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Central Asia - Trapped between Russia and China

|| Max Meier

In 2007, the European Union (EU) tried
to contribute to the political liberalization of
the Central Asian region with a first Central
Asia Strategy, where close economic inter-
dependence was intended to support this
process. The updated version of this strate-
gy entered into force as of May 2019.

In retrospect however, Europe and Cen-
tral Asia did not really approach each other
during the following years — neither politi-
cally nor economically. Today the region is
rather trapped between Russia and China.
After the independence of Central Asian
States, the interest of these "big" neigh-
bours has grown constantly and they were
trying to gain more political influence of
their own. Russia, on the premise that it
considers the region still as its backyard in
the sense of the heritage of the collapsed
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Soviet Union, and China which wants to use
its economic superpower to tie its neighbour
countries closely to itself.

Ankara and Teheran started with great
ambitions in the region but play just ancil-
lary roles today. Turkey”s dream of a new
block of "Turkic states" was not met with
great interest in the region. And against
Iran, there were and are strong reservations
that this country just intends to export its
"Islamic revolution" to another part of the
world. Nowadays, the entire region is in a
sandwich-position between Moscow and
Beijing. However, Central Asian countries
are afraid of being bought up in the frame-
work of the Chinese "New Silk Road Project"
(Belt and Road Initiative) and therefore
some of them are looking again for the polit-
ical proximity to Russia. In this essay, the
authors attempt to illustrate the
view of four Central Asian coun-
Asia | tries (Kyrgyzstan, Tajikistan,
Kazakhstan and Uzbekistan) on
the title theme.
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Source: Creative Commons,https://commons.wikimedia.org/wiki/File:Map_of_Central_Asia.png the University of Ankara.
Please note that Astana was renamed Nur-Sultan in March 2019.
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International Organizations in Central Asia:
Politics of Great Powers or Interests of States in

the Region?

|| Nisharapova Jyldyz Talantbekovna

Great powers often establish regional
or international organizations in order to
forward their political agenda region. Russia
uses many organizations in all political and
economic spheres; China created the Shang-
hai Cooperation Organisation (SCO) and
recently the Belt ad Road Initiative (BRI). In
this article, we discuss if these organiza-
tions only serve regional powers interests or
if they are also beneficial for Central Asian
states.

Central Asia (CA) has long been viewed
as a crucible of geopolitics where rival Great
Powers compete for influence. A shifting
balance of power, both globally and within
the wider region, is changing external dy-
namics and bringing new opportunities -
but also new pressures. The People’s Repub-
lic of China (PRC) economic expansion
westwards is one such dynamic. Russia’s
attempt to reassert its paramount role in the
former Soviet territories is another.! In our
opinion, interest in Central Asia from out-
side the region has been on the rise for
three reasons: (1) Central Asia’s energy re-
sources are of great importance to Europe
and Asia; (2) the geopolitical location is
important for great players; (3) insecurity in
Central Asia can affect the security in other
regions.

Both China and Russia have common in-
terests in cooperating in Central Asia. Espe-
cially if we analyse the Shanghai Coopera-
tion Organization’s joint project of these
two regional powers, we can identify several

common interests. Veronica Mihalache ar-
gues that the SCO serves as a tool for
fighting terrorism, restoring (normalizing)
the Sino-Russian relations, counter-balancing
the United States of America, and mutual
balancing between Russia and China.2

The Shanghai Cooperation Organization: joint
attempts to stop Western influence in the region

Since the collapse of the USSR, China
tried to enter the Central Asian region for
security, economic and political issues. The
main goal of the PRC in Central Asia is secu-
rity, economic development of its Western
frontiers, and access to the energy resources
of Central Asia.3 The first multilateral re-
gional project that China proposed and es-
tablished in cooperation with the Republic
of Kazakhstan, the Kyrgyz Republic, the Rus-
sian Federation, the Republic of Tajikistan,
and the Republic of Uzbekistan, is the
Shanghai Cooperation Organization (SCO),
created in 2001. The main goal of the crea-
tion of the SCO was to allow Russia and Chi-
na to increase their engagement in this re-
gion without vexing each other. Through
cooperation within the SCO, Russia and Chi-
na could control each other’s activities in
this region and influence each other’s deci-
sions.* Also, this organization served Rus-
sia’s and China’s interests to limit Western
countries’ presence and activities in this
region; it was seen as a tool for Russia and
China to contest the existing US-dominated
world order. According to Mikhail Konarov-
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INTERNATIONAL ORGANISATIONS IN CENTRAL ASIA:

STATES IN THE REGION?

sky, "the creation of the SCO was dictated
by the international situation."s He meant
that the existing world order provoked Chi-
na and Russia to create the SCO. After the
famous Astana declaration made by the
heads of its member states during the 2005
summit, the organization was viewed both
as anti-American and anti-NATO.6 Back then,
there were several American military and air
bases situated in Kyrgyzstan and Uzbeki-
stan’, which played an integral role in the
Afghan war. After this declaration, the SCO
came to be viewed as the “Eastern NATO”,
“Club of Dictators”, and an anti-American
organization. It was argued that the real
reason for the creation of the SCO was to
limit American influence and politics in the
Central Asian region.8

