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POWER AND SOCIETY

CENTRAL ASIA:
UNIVERSAL DEMOCRACY,
NATIONAL DEMOCRACY,
OR ENLIGHTENED AUTHORITARIANISM?

Farkhad TOLIPOV

Ph.D. (Political Science),
associate professor at the Political Science Department,
National University of Uzbekistan
(Tashkent, Uzbekistan)

newly independent states have spent fifteen

yearsof sovereign devel opment creating and
spreading the myth of so-called enlightened au-
thoritarianism as the most desirable and imple-
mentable political model (principle) for these
states. This conception has been surfacing more
and morefrequently in political discourserecent-
ly. It lookslike aproduct of the crisisthat hit the
political research of democratizationissuesinthe
post-Soviet (particularly Central Asian) countries.
Wecan say very provisionally that the democrat-
ic rhetoric in the newly independent states has
passed through three stages:

T he apol ogists of authoritarian regimesinthe

(1) resolute statementsabout the democrat-
ic choicewhen these states gained their
sovereignty;

(2) talk about the possibility of an exclu-
sively national democratic model;

(3) acceptance of enlightened authoritari-
anism as the most appropriate political
system.

These are mainly conceptual issues to be
discussed from the conceptual point of view: the
crisisin political research is caused by the domi-
nation of political short-term considerations and
apolitically motivated apology over therigorous-
ly scholarly and critical approach.

Below | shall usetheterm“democratic con-
structionism” instead of the widely used concept
“demaocratic construction” to separate the practi-
cal process of developing democracy as a politi-
cal system from the theoretical process of creat-
ing an adapted concept of democracy.
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A Course
Toward Democracy

For obvious reasons, at theinitial stages of the post-Soviet reforms, the Central Asian coun-
tries proceeded from natural political idealism; the Soviet totalitarian system was denounced to the
accompaniment of statements of aresolute democratic choice coming from the very top. By saying
this, the new heads of newly independent states were confirming their legitimacy. The democratic
romanticism of the early period was not overburdened with conceptual left or right biases. The
democratic sentimentswerelargely prepared by the policy of “ perestroika, openness, and new think-
ing” of thelast Soviet leaders. Mikhail Gorbachev opened the valves that had been suppressing the
political activity of the masses and sowed the seeds of democratic culture and people’ s democratic
behavior.

The currently observed “ search for democracy” and “ intrigues of autocracy” are rooted in
perestroika. The democratic euphoriaof thefirst years of independenceis responsible for the polit-
ical science courses and other disciplinesthat appeared on the university agendathroughout the post-
Soviet expanse; classical Western works on democracy and recent creative efforts of prominent
scholarsappeared in translation. All generations discovered the West for themselves, while students
and young academics regarded Western university diplomas as their cherished dream and purpose
inlife. The new time was best illustrated by mass study and eager acceptance of the Western polit-
ical, economic, social, and ethical standards; Western democracy was commonly accepted as a
political and social ideal.

Western endowments and foundations, experts, businessmen, charities, and even missionaries
rushed to the newly independent states. It was a dynamic process of mutual exchange.

Onthewhole, the basic universal democratic principlesand institutionswere successfully adapted
tothepolitical systemsat thevery early stage of independent devel opment; there appeared multi-party
systems, elections to legislatures (commonly called parliaments), the institution of presidency, hu-
man rights and freedoms were enforced in the constitution, democratic norms, the institution of om-
budsman, membership in the U.N., the OSCE, and other international organizations, introduction of
the principle under which international law dominated over national law, etc.

More than that, all the officials and leaders of the newly independent states insisted in public
that nothing was more important in the transition period than studying and borrowing the democratic
experience of theworld' sleading democracies. At that time, all the newly independent statesregular-
ly convened international conferences, seminars, and training sessions on human rights and democra-
cy issues, and published ahuge number of documentson the same subjects. They signed the Universal
Declaration of Human Rights, the Final Act of the Helsinki OCSE Conference, and many other inter-
national instruments related to democracy and human rights. By doing this, they shouldered interna-
tional responsihilitiesin these fields.

In this way, the democracy issue gradually developed from domestic to international and be-
came one of the necessary conditionsfor the effective administration of the globalization and interna-
tional security processes. Director of the Stockholm International Peace Research Institute Adam
Rotfeld has written that upgraded efficiency of international governance requires that civil society
should be further devel oped together with internal democratization, greater civil involvement in the
administration process, the rule-of-law state, and responsibility of the administrators.

! Seer A. Rotfeld, Organizing Principles of Global Security, SIPRI Y earbook 2001: Armaments, Disarmament and
International Security, Oxford University Press, Oxford, 2001.
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Thisidea of democracy’s international dimension is generated, first and foremost, by the fact
that today the weakness of states, caused by a shortage of demacratic structures and their inability to
copewith organized crime, international and domestic terrorism, corruption, lack of political freedoms,
violations of human rights, religious and ethnic conflicts and aggressive nationalism, presents the
greatest security hazard on aworld scale.?

For thisreason, in the 21st century, democracy should be regarded not merely asaform of gov-
ernance, but also asaroad leading to the peaceful coexistence of nations.® From thisit followsthat the
universalism of democratic constructionism was born from society’ s expectations, on the one hand,
and the current global trends, on the other. It was a natural process, and the only possible answer to
the challenge of independence. Democracy as avalue, aform of political governance, and the mean-
ing of public relations was unquestionably accepted as the only possible course. Later, however, it
became a course that depended on many conditions.

Moving Back
to the National Modé

At theturn of the 2000s, however, the newly independent states gradually moved away from
universalism toward the nationalist position on the issue of democracy. This can hardly be de-
scribed as a scientifically rigorous idea at which political scientists arrived, not without a lot of
soul-searching, during the years of independence. It was rather a sign of mounting doctrinarian-
ism: no one has yet to come forward with a clear description of the basic and unique features of
this model.

Thisnaturally suggests the following questions: Which features of “one’sown” national model
are unique and absent from other countries? Which features of national democracy are borrowed from
abroad? It should be said that irrespective of their support of any of the democratic constructionist
schools—universalism or nationalism—academics, politicians, and ideol ogists have never rejected such
universal values and norms of democracy as elected power, the multi-party system, the separation of
powers, the free mass media, human rights and basic freedoms, etc.

