establish
China as a regional financial center. As opposed to the leadership positions of the US and Russia,
China is integrating itself as a regional economic center.
“South-South” Cooperation

China emphasizes its own status as a “developing country” to portray its development

assistance as “South-South cooperation.” As the Chinese government explains in its White Paper

175



on Foreign Aid, it is the largest and most populated developing country, so its foreign
involvement is categorized as “mutual help between developing countries.””®® It is not aid, or
even assistance- though it refer to its strategies as ‘foreign aid policy’- it is cooperation on
mutually beneficial terms. China wants to develop a regional economic structure in which it is
firmly integrated and hopefully a nexus. Development is considered essential; by promoting
social development in Central Asia, China can facilitate the creation of a strong middle class,
expanding its potential markets. Aid from China is subject to the “Eight Principles of Economic
Aid and Technical Assistance to Other Countries,” adopted in 1964:
1. equality and mutual benefit of donor and recipient country have to
be ensured
2. non-interference in internal affairs and respect for the state
sovereignty of the recipient country by not attaching any
conditions to aid
3. interest-free or low-interest loans are dispensed
4. the main purpose of aid is to foster self-reliance of the recipient
country
5. this is ensured by supporting projects that yield quick results in
order to increase revenues and accumulate capital of the recipient
country
6. development projects are carried out with Chinese quality
equipment
7. technological assistance and professional training of local workers
is provided
8. Chinese aid workers implementing the project locally are required

to submit to the local standard of living in the recipient country.”

As part of its effort to present itself as a peer to developing countries, China makes no
demands for political or social change as a precondition for its assistance. The hands-free
approach is attractive for authoritarian rulers with the threat of Arab Spring fresh in their minds.
Any unrest in the region presents a direct security threat to China, as it has the potential to

spread.
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IV. Consideration of Relative Aid Strategies

There are quite a few possibilities for US assistance in Central Asia, with very different
effects. Political and human rights stipulations on US ODA can make it a less favorable option
for leaders like Nazarbayev, Aliyev, and Berdimuhamedow. The fervor of Arab Spring in
neighboring areas and protests within their own borders will only lessen tolerance for the US
blatantly spreading democratization principles. The “hands-off” policies of Russia and China are
much better suited to the current political leadership, especially as they perceive the threat- real
or otherwise- of unrest. However, those policies would likely change if a major security posed
threat to Russia or China. Russia could eventually resort to defending borders militarily if
increasing trends of terrorism and unrest amid government crackdowns continue.

While the US is a powerful player in the region, a lack of follow through on sanctions
renders such measures useless. The US has repeatedly prescribed sanctions and then consistently
had them waivered. Priority has been given to maintaining an influence in the region rather than
upholding goals of increasing democratization and human rights. This has made the US appear
undecided and hypocritical, but also somewhat separate from the EU. Eliminating concessions
on aid is highly unlikely as it is mandated by the OECD and maintains, at least in name, an
agenda of democracy. However, if more subtle avenues of influence are not taken, the human
rights situation will continue to stagnate and likely worsen.

Security concerns will always take priority for Russia and China. The US shares these
concerns, but views them from a different angle. It sees democracy and an open economy as key
to long-term security, rather than authoritarian leadership, which it considers less secure.
Nonetheless, if the US cooperates with Russian and Chinese interests in the security sector it
could possibly hold more clout in issues of human development and democratization. It is a fact
that these interests sometimes clash, but hostility in the region between superpowers would only
undermine the goal of a stable Central Asia. If the Central Asian countries are presented with
options —i.e. the US, Russia and China- they will capitalize on those and diversify their
resources. The availability of US resources is nearly as important as the resources themselves.

US and allied companies- particularly in the energy sector- have proved viable partners in
social development. The Public Private Partnership (PPP) between USAID and Chevron in
Turkmenistan brought an addition US$1.2 million in funds for accounting reform,

business/entrepreneurial education, and outreach to at-risk youth. Similar partnerships have
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occurred in Azerbaijan. These companies often have preexisting ties with the local governments
and communities. They offer a unique source of resources for social development as well as
vectors for important social ideals.

The US could relegate assistance to the region through the EU and multi-lateral
organizations. This would greatly diminish direct US influence, as the EU has been only
marginally successful at establishing ties within the region. However economic relationships
between US allies and Central Asian countries could be fostered with US influence. The EU,
Turkey, or India could all prove dynamic partners for achieving shared goals in Central Asia.

De-linking military aid from need to ‘pay’ governments for involvement in Afghanistan
involves setting up other incentives through trade between the governments. This does have an
increased risk for failure or non-compliance that could have negative effects in Afghanistan.
However, as long as networks are mutually beneficial, it should become self-enforcing. Practical
military assistance will likely continue to be misused if professional reform is not included along
with the training and equipping of Central Asian para-military units.

Continuing to support independent media, such as in Kazakhstan, means there is a higher rate
of access to real information making more informed citizens. Increasing access to satellite dishes
for TV and radio, especially in rural areas, would greatly improve access to independent media.
Not doing so means information is further restricted or censored through state agencies, and

potentially powerful individuals are left misinformed.

V. Conclusion

Though markedly different, the aid strategies of the US, Russia, and China are all
working towards a similar vision. An independent Central Asia means stability in a notoriously
uncertain part of the world, as well as a diverse global energy market that reduces the power of
OPEC. By focusing aid through bilateral channels, the US has flexibility in customizing how aid
is spent but also responsibility in how it is monitored. Currently, the lack of independent NGOs
and social networks severely limits the functionality of US aid. The leaders of these countries are
weary of a strong society in light of the recent protests in the Arab world and within their own
territories. Boldly democratizing reforms will be inhibiting to aid objectives, but subtler
measures will see incremental success. China and Russia are primarily concerned with the

security of their borders. Russia considers its domestic security strongly tied to broader regional
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peace in Central Asia. China is establishing itself as an economic hub for the region, with
carefully picked development projects that benefit China as much as the recipient. Though it
wants to help develop neighboring countries to expand the economy, China will for the
foreseeable future likely retain its hands-free approach in terms of aid concessions. This leaves
the US as the sole super power with interests in the social development crucial for long-term
stability and growth. While the leaders of Central Asia are hesitant of such reform, their desire to
keep a diverse set of interests in their countries gives the US some amount of headway. It is now
the challenge to identify useful strategies and channels of aid into society. Sometimes that means
working with the domestic government- sometimes subtly around. It is clear effectively spending
US aid dollars in the region relies to a large extent on international support of independent

NGOs, grass roots, and budding social networks.
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Chapter Twelve

Central Asian Environmental and Public Health
Threats

By Kimberly Hoang

Abstract

Environmental and public health issues heavily affect the Central Asian countries of
Azerbaijan, Kazakhstan and Turkmenistan. In order for the US to successfully invest in the
stability of the region, the environmental impact and public health realities of these nations need
to be taken into consideration. Environmental and health factors are increasingly significant in
influencing the economy and the population’s human capital. Environmental concern surrounds
the Aral and Caspian Seas in regard to desertification, overfishing and pollution. These pose
health threats and place the regions wild life and economy in danger. Health complications due
to radiation contamination from former Soviet nuclear testing sites remain an issue especially
among youth. HIV and TB are also found to particularly target youth populations. Tobacco
addiction is an additional large cause of death. These health concerns threaten the future vitality
of these societies. With US assistance, guidance and cooperation with regional and international
actors, it is possible to salvage what is left of the Aral Sea, strengthen the sustainability of the
Caspian Sea, and improve the well-being of populations from major health risks. Such US
support will ultimately pave a path for a more secure economic future and stability in the region

both in the environmental and health fields.
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PART I: ENVIRONMENTAL ISSUES

I. Introduction

Serious environmental issues in Central Asia are especially concentrated in the region’s
seas and in the area around the former Soviet nuclear testing site, Semipalatinsk, in northeast
Kazakhstan. The Caspian Sea’s problems include overfishing and pollution, which affects the
economy and ecosystem. The desiccated Aral Sea causes illnesses from salt exposure and loss of
biodiversity due to desertification. Radiation contamination surrounding Semipalatinsk also
produces health risks. Health complications stemming from both the Aral Sea and Semipalatinsk
have their highest toll on youth. The environmental declination affects the existence of a strong
economy and labor force by negatively affecting health conditions in the surrounding areas.
These environmental issues complicate US interests by contributing to poor health conditions

which inhibit economic stability.

II. Caspian Sea

The Caspian Sea, located in Central Asia, is bordered by Azerbaijan, Turkmenistan, and
Kazakhstan. It is the world’s largest inland body of water. The sea’s significance stems from
various factors: it provides seafood that allows a healthy diet, it supplies thousands of
employment opportunities in its fisheries sector, and it hosts and exports the world’s largest
supply of sturgeon and caviar. The sea also serves as a mode of transportation for goods and
people among countries in the region, and it has enormous reserves of gas and 0il.2®° This body
of water provides food, money from exports, a mode of transportation and lucrative natural
resources. Therefore, its maintenance is increasingly important in order to ensure that all these
factors thrive.

However, the sea’s conditions continue to deteriorate as environmental abuses like
overfishing continue. One of the many species experiencing significant population depletion is
sturgeon. This causes a severe environmental threat as the Caspian Sea has the highest
population of sturgeon in the world and supports 90% of the world’s caviar industry.®"
However, due to overfishing, the amount of sturgeon caught in the last few decades has
decreased to only a 10% yield of previous levels.?% The fisheries sector is a large source of

economic income and employment in the region and the decrease in fishing threatens the
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livelihood of these fishing populations, placing the region at risk environmentally and
economically.

Pollution is another enormous problem as the extraction, production and transportation of
gas and oil across the Caspian threatens the sea. There are approximately 70-80 billion barrels of
recoverable oil and more than 35, 000 million cubic meters of gas in the greater Caspian Sea
Basin. The daily extraction and transportation of these resources through the sea is the major
cause of pollution, with emissions from ships crossing the sea contributing to the problem.
Additionally, pollution from cities and industries flow into rivers, which trace their way to the
sea. It is estimated that more than one billion cubic meters of chemical, industrial and household
wastewater is released into the Caspian Sea annually.®® This pollutes the seawater and
diminishes oxygen levels, putting more than 400 sea species at risk, including sturgeons.®**
While not a lot of effort has been done to reduce the oil pollution in the sea, there have been
programs to attempt to reduce waste.

The environmental impacts of accidents related to pollution in the sea are immensely
more serious than those that occur on land because the damages spread to affect the entire water
body. As the Caspian Sea is a closed body of water, there are no outlets for pollution to leave and
they remain stagnant in its waters. The suffering of the ecosystem is worrisome since the sea
holds hundreds of species of fauna and flora that cannot be found anywhere else in the world. It
has more than 500 types of plants and 854 kinds of fish.®% The destruction of any part is
detrimental to the region. Ecological security is also important to consider, particularly in the
transportation and exploitation of energy resources. It is essential to maintain the equilibrium
between the growth of oil and gas production and the revitalization of the region’s ecology.806
Such a balance will foster ecological security and help the economy.

Attention should be given to help the ecology of the Caspian Sea. A stable surgeon
population for the fisheries sector would help maintain income levels and employment rates.
Reducing pollution would additionally aid in strengthening one of the world’s unique
repositories of biodiversity. It is in US interest to help achieve and maintain a healthy ecosystem

for the Caspian Sea as its condition affects the stability of the economy.
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II1. Aral Sea

The Aral Sea, which is located east of the Caspian Sea and is included in portions of
Kazakhstan and Uzbekistan, was once the fourth largest sea in the world. It was the center of a
great ecosystem and contained a diverse wildlife that had a prosperous local fishery. However,
today it is one of the world’s worst environmental catastrophes. The sea has two main feeder
rivers, which are the Amu Darya River and the Syr Darya River. The irrigation system during
Soviet rule diverted these feeder rivers in order to water nearby cotton fields. As a result, the sea
has depleted greatly in size. Since 1960, it has suffered a loss of more than half of its surface area
and approximately 75% of its volume. The Amu and Syr Rivers, have also diminished in size
from being diverted for different purposes on their flow through three other countries:
Kyrgyzstan, Tajikistan and Turkmenistan. Therefore, the sea’s deterioration has causes not only
from the countries that it borders, but also the countries of which its feeder rivers flow
through.®”’

As a whole, the toll that the sea has on the region is widespread. Biodiversity has
diminished and a number of fish species are now extinct. Human populations struggle with the
lack of fresh water sources. The former sea bed and nearby lands are now a saline desert. The
desertification has affected and area of four hundred thousand square kilometers, encompassing
the homes of about four million people.®® Salt accumulation has led to the degradation of once
arable land, where now nothing will grow.®%® Presently, the sea is separated into two bodies of
water. In the north is the “Small Aral Sea” and in the south is the “Large Aral Sea.” There is a
river that connects the two bodies of water. There have been efforts to restore the Small Aral
Sea.™? In 2005, a dyke funded by the WB was built. It separates the northern and southern part
of the sea. It is advantageous to the northern area, the Kazakh side, as it reduces environmental
damage. On the other hand, the southern part, which is the Uzbek side, does not receive the same
benefits.®** As a result of the sea’s shrinking and loss of fishery, tens of thousands of individuals
lost their jobs causing negative impacts on the country’s economy.812