Despite diverging interests of SCO
member states, the main reason for the cre-
ation and existence of the SCO is to be able
to balance the western world order. As the
heads of states of the SCO have mentioned
many times, and according to Sergei Kona-
rovskiy, former deputy Secretary General of
the SCO, “the SCO is a tool for a fair world
order in the 21st century”.? But we are not
sure that this anti-Westernism or anti-
Americanism was beneficial for the Central
Asian states. Most of the countries of Cen-
tral Asia had declared that they follow a
multi-vectoral foreign policy, which means
that they would cooperate with all the states
of the world.10

However, since the SCO was not able to
accomplish the Chinese goals in Central
Asia, China established its own cooperation
organization - the Belt and Road Initiative.
By creating the SCO, China had hoped to
step up economic cooperation with Central
Asia, but Russia showed no interest in that.
Viewing that China has now become ex-
tremely active in Central Asia, Russia accel-
erated the creation of the Eurasian Econom-
ic Union since Central Asia is a very im-
portant region for Russia’s regional and
global ambitions.

POLITICS OF GREAT POWERS OR INTERESTS OF

The Eurasian Economic Union: Russian poli-
tics of neo-imperialism, tool for regional
hegemonism

Russia’s overriding concerns in its
neighbourhood, including Central Asia, fo-
cus on four main areas: military security;
regime consolidation; protection of the Rus-
sian language and ethnic Russians (arguably
used as a convenient pretext); and the pro-
ject of the EEU. Russia remains the most
powerful security actor in Central Asia.l!

A key tool deployed by Russia to
demonstrate its continuing influence in its
neighbourhood, including Central Asia, is its
flagship project, the Eurasian Economic
Union (EEU), also referred to as the Eurasian
Union.12 There are different views concern-
ing the main goal of the EAEU. We can di-
vide these into two groups: the first group is
supported predominantly by Western au-
thors who see the EAEU as an attempt by the
Kremlin to restore its regional hegemony!3
and to limit the influence and politics of
non-regional actors in Central Asia or in
what it perceives to be, the natural Russian
sphere of influence. In my opinion, the main
goal of the EAEU is not only to limit activi-
ties of extra-regional actors like the US or
the EU, but also those of regional actors like
China, and others in Central Asia.

The EAEU is seen by some scholars as
an attempt by the Kremlin to develop a rival
project to the EU’s Eastern Partnership.14
Interestingly, in some interpretations, post-
Soviet regionalism is seen in a new light.
Roy Allison and Kathleen Collins argue that
post-Soviet regionalism’s main objective is
not to foster economic cooperation between
states, but to establish “mutual protection”
for autocratic regimes or to “isolate” some
countries from external democratic influ-
ences.1> Most often, Eurasian integration is
analysed through the prism of Russian for-
eign policy strategy, with notions of empire
and hegemony widely used to characterize it
as expansionist, post-imperialist and even
“de-colonialist”.16 Many papers by Western
academics undertake a purely realist ap-
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proach, defining the EAEU as Russia’s neo-
imperial project.l” According to Jeffrey
Mankoff, the main reason for his integration
is to “re-establish Russia as a major global
player”.1®8 Elena Kropatcheva argues that
Putin’s political course in the so-called
“near-abroad” has actually been “consistent
in pursuing its main realist interests: maxi-
mization of power and security....vis- a-vis
the West”, which is constantly triggered by
the exclusion of Russia from international
decision-making.19 20 The EAEU is seen as a
manifestation of the “post-imperial syn-
drome”, rooted in “annexationist Pan-
Russianism”, alongside pre-imperial Rus-
sian foreign policy.2!

Then again, some western authors ana-
lyse Eurasian integration with liberal theo-
ries and according to them, Eurasian inte-
gration is not a product of Russian
hegemonism, but a tendency for states to
form regional groupings for the sake of mu-
tual economic benefit.22 This view is domi-
nant in the region, especially in Russia and
Central Asia. Most of the authors in EAEU
countries state that the EAEU was estab-
lished to help its members make the most of
intraregional economic ties, modernize their
national economies, and forge an environ-
ment conducive to improving their global
competitiveness.23 Central Asian and Russian
scholars mostly support this view as well.

In this article, we have examined the
activities of regional organizations in Cen-
tral Asia that are established by Russia and
China. Regional security is the common in-
terest for China, Russia and all Central Asian
states. The next interest is economic that is
not always mutually beneficial. In our arti-
cle we have tried to show how economic
collaboration is not always beneficial for
both sides with the case of EAEU-Kyrgyzstan
and BRI-Kyrgyzstan. The third interest of
bigs is anti-westernism or anti-Americanism,
which is not also always beneficial for Cen-
tral Asian states. Central Asian states are
interested in cooperating with every state in
the world including EU states and US that

contributed a lot to Central Asia in security,
the economic as well as the political sphere.

|| Nisharapova Jyldyz Talantbekovna
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Central Asia under the Influence of Russia and
China: A political perspective from Kazakhstan

|| Marian Abisheva

A new wave of geopolitical activity is
emerging around the Central Asian Region
(CAR) and a whole range of political instru-
ments are employed to influence the Central
Asian countries. the following paragraphs
give a brief overview on the Chinese and
Russian strategies in the different dimen-
sions of their involvement in the Central
Asian Region.