In an effort to justify the need for and possibility of a national democracy model, many of the
home-grown politicians and academicsinsist that the local social and political reality and historical-
cultural heritage (or mentality, another favoriteterm of theirs) are creating avery specific context within
the general democratic evolution.

Arthur Atanesian, a political scientist from Armenia, has demonstrated that “ democratic cen-
tralism” Soviet styleisthe mainfeature of thisspecial, “ one’ sown,” national democratic model. After
years of independence, many of the CIS countriesare still ruled by members of the Soviet nomenklat-
ura.* They proved unable to discard the Soviet heritage and choose aroad other than one leading to
arevival of Soviet-style authoritarianism.

Its specifics were expressed not so much in the unique and inimitable experience of other coun-
triesmoving toward their own style of democracy and not relying on foreign patterns, asin the repro-
duction of that special feature of the nation and national culture that is, in fact, a stumbling block

2 |bidem.

3 See: “The Warsaw Declaration ‘ Towards a Community of Democracies,”” Polish Quarterly of International Affairs,
27 June, 2000, pp. 24-25 (see also: International Legal Materials, Vol. 39, No. 6, November 2000, pp. 1306-308).

4 See: A. Atanesian, “Paradoxes of Democracy and Democratization Trends in Central Asia and the Southern Cau-
casus,” Central Asia and the Caucasus, No. 6 (36), 2005, p. 17.
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along this route of advance. The clan system in Uzbekistan is arelevant example. The local ideolo-
gists and political elite have identified it as the main barrier on the road to democracy and, what is
more important, as a security hazard. So far nothing has been done to remove its remnants—instead
they are being preserved.

Paradoxically enough, the rhetoric of the national democracy model is designed to conceal the
attempts to monopolize democracy as asystem and avalue. Arthur Atanesian hasjustly pointed out:
“The post-Soviet CIS leaders are doing their best to adjust themselves to the need to carry out demo-
cratic reforms and adapt them to themselves.”® The regime went as far as appropriating the only pos-
sible interpretation of democracy and the road leading to it. In thisway, we have arrived not at a na-
tional model of democracy, but rather at a national model of denying democracy. Russian political
scientist Nikolai Borisov has said on this score: “ The transformation of the political regime has led
not to modernization of therepublic’ spolitical system, as might be expected, but to its de-moderniza-
tion and archaism.”®

Research of the post-Soviet developments have reveal ed that the idea of national democracy in
itsCentral Asianformsand methods servesisolationism to amuch greater extent than el sewhere. This
brings us to a paradox: the political system in Uzbekistan, or anywhere else in Central Asia, cannot
and should not follow the principle: national in form and democratic in content. The form of demo-
cratic content should be democratic: more nationalism in Uzbekistan (and elsewherein Central Asia)
means less democracy.

It should be borne in mind that democracy isno longer a domestic issue—it is developing into
an international-political one; it is becoming one of the indispensable conditions for effective man-
agement of globalization and international security. In Central Asia, democracy hasacquired aregional
dimension as well. This cannot be detected in the current discourse of democratic constructionism.
Nobody hasyet formulated ahypothesisof regional democracy intheoretical, let al one practical terms.
Thisapproach, however, could have brought us closer to an understanding of what iscalled local (re-
gional) specificsin democratic development (if it exists at all).

Recently, nearly all the newly independent states demonstrated that they were moving away
from universalism. On 8 July, 2004, the CIS countries made public their joint statement at the
Viennasitting of the OSCE permanent council, which said in particular that this inefficient or-
ganization “failed to adapt itself to the demands of the changing world.” The OSCE’ sfield activ-
ity was subjected to scything criticism because it allegedly was limited to “monitoring the situ-
ation in the field of human rights and democratic institutions.” It was alleged that the mission
heads allow the domestic policies of the countriesin which they are stationed to be “unjustifiably
criticized.””

In Uzbekistan, the offices of most of theinternational organizationswere closed down under the
pretext of their alleged involvement in destructive policies. No confirmation followed: the public was
offered no convincing proof of their destructive (undermining, if democratic activities can be described
as undermining) activities. Thiswas another obvious sign of retreat from universalism in democratic
constructionism.?

The above suggeststhat the national model was born because democratic changes slowed down,
while conservatism and authoritarianism in the newly independent states came to the fore.

5 See: A. Atanesian, “Paradoxes of Democracy and Democratization Trends in Central Asia and the Southern Cau-
casus,” Central Asia and the Caucasus, No. 6 (36), 2005, p. 21.

5 N. Borisov, “Transformation in the Political Regime in Uzbekistan: Stages and Outcome,” Central Asia and the
Caucasus, No. 6 (36), 2005, p. 30.

" F. Lukianov, “Zakliuchitel’ny akt. Strany SNG prigovorili OBSE,” available at [www.centrasia .org 10/07/2004].

8 For more detail, see: F. Tolipov, “The Moment of Truth: End of the Transition Period? (On the Democratic Initia-
tive in the Central Asian States), Central Asia and the Caucasus, No. 5 (35), 2005.
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Stagnation
in Democratic Constructionism

Today, we can see the following trend, which derives from the previous one: adesire to formu-
late scientifically substantiated models and conceptions of democratic constructionismisbeing grad-
ually pushed out by the widely accepted pseudo-conception of enlightened authoritarianism. Its au-
thors seem to be convinced that “ enlightened” means* democratic” in certain contexts: otherwisetheir
conception would have denied any type of democracy. Indeed, who needs enlightened authoritarian-
ism unlessit leads to democracy?

This conception, however, squeezes the national political processinto acramped space and
makes it dependent on the degree of enlightenment, level of knowledge, intellect, and goodwill
of one man. It (the conception) does not guarantee and, in fact, does not demand a set of virtues
for the others involved in the political process, on the one hand, and for any descendant, on the
other, since it does not contain the principles of aregular rotation of people at the top. “ Enlight-
ened authoritarianism” isa conception that preserves the status quo. On the other hand, we can
ask: “What does it mean to be enlightened?’ Does it mean the educational level ? If it does, most
of the dictators of the distant and recent past were educated/enlightened people. In fact, practi-
cally all theauthoritarian |leaders and dictators at all timestried and are trying to pass for educat-
ed people aware of the nation’ s hopes and needs. They repeat correct slogans at every opportuni-
ty and even enact the right laws.