The disadvantages of the Aral Sea’s degradation are apparent in the serious public health
problems among the communities living in the area. There has been an immense increase in
illnesses connected to the sea’s decimation. Younger age groups are the most affected.®
Therefore, not only is the area devastated with economic loss, but the futures of these societies

look more doubtful because of the sicknesses impacting the youth. Health issues range from high
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levels of vision deficiencies, respiratory problems, throat and esophageal cancer, digestive
disorders from breathing and ingesting the salt in the air and water as well as liver and kidney
illnesses.?** Addressing environmental issues of the Aral Sea is important to alleviate the public
health impacts on youth populations. They will be healthier and will be able to go to school,
work and contribute to the economy and stability if these environmental concerns are addressed.
Many actors have been involved in trying to remedy the Aral Sea catastrophe. The Aral
Sea Foundation strives to help those with a lack of water resources, provides medical institutions
to treat affected populations, and works to create a “green belt” of trees to stop salts and dust
from spreading.®™® The Interstate Council on the Problems of the Aral Sea Basin (ICAS) and the
International Fund of the Aral Sea (IFAS) have also been created as a result of the region’s
countries trying to collaborate to address the issue. The WB, the US Agency for International
Development (USAID) and the European Union (EU) have tried to offer assistance to solve the
water management issue of the sea. It is not likely the sea can be completely restored. However,
it is still possible to rehabilitate some parts of the sea and deltas and help provide health services

for those negatively impacted by the catastrophe.®°

IV. Radiation Contamination

Today, Central Asia must deal with the consequences of poor irrigation decisions made
under Soviet Rule concerning the Aral Sea. The presence of this Soviet legacy is also evident in
Kazakhstan, where Soviet nuclear testing that was conducted has had detrimental affects on the
land and people. The nuclear testing site called Semipalatinsk was built in northeastern part of
the country in 1947. The first test was conducted in 1949 and continued until 1989.8*" Over 450
nuclear tests occurred during this time frame.®'® When it was opened, there were a high number
of farms in the area, around twelve villages and settlements of lesser size around the boundaries.
The effects of nuclear testing were apparent after the first nuclear test in 1949, where in one
village polluted by a radioactive cloud, 90% of its population received doses of radiation of up to
1,400 millisieverts in the first year. For a comparison, the average American is only exposed to
an estimated only 3 millisieverts of background radiation annually.?*® Radioactive clouds
travelled over villages exposing vast populations. The radiation contaminated the people’s air,

food and water.®%°
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The health consequences of radiation are significant. Even though nuclear testing ceased
in 1989, there are some areas of former test sites that are still heavily contaminated.®** The soil
of Semipalatinsk is so saturated that it is categorized as radioactive waste based on international
recommendations for managing radioactive pollution of environmental objects and solid
materials. Russia underestimated the severity of the risks from the radioactive soil.®** The people
who once lived and currently reside in this region demonstrate much higher rates of cancers and
birth defects.??® Studies show that there is a substantially higher risk for cardiovascular disease
among people that live in the Semipalatinsk area compared to those who live elsewhere.®
Particularly, individuals who were children living near the Semipalatinsk test site during nuclear
testing are at an increased risk for thyroid cancer. Radiation exposure to the thyroid gland is
linked to higher risks of thyroid nodules, which is connected to thyroid cancer risks.??> In
general, cancer rates among those living in this eastern Kazakhstan area are 25-30% higher than
average. There is also a higher likelihood of mental deficiencies in the offspring of parents who
were exposed to radiation.®?® Therefore, individuals who are exposed to radiation have passed on
health complications to their children, furthering health issues in the region. Even more, younger
individuals exposed to radiation have had higher death rates related to cardiovascular disease.®’
Younger generations experience the most detrimental health effects in regards to illnesses caused
by the Aral Sea and radiation exposure. More time and care must be invested in ensuring their
health, as they are the future of the countries of the Caspian region. A generation of healthy
young people is necessary to build a stronger work force, better human capital, economic growth
and general stability.

Currently, research on the effects of nuclear testing, health and social services are
available to local residents. Their studies have concluded that radiation exposure has had a large
negative influence on the health of populations.®?® More organizations that offer these services,
like Iris and the Scientific Institute of Radiation Medicine and Ecology, are needed in

Semipalatinsk.

V. Policy Considerations

The US can help the environmental situation in Central Asia through considering
available policy options. Providing more assistance to Central Asian governments to execute

better waste and water management systems for the Aral and Caspian Sea would be most
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advantageous. Also, research and health services groups that assist those affected by radiation

exposure are greatly needed to alleviate health burdens.

VI. Conclusion

Environmental concerns in the Caspian region greatly affect the stability of Central Asia.
Significantly, youth populations are disproportionately affected by environmental and health
consequences of the Aral Sea and radiation contamination, threatening the future of the region.
Investment in youth is an investment in the future. Demonstrating that the US is not only
interested in investing in natural resources, but also the general well-being of populations in the
region can further strengthen its relations with Central Asian countries. Efforts established to
protect the Caspian Sea would also protect the economy, as the fisheries sector provides
employment. Positive environmental actions are necessary to enhance the overall stability of the

region.

PART II: PUBLIC HEALTH ISSUES

I. Introduction

Three major public health issues in Central Asia include tobacco addiction, the Human
Immunodeficiency Virus (HIV) epidemic and Tuberculosis (TB). Tobacco affects smokers and
non-smokers due to second hand smoke. Ilinesses related to tobacco use account for a large part
of deaths in the region. Also, TB and HIV present serious health complications when individuals
have co-infection. The most vulnerable populations are women and children. These problems
affect the Central Asian peoples’ ability to go to school, work, and they create problems for
youth populations, negatively impacting future economic and health security. Such factors

complicate with US interests in fostering stability in the region.

I1. Tobacco Addiction

Tobacco addiction in Central Asia is an area of concern that needs to be recognized and
treated as it threatens the human capital of the region and the ability of Central Asians to go to
work and school. More than half of all non-communicable deaths in all Kazakhstan,

Turkmenistan and Azerbaijan are due to cardiovascular diseases (CVD), which are caused by
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behaviors such as tobacco use. In Azerbaijan alone, approximately 85% of all deaths come from
non-communicable diseases and 55% of them are cardiovascular diseases. In Kazakhstan, about
78% of all deaths are due to non-communicable diseases and 53% of these deaths stem from
cardiovascular diseases. In Turkmenistan, 73% of all deaths are from non-communicable
diseases and 52% come from cardiovascular diseases.®?® The high rates of tobacco and CVD
related deaths include coronary heart disease and stroke.®*® Tobacco users are twice as likely to
have a stroke and are two to four times more likely to acquire coronary heart diseases than non-
tobacco users.®*! Non-tobacco users are at risk, too, if they are exposed to second hand smoke.
Second hand smoke leads lung cancer and heart diseases. In Azerbaijan and Kazakhstan many
areas are still smoke friendly, which allows second hand smoke to affect the health of non-

smokers. Policies regarding tobacco use differ among the Central Asian countries.

Kazakhstan

Tobacco use plagues the population in Kazakhstan. According to the Kazakhstan
government, currently 52.2% of the male population smokes tobacco products. Conversely, only
9.6% of women smoke. While the percentage of the population that smokes on a daily basis
lessens, 38.7% of males and 5.8% of women, it is apparent that a substantial portion of the
country consumes tobacco products.®®

In order to protect people from tobacco smoke the Kazakhstan law regulates that certain
environments must be smoke free. These environments include public places such as health-care
facilities, government and educational facilities, indoor offices, pubs and bars. Areas that are not
smoke-free include universities, restaurants and public transport. In order to enforce smoke-free
environments the government issues fines for smoking in designated smoke-free areas. Taxes are
collected from smokers and not establishments.®*®

Treatment for tobacco dependence is available to citizens in the country. Nicotine
products such as patches, gum, lozenge, sprays and inhalers are sold and can be purchased at
pharmacies without prescriptions. However, costs are not covered by the national health
services. In an attempt to support the cessation of smoking, the country has made available a toll-
free telephone line where citizens can call to speak with a live person. This resource is meant to
encourage discussion on the cessation of tobacco use. However, the law does not require that the

toll-free telephone line appear on the package or labeling of tobacco products. While the law
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requires that health warnings be placed on tobacco packages, only 40% of the main display areas
of the packages are legally required to be covered by health warnings both on the front and back.
The government also does not require that the health warnings on tobacco packaging remain
unobstructed in any form. Packages do not include photographs, graphics or descriptions of the
harmful impacts of tobacco on health. Warnings are not mandated to be written in the principal
languages of the country. While adequate and comprehensible health warnings on tobacco
packages are lacking, the government does regulate bans on tobacco advertisements on national
TV and radio, local magazines and newspapers, billboard and in general outdoor advertisements.
Such bans do not exist in the international TV, radio, magazine, newspaper, and Internet
realm.®* In 2010, the Kazakhstani government spent the equivalent of US$475,041 for the year

on banning tobacco ads.?®

Azerbaijan

In Azerbaijan, the only smoke-free environments in the country are health care and
educational facilities. Out of Azerbaijan, Kazakhstan and Turkmenistan, Azerbaijan is the only
country that mandates that the health warnings on packages are written in the principal language
of the country and that these health warnings are not obscured in any form. However, the country

does not have any specific national government objectives on tobacco control 2%

Turkmenistan

Tobacco addiction in Turkmenistan is less threatening than in Kazakhstan. Compared to
Azerbaijan and Kazakhstan there are more regulations protecting citizens from tobacco smoke.
Law mandates all healthcare, educational, governmental facilities, indoor offices, restaurants,
pubs, bars, public transport and all other public areas as smoke-free environments. However,
there is no toll-free telephone help line for citizens to contact for support about tobacco
addiction. Health clinics, primary care facilities, hospitals and offices of health professionals
offer support on ceasing tobacco use, but only partially cover the costs of this support. It is also
not required by law that health warnings written on tobacco products are written in the principle
language of the country. It is also not required that health warnings are not obstructed in anyway.
Even more, health warnings do not include photographs or graphics and do not describe the

negative effects of tobacco consumption on health.
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The extensive use of tobacco consumption in Central Asia has a significant toll on the
health of its citizens. It burdens the populations with illness and death. Even more, it threatens
the health of non-tobacco users as well. The impacts on all men, women and children regardless
if they are tobacco users or not makes it more important to control the situation of tobacco use in
the region.837 Inadequate health impacts an individual’s ability to attend school and work. Both
are factors needed for a strong economy and help ensure future stability. Investing in the people
will help lay the road for these countries that have great potential for prosperous economies due
to their natural resources like oil and gas. A strong foundation of people who are educated and

are capable of work will drive the countries in a successful direction.

III. HIV

Central Asia is experiencing an HIV epidemic that is increasing in severity. It affects the
young generations and populations ability to attend school, work and thus negatively
contributing to human capital. It is growing from high-risk sexual behavior, drug-use, and high-
levels of social stigma that prevents citizens from acquiring preventative treatment and
information. The HIV risk is especially high among teenagers who engage in unsafe
behaviors.®*® Youth who have HIV are commonly not allowed to attend school when their health
status is revealed, and they endure abuse and rejection. This mentality fuels the epidemic even
further. Although the youth are some of the most at risk, health care services are not designed for
adolescence, who are judged and sometimes criminally prosecuted when they try to seek
information and treatment on HIV.%* In the Central Asian region, only 11% of all HIV-
prevention investment concentrates on vulnerable groups. Needle and syringe programs only
reach out to one third of the population who inject drugs.?*°

In addition to adolescents who take part in unsafe behaviors, many HIV issues also
greatly affect pregnant young women who are drug users and more than one million children and
young adults who work or live in the streets. Adolescence is a critical time as drug use
commonly begins during this period. In Central Asia and Eastern Europe combined, there are 3.7
million injecting drug users, which adds up to nearly a fourth of the total drug users in the world.
Also, social stigma is a threatening issue. Studies show that the social stigma that comes with
reaching out for HIV treatment by adults is feared more than the disease itself. Non-adults also

find themselves affected by the stigma attached to HIV. An additional aspect that propels the
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HIV epidemic is injecting drug use in sex work and in the prison systems. As much as up to nine
out of ten users who inject drugs end up in prison during some point in their lives. The prison
systems are filled with risky behaviors that promote the transmission of HIV and other diseases.
These behaviors include sharing injecting supplies, tattooing and piercing. Among prisoners,
HIV cases are 8% higher compared to the normal population.®**

In Turkmenistan, authorities only documented a total of two HIV cases at the end 2010 to
the World Health Organization (WHO) Regional Office for Europe and the European Centre for
Disease Prevention and Control. Besides the report of two HIV cases, Turkmenistan provides
nearly no other data. It is thought that, as a result of the country’s close location to Afghanistan
and the drugs that are transported through Central Asia, the Turkmen population which injects
drugs would be at great risk. Programs for prevention have been implemented in Turkmenistan
with the help of the WHO and the United Nations Children's Fund (UNICEF) but there remains a
need for the implementation of an adequate surveillance system. Unofficial reports suggest a

serious and unacknowledged epidemic is developing.®*?