Russia’s Policy

Returning to its ambitious projects in
the post-Soviet countries, Russia is trying to
avoid past mistakes when its large resources
were spent on unfulfilled political promises
of the Central Asian partners. Today, Russia
is placing its stakes on guarantees of main-
taining its influence, first and foremost
through the control over strategic infrastruc-
ture facilities and the transfer of some func-
tions in economic and customs policy to
supranational bodies, where Moscow, of
course, will retain its dominance. Thus, the
main features of Russia's new strategy in
Central Asia are pragmatism, political and
economic expediency, systemic approach,
and comprehensiveness with a focus on the
following dimensions:

Strategic Dimension: Russia is streamlining
its long-term policy in Central Asia. Moscow
is aware that it is in Central Asia that Russia
still can maintain a dominant role and ad-
vance its interests from the perspective of a
geopolitical leader. At the same time, the
Kremlin does not yet have enough

financial, information, military and other
resources to pursue a more active policy.

Economic Dimension: The Kremlin’s main
competitive tool is the expanding integra-
tion process under the Eurasian Economic
Union. Another leverage of Russia's influ-
ence is the provision of economic assistance
to the countries of the region, mainly Kyr-
gyzstan and Tajikistan.

Military Dimension: Collective Security Trea-
ty Organization (CSTO) is a key project in
the field of Russia's military policy in the
Central Asian Region. Russia has proceeded
with a practical stage of the progress of the
Organization; consistent work is underway
to develop clear contours of a controlled
military-political structure. In a bilateral
format, the Kremlin’s efforts are focused on
strengthening its military-political posi-
tions. Even Russia's economic integration
with Central Asian states is clearly linked to
guarantees of military security.

Political dimension: Moscow moved on to an
active foreign policy in Central Asia. Russia
requires its partners to define their explicit
political position in accordance with the
principle: “Whoever is not with us is against
us”. The Kremlin’s new approaches are also
based on asymmetric response measures.
One can recall a past conflict with Tajikistan
(fast deportation of Tajik migrant workers in
response to arrest of Russian pilots). At the
same time, the political and diplomatic line
of Moscow is becoming more subtle.
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In the social and Humanitarian Dimension,
an important leverage for Russia's influence
on the region is a new diaspora strategy.
Moscow has changed its tactics in migration
policy - now priority is given to preserving
the Russian Diasporas in the countries of
Central Asia, as well as building stable
channels of interaction and support for
compatriots.

The main channels for implementation
of Russia’s policy will be the expansion of
Russian capital in the economy of the CAR
countries, protection of the rights and inter-
ests of Russian citizens and compatriots,
strengthening the positions of the Russian
language and culture through Slavic associ-
ations and Russian ethnic organizations.

China’s Policy

Beijing continues to adhere to a cau-
tious, non-conflict policy of “creeping” eco-
nomic expansion. At the same time, every
year China faces a serious informational and
ideological blockage of its economic and
demographic presence in Central Asian
states (the “Chinese threat” factor).

In general, for China, Central Asia first
and foremost represents a large provider of
resources and a sales market. Through its
wide economic presence in each Central
Asian country and through development of
transport communications from Central Asia
to China, Beijing seeks to establish condi-
tions to provide China with long-term access
to the Regions resources and local markets.
Today specifics of China’s politics in Central
Asia are focusing on the following dimen-
sions:

Strategic Dimension: The PRC’s approach
towards Central Asia is to solve its long-
term, mainly economic objectives without
causing irritation with and active counterac-
tion from the key regional competitor - Rus-
sia. The main regional project for China is
the Shanghai Cooperation Organization
(5C0O), a long-term and strategically im-
portant mechanism for a legitimate and
widespread Chinese presence in Central

Asia. Beijing flexibly uses the SCO platform
in its interests: it is actively conducting col-
lective negotiations on security issues but is
evading joint economic projects (with Rus-
sia), preferring to work with Central Asian
countries in a bilateral format.

Political Dimension: China has steadily pur-
sued a diplomatic line on the country frag-
mentation of Central Asia. Beijing is build-
ing a one-on-one political dialogue with the
states of the region and is actively tying
them with credit-related obligations. Gener-
ally, the system of relations of the states of
the region with external partners can be
viewed through the prism of long-term sce-
narios Eurasian and Sinocentric ones
(there is also a “Pro-American” scenario, but
it is not considered in this article).

Economic Dimension: China is heavily de-
pendent on supplies of oil, gas, coal, metals,
and minerals, and for China the CAR has a
geographically advantageous position. The
main instruments of China's resource and
economic policy in Central Asia are unprec-
edented concessional credit lines, long-term
investments and financing of infrastructure
projects. The hidden specifics of infusion of
Chinese money into local deposits are their
tight binding to Chinese producers, labour
sources and market.

Infrastructure Dimension: There is an active
process of pegging Central Asia to the Chi-
nese economy through an extensive commu-
nications network. This long-term initiative
aims to ensure an uninterrupted supply of
Central Asian resources to China. This com-
prehensive project is implemented through
the construction of a wide net of oil and gas
pipelines, highways, as well as railways.

Security Dimension: In security issues, Bei-
jing heavily relies on the Shanghai Coopera-
tion Organization SCO platform. The SCO
acts as a key mechanism of interaction and
enhances China’s ability to counter drug
trafficking and religious extremism. Bei-
jing's approaches to bilateral security coop-
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eration are determined by the prospect of
implementing large energy and infrastruc-
ture projects, as well as the position of a
concrete state takes in the Chinese general
economic strategy.