It seems that the enlightened authoritarianism conception was invented to justify life presiden-
cy: suchleaderspretend to symbolize stability, predictability, abalanced and consistent political course,
etc. Many, however, tend to missthe fact that more often than not such regimes slip into senility, stag-
nation, and degradation. | am growing more and more convinced that the political resource of each
and every leader islimited and is completely exhausted by the end of thefirst or, at best, the second
term in power. Thisis a non-renewable resource, not only because the leader’ s enlightenment level
gradually wanes away, but because of two important circumstances that cannot and should not be
ignored:

(1) over time, the burden of natural and unavoidable errors and blunders accumulates to reach

acritical level: to err ishuman after all (deified |eaders seem to beimmuneto thisuniversal
rule).

(2) After awhile people grow tired of irremovable leaders; what is more, the nation gradually
becomes convinced (with good reason or not) that the leader is just too greedy or power-
hungry to retreat from the scene.

Over time, suspicions go even further: people begin to suspect that the leader isapuppet kept in
power by those who prefer to stay out of limelight and pursue their private interests to the detriment
of the state’ s national interests.

This explains why the developed democracies restrict the head of state to two terms in power
and accept no excuses. It might beimagined that peopl ein the devel oped democraci eshave much fewer
reasons to be discontented with their democratic |eaders and therefore have more reasonsto let them
stay in power longer. Opposite examples are few and far between: the best and most successful |ead-
ers have to go at the appointed time.

In 1997, Fareed Zakaria, aprominent American political scientist, wrote something that fully
applies to the post-Soviet (especially Central Asian) states: “Democracy is flourishing; constitu-
tional liberalismisnot. ...It appearsthat many countries are settling into aform of government that
mixes asubstantial degree of democracy with asubstantial degree of illiberalism. ...Constitutional

11
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liberalismisabout the limitation of power, democracy about itsaccumulation and use. For thisreason,
many eighteenth- and nineteenth-century liberals saw in democracy a force that could undermine
liberty. ...llliberal means are in the long run incompatible with liberal ends. ...In countries not
grounded in constitutional liberalism, the rise of democracy often brings with it hyper-nationalism
and war-mongering. ...Whileit is easy to impose elections on a country, it is more difficult to push
constitutional liberalismon asociety. ... Thusthe problemsof governanceinthe 21st century will likely
be problems within democracy.”® It follows from the above that enlightened authoritarianism does
not guarantee a shift toward liberal democracy.

Infact, atruly enlightened person will not seek authoritarian power that will place him above his
subjects; hewill never believe himself to beinfallible, he will never indulgein limiting the freedoms
of others, or in banning them altogether.

Here iswhat Boris Chicherin, a prominent Russian scholar, had to say at the dawn of the 20th
century: “Those who imagine that amonarch will limit his power on hisown initiative driven by his
own magnanimity know next to nothing about human nature. Under the burden of power, he will be
lured by its charm, which can easily make up for all the disadvantages. There is always the retinue
whose personal interests depend on one particular person’s continued power and who are engaged in
shady deals behind his back. There are numerous plausible reasons for retaining the high post: popu-
lar sentiments, the call of history, the fatherland’ s alleged benefits, disintegration of the state, in short
everything that is normally used to leave arbitrariness intact.” 1

Anti-Americanism
as a Political Technique of
Anti-Democratism

There are obvious attempts to use obscurantist methods (such as creating an enemy image, one
of the favorite Soviet devices) to play down the equally obvious failure of democratic construction-
ism. Anti-Americanism has developed into aform of militant anti-democratism. In Uzbekistan, for
example, all so-called analytical programsrun by Takhlilnom TV Channel start with cynical and caustic
remarks about the United States and what pass for wise remarks about the absence of universal dem-
ocratic formulas.

The recent successful and failed “color revolutions’ in some of the CIS countries (Georgia,
Ukraine, Kyrgyzstan, and Uzbekistan) triggered alarming anti-American hystericsin the newly inde-
pendent states, Russiaincluded. Americaisheld responsiblefor the causes, nature, and driving forces
behind these “revolutions.” Once more, hypertrophied geopolitical approaches pushed aside the new
approaches to the transformation processes across the post-Soviet expanse, which barely had timeto
become more or |ess coherent.

Meanwhile, biased political scientists and journalists are busy chewing over the topic of
America's “defeat” in Central Asia very much in the vein of the classical political techniques.
They have completely missed an important point: the contemporary drama caused by rejected
democracy and consolidated autocracy unfolding in the newly independent states (particularly in
Central Asia) hasageopolitical dimension aswell. It isshownintwo factors: (1) the heritage | eft
by the Russian Empire and the Soviet Great Power and (2) the profoundly continental existence of

9 F. Zakaria, “The Rise of Illiberal Democracy,” Foreign Affairs, November/December, 1997.
10 B.N. Chicherin, “Rossia nakanune dvadtsatogo stoletia,” Novoe vremia, No. 4, 1990.
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these nations and states. Russian academic Dmitry Furman has correctly pointed out: “ The unity of
the Russian continental empire was inseparable from the authoritarian nature of Russia s political
system.” 1

No wonder the usual Russian imperial urgeto expand (“land gathering”) has been transformed
into a struggle for the post-Soviet expanse as a sphere of Russia’'s domination.?? “Russia’ s assist-
ance in the struggle with the opposition and the West’ simpact designed to democratize and liber-
alize the post-Soviet regimes has become an important factor helping these regimes to survive and
tying the CIS closer together in a Russian-headed ‘ holy alliance’ of the presidents against the op-
positions.” 1

Therehasbeen alot of talk recently about the so-called democratic intervention: Western policy
designed to promote democracy in the newly independent states. Their regimes have already described
thisasinterferencein internal affairs or even as an attempt to stage revolutionary upheavalsin these
countries. The presidents’ “ holy alliance” is spearheaded not only against the local opposition, but
also against democratic pressure from the outside.