IV. Tuberculosis

Along with HIV, TB is a fast-growing health problem. Despite the fact that TB is an
illness that is curable and preventable it continues to take many lives. Central Asian countries are
critical areas of concern for Multi-Drug Resistant Tuberculosis (MDR-TB). Rates of this illness
are extremely high in Azerbaijan and Kazakhstan. In general, MDR-TB cases among new TB
cases are 12% higher in all nine post-Soviet countries.?*®

Kazakhstan is one of the top twenty-seven countries with the highest MDR-TB rates
globally. Out of all the new TB cases in the country, 30.3% are multi-drug resistant. For reported
MDR-TB cases at the national level in general, Kazakhstan ranks the fourth highest in the world
with 51.3%. This places Kazakhstan with the highest proportion of new TB cases with MDR-TB.
Within the next few years MDR-TB cases are expected to rise. The higher costs to treat TB in
Kazakhstan complicate the situation. At the moment there are surveillance systems documenting
drug resistance, which is the most constructive method for measuring drug resistance and
observing trends.?*
Azerbaijan is also among the top twenty-seven MDR-TB countries in the world. In

contrast to Kazakhstan, which has 30.3% of MDR-TB cases among new TB cases, Azerbaijan’s
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rate is 22%. In comparison to other countries this is still a high number. In terms of MDR-TB
cases as a whole, as of 2011 in Central Asia, Azerbaijan has the highest rates with 55.8% in
Baku. Baku has a rate of 12.7% for Extensively Drug Resistant Tuberculosis (XDR-TB), which
is the highest in the world.®*®

Furthermore, when people acquire both HIV and TB, the severity of the co-infection is
even more alarming. TB is the leading killer of people with HIV.#* HIV infected persons are 20
to 30 times more likely to acquire active TB than persons who do not have HIV. TB causes a
total of one in four AIDS-related deaths.®*’ What is also concerning is that the most vulnerable
populations who are at risk are children and pregnant women. The risk of HIV transmission is
twice as likely among women and children. As women and children are the pillars of society, and
children are the future of the country, the health risks pertaining to these groups are ever more
significant.?*®

Current international efforts to address TB problems involve WHO. Their current
approach toward addressing the TB issue is through their “Stop TB” strategy that was started in
2006. The program aims to reduce deaths and cases of TB in the world by 2015. In order to
reduce rates, cooperation of Central Asian countries in surveillance and reporting data is strongly
needed. WHO also coordinates with the Stop TB Partnership, who joined with UNAIDS in 2012
to stop HIV/TB deaths. This collaboration has been done to try to to decrease the amount of TB
deaths among HIV infected people by 2015. As Central Asia is a critical area for both diseases
they can benefit from this plan.

V. Policy Considerations

There are several policy considerations concerning public health issues in Central Asia.
The US could encourage educational health campaigns to educate the public about the health
issues and try to reverse the negative stigma associated with HIV and TB. These could include
education on risks of tobacco use and non-smoking advertisements through media. The inclusion
of informative details on HIV and TB and encouragement of the public to seek treatment if
infected would also be effective. The availability of offering guidance in tailoring healthcare
programs toward most vulnerable populations will help target solving the issue. Also,
encouraging countries to report data to the WHO and other international organizations will help

assess the problems and accelerate the progress in reducing the rates of disease.
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VI. Conclusion

HIV and TB cause health issues in the Central Asian region both individually and
through co-infection. In co-infection the health threats heighten. They both have severe negative
impacts on youth and pregnant women. The degradation in the maternal and child health further
highlights the dire need to address both health epidemics that are plaguing the region. US
interests in maintaining a stable Central Asia will have to include investing in the health of its

people in order to ensure better human capital and a stronger, economic and healthier future.

192



Chapter Thirteen

Restrictions on Human Rights in Kazakhstan,
Azerbaijan, and Turkmenistan

Orlaith Duggan

Abstract

The human rights conditions in Kazakhstan, Azerbaijan and Turkmenistan are
characterized by numerous abuses and restrictions. Irregularities in elections, threats to freedom
of assembly, expression, religion, torture, and human trafficking can all be linked to the
authoritarian rule in these Greater Central Asian countries. Civil unrest has led to protests,
causing debate about the potential for an equivalent Arab Spring. This threat to stability and
security affects US interests in society development and resource extraction. The US currently
provides aid to promote media, train lawyers, and support civil society organizations and has the
potential to partner with the EU to promote additional human rights. However, these Greater
Central Asian countries could seek assistance from Russia and China, who do not have human
rights contingencies on aid. The Central Asian states are appeasing the international community
with legislation that serves as an elusive democracy with hopes that the pressure for human
rights will be lessened after the US withdraws from Afghanistan in 2014. The use of soft power
throughout the region will become an increasingly important tool for the US in future
negotiations and will demonstrate the importance of human rights to development in Azerbaijan,

Kazakhstan, and Turkmenistan.

193



194



I. Introduction

Numerous human rights restrictions have been documented in Kazakhstan,
Turkmenistan, and Azerbaijan. The promotion of human rights is a central goal of US foreign
policy. The US’ definition of human rights derives from the US 1948 Universal Declaration of
Human Rights (UDHR), which explains that human rights are inalienable and inherent
fundamental liberties that a person possesses as a human being.®*° The UDHR explains that the
end goal, recognition of these civil liberties for all human beings, is “the foundation of freedom,
justice and peace in the world” as well as the promotions of “social progress and better standards
of life in larger freedom.”®° In Greater Central Asian countries, common mistreatments include:
restrictions on freedom of expression- through press, media, and speech- freedom of assembly,
freedom of religion, freedom from torture, and human trafficking. Corruption at the government
level interferes with implementing polices to properly address these abuses.

Many of these human rights problems can be attributed to the authoritarian practices and
laws of these countries’ leaders. Radio Free Europe sees autocratic rule and weak governance as
a serious threat to the security and stability of Central Asian people.®*! The NGO, Freedom
House states, “The authoritarian temptation poses a threat even in Eurasian countries with recent
histories of dynamic, if erratic, democratic governance.”852 An example of this ‘temptation,’ is
Azerbaijan’s President, Ilham Aliyev, who was deemed the ‘Organized Crime and Corruption
Person of the Year’ by the Organized Crime and Corruption Reporting Project (OCCRP).**
Reports from OCCRP and Radio Free Europe showed evidence from 2012 of “...[President
Aliyev’s family’s] secret ownership stakes in the country’s largest businesses including bank,

"84 Freedom House’s, Freedom in

construction, companies, gold mines, and phone companies.
the World 2013 reported that Azerbaijan and Turkmenistan “...remained some of the world’s
most repressive states.”®>> Kazakhstan was cited as less free’ than last year.®® There is an
intolerance of dissent and a blatant disregard for civil and political rights. Corruption is an
obstacle to social and economic development.

The cycle of oppression and civil unrest creates a similar pattern in Kazakhstan,
Turkmenistan, and Azerbaijan. Authoritarian rulers who want to stay in power regularly utilize
ballot stuffing as a means to win elections.**” Additionally, election and presidential term laws

are frequently changed at the last minute. While citizens respond with protests and journalists
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attempt to report these injustices, both are arrested or detained by the government. During
detainment citizens may be tortured or otherwise abused. People become afraid to act out against
the government, allowing these rulers to maintain their power and leading to the perpetuation of
human rights restrictions. This cycle continually repeats, leading to larger and more serious
forms of public demonstration and resistance. The irregularity of established rules for the
government fosters instability and makes development difficult.

Policy that aims to strengthen human rights in Azerbaijan, Kazakhstan, and Turkmenistan
can provide more stability and security within the region. Stability is favorable to allow for the
successful extraction of resources within these countries, an economically beneficial outcome for
US trading partners and Western Europe. Robert O. Blake, Jr. Assistant Secretary, Bureau of
South and Central Asian Affairs, explains “...we do not see our engagement with Central Asia as
an either-or choice between developing security relationships at the expense of core values like
human rights. Progress on one issue can help reinforce, or create incentives for, progress on other
issues.”®*® Developing security in the region and promoting the values of human rights go hand-
in-hand.

Mandating the improvement of human rights conditions would allow the citizens of
greater Central Asia to have more power to impact their civil society. Focusing on promoting
these fundamental freedoms to improve access to education would benefit scientific research and
improve the extraction of the region’s natural gas and oil resources. Greater economic growth
from improved infrastructure is needed to support a middle class who desires involvement in its
government and economy. Supporting human rights will help these states move beyond the

outdated power and technologies left from the Soviet era and build toward regional autonomy.

II. Elections

The right of citizens to change their government is restricted and inhibited in Kazakhstan,
Azerbaijan, and Turkmenistan. Multi-party elections, with an active opposition, are needed as is
political motivation for these parties to perform well. Leaders and parties will work to satisfy the
public’s needs and demands in order to be voted into office again. Citizens need to be given the
opportunity to vote out inadequate politicians and voice their opposition to laws that they believe

are oppressing their rights.
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In April of 2012, Kazakhstan’s president, Nursultan Nazarbayev won the uncontested
presidential election with over 95% of the vote. The Organization for Security and Cooperation
in Europe (OSCE) concluded the election had “serious irregularities.”®*® In Kazakhstan, the
president controls the legislature, judiciary, as well as local and regional governments.®®°
President Nazarbayev has been in power since 1990 when it was still part of the Soviet Union. In
2000, legislation gave him some official powers for life. In 2007, constitutional amendments
exempted him from terms limits.®*

The irregularities extend beyond Kazakhstan’s presidential elections. Elections
historically have failed to meet democratic standards. In November 2012, President Nazarbayev
decided to dissolve the one-party parliament and announced that elections for a two-party
parliament would take place in January 2012. The OSCE and international observation missions
noted irregularities with:

...numerous instances of seemingly identical signatures on voter lists; cases of ballot box
stuffing; and proxy, multiple, and family voting, primarily caused by continued
deficiencies in poll worker and voter education. Domestic observers reported

significantly inflated turnout numbers, exceeding observed turnout by as much as 21%.%2

The Central Electoral Commission of Kazakhstan removed candidates from party lists and de-
registered parties due to “alleged inaccuracies in their documentation.”® The OSCE also
remarked that, “authorities did not provide ‘the necessary conditions for the conduct of genuinely
pluralistic elections.””®®* The sudden nature of the election announcement did not allow

candidates to properly campaign or prepare themselves.

According to the OSCE, the November 2010 parliamentary elections in Azerbaijan, “did
not meet a number of key standards. ..for democratic elections.”®® Although over 50 political
parties, including opposition parties, participated in the elections, international and domestic
observers found irregularities. Reportedly, the elections held “[a] biased candidate registration
process, constraints on freedom of assembly and expression, a restrictive political environment,
unbalanced media coverage of candidates, and unequal treatment of candidates by
authorities.”®*®The opposition parties were prevented from holding routine party activities,
experienced harassment, and were arbitrarily arrested and detained. Parties that favored the
current regime received more coverage and were awarded more positions. In contrast opposition

parties faced a restrictive campaign environment, with limited campaign days, no opportunity for
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public debates, and minimal television coverage. Azerbaijan’s restrictive political environment
created an unequal playing field for candidates.

Past elections in Turkmenistan’s have also failed to meet international standards.
President Berdymukhamedov has been in power since 2007. In January 2012, a law was adopted
to allow political parties, other than the ruling party, to register for elections. The Institute for
War and Peace Reporting explains that the President is aware that the international community is
watching so he publicizes ‘his ostensibly democratic intentions.”®®” However, the Institute also
says this could be a way to implement change in a gradual and controlled manner.2%® The new
law did not stop President Berdymukhamedov from being reelected president with 97% of the
vote and a 97% voter turnout on February 12, 2012.3%° The OSCE felt competitive voting
conditions were lacking to such a degree that it did not even send an election observation
mission. Issues with the elections included opposition parties not being able to operate within the
country. Article 93 of Turkmenistan’s constitution, “...guarantees the right of political parties to
nominate candidates in conformance with electoral law. No such electoral law exists, however,
which deterred the participation of opposition candidates.”®’® There were other obstacles
involving candidate registration, limitations to campaigning involving freedom of expression,
and an insufficient process for complaints and appeals.®” The laws of Turkmenistan make it hard
for the current ruling party to be challenged, allowing President Berdymukhamedov to maintain
his position as president without opposition. Restrictions involving elections, in these countries,
perpetuate corruption and oppression of rights.

III. Freedom of Assembly

The right of citizens to protest their government or employers is restricted and inhibited
in Kazakhstan, Azerbaijan, and Turkmenistan. Kazakhstan’s laws limit freedom of assembly.
The law defines, “unsanctioned gatherings, public meetings, marches, demonstrations, and
strikes that upset social and political stability” to be national security threats.®’? These vague
procedures make it difficult for meetings and demonstrations to be organized. The process is
further hindered due to authorities turning down applications for demonstrations.