To achieve their goals, both Russia and
China are actively using political, econom-
ic, infrastructural and socio-humanitarian
tools that are systematized into intercon-
nected long-term initiatives. Other major
external actors - the EU and other European
countries, Turkey, Iran, India, and the Arab
states currently do not have strategic inter-
ests or enough resources to form an inde-
pendent strategic vector of development of
Central Asia and, thus, complement to
some extent the development of the above
scenarios.

Russia uses close existing ties with the
countries of the region, single economic and
infrastructure systems and a guarantee of
military-strategic protection.

China manipulates by affordable credit
lines, expands its presence in the resource
sector, and captures alternative energy
routes and infrastructure projects.

However, Central Asian states will not
develop within a single strategic scenario
orientated at one geopolitical centre. At the
same time, considering the prevailing geo-
political situation in the region, as well as
due to the current development processes of
Central Asian countries, Russia will still
retain dominant political positions in the
region in the medium term. Most parts of the
Central Asian region (except for Uzbekistan
and Turkmenistan) will develop under the
Eurasian scenario.

In the long term, the states of Central
Asia will orient themselves at various geo-
political vectors. This might lead to the fact
that in the future the republics of Central
Asia will not be considered as a single geo-
political space.

Nevertheless, it must be emphasized
that the scenarios offered to the Central

Asian countries today - Russian through
close military-political and economic inte-
gration, Chinese through fragmentation and
bilateral economic cooperation - in addition
to their own geopolitical goals, also repre-
sent stabilising factors.

In general, the states of the region are
still at the stage of determining their geopo-
litical future, choosing between traditions
(Russia) and tactical economic benefits for
possible further independent strengthening
(choice in favour of Beijing). At the same
time, there is clear understanding that the
choice in favour of one centre of power does
not exclude the possibility of “geopolitical
flirting” with other strong players. This ap-
proach enables the states of the region to
balance between centres of power, while
defending their long-term national interests.

At the same time, every year the field
for strategic manoeuvres is constantly nar-
rowing, and the Central Asian countries will
be limited by more rigid formats of coopera-
tion, while new geopolitical initiatives are
penetrating the region.
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Tajikistan - Trapped between Russia and China

|| Alisher Marufi

Tajikistan is one of the poorest countries
among the 15 former Soviet Union repub-
lics. The civil war (1992 -1997) severely
damaged economic infrastructure, causing a
sharp decline in industrial and agricultural
production. Services, export of raw materi-
als (gold, rare earth, silver, aluminium, etc.)
and agricultural products (cotton and fruits)
now dominate the Tajik economy. The econ-
omy is highly dependent on remittances
from labor migrants in Russia, which
amounts to 29% of GDP in 2018.' According
to various estimations, the informal sector,
including drug trafficking, represents from
25% to more than 40% of the country’s GDP.

The end of Russia’s depression in the
nineties allowed Russian companies to re-
turn and/or strengthen their historic pres-
ence in Tajikistan. In the 2000’s, Russian
companies quickly stepped in, and obtained
the share of the assets sold during this peri-
od, mainly in telecommunications (Megafon
and Beeline), raw aluminium production
(Rusal) and energy (Inter RAO EES and Gaz-
prom). Alongside with Russia, the institu-
tional offer of the Eurasian Economic Union
came to Central Asia together with security,
military equipment and energy offers.

However, Chinese influence in Tajiki-
stan significantly increased after the finan-
cial crisis of 2008 and, more importantly,
after the fall of the Russian economy in
2014-2017 due to sharp devaluation of Rus-
sian ruble owing to: a) nearly 50% decline
in crude oil price in 2014, and b) interna-
tional economic sanctions imposed on Rus-
sia following territorial dispute on Crimea.
Rapid growth of China led to more activities

abroad and therefore offered new economic
opportunities for Tajikistan. At a time when
western and Russian involvement in the
region was declining, China tempted Tajiki-
stan, by promising huge investments, to join
its grand New Silk Road Project. Current
agreements between China and Tajikistan
cover agriculture, infrastructure (The Asian
Infrastructure Investment Bank (AIIB)-
South-North road rehabilitation, free aid for
road repairs Dushanbe-Kulma2, Huawei
CCTV systems Safe City), industrial produc-
tion (CMEC - modernization of aluminium
smelter, Huaxin Zhongya Investment Wuhan
Co - cement production, TBEA- Power plant)
and mining (Kashgar Xinyu Dadi Mining -
silver mine, Zijin Mining- gold mine, TBEA-
Upper Kumarg and Eastern Duoba gold
mines3). While official statements predict
increases in trade between Tajikistan and
China, as of now only small amounts of Tajik
exports go to China. Moreover, Chinese en-
terprises are more competitive in all sectors
of common activity. As a result, China has
become the main importer to Tajikistan4,
with an estimated USD 1.3 billion, or 43% of
import in 2017, twice the amount of Russian
imports. However, Russia remained a top
export country. The creation of the Eurasian
Customs Union within the framework of the
Eurasian Economic Union — EAEU (Belarus,
Russia, Kazakhstan, Armenia and Kyrgyz-
stan) changed the main export destination
from Russia to Kazakhstan. This transfor-
mation can mainly be explained by low
transportation costs to Kazakhstan and im-
plies a re-export to Russia. The share of ex-
ports to these two countries is 30%, while
China receives only 6.55%.
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While local financial institutions have
limited opportunities, Russian and increas-
ingly Chinese banks have managed to enter
the local market. Whilst the activity of Rus-
sian banks was concentrated on remittances
flow to Tajikistan and the financing of local
banks, the capacity of Chinese banks to pro-
vide resources for targeted investment and
trade projects in the region was significant.
Chinese financial interventions, often in-
volving the EXIM Bank of China, usually
include different type of loans, direct in-
vestments, and service.6 Most often, they
are bundled in packages comprising aid,
concessional loans, trade agreements and
investment projects. These projects are usu-
ally managed by specialists from China and
require procurement of the equipment and
technology from Chinese suppliers. As a
result, Tajikistan’s total external debt in-
creased to USD 2.9 billion, or to the equiva-
lent of 40% of the country’s GDP7 as of the
middle of 2019. Of that total, USD 1.5 bil-
lion is owed to China, mainly to EXIM Bank
of China (USD 1.2 billion)8. It has been
growing constantly over the past decade and
therefore signals a structural vulnerability
for mainly state-owned companies. Tajiki-
stan’s external debt is projected to keep
rising in 2020-2022 as the government
ramps up construction of the Rogun Hydro-
power plant and other infrastructure pro-
jects.