Tomy mind, America sdriveto promote democracy inthe newly independent statesisneutrally
colored—it is merely afact of life. We should admit that America’s history contains both light and
dark pages, which istrue of any world power. Neither the U.S., nor Russia, nor China, nor any other
power should be demonized or idealized. From the political and especially moral points of view, the
idea of support and promotion of democracy should not be a priori condemned, if it is not geopoliti-
cally biased.

In hiswidely read America asa Civilization, prominent American historian and sociologist Max
Lerner pointed out that for centuriestheworld haslooked at Americain adistorted light: first through
the rose-colored glasses of hope, and later through the prism of the myth about its power and wealth.
For sometimeitsimage wastarnished by gangsters; later it suffered because of the political storms of
the prolonged “armed armistice” period. Genuine Americawas lost amid fantastic images created by
distorting mirrors.**

Max Lerner put practically all the American doctrinesin anutshell when he said that Americans
regarded themselves not as fighters against ideologies, they considered themselves realists resolved
to keep the world open to all social systems, provided that they refrain from aggression.®®

The time will come when the relations between Uzbekistan and the United States normalize; |
am pretty sure that our ideologists (those who fear America today and who recently praised it to the
skies) will resume their praises.

We Need
New Perestroika

Today Uzbekistan needsthat which awakened the Soviet peoplein 1985—perestroika and new
thinking. | say thisfor several reasons, the main one being the striking similarity between the current
sociopolitical situation in Uzbekistan and that in the Soviet Union on the eve of perestroika. [tsmain

1D, Furman, “Dolgiy protsess raspada Rossiyskoy imperii,” Nollection of articles Tsentral’naia Azia i Kavkaz:
nasushchnye problemy, ed. by B. Rumer, TOO East Point, Almaty, 2005, p. 57.

2 See: |bid., p. 91.

2 1bid., p. 97.

14 Quoted from: M. Lerner, Razvitie tsivilizatsii v Amerike, in 2 volumes, Vol. 2, Raduga Publishers, Moscow, 1992,
p. 473.

5 See: |bid., p. 741.
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elements are the ideol ogical monopoly of one party, no pluralism of opinions, and aban on criticism;
an absence of opposition; economic stagnation; empty slogansand lack of systemic effort; dogmatism
and apologetics in the humanities; an enemy image, etc.

In 1985, the Soviet leaders were bold enough to admit that the state was in crisis and that its
economy was stagnating. They launched unprecedented reforms. In hisbook publishedin 1988, Mikhail
Gorbachev wrote: “ The methods perfectly suited to extraordinary conditionsresulted in slowing down
socioeconomic growth under the new conditions.” ¢ Thisfully appliesto post-Soviet Uzbekistan: the
Soviet methods still applied inside the country may slow down the country’ s progress toward world
globalization rates and progressive standards of democratic development.

The Soviet strategy of reforms had two dimensions: internal and external. Perestroika was the
internal dimension, while the new thinking was addressed to the world. Perestroika Uzbekistan style
could have included several seriousinnovations.

m First, we should initiate openness and glasnost in the political process;
m second, the time has come to assess our party system in real terms and launch reforms.

m Third, deep-cutting administrative reform isoverdue: it must uproot the clan system, region-
alism, and corruption.

m Fourth, itisnecessary to create asocial atmosphere of free and open discussion and criticism
of the problems our state and society are facing.

The new thinking may also embrace several innovations:

m first, we should start the dialog with the West anew and restore the old strategic relations;
m second, the time has come to concentrate on regional integration in Central Asia;

m third, we should upgrade our statusin the U.N., the OSCE, NATO, and the CIS.

Today Uzbekistan has to cope with nine practical problems and eight dilemmas of democratic
construction.
The nine practical problems are as follows:

1. Thecrisisin the political system;

. The absence of independent democratic mass medig;

. Thecrisisin the system of local self-government;

. Thethreat presented by the clan system and regionalism;

. The absence of a mechanism of public opinion polls;

. The undevel oped mechanism of direct contacts and feedback between the state and society;
. The abuses and corruption in the state and social structures;

. State interference in the private business sector and market processes;

© 00 N o o~ WDN

. The gap between ideology and the people’slife.

The eight conceptual dilemmas are as follows:

1. Compatibility between the secular state and Islamic culture;
2. Compatibility between Islam and democracy;

16 M.S. Gorbachev, Perestroika i novoe myshlenie dlia nashey strany i dlia vsego mira, Political Literature Publish-
ers, Moscow, 1988, p. 43 (English edition: M. Gorbachev, Perestroika: New Thinking for Our Country and the World,
Perennial Library, Harper & Row, 1988).
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3. Democracy or autocracy;

4. Security or democracy;

5. National or universal model;

6. Gradual or fast progress;

7. Liberalism or paternalism;

8. Modernization or traditionalism.

Itisfor the academic community (not only for the government) to ponder on these problemsand
dilemmas. | am convinced that if the academic community and the state pool their efforts to address
these problems, the country will undoubtedly demonstrate an unprecedented upsurge in scholarly
thought and political creativity. | regret to say that the Uzbek political scientistshave not yet addressed
these fundamental issues and have not yet offered novel solutions. Uzbekistan, the scholarly potential
of which isthe most powerful among its Central Asian neighbors, has not yet demonstrated even half
the range of pluralistic opinions, or an active and open discussion of the challenging issues, which
was demonstrated by Kyrgyzstan, a much weaker state, by that time. The academic communities of
our neighbors have already reached higher level s of scholarly research and demonstrated pluralism of
opinions and novel approaches.

Many thingsin Uzbekistan call for fresh approaches. How should national interests be defined?
What are they? How should they be defended? How should we monitor a strategy to correct them on
time? Can wejustify the spoilt relations with the United States and should we restore them to normal -
cy?How many parties doesthe country need for itsfull-fledged democratic devel opment? What isthe
correlation between religion and democracy?