On December 16, 2011, protests in Zhanaozen, Kazakhstan highlighted the neglect of
human rights in the region. Human Rights Watch reported the police opened fire on striking oil

workers, killing twelve®”® and wounding nearly 100.2* The President responded that the police
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were acting within the law. The oil workers had been staging protests over union rights, pay, and
working conditions since May of that year. Seven activists and protesters were imprisoned for
organizing and participating in the protests, but the ones accused claimed they were tortured by
police for confessions.®”

In September of 2012, a human rights group accused oil companies and Kazakhstan’s
government of abusing and repressing oil field workers.®”® The New York Times wrote that
Western energy companies invested in the region had “...brushed off the unrest as characteristic
of the poor management of older, Soviet-style enterprises.”®’ If US investments are to regularly
occur in this region these abuses and restrictions must be properly dealt with. Mihra Rittmann,
Human Rights Watch researcher for Central Asia stated,

It’s risky to partner with a government that intimidates, harasses and jails workers who
stand up for their rights...Companies and governments that are interested in Kazakhstan
because of its oil resources need to be aware of the human rights problems and take steps
to make sure that workers’ rights are respected and avoid abuses.®"®

Kazakhstan’s citizens need stable working environments. The US would prefer to work with
Kazakhstan if its practices are in line with US humanitarian standards. Therefore, encouraging
Kazakstan to improve humanitarian conditions and acting to aid human rights would allow the
US to pursue its economic interests in Kazakhstan without disrespecting its own values.
Rittmann explains, that the US and European countries “should expect [Kazakhstan] to respect
human rights if [Kazakhstan] wants to be respected on the international stage” as a trading
partner.®” In the domestic and international sphere Kazakhstan can only benefit from protecting
human rights as it strengthens its internal work force through respect of worker needs while
additionally strengthening the international community’s approval of their practices.

Facilitating a stable environment is an important goal in Azerbaijan as well. On January
23, 2013, rioting led to clashes between police and protesters in Ismayilli, Azerbaijan. Protestors

chanting “Resign” and “Freedom,”*®°

comments directed at Azerbaijan’s President Illham
Aliyev, were hit with water cannons, tear gas, and rubber bullets by police. As protests escalated,
the city went under lockdown. According to news source, Eurasianet.org, President Aliyev,
“...controls most economic opportunities while steadily restricting civil rights.”881 According to
Al Jazeera’s reports the incident, “...reflected frustration at what some Azeris see as an
overbearing government, corruption and a large divide between rich and poor in the mostly

Muslim Caspian Sea nation of nine million where many lack jobs, money and prospects.”882
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Public unrest is increasing due to poor living conditions. Lack of public voice in government
coupled with the failure of working people to receive return on the country’s economic gains
leaves the population dissatisfied with current practices and without safe channels to express
their needs. The events in Ismayilli triggered further protests in Azerbaijan’s capital, Baku. On
January 25, 2013 over 100 activists gathered to protest President’s Aliyev’s regime with the
same chants of “Freedom.”®® Police eventually stopped the protest and arrested 40
demonstrators. Similar political protests occurred in March and April of 2012, leading to the
imprisonment of peaceful demonstrators.?®* Police often use force to break up these events.
Although Azerbaijan’s laws allow for peaceful assembly if authorities are notified in advance, in
practice the government restricts this right. The government interprets this as a requirement for
preapproval, even though requests are often denied. Rallies are also required to take place in
designated locations, away from city centers.?® Most political parties and NGOs see these
requirements as unconstitutional restrictions.®® The rising civil unrest raises concerns over the
country’s stability for economic investment and hints at the potential for what may be the next
‘Arab Spring’.

Similar to Azerbaijan, the constitution and laws of Turkmenistan allow for freedom of
assembly. In practice the government restricts this right. There are minimal reports of protests in
the region as information on public assembly is limited and censored. Permits from registered
organizations are required for public meetings and demonstrations, however authorities did not
grant a single one in the past year.?®’ The restrictions on freedom of expression and association
provide additional barriers making it difficult to assemble people for public demonstrations.
While citizens are unable to voice their objections to the government, non-state actors such as
NGOs can do little to help with only eight of the 98 NGOs in Turkmenistan recognized as
independent.®®® The restrictions on freedom of assembly in Turkmenistan, Azerbaijan, and

Kazakhstan increases citizen’s resentment and tensions with their governments.

IV. Freedom of Expression

Human Rights Watch considers freedom of expression, “the foundation of every free and
democratic society.” The US’ motivation in promoting human rights shows it has similar ideals.
Freedom of expression is vital for citizens to express their needs and wants as well as to keeping

a government accountable to the needs of its population. Restricting freedom of expression,
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whether through limiting free speech or limiting forms of media, like the internet, TV, or press,
allows abuses, such as failure to compensate worker’s through rights, pay, or unions, to remain
unreported. This inhibits country’s ability to flourish politically and economically because
workers are unable to function at their full capability and investors may look elsewhere to
companies who respect their workers’ rights.

The governments of Kazakhstan, Azerbaijan, and Turkmenistan impose similar
limitations on the freedom of expression. In each case, the government, directly or indirectly,
controls almost all media through subsidies or ownership through officials or family members.
Journalists known for covering anti-government protests or writing critical articles about the
President or government of their respective country’s have been prevented from covering events,
assaulted, arrested, harassed, and even murdered. The governments shut down or attempt to
censor any anti-government publications and outbursts. If elections are contested or alleged to be

‘rigged’ by journalists or citizens, they are sentenced to prison.®®

Media activists are often jailed
for “inciting social discord.”®® Websites are blocked and newspapers and television are often
censored. These governments use these measures as a form of control to stay in power as they
want to maintain their position and continue to reap the economic benefits of the region. When
the public becomes restless and tries to speak out against these repressive conditions, it faces
violent consequences. This fear prevents many citizens from taking action.

Incidents of limitations on expression are frequent in these countries. Shortly after the
incident in Zhanaozen, Kazakhstan, the government began a series of court cases to shut down
independent media outlets and opposition groups.®®* New national security legislation from
January 6, 2012 makes ‘damaging the image of Kazakhstan abroad’ a criminal offence,®? as
demonstrated when opposition activists faced criminal charges after travelling abroad in March
2012 to inform international governmental organizations and foreign governments about the
events in Zhanaozen.®*® Amnesty International objected to the General Prosecutor’s Office’s
citations of ‘extremism’ as a valid explanation for closing down about 40 opposition media
outlets and websites.?** The heavily regulated suppression of media and expression in Greater
Central Asia has hindered political and economic openness as well as social development,

fueling civil unrest.
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V. Freedom of Religion

Freedom of religion is restricted as a means to maintain government control over the
population. Religious groups are therefore unable to use religion as a means to band together to
form an oppositional force against the government. This carries over into restrictions on freedom
of assembly. People are not allowed to practice or voice what they believe, even on a spiritual
level.

In 2011, Kazakhstan imposed a new restrictive law on religion. According to Human
Rights Watch it: “outlaws any practice of religion in association with others without state
permission.”®® The new law has forcibly closed hundreds of small religious groups.>*
Kazakhstan’s Religious Affairs Agency bans groups that violate this law and holds the power to
inspect religious literature,®®” which essentially gives the state control over people’s choice of
religion. These laws display the state’s obvious fear of people having associations outside the
government. The lack of religious choice is something personal that the state has taken away and
is a contributing factor to social unrest.

According to Amnesty International, Kazakhstan’s authorities targeted unregistered
Islamic groups, parties, and organizations, which are banned. Authorities accused these Islamic
groups of bomb explosions, suspected suicide bombings and violent attacks by unidentified
groups throughout the country.®® At least 35 people have been killed in these incidents. Human
rights groups claim the government has used these attacks to tighten their control over religious
groups.®®

Azerbaijan has tightened its control on limitations to freedom of religion. Police are
known to raid private homes on a religious basis. Human Rights Watch states that in December
2011, President Aliyev created legislative amendments that criminalized the illegal creation,
distribution, and import of religious literature not approved by the state.*®® A new criminal code
has been established to punish groups, founded under the guise of religion, who operate to
“undermine social order.”®" This is a preventative measure to ensure no religious groups are
able to form that might protest the government.

Religious groups in Turkmenistan must be registered with the government. Unregistered
groups are not allowed, but religious communities have not been able to register for years.®*? The
government is also able to inspect religious literature and has banned religious ceremonies in

government facilities.”® Unregistered groups have been fined, raided, or detained. Those
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engaging in religious activity, or publishing religious works without state approval, have been
put in jail. Jehovah’s Witnesses have also been imprisoned as conscientious objectors. Religious

oppression is continually used as a tool to control citizens of countries in Greater Central Asia.

VI. Torture

Torture has been used to extract confessions and punish detainees and prisoners in
Central Asian countries. Torture is an assault on the dignity and welfare of a human being.
Despite attention from the UN and NGOs, this treatment is still used as a method of
psychological pressure and physical punishment.

Courts in Kazakhstan usually ignore defendant’s allegations that officials obtained
confessions through torture.®** The UN Human Rights Committee commented on Kazakhstan’s
lack of “progress in eliminating torture and questioned the political will of the authorities to
fulfill their commitment."®* There have been reports of abuse, primarily beatings, from

906

detainees and prisoners.”™” Kazakhstan’s law prohibits torture, but human rights activists state

that their definition of torture is too vague and does not meet UN standards.*"’

In Azerbaijan, domestic human rights monitors reported that 169 people in custody were
tortured or abused in 2011 and 136 people in 2010. In 2011, nine individuals died in custody. °*®
Activists detained after protests in March and April of 2012 spoke of severe beatings and threats
of rape during their arrest and while in custody.”® Amnesty International remarks that these
allegations have not been properly investigated.

Authorities rarely carry out investigations into allegations of torture in Turkmenistan.
There have been reports of torture and other ill treatment of human rights activists, journalists,
and religious minorities. These abuses are carried out by police, officers of the Ministry of
National Security and prison personnel.?'® There have also been reports of hazing and abuse
within the military. Turkmenistan’s Independent Lawyers Association and the Turkmen
Initiative for Human Rights submitted a report to the UN Committee Against Torture, in which
inmates in temporary holding facilities were reportedly beaten or raped by staff. The report
stated, “...every second person [in the facility] was exposed to varying types of abusive
treatment and torture.”®** Torture is an inhumane and inadequate method for the extraction of
information as well as a violation of human dignity. This treatment led to increased attempts of

suicide in the facility.
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VII. Human Trafficking

Human Trafficking is a concern along the borders of Greater Central Asian. Hundreds of
adults and children are trafficked each year throughout these countries for the use of forced labor
and sexual slavery. In the first seven months of 2012, 107 individuals were trafficked in
Kazakhstan.*'? Since 2006, Azerbaijan has had 484 cases of human trafficking.”™ International
organizations in Turkmenistan estimate 10 to 25 victims of human trafficking returned to
Turkmenistan each month in 2012.°** Rural poverty provides the conditions which allow for
coercion into this modern day form of slavery. Human trafficking continues to increase as it is a
lucrative business for illicit economies.**

Kazakhstan, Azerbaijan and Turkmenistan were all placed on the Tier 2 Watch List.
According to the 2012 Trafficking in Persons Report, all three countries do not “...fully comply
with the minimum standards for the elimination of trafficking."**® However, each country is
improving efforts to crackdown on trafficking. Azerbaijan has increased funding and legislation
for protection services. Kazakhstan has trained more law enforcement officials. In 2012, the
OSCE was allowed to hold seminars discussing how to reduce trafficking, how to recognize
cases of abuse and held discussions about legal assistance and reintegration programs for
victims.”” Turkmenistan has convicted traffickers and supported NGO shelters. Overall, more

needs to be done to protect victims.

VIIL. Policy Considerations

The US sees itself as a promoter and instiller of human rights. However, direct
interference in these countries or enforcement of these rights would be overstepping sovereign
boundaries. It is in US interests to engage these Central Asian countries at all levels, from the

government, society, and the populace,®

in efforts to improve and promote human rights
throughout the region. Promoting human rights ideals and values will make relations between the
US and these countries more cohesive and will help build relations with this region.

Currently, the US promotes human rights in the region through aid. The US seeks to
provide support for freedom of expression and promotion of mass media. In 2011 the US
assisted Kazakhstan with independent media production grants.”® In 2012, the US continued to
promote mass media by providing funding for a satellite news exchange project that allowed

more private television channels to increase locally-produced content in Kazakhstan in hopes of
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promoting more objective news coverage.’?® In Azerbaijan, the US has assisted with increasing
media forums, such as blogs, to discuss social issues.??* This increases the availability of
environments for free expression.

Judicial reform is expanding by educating candidates, justices, and attorneys in
universities and court systems in the region. %2 This provides a better understanding of rights and
drafting laws. Support has been given to civil society organizations (CSOs). CSOs help build
partnerships with the government and growth for civil society.?*® The US has also continued
monitoring the enactment of the National Human Rights Action Plan for 2009-2012 which
focuses on improving legislation and law enforcement in Kazakhstan.?®* The US promotes
democracy commission programs in Turkmenistan; working with counterparts to bring
legislation into compliance with international legal norms.®

In the past, the US has placed aid restrictions on countries that do not respect human

926 Radio Free Europe suggests, “The West should offer pragmatic aid but be wary of

rights.
providing security tools that might be turned against domestic protesters.”*?’ From Radio Free
Europe’s perspective, these authoritarian governments could use this aid for their own purposes,
while further constraining human rights.