However, it would be exaggerated to
conclude that China dominates in Tajikistan.
Russia has managed to maintain strategic
advantages in the region, ensuring a long-
lasting influence.

1. Because of an undeveloped economy and
a lack of employment opportunities in Tajik-
istan, more than 1.5 million Tajik citizens
work abroad, supporting families at home
through remittances. Due to historical and
socio-economic ties, Russia is still the main
country for labor migration from Tajikistan
(roughly 95 percent) and, accordingly, an
important source of remittances to the coun-
try. The remittance inflow to Tajikistan

reached its peak in 2013° amounting to
USD 3.7 billion and making up 42% of its
GDP. Since 2005, Tajikistan has been
ranked by World Bank as one of the top
countries in terms of remittances’ share of
GDP, which has been as high as 50%1° While
the remittance inflow to Tajikistan has de-
creased due to the Russian economy slowing
down in 2014-2015 and following tighter
immigration rules, it started to pick up
again in 2017. Even if the amount of remit-
tances is heavily dependent on downturns in
the economy and currency fluctuations, Rus-
sian authorities can use the regime of visa
and work licenses to exert pressure on Tajik-
istan. Therefore, by joining the Eurasian
Economic Union, unofficially lead by Russia,
Tajikistan’s citizens would be able to re-
ceive free work permit in Russia.

2. Security provision is another key asset in
Moscow’s hands. Since the beginning of the
20th century, Russia has been maintaining
or expanding its military presence in the
region and nowadays plays a determining
role in securing its borders. For instance,
Russia is co-founder and main partner of the
Collective Security Treaty Organization
(CSTO), linking Tajikistan, Kyrgyzstan, Ka-
zakhstan, Belarus and Armenia; but at the
same time, it maintains security agreements
with other regional partners who are not
members of this organization. Russia has its
201st Military Base stationed at two facili-
ties in Tajikistan — Dushanbe and Bokhtar,
referred to as the biggest Russian ,external
base” in the world. The 2012 lease agree-
ment under which roughly 7,000 Russian
troops are stationed in Tajikistan runs until
2042. In 2019, Russia strengthened its mili-
tary presence by deploying the C-300 air
defence missile system divisional set, which
was transferred to Tajikistan.!'! The main
tasks of the division will be to cover the
facilities of the 201st military base, as well
as the air defence of the Central Asian re-
gion. In addition, on the initiative of Russia,
joint military drills of CSTO member coun-
tries are regularly held in Tajikistan.”?
Hence, under the current geopolitical condi-
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tions, Tajik authorities regard Russia as the
warrant in the regional security. This gives
Russia a large leeway during political, eco-
nomic and diplomatic discussions with its
partners.

3. Russia is maintaining a strong influence
on fuel and lubricant imports to Tajikistan.
Under the agreement on cooperation in the
supply of oil products concluded in 2013,
Russian oil products are delivered to Tajiki-
stan on a duty-free basis. The volume of
deliveries is approved by Russia on an annu-
al basis at the request of Tajikistan (on aver-
age ca. 1 million tons per year). This allowed
Russian Gazpromneft to maintain roughly
55% of the fuel market in the country.

Using these advantages, Russia has se-
cured enduring influence in Central Asia.
One indirect outcome of this was the inclu-
sion of Kyrgyzstan in the Russian-led Eura-
sian Economic Union (EEU) in 2015. Russia
imposes internal trade barriers and re-
strictions for existing member states to ex-
port goods and curtails the free movement
of labour, capital, and investments, particu-
larly from Central Asian member states. At
the same time, Russia is promising conces-
sions and benefits to new members for join-
ing the EEU, even though they do not comply
with the existing legal and economic rules
and procedures?3. In 2019, Uzbekistan offi-
cially expressed interest in joining the EEU.
Pushed by Russia, the Tajik authorities have
long hesitated to join the bloc, but once
Uzbekistan joins the EEU, hidden political
and economic pressure from Moscow will
significantly increase.