Last October, Tashkent hosted an international conference on the role and importance of the
Islamic factor in developing civil society. The participantsfrom Uzbekistan mainly repeated what had
been repeatedly said at the official level: in Uzbekistan, religion is separated from the state. Thisre-
quires no proof, at least at the conference, which should have raised and discussed much more pro-
found questions about therole of religionin civil society. It providesfood for thought, sincelslam, as
areligion and away of life, is gaining popularity.

These and other topical issues, the number of which isunlimited, call for an open and vivacious
discussion. Glasnost isa serioustest, which isnot limited to the media—it isaway of political think-
ing. Some peopl e panic when glasnost is discussed; they are convinced that afree and open discussion
of the problemswill trigger quarrels, squabbles, permissivenessand, inthefinal analysis, destabiliza-
tion of the social and political situation. Thisisidletalk. There will always be people ready to profit
from reforms and conservative and reactionary forces that will slow down the reforms and discredit
their leaders. This should not be taken to mean that the reforms should be discontinued and that there
should be doubts about successful democratic developmentsin an “Asian country.”

The hearings held in December 2006 at the PACE Political Affairs Committee devoted to Cen-
tral Asiatestified that the international community and Europein particular wanted to see democratic
developments in the region and Uzbekistan as its part and that they tried to assess the potential and
importance of such developments.

Onthewhole, the West (not the East or the North) heaped alot of criticismonthelocal statesfor
the violations of human rights and their inability (read: unwillingness) to pursue democratic reforms.
Such criticism could be heard, among other places, at a conference of the European Bank of Recon-
struction and Development held in Tashkent on 5 May, 2003 when EBRD President Jean Lemierre
pointed out that the annual meeting succeeded in placing “civil society at the core of the [develop-
ment] process. It'samajor achievement,” said he, and added that the future level of EBRD coopera-
tion with Uzbekistan would depend on Tashkent’s fulfillment of its reform commitments. He also
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warned the Uzbek leaders: “We have arange of options—between moving forward and investing, and
reducing our activity as we have done in other countries.”

The world community wants to see Uzbekistan a democratic country. More than that, | am
absolutely convinced that the United States and other leaders of the democratic world will support
the political and economic reformsin all the newly independent states. Thisalready happened near-
ly 20 years ago, when the U.S. supported perestroika and went ahead with its economic support of
the Soviet Union.

Our country isnow in aquandary created by adramatic combination of subjective and objective
factors, in which the objective factors have made the subjective ones even moreimportant. Indeed, the
policy makers, the people who rule the state, are operating under very complicated internal and exter-
nal conditions—thereisno such thing asapolitical vacuum. The Central Asian, and the international
context for that matter, in which Uzbekistan and its statehood are devel oping, directly affectsthe nature
and content of political decision-making. Today, the context is far from favorable: the great power
geopolitical rivalry (the so-called Great Game) in theregion has reached its apogee. Waged according
totherulesof the“balance of power” or the*zero sum game,” it can be described as destructive rather
than constructive.

The entire region, Uzbekistan being no exception, was thrown off balance; barely begun,
the democratic changes in Uzbekistan (and in its Central Asian neighbors) ground to a halt not
only because of their leaders' erroneous decisions, but also under inevitable pressure from the
new world order.

In other words, the Central Asian developments affect Uzbekistan’s domestic and foreign pol-
icies as part of awider, global, and deep-cutting process of worldwide perestroika. What we need is
akind of Y alta Conference to determine the region’ s post-Cold War status. The democratic future of
Uzbekistan and its neighbors should be determined as part of their new status.

In Lieu of a Conclusion

The ideology of democratic fundamentalism goes hand in hand with the highly simplified and
absolutized static model of universal democracy; the ideology of democratic relativism completely
corresponds to the attempts to build a national democratic model, while the ideology of democratic
obscurantism hinges on ideas of enlightened authoritarianism. The three ideologies are obviously
untenable and easily refuted. The ideology of democratic constructionism should receive more aca-
demic attention. Regrettably, this has not yet happened, the academic community was lured away by
sham scholarly hypotheses put into circulation and gaining alot of attention.

Kyrgyz political scientist Noor Omarov rightly pointed out that deliberations about theinability
of the countriestrying to reform themselvesto accept the Western democratic values astheir own are
gaining popularity across the post-Soviet expanse together with the idea of a special “Asian way.”’
Thiswas encouraged, among other things, by the “ national resurrection” policy pursued by the Cen-
tral Asian rulers who revived the archaic (clan included) forms of conscience when trying to set up
modern administrative structures.® Indeed, the state and society were enthralled by the revived “joy” —
the archaic folk features—to the extent that they pushed aside democracy that allegedly comes from
the outside.

Thenational democracy conception intheform presented by certain quasi-patriots does not hold
water. We should bear in mind that the teaching of political disciplinesat universities, no matter how

17 See: NOOR (Kyrgyzstan), No. 2, 2003.
18 See: |bidem.
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formal and superficial, is based on Western knowledge and Western scientific methods, even though
dramatic stagnation and rejection of Western democracy by those who rulethe country are very much
obvious.

The enlightened authoritarianism conception is likewise untenable because it distorts the very
essence of the problem. Those who support it should always remember that only one step separates
enlightened authoritarianism from unenlightened and will lead to a personality cult. The conclusion
suggestsitself that leaders should be el ected and rotated—thisis one of the basi ¢ principles of democ-
racy. It isnot merely apolitical and juridical principle—itisamoral and ethical principlethat should
not be patterned to fit short-term considerations.

Even if we admit that one leader or another isindeed a highly enlightened person, the enlight-
ened authoritarianism conception is absolutely useless even as atransition model. It detracts too far
from democratic constructionism and completely relies on purely subjective factors rather than on
objective laws of social development.

We should always bear in mind that the search for the best possible democratic model, which
has been going on throughout the entire history of democracy, never went far from the basic idea—
self-reproduction of democracy as a SY STEM that least of all depends on subjective factors. The
founding fathers of the democratic SY STEM S have alwayswarned against the “tyranny of the major-
ity” (to borrow aWestern term), that is, the tyranny of democracy. If democracy is fraught with tyr-
anny, we should be apprehensive of an enlightened authoritarian ruler.