The European Union (EU) is both a partner to the US and a large promoter and supporter
of human rights. Promotion of human rights could be leverage with these Central Asia countries
because the regimes “are interested in having good links with Europe beyond the growing trade
relationship.”®? In the past, the EU has organized human rights dialogues with countries in the
region.”®® The European Parliament also passed resolutions condemning incidents of restrictions
of human rights in these countries.”*°

Issues in promoting rights for the EU have arisen as “Russia and China do not share
Europe’s view... [and they] have criticized Western policies in Central Asia, denouncing
interference in internal affairs in the name of human rights and democracy promotion.”931 This
promotion is seen as interfering with a country’s autonomy. However, Russia and China are
known for their human rights abuses. The promotion of human rights is an international
responsibility. If the US is to uphold its claim that people inherently possess these rights, they
must stand against abuses. The Europe-Central Asia Monitoring also considers the emphasis on
human rights to be challenging due to “...the authoritarian nature of the Central Asian

59932

regimes. Despite the EU’s positive stance, it is not always rigid about its promotion of human
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rights. “The European desire to diversify gas export routes in order to reduce its dependence on
Russia has led to a relaxation of EU human rights pressure on Turkmenistan”.**® A balance needs
to be determined with rights promotion and resource needs.

One obstacle for the US in promoting human rights is the Central Asian concern that
human rights are seen as a ‘vehicle for Western interests.”*** NGOs that receive foreign funding
are labeled as ‘foreign agents’ in order to provoke public hostility against them.® Promoting
human rights is sometimes interpreted as a new form of imperialism. Therefore, rights need to be
implemented without seeming threatening to the Central Asian regimes. To please the
international community and deter human rights promotion these authoritarian countries create
the illusion of democracy. The Institute on War and Peace Reporting commented that legislation
in Turkmenistan “...is no more than window-dressing to impress the international
community.”* The US should not be fooled into thinking that, because legislation appears
democratic, it is actually democratic in practice. Economic growth in countries such as Russia,
Azerbaijan, and Kazakhstan has led to “...increased repression against civil society, and
appeared to reinforce the indifference of state authorities towards the recommendations of
international human rights bodies.”**" More wealth in these countries motivates leaders to keep
the wealth among themselves, rather than spreading it throughout civil society, contributing to
the repression of rights.

The Greater Central Asian countries question US intentions in the region. As the non-
profit, Asia Society explains,

Because US engagement in the region is perceived to have an expiration date—the
looming withdrawal of US troops from Afghanistan—Central Asian governments feel
that they can be excused for treating the American presence as a temporary phenomenon,
one to be exploited for financial and geopolitical gain but not to be taken too seriously on
matters of governance and human rights.®

The US needs to show that it wants its relationships with Greater Central Asia to extend beyond
2014 and that US intentions in the region extend beyond self-interests in Afghanistan. Radio
Free Europe points out that ““... Western interest in helping Central Asia [after the pullout from
Afghanistan] will increasingly depend on whether freedoms expand and human dignity is

respected.”®® The US’ efforts to enforce human rights need to be taken seriously.
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IX. Conclusion

Values in the US and these Greater Central Asian countries may currently conflict and
democracy may not be the desired government for these countries. Additionally, citizens may not
even see democracy as the answer to their problems. However, right now democracy is the most
effective choice of government to relieve oppression and bring effective change.

The US sees the OSCE as a ‘democracy promoter.”*** Therefore, further partnership and
support of the OSCE would be beneficial as it would increase the US’ partnership with Europe in
the promotion of human rights. Also, improving the relationship between Central Asia and
Europe can only benefit the US since Europe is one of the US’ strongest allies and trading
partners. Strengthened ties between the EU and these countries will likely strengthen US
relations with the region as well. However, the US needs to find a balance between economic
and resource interests and the desire to promote human rights.

Elections in Greater Central Asia are another point of difficulty. While the US wants
stability within the region, acknowledging these leaders, despite irregularities within elections,
legitimizes the corrupt leaders and undemaocratic elections. The restrictive acts of these
country’s leaders clearly contribute to the cycle of oppression of citizen’s rights. While these
current leaders are in power, the US needs to maintain its soft power influence and generally
good relations. The region’s leaders need to be in an open dialogue with the US about these
issues and should be encouraged to pursue reforms. The adoption of human rights needs to come
from the clear practice of laws by these leaders as well as be acknowledged and valued by the
citizens. Through soft power, when and if a power shift occurs, the US will already have its
influence and values in place.

There is debate over whether or not events similar to the Arab Spring will occur within
this region. With recent antigovernment protests, particularly in Azerbaijan, the US should not
disregard the chance of revolution. The US needs to be prepared for such events. The people of
this region are tired of being oppressed and not having a voice in their government. US needs to
continue to promote human rights and democratic values through soft power in case of a regime
change.

The US cannot simply put trade or policy sanction on these countries because they will
just turn to Russia or China whose foreign policy has less of an emphasis and rhetoric on human

rights.®** Ignoring these abuses is not an option either. If the US continues relations, trade,
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investment, and extraction within this region amidst protests, freedom of expression limitations,

corrupt elections, torture, and trafficking; it is only fueling the restrictive practices and process.
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Chapter Fourteen

Refining Education

US role in restoring the education systems of Kazakhstan, Azerbaijan, and
Turkmenistan

Katherine MacDonald

Abstract

After the collapse of the USSR, the Caspian littoral states of Azerbaijan, Kazakhstan, and
Turkmenistan worked to reclaim and rebuild their education systems. However, these countries
have yet to bring their academic institutions up to contemporary standards. As a result students’
knowledge base and job prospects have suffered, burdening countries which already suffer from
high rates of unemployment and poverty. The inability to provide workers to fill key technical
positions compromises the capacity of these countries to effectively, independently, utilize and
market natural resource wealth. If these countries are to achieve the progressive social,
economic, and political conditions desired by the US, greater educational reforms are needed.
Currently, all three nations face particular difficulty in achieving high standards of curriculum
development and provision, teacher training, and school maintenance. Investment in these
sectors could be fostered through US provision of conditional funding, personnel expertise, and

supplementary programming.
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I. Introduction

For 74 years, education across Greater Central Asia was centrally planned by communist
authorities in Moscow. The Soviet education system dramatically increased literacy among the
population; however it failed to promote the rise of a regional intellectual and professional class.
Upon the collapse of the USSR, central Soviet control of the education system ended and new
leaders worked to create independent ministries of education. In the 22 years since
independence, the former communist republics have now each fostered a generation of youth
whose academic studies have been fully provided by the new states. However, these countries
have struggled to bring academic programming and infrastructure up to modern standards and
gaps persist in all levels of education.

Despite massive oil and natural gas wealth, the Republics of Azerbaijan, Kazakhstan, and
Turkmenistan are among these struggling former Soviet states. Evaluating the successes and
pitfalls of these respective education systems and identifying areas for potential US assistance, is
crucial to US regional objectives of promoting stability and national prosperity. As Azerbaijan,
Kazakhstan, and Turkmenistan are located in a strategic geo-political region and possess the
potential to become energy powerhouses, the ability of their educational system to promote
human capital is directly tied to Greater Central Asia’s overall social stability and potential for
future economic growth, including the development of energy resources.

US assistance to international education generally focuses on secondary and post-
secondary schooling. However, deficiencies in pre-primary and primary education also mandate
examination. Problems in these formative years of schooling prevent students from adequately
achieving a foundation from which to build their knowledge and future academic pursuits.>*?
Thus, in the struggle to provide Central Asian students with the technical and professional skills
necessary to participate in the job market, effective US support could be distributed through a
widespread approach addressing deficiencies in the curriculum, quality of teaching, and physical

academic infrastructure in all grade levels.

II. Strategic Importance of Education

With populations living and learning at the cultural, political, and economic intersection

of Chinese, Near Eastern, and Russian spheres of influence, education in Azerbaijan,

210



Kazakhstan, and Turkmenistan takes on critical importance for the US government. If the youth
of these countries are provided quality academic training, building a capacity for innovation,
democratic values, critical thinking, and technical skill, they will have the power to affect
positive change within their countries and regionally. Well-educated youth who are adequately
prepared to enter a modern workforce are foundational to the stable, productive societies
necessary to promote democratic institutions, economic diversification, prosperity, and foster the
next generation of leaders. Alternatively, a lack of sufficient educational opportunities leads to
an inability to advance personal and national welfare, conditions which correlate with
dissatisfaction among youth and society at large.

The world was reminded of the power of disaffected youth to catalyze and mobilize
instability during the 2010-2011 uprisings in the Arab world and potential for comparable
movements also exists in Azerbaijan, Kazakhstan, and Turkmenistan. All three nations have
relatively high unemployment and numbers of youth, which poses a threat to social stability
within and outside national borders. Enthusiasm for revolt could spread to neighboring republics
or Afghanistan, which has similar economic and demographic pressures. Currently, Azerbaijan’s
youth are 23% of the population, face 14% unemployment in ages 14-24, and endure conditions
that push 11% of the population under the poverty line.**® In Kazakhstan, youth form 21% of the
population and experience 15% unemployment. *** However, they have benefited from
improving conditions, wherein only 8% of the population lives under the poverty line compared
to 35% in 1999. %> Most at risk for unrest, Turkmenistan was ranked 109™ out of 177 countries
in the United Nations Development Program (UNDP) Human Development Index (HDI), with
30% of the population under the poverty line.**® Widespread poverty is exacerbated by 60%

unemployment,®’ 948

which leaves youth (over 40% of the population®™) with little prospect for the
future.

Providing physical academic infrastructure and developing quality educational
programming that responds to gaps in the national workforce is crucial to alleviating youth
dissatisfaction and impending social instability. Thus, monitoring and evaluating the reality of
these educational institutions, in addition to exploring new ways to support students in
Azerbaijan, Kazakhstan, and Turkmenistan is critical to advancing the US Department of State
goals of aiding regional stability, welfare, and economic growth.?*® %% %! |mproving education

in these countries is not a panacea. However, it can equip students with the skills and technical
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expertise necessary to gain professional positions, especially in the IT, energy, and management
sectors.®® If the education system continues on its current path, skilled and professional
positions will be filled by foreigners, which is contrary to US regional objectives of building a
strong independent capacity for leadership and resource management. Additionally, developing
a highly educated population is likely to increase potential for future economic innovation and
diversification, leading to key US hopes for the region including job growth, greater national

welfare and increased overall stability.

I11. Azerbaijan

Recent History and Context of Education

While educational opportunities in Azerbaijan have existed for centuries through the
Islamic madrasah system, participation in academics did not become widespread until the
territory’s inclusion in the USSR. The communist controlled education system achieved near
universal literacy and built thousands of academic institutions, using Azeri as the primary
language of instruction.®®® In 1991, full responsibility for the education system was turned over
to the Azerbaijani Ministry of Education, with the Cabinet of Ministers implementing
educational legislation and overall strategy.®*

Except for the elimination of Communist ideological content and re-introduction of
religious lessons, few significant changes were made to the education system immediately
following independence. Emphasis remained on lectures, rote memorization, and recitation.**®
Azerbaijan has since struggled to keep pace with international educational achievement. In the
Operation for Economic Co-Operation and Development’s (OECD) 2006 Programme for
International Student Assessment (PISA) Azerbaijan took the third lowest rankings in student
performance for math and science out of 54 countries.”® This is problematic in light of
Azerbaijan’s desire to increase the number of trained experts in the fields of science, technology,

and pedagogy.

Structure, Successes, and Challenges in the Education System
Compulsory education in Azerbaijan is divided into four levels: pre-primary, primary,
which comprises grades 1-4; basic secondary, which includes grades 5-9, and secondary which

includes grades 10-11.%°" However, an 11 year program does not easily allow students to transfer
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to Russian and European universities, which are typically based on 12 years of compulsory
education. To remedy this problem, in 2012 Azerbaijan announced it would instigate 12 years of
compulsory education by 2020.%®

Despite a general consensus among education advocates that pre-primary education

builds an important base for future academic pursuits,”®

pre-primary school is not mandatory in
Azerbaijan.*®® Therefore, little has been invested in up-keep of pre-primary facilities and
improvement of curriculum. Currently, 70% of Azerbaijani pre-primary schools are housed in
buildings which were not designed for education and 65% need renovation.®* In light of these
problems, parents have questioned the merit of pre-primary school and only 20% of eligible
children attend these programs.®®®

While pre-primary education has been neglected, there has been a push to improve the
physical conditions of primary and secondary schools. By 2007, the government of Azerbaijan
had built 170 new schools, repaired 630 secondary schools, and worked to improve student
access to IT resources. But, physical infrastructure is not the only aspect of education in need of
restoration and mounting problems have strained the state budget. The Azerbaijani education
system generally lacks adequate financial resources, with only 2.8% of national GDP devoted to
education, which is low compared to other developed nations.”®® Resulting budget shortfalls have
left important areas of education, such as textbooks, underfunded. As of 2003, only 70% of
primary school students received free textbooks and all children in grades 5-11 must purchase
their books, which is problematic given high rates of poverty in both rural and urban areas.”®*
Additionally, textbooks are usually outdated, hurting students’ ability to gain the information
needed to form a contemporary understanding of science and global societies. Low salaries for
teachers also contribute to a decline in the quality of education. Lack of compensation and
recognition results in few high achieving students being attracted to the profession and many
current teachers seek second jobs, diverting their attention from the classroom.?®® A 2004 study
commissioned by the Asian Development Bank (ADB) found that the majority of teachers in
Azerbaijan were unqualified or under-qualified.*®® Lacking social or monetary incentives to
provide high quality instruction and support, many teachers have begun to charge students fees
for tutoring or extra help, exacerbating the income inequality that plagues the education system

and threatens social equity and stability at large.*®’
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Sharp socio-economic divisions within the population, caused by the relative success of
Azerbaijan’s energy industry, have led to stratified access to educational opportunities.968
Students from low-income families have difficulty affording school fees, textbooks, and extra
tutoring, which impairs their ability to perform competitively and may provide incentive to drop-
out of school early to work.*®® Social pressures on poor students, such as bullying and hostile
attitudes from teachers, are also reported to be prevalent.””® Socio-economic divisions often
correlate with a rural-urban divide, with better paying jobs, better educational funding, and better
quality teaching in urban areas. Sub-standard educational opportunities in rural areas are likely to
stall economic growth and increase the likelihood of social unrest.