However, Tajikistan is currently in-
volved in security deals with China, which is
a breakthrough for China since until then
Russia exercised the monopoly on security
affairs in the region. The agreements signed
in 2016 between China and Tajikistan gave
rights to China to refurbish or build up to 30
to 40 guard posts on the Tajik side of the
country’s border with Afghanistan. Under
the accords, Chinese border guards have
replaced their Tajik counterparts along large

swathes of the territory along the Tajikistan-
Afghanistan border, where Beijing deems
the Tajiks incapable of stopping militants
potentially infiltrating Tajik territory?4,
Moreover, with the tacit consent of Russia,
Tajikistan and China held joint military ex-
ercises in Tajikistan’s GBAO Region in 2019.
These anti-terrorist exercises featured air,
ground and air-defence forces.15

Even though China had legal claims to a
part of Tajikistan’s territory, it settled its
long-standing territorial dispute with Du-
shanbe by accepting a Tajik offer of four
percent of the land it had initially claimed.
Tajikistan was able to frame China’s conces-
sion as a major victory for the country’s sov-
ereignty and thus temporarily to improve its
image amongst Tajik nationalists.16

Chinese "high technology" actively
penetrates Tajikistan’s systems as well. Last
year, one of the public parks in Dushanbe
was equipped with Dahua artificial intelli-
gence (AI) cameras. In addition, a recent
report from Radio Free Europe Tajik Service
claims that soon Tajikistan’s array of CCTV
Huawei -Safe City cameras will be equipped
with Al technology enabling them to recog-
nize faces online.t?

Certainly, the central Asian region has
increasingly appeared as a field of competi-
tion between Chinese and Russian compa-
nies — but also between their political, tech-
nological, and economic influences. This
competition is currently overlapping in Ta-
jikistan.

Russia will continue to strengthen its
own position in Tajikistan via the Collective
Security Treaty Organization and will take
all measures for Tajikistan to join the Eura-
sian Economic Union soon. The high level of
labour migration from Tajikistan allows Rus-
sia also to competently manipulate econom-
ic affairs in this country.

However, soon the Chinese influence
might increasingly displace the historical
presence of Russia. China is scaling up fi-
nancial means to become the dominant force
in the region and harvesting the benefits of
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its commercial and financial presence in
terms of access to natural resources, institu-
tional and political influence.

|| Alisher Marufi

Alisher Marufi has been an economic moni-
toring expert of the Hanns Seidel Foundation
during 2014-2017. He has more than 11 years of
experience in micro and SME lending and in-
vestment banking in local commercial banks and
international financial institutions. He also has a
solid experience in private sector development,
deal structuring and business valuation. For 2
years, he headed the representative office of the
Kazakhstan-Tajikistan Private Equity Fund in
Dushanbe. In 2010-2014, he was a consultant
for the Project of German Agency for Interna-
tional Cooperation (GIZ) on development of mi-
crofinance in rural areas of Tajikistan. Currently
he is working for one of the international finan-
cial institutions’ offices in Dushanbe and focuses
on private sector financing.
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Uzbekistan for Efficient Use of the Old and New
International Corridors between Europe and Asia
to Expand its Foreign Economic Relations

|| Bakhtiyor Islamov, Doniyor Islamov,
and Sitora Primova

Five Central Asian countries are
landlocked individually and regionally, but
they are different from Mongolia — another
landlocked country, which is sandwiched in
between Russia and China. As a
geographical region, they have also three
other neighbours - Afghanistan, Iran, and
Azerbaijan across the Caspian Sea.
Uzbekistan, which is one of the two double
landlocked countries in the world (along
with Liechtenstein), has borders with all
Central Asian states (Kazakhstan,
Kyrgyzstan, Tajikistan, Turkmenistan) and
with Afghanistan. Due to efforts of President
Sh. Mirziyoyev bilateral and regional
relations with all these countries have
recently changed drastically and continue to
be a top priority for Uzbekistan. Only through
these countries, Uzbekistan could
communicate with Russia and China, as well
as with other European, Asian and overseas
states.

The geographical location of
Uzbekistan, practically in the centre of
Eurasia, far from seaports, necessitates the
intensive development of international
transport  corridors  (ITC)  connecting
Uzbekistan with world markets in the West
and East, North and South. Today, the
country implements many investment
projects in the field of construction and
reconstruction of railways and roads,
airports, the development of infrastructure

for free economic zones and the system of
transport and logistic centres. It is
important to form a coherent system of
domestic and international transport
corridors with a view to more efficient
participation in the international division of
labour by optimizing and reducing the costs
of cargo and passenger transportation.!

Currently, Uzbekistan has the highest
density of road networks in the Central
Asian region and has an integrated system
of railway junctions connecting all regions
of the country. The international airport in
the Navoi region in the central part of
Uzbekistan has become the largest aviation
hub for air cargo transportation, offering
comprehensive logistic services for air,
road, and rail transportation of goods. An
international multi-module logistic centre
has been created based on Navoi Airport,
which combines air cargo to Europe, India,
China, Japan, South Korea and the countries
of Southeast Asia.

The position of the Republic of
Uzbekistan in the international Logistics
Performance Index (LPI) has improved
significantly in recent years. However,
Uzbekistan is still in 99th position.
Accelerating the republic’s integration into
the system of international transport
corridors, the implementation of transit and
export-import potentials require further
improvement of all available modes of
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transport, as well as using existing
traditional and alternative routes. In his
latest Address to the Parliament on January
24, 2020, President of Uzbekistan Sh.
Mirziyoev stressed that international transit
capacity for cargo shipments will be
increased by 2.3 times.?