The Central Asian countries possess avast economic, resource, human, educational, scientific,
and political potential; and their democratic potential isequally wide. Thisiswhat makesthem differ-
ent from the so-called Third World countries. We should preserve this potential—otherwise we shall
find ourselves among the underdevel oped (economically and democratically) countries.

Autocratic intrigues come to the fore where and when there is no quest for democracy. Indeed,
in the final analysis, the enlightened authoritarianism conception is inadequate because it appeared
too late: the leaders of the newly independent states were democratically (as we were told) elected,
whiletheir constitutions and laws envisage universal democratic principlesand normsthat have noth-
ing in common with the idea of enlightened authoritarianism.

In hisPrefaceto the 12th French edition of Democracy in America (1848), Alexisde Tocqueville
offered an important conclusion suggested by his observation of American democracy that the rest of
the world should not slavishly copy the institutions the country has created for itself. We would be
better, said the author, to figure out what suits us and what does not. We should not borrow exam-
ples—we would be better to grow wiser. If we did borrow something, we should concentrate on the
principlesrather than the detail s of their laws. Thelaw of the French Republic might and should differ
from those that governed life in the United States, yet the principles on which the legal system of the
American states rested, the principles that ensured public order, the division and balance of power,
genuine freedom, and sincere and profound respect for the law were absol utely indispensable for any
Republic. They should be shared by all republican states; it can be predicted that wherethere are none,
the Republic will soon die.*®

Thisfully applies to Uzbekistan and its Central Asian neighbors.

19 See: A. de Tocqueville, Demokratia v Amerike, Progress Publishers, Moscow, 1992, p. 24.
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in 1989, Zbigniew Brzezinski offered two

major conclusions. the Soviet Union would
inevitably fall apart to be replaced, nearly every-
where, with authoritarian regimes.

The democratic euphoria of the time dis-
torted these conclusionsin shocking and fantas-
tic inventions. They were not, however, pulled
out of thin air: they were products of an analysis
of the political processes underway inthe Sovi-
et Union.

m Today, the first statement looks like a
banality.

m Thesecond statement isnot as unambig-
uous.

| n hisbook The Grand Failure! that appeared

Thenationa statesthat sprang into being on
the Soviet Union’s detritus can be divided into
several groups.

Thefirst includesthe countriesin which the
political opposition prevailed and followed theroad
of revolutionary changes, which included, among
other things, nearly total replacement of the Sovi-
et structures with alternative political constructs.
This happened in the Baltic countries and Russia,
which acquired, as aresult, the most stable politi-
cal systems and institutions of representative de-
mocracy across the post-Soviet expanse.

The second group went through a period of
revolutionary upheavals much more intensive

! See: Z. Brzezinski, The Grand Failure. The Birth
and Death of Communism in the Twentieth Century, Liber-
ty Publishing House, New Y ork, 1989.
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and much more violent than those that fell to the
first group’slot. Thecivil, ethnic, and clan wars,
however, did not, asarule, call tolife any deep-
cutting political changes: no Soviet structures
were destroyed to make room for political insti-
tutions adequate to the current context and the
local traditionsand mentality. Thisgroup, which
includes the Transcaucasian countries, Moldo-
va, and Tajikistan, paid for theresultant systemic
inadequacy with either political instability
(which brought Georgiaand Moldovavery close
to the “failed state” status) or amore or less se-
vere authoritarian system (Azerbaijan and
Tajikistan). The third group is of the greatest
interest for the purposes of the present article. At
first (in the early 1990s), it included Ukraine,
Belarus, Kazakhstan, Uzbekistan, and Turkmen-
istan. Later, however, Ukraine started moving
away from this group, but today, in the post-
Orange Revolution period, it has preserved some
of the group’s most important features.? Later
Tajikistan, Azerbaijan, and, partially at least,
Kyrgyzstan joined this group.

Any description of the group should point
tothefact that, as distinct from thefirst two, this
group tends, on the whole, toward an evolution-
ary model of post-Soviet political development.
Thisisan important, albeit so far superficial, de-
scription of this model. To probe deeper into its

2 For more detail, see: K.M. Truevtsev, “Unifikatsia
postsovetskogo prostranstva: tendentsii i proekty,” Poli-
tia, No. 3, 2004; idem, “ Ukraina: metastazy raspada,” Politia,
No. 3, 2006.
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meaning we should discussits structural -function-
al features, including the genetic ones. To do this
we must go back to the very beginning.

There are two circumstances that deserve
special mention.

m First,in Central Asia, thismodel emerged
as the dominant one, despite the devia-
tions and variants and the civil-clan war
in Tajikistan. Today, in 2007, we can say
that the Tulip Revolution in Kyrgyzstan
changed practically nothing. We can say,
at least today, that little will change in
post-Turkmenbashi Turkmenistan.

m Second, outside Central Asia, thismodel
has been demonstrated and is being
demonstrated, partially and occasional -
ly, at various stages of post-Soviet de-
velopment. It can still be witnessed in
Belarus and Azerbaijan, and could be
observed in Ukraineinitstotality inthe
early 1990s; itsfragments are still very
visible there. In Moldova, this model
wasreproduced initstotality at the ear-
ly period of Mikhail VVoronin’sgovern-
ance at thelevel of central power, while
its fragments are still present in Trans-
dniestriaand the country’ swestern parts.
In Russia, it has survived in several re-
gions.

The above testifies that the model can be
described as short of the mainstream of post-So-
viet developments: it wasthe mainstream from the
very beginning, thedigressionsbeing, inacertain
sense, asystemic failure.

L et us go back to 1990.

At thehighest point of perestroika, Mikhail
Gorbachev expected that real power would shift
from the Communist Party to the elected bodies
of power (at that time, the Soviets of all levels).
Thiswas his main idea.

In the Soviet Union, the Politburo of the
C.C. C.P.S.U. gradually ceded its decision-mak-
ing function to the Presidium of the U.S.S.R.
Supreme Soviet.