The children of refugees and internally displaced persons (IDP) in Azerbaijan have been
hardest hit by shortfalls in educational funding and academic infrastructure, due to their limited
means, volatile social situation, and language barriers. Azerbaijan is estimated to have one of the
largest IDP and refugee populations in the world (the majority of whom were displaced during

the conflict over Nagorno-Karabakh and Chechnya).’™

A new policy enacted in 2011, which
works in collaboration with the UNHCR, has sought to address difficulties IDP and refugee
children face in the education system by placing Russian-speaking children in Russian language
schools in Baku. Plans are still being made for children who do not speak Russian, including
those from Afghanistan, Iran, and Irag.*”? Improving opportunities for these vulnerable
populations to advance personal welfare is crucial to promoting overall peace and prosperity.

Socio-economic barriers to education extend beyond compulsory education in
Azerbaijan. Consistently, students from poor, rural areas are less likely to attend institutions of
higher learning. According to a 2009 analysis of Azerbaijani higher education published in the
Central Asia-Caucus Institute Analyst, university admission rates in urban areas such as Baku
and Surngait were close to 42%, while admission in rural districts like Aghsu and Saatli was
between 16-19%.°"3

Public institutions of higher learning in Azerbaijan are tightly controlled by the state and
have seen little change since independence. Specifically, the state continues to directly control
the admissions process and entrance requirements. °’* Under this system 64% of applicants are
not accepted.”” In of 2008, Azerbaijani universities had the lowest gross enrollment rates in the

former Soviet bloc.””® As such, many students have chosen to study abroad and in recent years

214



Azerbaijan has become the site of competition among international universities, vying for

Azerbaijani student interest.%’"97897

Current Debates in Education: The Role of Religion

Of late, the Azerbaijani education system has been the scene of a heated debate between
some Islamic communities and the state. Due to the potential for escalating tensions and the
involvement of international players, it is crucial that the US remain aware of the progression of
this discourse. Struggles began two years ago when authorities in Baku introduced a uniform for
secondary schools with the stated intent of equalizing students.”®® But, the new policy has
angered some Islamic groups and community members as the strictly implemented uniform
prohibits girls from wearing hijab by not including a head covering.*®* In December 2011
protests were held in opposition to the unofficial ban during which many accused the
government of “Islamophobia” and violating religious freedom. Strong responses regarding the
ban were seen from Iran, where the Grand Ayatollah Naser Makarem Shirazi condemned the ban
calling it “anti-Islamic.”* The struggle to define the boundaries of religious expression in the
education system is likely to continue and escalate as the government negotiates its position with

religion in the wider sphere.

IV. Kazakhstan

Recent History and Context of Education

As the majority of Kazakhstan’s population led a nomadic lifestyle prior to forced
collectivization under the Soviet Union, few permanent educational institutions existed in the
pre-Soviet era. Education infrastructure was later developed almost entirely by communist
authorities. The independent Ministry of Education and Sciences (MES) has since struggled to
reinvent the education system.*® From 1991-1995, Kazakhstan saw an 11% drop in overall
enrollment, a possible result of post-independence socio-economic disruption.®®* Since this time,
the education system has made continuous improvements and educational reform has become
more systematic.®®® However, education in the country has not transitioned from the Soviet
model, which some see as an impediment to progress. In 2012 Irinia Smornova, Head of the Ar-
Namys Association for the Protection of Teachers, said “We’re talking about [an era of]

globalization but [today’s] schools are almost exact copies of Soviet schools...in both
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methodology and authoritarian management style.”*® Ratings from organizations monitoring
international education also signal that Kazakhstan has failed to sufficiently upgrade their

system. The nation scored 59" out of 65 countries in the most recent OECD PISA.%’

Structure, Successes and Challenges in the Education System

Mirroring Azerbaijan’s education structure, the Kazakhstani education system is
separated into four stages: pre-primary (1-6 years old), primary (grades 1-4), basic secondary (5-
9), after which they are eligible to enter vocational and senior secondary school (10-11).%%® Also
like Azerbaijan, Kazakhstan recently put in place a new law to extend compulsory education to
12 years by 2025.% While reforms like these have helped to enrich the education system,
stronger in-school programming and greater financial support is needed to adequately prepare
students for the professional and technical work necessary to build a strong diversified national
economy.

Prior to independence the Kazakh Soviet Socialist Republic (KSSR) had a strong
tradition providing pre-primary programming and an estimated 50% of children received pre-
primary education free. **° But, this system was most often tied to workplace situations put in
place by the communist government and thus ended upon independence. To address this
collapse, in 1992 the government required that children age 5-6 attend kindergarten.** However,
reforms in this level of education were not enacted until recently, prompting a jump in
attendance to 83% in 2010 from 11% in 1998.%% Primary school curriculum focuses on
numeracy, literacy, and foreign languages. There is little science education until students enter
secondary school, which presents an obstacle to producing a local class of science and technical
professionals.?®® However, the MES has reported that it is in the process of updating textbooks
subjects.%®*

While secondary schooling has received more attention than pre-primary or primary,
grades 4-11 are still underfunded, leading to many of the same issues faced in Azerbaijani and a
similar decline in educational quality. Secondary school is technically free in Kazakhstan.
However, numerous fees are associated with schooling, including the cost of textbooks, supplies,
basic school fees, meals, proper attire, etc.*® These costs burden impoverished families and can

discourage parents from sending their children to school.
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Lack of educational funding also heavily afflicts teachers whose wages are only 60% of
the national average. A report published by the United Nations Education, Scientific, and
Cultural Organization (UNESCO) stated that teaching wages in Kazakhstan have decreased since
1993.%% students have little incentive to become teachers and teachers have little incentive to
perform at high standards. The UNESCO report further found that 18% of urban teachers and
42% of rural teachers do not have the minimum qualifications required by the MES.*®" Teachers
have requested more training, but it has yet to be provided.**® The high proportion of rural
teachers not properly trained contributes to rural schools consistently performing worse than
urban schools, increasing socio-economic stratification and the potential for economic stagnation
in rural areas. % 1°%

In addition to the negative repercussions of budget shortages upon the quality of
instruction in the classroom, financial woes in the Kazakhstani education system have also left
classrooms in desperate need of repair. The UNDP stated that “the funds allocated for such
expenses as schools maintenance, purchase of training equipment and materials, major repairs,
replacement of school buildings that cannot be repaired, and new constructions are not
sufficient.”'*" Rundown classrooms are not conducive to a productive learning environment,
further impeding access to quality education in Kazakhstan.%

Despite foundational problems, the government has begun a high-priced project entitled
the Nazarbayev Intellectual Schools (NIS). These 18 planned schools are intended to modernize
education; however they will likely only impact a small segment of the population. Equipped
with technology to prepare students for in-demand jobs in IT and the sciences, and housed in
new buildings, the elite NIS are to be attended by select students from grade 6 to 11.20031004
According to plan, best practices developed within these schools will be implemented within the
general education system. Currently the NIS exist outside the purview of the MES and are
controlled directly by the Presidential administration. At a high price and initially benefiting only
a select few, the state-of-the-art NIS stand in stark contrast to the dilapidated and underfunded
state of the general educational system.

Greater financial resources have also been provided to higher education, with a focus on
improving relations with foreign universities and opening up opportunities for international
education. °® Important to this endeavor has been a movement to align Kazakh colleges,

universities, and technical schools with the Bologna Process, a series of reforms and agreements
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designed to promote transparency in higher education systems and the use of common tools for
gauging academic qualifications, in order to ease and increase exchanges and connections
between western universities. English is seen as the language of international education and
promoting its use in schools, as both a second language and instructional language, has become a
new priority for the Kazakh government. % It is hoped that a good command of English will
increase students’ academic mobility, help them conduct research, and allow for the employment
of visiting professors and guest lecturers. According to Dr. Mukash Burkitbayev, the vice rector
of Al-Farabi Kazakh National University in Almaty, a considerable number of English learning
centers have recently opened up with the help of the British Council and Norway. %’

Currently, in Kazakhstan new projects with high publicity and specialized academic
value are underway, but these projects have the potential to take away funding from foundational
reforms in the education system. But, government investment in education is low by
international standards. It is estimated that the Kazakh government does not allocate more than
3.6% of the national GDP to education, despite the 6% recommendation made at the 2007
UNESCO World Education Forum. *°®® Abundant natural resource wealth means the government
may have the means to strengthen the education system by addressing foundational problems and

promoting new projects through a more generous allocation of funding.

Current Debates in Education: the “Kazakh-ification” of schools

Over the past two years, schools across Kazakhstan have begun transitioning from using
Russian to Kazakh as the primary language of instruction, a process which has been popularly
termed “Kazakh-ification.” The government hopes that by introducing Kazakh in schools,
offering classes in workplaces, as well as expanding Kazakh language media, the entire
population will be able to speak Kazakh by 2020. 1% This trend came to international attention
in 2011, when the parents and teachers of two schools brought nearly 300 suits against the state
for switching the language of instruction to Kazakh. 1°*° Nearly 1,200 children that did not speak
Kazakh were required to transfer schools. °** In this way, a policy which sought to revitalize
national identity has begun to divide the country along linguistic and ethnic lines. Programs

addressing shortfalls in education should be sensitive to this issue.
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V. Turkmenistan

Recent History and Context of Education in Turkmenistan

Similar to Kazakhstan, Turkmenistan’s population was mainly nomadic prior to
incorporation into the USSR and had little traditional academic infrastructure. Under Soviet
instruction, nearly universal literacy was achieved and schools were built. The educational
system which achieved this feat was largely kept in place after independence and the void left by
Communist ideological instruction was quickly filled with a new state ideology. The new dogma
was purported by the country’s first president, Saparmurat Niyazov, embodied in his spiritual
treatise the Ruhnama, which espouses the virtues of Turkmen people and grants life advice. ***2
This work became key instructional material. 1*** Heavy use of the Ruhnama in schools played
into an informal educational policy that prioritized political indoctrination and uniformity of
thought. °** This process was reinforced by the 1996 switch from Cyrillic to Latin script, after
which students were cut off from the nation’s intellectual heritage, as many books on history,
culture, and science were not translated into the Latin Turkmen script. *°*° In harsh
condemnation, the International Helsinki Federation said that Niyazov’s administration did not
aim to educate, but rather "to enforce propaganda and to prevent children...from critically
analyzing the political regime." 1%

While interpretations of the rationale behind post-independence education in
Turkmenistan remain contentious, there is little debate that few educational investments were
made outside of the mass introduction of the Ruhnama. School maintenance has been neglected
and hundreds of schools across the country have fallen into disrepair. Few currently have
properly functioning heat or plumbing. °*” In 2000 rundown buildings were placed under greater
pressure as classrooms became overcrowded following a presidential decree to reduce the
number of teachers. In 2003 Niyazov introduced fees for higher education, which led to rampant
corruption and the exclusion of low income students from colleges and universities. Former
Turkmen Foreign Minister Avdy Kuliev stated in 2004 "the future success of a student does not
depend upon knowledge acquired during years of study, but rather on his ability to pay
professors for desired grades."'%*8

President Gurbanguly Berdymukhamedov was inaugurated in 2007 after Niyazov’s death
and vowed to restore the education system. As president, he runs the Cabinet of Ministers, which

is responsible for the Department of Science and Education Activities. This department
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coordinates the Ministry of Education. *°*° During his first year in office, President
Berdymukhamedov extended compulsory and university education, reopened the Academy of
Sciences, rehired teachers, commissioned new textbooks, restored social sciences to national
curriculum, and raised monthly salaries for teachers by 40%.'%2° Unfortunately, these initial
efforts at reform did not signify a new era for Turkmen education, as there have not been any

further significant changes.