The ITC initiatives have become the
most topical subject on the agenda of global
development as well as in international and
regional economic, transport and trade rela-
tions. From the very beginning of its
independence, Uzbekistan supported these
initiatives (partly designed as large-scale
mega-projects) as the state’s priority
strategic tasks.3

The realization of the European Union’s
TRACECA project, and as well the
construction of the railway Uzbekistan-
Kyrgyzstan-China along the existing truck
road as a part of the Chinese "One belt - one
road" (BRI) initiative, could become an
important new link between West and East,
Europe and Asia in the near future and could
create additional synergetic effects. From
the beginning of the Transport Corridor Eu-
rope-Caucasus-Asia (TRACECA) Program,
Uzbekistan tried to use its transport
potential for the benefit of the development
of transport connections between Europe
and Asia. Among several international
transport corridors (ITC) passing through
the territory of Uzbekistan, the TRACECA
being a multimodal system of air, road and
railway routes has been promoting
alternative international combined traffic
for transit goods from Europe to Asia.

The participation in the TRACECA
Program had a positive influence on the
transport sector of Uzbekistan both from the
point of infrastructure development and of
institutional strengthening, legislation im-
provement and capacity building of the
country. For the period of the TRACECA
Program (implementation started in 1993)
technical assistance was provided to
Uzbekistan in the form of consulting support

amounting to about 10 million Euro,
investment projects amounting to 4.25
million Euro were implemented. Uzbekistan
nowadays participates in the
implementation of the Strategy of the IGC
TRACECA up until 2026, elaborated based
on its own Action Plan for the period from
2018 until 2021. The accession of
Uzbekistan to the Agreement on Joint
Financing of the PS IGC TRACECA and to the
Basic Multilateral Agreement on
International Transport for Development of
the Europe-Caucasus—Asia Corridor is
considered.*

In this context, the implementation of
the intercontinental project "One Belt - One
Road" (BRI)is also opening new
possibilities for the  development of
transport infrastructure, trade and
transit. The concepts of TRACECA and “BRI”
are focusing not only on the trade agenda
but also focus on significant investment and
transit projects. Economic relations between
European countries, Central Asian states
and China, which have a long history
resulting from the well-known ancient Silk
Road, could be increased significantly today
also by the expansion of transcontinental
cargo shipment.’

The coordinated participation in these
two projects is one of the priorities for
Uzbekistan. The construction of the railway
within the framework of the “BRI” Initiative
through Uzbekistan via Kyrgyzstan to China
is a project beneficial for allits partici-
pants. Ultimately, Uzbekistan will get
more direct access to China, as well as China
via Central Asia to Europe and vice
versa. Time of cargo transportation will be
reduced by several days.® The recent pilot
railroad shipment of cargo from Kyrgyzstan
via Uzbekistan,  Turkmenistan and
Azerbaijan to Georgia (exactly to Batumi at
the border with Turkey) also uses the new
railroad  Baku-Thilisi-Kars and  shows
efficiency as for less time needed (down to
33hours)” and with costs less than through
traditional transport routes. It also proved
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that existing opportunities and prospects of
the TRACECA and the BRI initiatives
in general outweigh the potential risks.®
Uzbekistan’s foreign economic relations
have been growing dynamically and
diversifying since 2017. The number of
foreign trade partners of the Republic of
Uzbekistan in 2020 amounted to 160.
According to the World Bank's forecast,
despite the pandemic, unlike many other
countries, in 2020 Uzbekistan is expected to
increase GDP by 0.8%. Growth is small, but
maintaining stability and food security in
the face of a pandemic is a good indicator.
The total volume of foreign investments in
the Republic of Uzbekistan amounted to $
7.2 billion), including $ 4.9 billion in
foreign direct investment, and $ 2.3 billion
in funds from international financial
institutions. Among the main foreign
investors to Uzbekistan were China, Russia,
and Germany, while the total number of
investing countries in the Uzbek economy
exceeded 50.1°

Russia has been traditionally the
largest trade and investment partner of
Uzbekistan for 25 years since its
independence. The volume of Russian
investments in Uzbekistan is more than $ 9
billion. In October 18-19, 2018 only during
the visit of the President of Russia to
Uzbekistan, more than 800 official
cooperation documents were signed, and
the amount of investments based hereon
exceeded $20.8 hbillion."" Signed trade
contracts were worth of $ 6.2 billion. At the
same time, the start was given to the
construction of a nuclear power plant (NPP),
which will tentatively go into operation in 8-
10 years and provide 20% of the then
necessary electricity to Uzbekistan. Over
1,776 enterprises with Russian capital are
operating in Uzbekistan. At the end of 2019,
the volume of bilateral trade amounted to $
6.6 billion, or 15.7% of the total trade.'
According to official figures, the number of
Uzbeks working in Russia is over two million
people. According to available data,
Uzbekistan is the leader among other

Central Asian countries in total migrant
worker remittances from Russia: Over the
past 3 years more than $ 10 billion."
Despite the pandemic, in 2020 the trade
turnover between the two countries
increased by 18% in the first half of the
year, and the volume of Russian exports to
Uzbekistan increased by 24.5%.'