It was the elections that made power com-
pletely legitimate: for thefirst timein Soviet his-
tory they were competitive, based on the mgjori-
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ty principle, and were, therefore, maximally per-
sonified.

In fact, this was a project to legitimize the
Communist Party, the state and economic nomen-
klatura, andturnitintoapublic political elite. The
elections that embraced all levels—from the re-
publican down to district—changed not only the
nature of the political elite, but also the nature of
the system of power.

For thefirst timein Soviet history, the leg-
islative and executive power branches were sep-
arated. Throughout 1990 and thefirst half of 1991,
the country elected heads of executive power of
al levels, including the republican level. This
processoccurred at the sametime asthe elections
of people’ sdeputies, but was absolutely separate
from them. In this way, the first secretary of a
district, city, regional, or republican C.P.S.U.
committee had to win the election to consolidate
hisposition. Not all of them won—yet those who
lost let arival fromthe administrative, economic,
trade union, or Komsomol nomenklatura carry the
day. Thiswas how a shift from the totalitarian to
democratic (still Soviet, but not yet post-Soviet)
system was devised and realized.

There were severa systemic failures: first,
the process of |egitimization covered all levelsof
legislative and executive power, except the high-
est, theUnionlevel. By the summer of 1991, it had
become obvious that the level of political legiti-
macy of the Union republic presidents was high-
er than that of the president of the Soviet Union
elected by the Congress of People’ sDeputies, the
legitimacy of which by that time had become
somewhat doubtful. The absolute majority of
Soviet citizens knew that.

The second systemic failure was caused by
the fact that in the Baltic and Transcaucasian re-
publics, in Moldova, Kyrgyzstan, Tajikistan, and
most important, in Russia, the elections brought
to power a political opposition that refused to
accept not only the conservativesin the top party
posts, but al so the reformers congregating around
Mikhail Gorbachev.

Finally, the third failure was caused by the
failed coup staged by the politically illegitimate
central power represented by the GKChP (the
State Emergency Committee), which wanted to go
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back to the pre-1990 situation by annulling the
results of the legitimate change of power.

Strictly speaking, it was the systemic fail-
uresthat played the decisiverolein the“continu-
ity break,” which happened when the country
moved away fromits Soviet past to its post-Sovi-
et future.

Not all of the republics experienced the
“continuity break.” Central Asia(anditsthreekey
countries—Kazakhstan, Uzbekistan, and Turk-
menistan) is still developing and modifying the
model of power politically legitimized in 1990-
1991 under Gorbachev’s project.

Before investigating the evolution and
modification of this model and its variants, we
should scrutinize the genetic descriptions main-
ly responsible for its most prominent political
features, together with the country’ sremote past,
ethno- and national genesis, political culture,
mentality, etc.

Whiletrying to implement hisdemocratiza-
tion project, Mikhail Gorbachev fell into ameth-
odological trap: the Soviet form of governance
wasin principleincompatiblewith representative
democracy. The Sovietswereaform of plebiscite
democracy that functioned according to the prin-
ciples of democratic centralism, in which the
minority, the opinions of which were completely
ignored after elections, had to follow the majori-
ty, executive power dominated over legislative
power (the separation of powers principle was
never realized), etc. Thiswasto be remedied by
switching to representative democracy, which
meant that the Soviets themselves should have
changed radically. In the transition period, the
Soviet system could have remained manageable
if governed by an internal administrator (the
C.P.S.U. prior to 1990) or by an external admin-
istrator (only an authoritarian regime could have
claimed thisrole). From thisit follows that once
the C.P.S.U., as an internal administrator, was
removed from the system, democratization Sovi-
et style was doomed to authoritarianism, not to
representative democracy.

Theadministratorsof al levels, who became
legitimized through the 1990-1991 elections,
could have become democratic administrators
only if balanced out by an efficient multiparty
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systemand civil society. Inthe Soviet Union, such
counterweights were exceptions rather than the
rule, despite everything that happened during
glasnost and perestroika. Thisexplainswhy inthe
post-Soviet period administrators of al levels, at
least alarge part of them, devel oped into author-
itarianrulers. Thishappenedto nearly all theheads
of the constituencies of the Russian Federation;
this also happened to the leaders of the former
Soviet Union republics.

This is absolutely true of the Central
Asian leaders; in the case of Kazakhstan, Uz-
bekistan, and Turkmenistan, the three presi-
dents—Nursultan Nazarbaev, |slam Karimov,
and Saparmurat Niyazov—werethefirst secre-
taries of the C.C. Communist parties of their
republics. In 1990-1991, they became legiti-
mized through elections.

In thissense, they can be described as party
functionaries of the Soviet period who, back in
1991, had to assume, al of asudden, full respon-
sibility for their newly independent states.

They were not among those who initiated
the Soviet Union’s disintegration; until the last
moment, they hoped that this would not happen.

The absolute majority of thelocal societies,
the political opposition included, shared their
leaders’ sentiments. The Islamic Revival Party,
which in 1990-1991 claimed the role of an all-
Union political party and was one of the most
dynamic political forcesin Central Asia, wanted
to preserve the Soviet Union.

The reasons for this are as follows: the
Central Asian countries as state formationsand
their sociopolitical structures are, to a certain
extent, products of the Soviet period to amuch
greater degree than the other parts of the Sovi-
et Union.

Whilein the European part of the U.S.S.R.
and the Transcaucasusthe Soviet Unionrepublics
were predated by strong national movementsand
had a certain amount of experience in national
statehood, and while the Baltic republics, on top
of this, had twenty yearsof political independence
experience, the Central Asian region had no such
experienceto rely on. Thisshould not betaken to
mean that | dismiss as unimportant their deeply
rooted civilizational foundations, the highly de-
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veloped states which existed there at certain pe-
riods of their history, or the still underestimated
formsof nomad civilizations and the very specif-
ic states based on them.

By the time Soviet power reached Central
Asiag, it had no state formations to serve as the
building material for contemporary national states
(the Khiva Khanate and Bukhara Emirate could
hardly claim the honor). The forces that opposed
Soviet power (the Basmachi [members of anti-
Soviet movement in Central Asia] in the first
place) proceeded from religious rather than na-
tional considerations.