Structure, Successes, and Challenges in the Turkmenistani Education System

Excluding creches, which provide programming for children up to three years of age, the
Turkmen education system has three levels: pre-primary (ages 3-6), primary or “Sovat” (grades
1-3), and “Biliam” (includes grades 4-10). The Biliam stage is set to be extended to 12 years by
the 2013-2014 school year.'%** Turkmenistan is one of the few countries that mandates extensive
pre-primary education, requiring children from ages 3-6 attend pre-school 16 hours a week.
Class content is determined by the central government and generally focuses on reading, writing,
and foreign languages. 9% Attendance is high in the capital, Ashgabat, at 67%, but drops to 11%
in outlying areas. 1%

In Turkmenistan, primary education is the Sovat (reading and writing) stage of education.
As the name suggests, highest priority is placed studying the Turkmen language and literature,
with the next greatest focus on math. There is no natural science training at this stage. *°** The
Biliam (knowledge) stage of education, which is representative of secondary education, has been
criticized by outside observers. A report by the Turkmenistan Helsinki Initiative said the Biliam
system’s introduction “marked the system’s retrogression” and “resulted in a total crash of the
educational system as such.” °? A particular area of concern has been the status of science and
technology education, which as of 2010/2011 received low emphasis in secondary schools. %2
New computers have been received by some schools; however the Internet is often blocked,
damaging their usefulness. %>’ This comes despite a stated push by President Berdymukhamedov
to modernize Turkmenistan, a venture requiring youth trained in science and technology from an
early age. Catherine Fitzpatrick, a journalist for Eurasianet, commented that current efforts to
industrialize are futile as the country lacks workers who can use the new technology.'%%
The struggle to train students for the 21% century is further aggravated by a higher

education system short on space and plagued by corruption. After secondary school, students
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take a state exam. Upon passing they may enter a two-year program in preparation for higher
education. However, after graduation students struggle to enter local universities. It is estimated
that in 2011, 100,000 secondary school graduates competed for 12,000-40,000 places in
universities. 1°% Parents are often expected to pay as much as US$20,000 in bribes to ensure their
children places, which means university education is often exclusive to the elite. In 2009 the
Minister of Education, Muhammetgeldi Annaamanov, was fired after a scandal in which a
teacher allegedly took US$119,000 from prospective students. 1% Those who cannot afford
prices often go to university in Turkey or Russia.’?*" However, students have faced bans on

studying abroad.

Current Debates in Education: Restrictions on Study Abroad

Since independence, students in Turkmenistan have attended school under the strict
supervision of the state. In light of this policy, studying outside the country has periodically been
very difficult. For several months in 2009, authorities put strict restrictions on studying abroad
and 150 students were prevented from returning to studies at the American University of Central
Asia in Bishkek.'®*? Those who have managed to gain an international education may face even
tighter restrictions upon returning home.'®** While students are abroad officials are known to
visit their families and inquire about the students’ activities, threatening that if they do not return
to Turkmenistan soon they may not be allowed back. 1%** Despite threats and restrictions
studying abroad remains popular. In 2012 there were an estimated 40,000 students studying
abroad.®*® Funding exchange programs are a common form of US educational aid and potential

implications for Turkmen students who participate should be monitored.

VI. Endemic Problems in the Education Systems in Summary

As a whole, efforts to promote educational reform in the last 22 years by the governments
of Azerbaijan, Kazakhstan, and Turkmenistan have largely failed to move national education
systems beyond their Soviet roots and invest enough financial resources to keep pace with
international education standards. Although each country faces unique, complex challenges, all
three also experience common hurdles: unsuitable schooling structures, inadequate numbers of
up-to-date curriculum materials, limited training in the sciences and technology, rural/urban

divides in the quality of education provided, and unofficial and official policies which create
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financial barriers to education for low-income and refugee populations. Additionally, Azerbaijan
and Kazakhstan both provide little to no investment in pre-primary education, curriculum
development, and have underpaid and often under-qualified teachers. Turkmenistan faces a
major hurdle in achieving widespread academic success due to high levels of corruption in the
education system. Given the continuing difficulties in educational achievement in Azerbaijan,
Kazakhstan, and Turkmenistan, the possibility of implementing revised or expanded policy

action by the US government should be explored.

VII. Policy Considerations

Located at a confluence of global interests, stability and prosperity in the energy- rich
countries of Azerbaijan, Kazakhstan, and Turkmenistan are important to the US. Central to the
success of these countries is the improvement of national education, which will promote the rise
of Central Asian youth who can hold the technical and professional positions needed to
effectively harness and market energy resources, promote economic diversification, and
contribute to overall welfare. However, current educational conditions cannot provide students
with the training needed to compete with a global workforce.

US support to educational reforms that address the roots of some of these deficiencies
(outdated curriculum, teacher training, and inadequate academic facilities) would ensure that
conditions improve, therein advancing US interests in the region. However, in providing
assistance the US should remain mindful of the potential for overly aggressive intervention to
form a dependency on US funding, a parallel education system and/or, hinder the development of
strong national institutions and sustainable educational improvement. US interests remain
grounded in seeing these countries foster a generation of independent, innovative youth, rather
than short term programs impacting a select few. Therefore, effective US support, either through
the development of new programs or the provision of consultation and expertise, would address
two needs: long-term foundational education reform by national authorities and critical stop gaps
measures to fill immediate needs in the education system. Below are listed key areas for US

policy consideration.

222



1. Deficiencies in National Educational Programming

Current shortfalls in all three countries’ educational programming leave students
unprepared for technical and professional positions. Ultimately, adapting curriculum and
educational programming to prepare students for the demands of the 21 century global economy
requires long-term planning and foundational reform, however without short-term responses to
aid students currently in school, achieving the desired economic diversification and economic
improvements in the near future is unlikely.

US support to students in Azerbaijan, Kazakhstan, and Turkmenistan may come by
advocating and providing temporary funding for the establishment of free educational extra-
curricular activities, which focus on areas on instruction weak in schools, such as English, IT, the
sciences and support in applying to higher education. The implementation of these programs in
rural and urban centers would give students equal opportunity to further develop their academic
potential. Advocating for these opportunities, in partnership with local authorities, would build
relationships, improve knowledge of English, promote a positive US image, and improve student

o . . . . 1
ability to diversify local economies. “American Centers” ‘%%

in Azerbaijan, which provide free
movie nights, American studies and English classes, libraries and internet, in combination with
the services provided by “EducationUSA” Centers in Azerbaijan, Kazakhstan, Turkmenistan,
such as higher education advising, may provide a model for programing which could be provided
in these centers  **’Combining the services provided in these two types of centers may be more
cost effective and increase the ability to help students and US interests.

Enriching curriculum may also come by increasing study abroad opportunities.
Numerous study abroad programs exist for students in Azerbaijan, Kazakhstan, and
Turkmenistan through the Fullbright Scholars Program, Future Leaders Exchange (FLEX),
Global Undergraduate Exchange Program, and others. These programs advance student learning
through study in the US and by motivating high quality work, diversifying knowledge sources,
and by building cross-cultural relationships with Americans. Increasing opportunities for
students to study abroad and partnerships with Central Asian universities would expand these
benefits and alleviate current space shortages in Central Asian higher education institutions.
Scholarships to study abroad targeting high demand fields, such as IT, the sciences, law, or
business may also be offered. However, currently exchange programs are problematic as they

can contribute to national “brain-drains,” wherein students choose to stay in the US after
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graduation. Future action in this area will need to account for this damaging result as it runs

contrary to US regional objectives.

2. Poor Quality Instruction

Low teacher salaries and limited pedagogical training has resulted in poor quality
instruction for students, particularly in rural areas. This has hampered the ability of rural students
to gain an education and improve their local economies, resulting in socio-economic
stratification and increased potential for social unrest.

Improving instruction may come by recognizing rural and urban teacher training needs,
in combination with pressure from the US to increase wages, which could attract high-achieving
students to the profession. This two fold approach could begin by engaging with local educators
to raise their profile and teaching capacity. For example, the US could increase teacher’s and
policy maker’s participation in international academic discourses by hosting in-country seminars
and conferences or academic exchanges. Current opportunities exist for such exchanges through
Fullbright, Teaching Excellence and Achievement (TEA), and other US government programs.
However, these programs have a limited impact. In coordination with the government, hosting
conferences on pedagogy or in-country trainings, where participants could learn and exchange
best practices for educational development, may be a cost-effective option for expanding teacher
training. In the past, the US has run teacher training programs in Azerbaijan through IREX.
Running trainings through a third party, such as IREX, may make governments more receptive.
To avoid forming a dependency on US programs to train teachers, equal stress should be placed

on supporting and training education policy makers to enact national reform.

3. Dilapidated Physical Infrastructure

Derelict physical infrastructure and a lack of space in schools currently discourages
students from attending school and gaining the skills needed to go on to higher learning and
compete in the job market. The reconstruction of schools and classrooms would improve
students’ learning experience, encourage attendance, as well as increase national pride in the
education system. US funding or support for these projects would promote a positive US image
abroad. While corruption is endemic in the construction industry, it could be limited by

oversight and releasing funds upon evidence of action.
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4. Lack of School Materials

A lack of textbooks inhibits equitable access to knowledge. Students in rural areas and
from low income families face particular hardship in gaining the necessary educational materials
to achieve academically. In order to improve access to these materials the US government could
offer grants on the national level targeted at updating and increasing the availability of textbooks,
with the award recipient and amount based on feasibility, textbook design, and proposal.
Stipulations requiring adequate distribution of textbooks to rural areas could be included. To
avoid or limit corruption, funds could be distributed piece-meal, with fund distribution

monitored.

5. Foundational Problems in the Education System

Many issues in the education systems of Azerbaijan, Kazakhstan, and Turkmenistan stem
from problematic national policies, which need to be altered for long term educational
achievement to occur. While the US could attempt to speed educational reforms by pressuring
governments, economically through sanctions or politically by decreasing diplomatic ties, this
would promote antagonism and is unlikely to produce the desired effect. A less reactionary
approach could be taken by stipulating that any aid provided to the governments of these three
countries be conditional, meaning that funds are released upon the fulfillment of negotiated terms
such as improving curriculum, increasing funding for rural schools, raises teachers’ pay,
improving teacher training programs, increasing investment in pre-primary education or devoting
a larger portion of the GDP to education.

US advocacy for national education reform may also come from clearly acknowledging
regional academics to be a critical US interest. Publically congratulating or noting successes in
Central Asian educational reform and conducting high level meetings with education officials
may signal to Central Asian leaders the depth of international concern regarding the current
status of education and willingness to monitor the situation. As all three counties strive to be
seen as industrialized, modern, regional leaders, publically highlighting the need for national

education reform may push leaders to address the issue.
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VIII. Conclusion

Support to international education systems has been a successful and mutually beneficial
element of US policy for decades and it continues to be a critically important tactic for advancing
US interests in Azerbaijan, Kazakhstan, and Turkmenistan. An evaluation of the current
academic conditions and needs in these strategically important countries reveals that the national
education systems of these three republics have yet to reach contemporary standards. Endemic
problems in school maintenance and the quality of teaching and curriculum have hampered
educational achievement, negatively impacting the potential for these three countries to see
increased social welfare and diversified economies, with a highly trained technical and
professional workforce. To speed the establishment of a quality education system in Azerbaijan,
Kazakhstan, and Turkmenistan the US could support educational reforms by advocating for

long-term foundational reform and assisting in providing short-term fixes to aid current students
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Part IV

Policy Recommendations

With the withdrawal of troops from Afghanistan scheduled for 2014, the stability of
Central Asia as a region is the utmost priority of the US. Investment in strengthening security, as
well as in the economic and social climates of the region is integral. Encouraging regional
partnerships constitutes a central means toward achieving these objectives and establishing
long-term stability. Presented herein are the most crucial policy items for US action in Central

Asia.
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Regional Cooperation for Common Security

US Assistant Secretary of State for South and Central Asia Robert Blake reported an
increase of almost 40% in security assistance from the US to the countries of Central Asia from
2011 to 2012.1%% The trade of narcotics and the potential for a transnational terrorist threat are
established concerns. To ensure the region’s greater stability, efforts to coordinate states’
leadership needs to be established and maintained, specifically with Kazakhstan and Russia.
Investment in infrastructure to secure energy availability and economic prosperity will encourage

long-term stabilization and integration of the region.

Border Security

e Form a US-Russia partnership for broader regional drug control strategy
Institute a collaborative drug control strategy that includes Central Asia and
Afghanistan. Be clear in communicating international community’s long-term
commitment to the Central Asian states. US should host open discussion with Russia on
US military presence in Central Asia post 2014 to reduce tensions over long-term goals
of the US.

e Improve Kazakh border security in order to deter the proliferation of illegal nuclear
materials outside of the country
Set up talks with Russia and Kazakhstan to improve border security and the
installation of radiation detectors at all borders throughout Kazakhstan in order to deter

the proliferation of illegal, enriched uranium.

e Strengthen the regional capacity for drug treatment and prevention
The drug trade spreads addiction and HIV infection. The US should encourage
Central Asian governments to strengthen their internal capacity to provide treatment and
care to drug addicts and HIV patients by offering monetary support to countries that take

steps towards implementing the frameworks outlined by the United Nations Office on

228



Drugs and Crime (UNODC). The US should put pressure on the Central Asian

governments to offer treatment as an alternative to imprisonment.

e US should avoid exaggerating perceived threats to security

The rapidly increasing presence of China and continued influence of Russia in the

region should not be perceived as threats to the US or US interests. Mutual development

in the region should be stressed along with the desire that all participating partners

prosper through integration and participation in the global market.

Development of Energy Infrastructure

TAPI

Pipeline-

Trans-
Caspian

Pipeline-

e Continue advocacy for the TAPI and against the TTAC pipeline

The US should emphasize that the TAPI project is a Turkmen-
Afghan-Pakistani-Indian project, not a US government project. However the
US should help attract investment through the Overseas Private Investment
Corporation and the US Trade and Development Agency. As TTAC could
replace TAPI without the inclusion of both northern and southern
Afghanistan, it undermines the US vision of a united Afghanistan.

Offer contingent financial assistance to Pakistan for discontinued
pursuit of the Iran-Pakistan pipeline and implementing the TAPI gas
pipeline

Pakistan needs to withdraw its agreement with Iran for the Iran-
Pakistan pipeline. The US must push for Turkmenistan, Pakistan, and India
to stay on the TAPI project and to begin construction before 2014 as a
confidence measure for a stable Afghanistan after US troops leave.