However, since 2017 China has become
the leading trade and investment partner for
Uzbekistan. In particular, over the past
three years, 3.9 billion dollars of capital
investments from China have been
disbursed.”” Due to the pandemic, in the
first eight months of last year, Uzbekistan
sent $ 1.7 billion worth of goods to China,
while this year it sent only $ 1.1 billion
worth of goods. But at the same time, China
entered the top three countries in terms of
the number of foreign enterprises
established in Uzbekistan. As of the first of
October, there are 1,757 enterprises in the
republic with the participation of Chinese
investments.'® A few Chinese companies are
actively involved in projects to explore and
develop hydrocarbon fields as well as to
process natural gas in the country.
Uzbekistan supports the implementation of
projects for the construction of the pipeline
"Uzbekistan-China" and of the railway
“China-Kyrgyzstan-Uzbekistan". In this
context, we can note the successful launch
of the “China-Kyrgyzstan-Uzbekistan -
Turkmenistan” block train in June of 2020.
The countries have already reached certain
agreements on the development of

additional  favourable conditions for
increasing the volume of multimodal
transport along this corridor. another

important parameter of the success of this
project is the preparation of proposals for
the creation of joint ventures for the
consolidation, storage, processing and
distribution of foreign trade goods,
including fresh fruits and vegetables and
other. 1 The two countries are also
developing cooperation in the financial
sector, with the China Development Bank
and Export-Import Bank of China. The
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number of joint ventures in Uzbekistan with
China reached 1121, including 95
companies with 100% Chinese capital.”

After (16.8% of the total foreign trade
turnover) and Russia (14.8%), currently the
other top trade partners are Kazakhstan
(7.3%), Republic of Korea (6.5%), (5.2%),
Kyrgyzstan (2.4%), Germany (2.1%) and
Afghanistan (1.5%). Measures taken in
response to the coronavirus pandemic have
had a negative impact on the country's
foreign trade. In January-September 2020,
compared to the same period in 2019, the
volume of foreign trade turnover, exports
and imports decreased. According to the
results of January-September 2020, the
country's foreign trade turnover reached $
27,490. 1 million, which by 12% less
compared to the same period last year.
Export volumes decreased by 6%, import
volumes-by 16.5%.'® However according to
the World Bank forecast, Uzbekistan and
Tajikistan will be the only countries among
the 23 countries in the Europe and Central
Asia region that are expected to show
positive GDP growth in 2020. Provided that
the strict quarantine is not reintroduced
throughout the country, Uzbekistan's GDP
growth is projected to be between 4.8% and
5% in 2021." It is worth to note that the
coronavirus epidemic has become a test of
the unity and strength of cooperation
between partner countries. First of all, it
manifested itself in the willingness to share
not only epidemiological and organizational
experience, but also to provide financial,
economic and food assistance to each other.
In general, the proper development of
current projects could provide a new level
for the expansion of trade, economic,
scientific, technical, and investment
relations of Uzbekistan with Russia, China,
neighbouring states and the rest of Asia and
Europe.

The authors of the article consider that
better coordination of above-mentioned pro-
jects (TRACECA and BRI) could create large
synergetic effects for Uzbekistan and all

other countries involved.? The most
important matter is to avoid the politization
of these projects and first to consider their
efficiency. The TRACECA project from the
viewpoint of trade and transit plays a larger
role in the updated EU Central Asia Strategy
entered into force from May 2019 than it
was in the previous one.

|| Bakhtiyor Islamov

Prof. Dr. Bakhtiyor Islamov, was appointed
Uzbekistan's Deputy Foreign Minister in
December 2008 after his term as Uzbekistan's
Ambassador to Russia (2003-2008) and
simultaneously as Uzbekistan's Ambassador to
Belarus based in Moscow (2004-2008).

In February 2012, he was appointed
professor at the Tashkent branch of the Russian
Plekhanov University of Economics and since
September 2017, he has also been professor at
the Tashkent State University of Economics
(Uzbekistan). At the same time, he worked at the
Slavic Research Center (SRC) from November
2013 to April 2014 and from July 2015 to April
2016 and at the School of Economics and
Commerce at Hokkaido University, Japan from July
to October 2018. He was also a visiting professor
at the North East Asia Centre (CNEAS) at Tohoku
University. On 10 December 2019, he was
appointed First Director of the Tashkent branch of
the Moscow State Institute of International
Relations (MGIMO).

He specialises in issues related to the world
economy, international trade and business, as
well as the economy in transition and sustainable
development in Uzbekistan and other Central
Asian countries.

|| Doniyor Islamov

Doniyor Islamov leads the RB ASIA team as
CEO (international investment consulting
company in Tashkent). He started his career at
PricewaterhouseCoopers (Russia), was director
of an e-commerce company and financial
director at an international telecommunications
company. In 2012, he became a member of the
Association of Chartered Certified Accountants
(UK) and is licensed as a professional participant
in the securities market of the Republic of
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Uzbekistan. He also acted as ADB advisor for the
reform of state-owned enterprises in Uzbekistan.
In 2010, he graduated from the Moscow State
Institute of International Relations (MGIMO)
with a Master's degree in the field of securities
market. He is a member of the international non-
governmental non-profit organisation (INGO)
"Buyuk Kelayak" (Uzbekistan).

|| Sitora Primova

Sitora Primova graduated from the Tashkent

Institute of Irrigation and Melioration in 2017
with a Bachelor's degree in Economics and
Management and from the Tashkent State
University of Economics in 2019 with a Master's
degree in Economics. Since 2007, she is a PhD
student at the University of World Economy and
Diplomacy.
From 2017 to 2019 she worked as a financial
analyst in LLC “Premium Coffee Project”. Since
2020, she is a PhD student at the University of
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