Provide diplomatic assistance to resolve the dispute over the Kyapaz oil
field between Azerbaijan and Turkmenistan to further negotiations
over the Trans-Caspian pipeline construction

The US should send its ambassadors from Azerbaijan and
Turkmenistan to negotiations concerning the pipeline. Azerbaijan and
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Renewable
Energy

Resources-

Water

infrastructure

Turkmenistan must be re-assured that the project will be very beneficial to
them, and that the US will counter any Russian or Iranian retribution
towards its construction.
Hold the meeting in Brussels to demonstrate European support for
resolution and a commitment to purchasing Turkmen and Azeri gas
Encourage a collective security agreement in the South Caucasus

Facilitate the establishment of a collective security arrangement in
the South Caucasus, whereby Azerbaijan and Armenia are required to
cooperate militarily. Encourage European financial and diplomatic support
for the creation of this collective security arrangement.
Hold annual summits with the heads of each state in the collective until
a settlement is reached in the Nagorno-Karabakh conflict

Invite the US Secretary of State to attend, as well as representatives
from Turkey and the Central Asian countries.
Set goals and standards for renewable energy policy

Send US Representatives to forums, seminars, and conferences on
renewable energy development in Azerbaijan, Kazakhstan, and
Turkmenistan. Form joint commissions with the Caspian states to
implement strategies and policies for achieving their target renewable share
of total output.
Promote investment and research in renewable energy projects and
technologies in the Caspian region

Collaborate with Azerbaijan and Kazakhstan in creating feed-in
tariff models to encourage private investment in renewable energy projects.
Internationally, invite scientists and specialists from Azerbaijan,
Kazakhstan, and Turkmenistan to the US to exchange information and

expertise in renewable energy development.

e Support interregional cooperation to resolve conflicts

The recent resolution of the Rogun Dam displays the potential for
greater cooperation among Central Asia states. The US should encourage

greater cooperation among regional powers, specifically around the
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demands of water for hydroelectricity and agricultural irrigation.
¢ Increase FDI to improve irrigation methods, specifically drip water
irrigation and canal beds
Water scarcity is an immediate threat to the health and well-being
of down-stream countries that can be curbed by improved irrigation. In the
long-term multi-laterals agreements must be reached defining fair water

rights and access

Promotion of Kazakhstan as Regional Leader

e Enter bi-lateral discussions with Kazakhstan to initiate the formerly proposed
Central Asian Union, encouraging the inclusion of Afghanistan
Utilize Kazakhstan’s international and regional leadership role to preside over the
Central Asian Union for an interim period prior before instituting a rotating presidency
among member states. Additional bilateral discussions are needed with Uzbekistan’s

President Islam Karimov to revisit joining the Central Asian Union.

e Continue to support Kazakhstan as a regional leader on issues of non-proliferation
Verbally support the construction of the IAEA nuclear fuel bank in Ulba,
Kazakhstan. Support Kazakh political pressure on the Iranian nuclear enrichment
program. Increase international regulation through the IAEA of the nuclear industry in

Kazakhstan and all components of related components of the nuclear fuel cycle.

e Promote the diversification of Kazakh natural resources through direct foreign
investment
Ensure US access to global uranium reserves through the promotion of investment
and joint ventures with KazAtomProm. Work with Kazakhstan to guarantee that its
natural resources remain accessible to the world market and not solely to regional powers
such as China and Russia. Aid the development of Kazakh’s nuclear sector and energy

infrastructure in order to free up Kazakh oil and natural gas for international export.
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Regional Economic Integration

With the majority of Central Asian trade still bound to Russia, recent developments of
diversification to China are encouraging, though emphasis is almost exclusive to the energy
sector. Overall the region continues to lack economic diversification which inhibits the
economies from fully integrating and competing in modern international markets. US promotion
of market expansion for the region couples with the vested interest of the US, to tie

Afghanistan’s economic stability to the stability of Central Asian markets.

Diversification of Markets

e Assist Kazakhstan and Azerbaijan’s on-going WTO accession process
Persuade Turkmenistan to apply for WTO membership as a way to increase

transparency in its trade management and to establish low tariff.

e Create bi-lateral and multi-lateral agreements with Azerbaijan, Kazakhstan, and
Turkmenistan
Create investment treaties intended to increase FDI and educational initiatives.

Increase non-natural resource regional markets.

e Influence Azerbaijan, Kazakhstan, and Turkmeinstan to adopt policies of greater
economic liberalization and access to finance through third parties and non-state
actors

Organizational outreach should continue to include the WB, the IMF, non-
governmental organizations connected with development, the European Union Energy

Dialogues and micro loan organizations.
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e Support ADB’s CAREC program and its effort to improve transportation
infrastructure in Greater Central Asia
Inferior infrastructure for regional transport is a major barrier for intra-regional
trade. Land transportation in Greater Central Asia is very slow and high cost, making the
movement of goods and capital difficult. ADB’s CAREC program emphasizes the
importance of improving regional trade infrastructure. China has placed a significant
amount of FDI into railroad development. To support the “New Silk Road” vision, FDI is

essential to enhance trade.

Economic Stabilization of Afghanistan

e Improve Aid Effectiveness in Afghanistan
Systematically collect unit costs for comparable development activities under
different aid structures in Afghanistan, for example projects undergone by the DOD
compared to USAID, to assess the results for a given amount of money. This data can
help aid agencies channel aid more efficiently into the most effective projects, as well as
increasing the Afghan government's capacity for management, control, and accounting of
budgetary funds.

e Improve Oversight of Security and Development Projects in Afghanistan
Developing training standards for providing operational contract support (OCS).
Fully institutionalize OCS in professional military education. Developing standards
regarding the number of contracts that CORs can oversee based on the technical nature
and complexity of the contract. Other agencies employing contractors in Afghanistan can
apply concepts of standardization and the technical aspects of certain contracts to achieve

the proper results from their project expenditures.
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Social Considerations

The US can most feasibly strengthen Central Asian society and therein stability, by

addressing key aspects of education, health, and human rights through the provision of expertise,

advice, and monetary contributions. However, the US should remain mindful of the potential to

create creating dependency on US programs and corruption or inefficient use of funding

provided. Policy action should serve to temporarily fill gaps in the education and health care

system while advocating for foundational educational reform on the national level. Additionally,

there is difficulty in promoting human rights in greater Central Asia given its restrictive

governments. Direct interference to promote human rights should not be considered outside of

emergency humanitarian aid.

Electoral Concerns

Institute routine diplomatic visits to the five Central Asian states to pressure the
incumbent leadership to institute legitimate elections

Fair elections are the first step towards creating a citizen run society through
involvement and advocacy for rights. Progressive steps toward self-determination should
be encouraged for international approval of leadership and to prevent the potential

uprising of unsatisfied populations.

Distributing Official Development Assistance

Continue Public-Private Partnerships with US companies or allied companies to
increase resources and strategies for development projects

Partnering with major US companies which often have strong ties with local
governments, such as Chevron, Exxon Mobil, and ConocoPhillips, allows for new ways
for aid to encourage reforms as well as expand important resources. These partnerships
could fund educational infrastructure and vocational or work-study programs. However,
these partnerships will be unable to flourish unless the US ceases the uncertain

relationship of sanctions and waivers with Azerbaijan and Kazakhstan.
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Provided monetary aid on a project-basis and disbursed according to agreed upon
thresholds of success

Any assistance seeking group should propose a project with a comprehensive
plan, agree to thresholds on which the aid will be released, and finally receive the aid as
thresholds are met. Encouraging individuals and groups to take leadership roles on social
projects lays the groundwork for a stronger society. Monitoring aid at intervals increases
the effectiveness and agility of US aid, as incremental change is more readily

incentivized.

Environmental Issues

e Provide Central Asian governments guidance in pollution management and

monetary assistance to currently involved organizations

Give proposals on controlling the pollution from nearby cities and the extraction,
production, and transportation of natural resources across the Caspian Sea. Supply more
monetary aid to organizations like the Aral Sea Foundation, ICAS, and IFAS in order to
create new efforts and expand on current ones to reduce negative environmental and

public health impacts. Such actions will revitalize stunted progress.

Public Health

Give monetary aid to establish public health campaigns and assist in tailoring health
care services toward vulnerable populations, as well as implement surveillance
systems to record health data

Provide aid to create health campaigns that educate populations on HIV, TB, and
tobacco use. Through these campaigns, raise awareness on available resource and
treatment to try to reverse social stigma associated with HIV. Help design health services
to specifically treat vulnerable populations, such as children and pregnant women to
combat health issues among the most affected. Guide health services in installing
surveillance systems to ensure the reporting of accurate health data to WHO and

organizations that can execute solutions.
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Human Rights

Use soft power influence through aid and partnerships with strategic international
organizations to improve and demonstrate the importance of human rights to
development in Greater Central Asia

Establish greater partnership and support with the Organization for Security and
Cooperation in Europe (OSCE). Improve citizens’ access to independent media by
continuing to fund and support Radio Free Europe, free internet access at facilities where
internet is inaccessible, and providing satellites, especially in rural areas, as this greatly

improves access to independent international and regional media.

Balance policies involving resource extraction, investment, and economic
partnerships, so they do not overlook, contradict, or conflict with human rights
objectives

US policy towards human rights needs to be evenly maintained and emphasized to
be understood as a serious international commitment. The US needs to monitor its
investments and trade relations with these countries to ensure operations are not in
contradiction to US policy norms. The formulation of economic and trade policies with
these countries should be used as an opportunity to build relationships and open up

dialogue on human rights reforms.

Education System

Provide broad-based extra-curricular opportunities for students and teachers to
continue academic pursuits by further developing US funded “Education Centers"

Educational assistance through American-funded offices such as the “American
Centers” in Azerbaijan and "Education USA Center" in Kazakhstan, could be improved
and streamlined by combining the services of different types of centers to one center, to
be used as a central hub for promoting further education programming, such as, English
classes, clubs, seminars for teachers, and specialty classes or camps for at-risk

youth.'®® Additional centers should be established in rural areas.
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Increase scholarships and opportunities for secondary, post-secondary students and

teachers to study abroad in the US
New programs should target low-income and rural students, as well as those

interested in pursuing careers in science, math, technology, economics, business,
engineering, or teaching, and should be amended to include a stipulation that after
students return they must work or continue to study in their home country for a minimum,

predetermined number of years to limit the “brain drain” effect.
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Conclusion

The potential for a “white road” for Central Asia exists, but there are many hurdles that
must be addressed in order to establish this path. Detailed study of the region’s natural resources,
water availability, its political, economic, and social characteristics, as well as some of its
challenges regarding border security, suggests that the region requires various forms of reform
and outside assistance in order to achieve stable development.

Cooperation between the Greater Central Asian states will be a crucial determining factor
in the long-term sustainability of the region’s economies. The reduction of tariff and non-tariff
barriers to trade through regional negotiations and economic liberalization will facilitate a
network of trade and regional economic interdependence. Negotiations will also improve
relations and hopefully build trust between the various Central Asian states which could help
peacefully resolve water disputes. Finally, international cooperation in the region has the
potential to enhance border security and help reduce the prevalence of human and drug
trafficking, as well as the spread of terrorist activities. Kazakhstan could serve as a regional
leader in such negotiations due to its demonstrated responsibility in regards to nuclear non-
proliferation and apparent willingness to take on such a responsibility. The US should encourage
Kazakhstan to assume this role as it is emerging as a regional power and is economically and
politically stable.

The regional players—including the US, China, Russia, and Europe—will also have a
profound impact on Greater Central Asia as they compete to extend their influence over the
region. While these foreign powers have a mutual interest in ensuring lasting stability and
security in the region, it is important to balance their influence while respecting the autonomy of
the states of Greater Central Asia. There are various opportunities for cooperation between the
regional players that would not only benefit Central Asia but could also strengthen relations
between the competing players.

While Greater Central Asia faces many pressing issues that are, in many cases, very
interrelated and complex, through certain steps, the countries can make improvements.

Corruption currently plagues the Greater Central Asian states and hinders economic growth as
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well as social progress. The US, as a global promoter of democracy and human rights should
continue to emphasize these values and encourage greater political and social freedom. The
governments of Central Asia should also loosen their controls over their people and their
economies. Currently, resource nationalism limits foreign direct investment and the region’s
integration into the global economy. Liberalization of the Greater Central Asian economies
would allow for tremendous growth in the region and would open up the region to foreign
companies that could provide technological innovation capable of improving Central Asia’s
infrastructure and economic efficiency. Foreign companies could also bring advancements in the
renewable energy sector and opportunities for economic diversification beyond oil and natural
gas. This would provide new employment opportunities for the Central Asian people that would
combat the incentives of affiliating with terrorist groups and anti-government organizations.

The US should recognize the direct importance of ensuring a stable and economically
sound Central Asia as the region will not only serve as a link between the various regional
players that have mutual interests in the area, but its performance will also impact future stability
in Afghanistan. As the 2014 date for US troop withdrawal from Afghanistan approaches, there is
increasing pressure on the US and Central Asia to find a viable way to integrate Afghanistan into
a politically and economically stable regional entity that places emphasis on human development

and social prosperity.
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