Thisexplainswhy theregion acquired na-
tional states under Soviet power; the process
was launched in earnest in the late 1930s when
the Union republicswere formed. State- and na-
tion-building occurred at essentially the same
time.

We can dismiss the result as a quasi-state-
hood, since nation-state-building proceeded un-
der the Soviet Union’s supervision, while the
political structure was entirely Soviet. It should
be taken into account that neither society nor the
political elite was aware of any other form of
contemporary national statehood, and they were
reliably protected against any alien experience.
For this reason, the political structure they were
offered and which was imposed on them looked
absolutely adequate.

In Central Asia, the traditional forms of
grass-rootspolitical organization (thevillageand
urban communities) werelessdistorted than el se-
where.® They gradually merged with the Soviet
system, while the upper floors of the political
edifice were filled with clan elements that rose
fromthegrass-rootslevel and gradually spread to
al the Soviet structures. In the 1960s, the proc-
ess enveloped the entire country: clan elements
spread far and wide as a phenomenon insepara-
ble from the nomenkiatura.

The experience of areverse shift of ahigh
official from the state to the party structure sup-
plied by the dismissal of Khrushchev and Brezh-
nev’s appointment as General Secretary of the

3 Kazakhstan was a serious, albeit relative, exception;
we can say practically the same about Kyrgyzstan, although
the distortions there were a little less than in Kazakhstan.
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C.C.C.P.S.U. (which merely pushed the political
system alittle away from ideal totalitarianism to
authoritarianism) was spread to Central Asiawith
much more tangible results.

At least in three Central Asian republics
(Kazakhstan, Uzbekistan, and Tajikistan) this
shift took placein different formsstill under So-
viet power and to a certain extent (at least, tech-
nologically) anticipated and prepared the trans-
fer to an authoritarian form of governance. More
than that, when in Kazakhstan the republic’s
head appointed in this way was replaced at the
very beginning of perestroika with a Moscow
appointee (a quite legitimate step within the
nomenklatura tradition), this stirred up serious
unrest among the Kazakhs. Thelocal people, as
well asall the other Central Asian nations, were
obviously convinced of their leader’s political
legitimacy.

The election campaigns that swept Central
Asia in 1990-1991 (with the exception of
Tajikistan) madetherepublican|eaderspolitically
legitimate for the reasons described above—the
technological shift from atotalitarian to authori-
tarian system, the absence of real political coun-
terweights, and the fact that the majority accept-
edthisasnormal. It should be added that the el ect-
ed leadershad a certain political and administra-
tive resource from the very beginning; they con-
trolled the power-related structures and the Sovi-
et system, which remained nearly intact at the
regional, city, and district levels, if not in form
then in content, with one serious reservation—it
preserved itsinfluencein therepresentative (leg-
islative) power branch, while the local adminis-
trators were normally appointed by the head of
state. Thiswaswell suited to the general scheme
of authoritarian governance.

| have already written that Kyrgyzstan and
Tajikistan werenot part of the discussed scheme,
therefore they have been | eft outside the scope of
this article. Their later shift toward this model
merely confirmed that thisexception provedto be
therule.

The authoritarian model inherited from the
Soviet past devel oped into the main form of gov-
ernment, organization, and evolution in the Cen-
tral Asian political systems.
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Its general features should be identified to Thisiswherethe common featuresend: each
establish it asaregularity clearly seen below the | of the local states has already acquired specific
surface of Central Asian specifics, which essen- | inimitable features; each of the national modifi-
tially illustratesthe nearly universal featuresof the | cationsof thecommon Central Asianmodel isfol-
emergence and consolidation of national states. | lowing its own development trends.

K azakhstan:
Pliable Centrist
Authoritarianism

Kazakhstan isthe country which most faithfully followed the road described here as Gorbachev’ s
model for certain rather superficial aswell as more profound reasons.

Withinthe model, the political leader acquiresimportance which stretched, inthe Soviet past,
beyond the republic’ s limits and continues to stretch beyond the national limits within the CIS: he
isafigure of all-Union importance. Indeed, he was a consistent reformer while the Soviet Union
was alive and a staunch opponent of the Soviet Union’s disintegration. He remains a consistent
reformer, which makes him the most, and probably the only, consistent unionist across the post-
Soviet expanse.

Asdistinct from the other Soviet successor states, which preferred their own way, this country
isfollowing, on the whole, the road laid in the Soviet period. It has already advanced fairly far with
good results.

This cannot be explained by the leader’ s personal features alone.

Ukraine, Kazakhstan, and Uzbekistan (found in a special cultural-civilizational area separated
from the others by an invisible yet hardly negotiable border, the latter deserves special investigation)
as well as Russia are the strongest players claiming the role of regional powers in the post-Soviet
expanse.

Thereisno such border between Russiaand Kazakhstan, the exchanges between which take the
form of mutual penetration that cuts deep, while disintegration of their common country cut much
deeper than in the other Soviet republics, with the exception of Belarus.

Kazakhstan was the target of an unprecedented Soviet experiment in social engineering to the
same or even greater degree than Russiaand Ukraine. This experiment, which can be described asan
attempt at genetic modification (and vivisection at the sametime), inevitably affected the very essence
of political and social relations at mega, macro-, and microlevels.

The country survived two internationalization waves: in the 1930s and especially in the 1940s
when “the enemies of the nation” and repressed peoples (Germans, Chechens, Ingushes, Balkars,
Meskhetian Turks, and others) were moved to Kazakhstan. The second wave came as a campaign to
develop the virgin soils and the resultant industrialization, which included several gigantic projects,
ranging from Djezkazgan to Baykonur.

This resulted in ethnic, demographic, and sociopolitical modernization which brought the re-
public closer to the Russian Federation: both were multi-ethnic countries with similar internal struc-
tures; the nature and vector of modernization were likewise similar and produced very similar results
by the end of Soviet power.

If these processes had continued during the Soviet period, the republic could have become a
federation. But this did not happen.
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Unitarianism Kazakhstani styleat first glance formsavery tough shell for the country’ sunity
and territorial integrity. A second glancerevealsthat it is not atough shell, but rather Pandora’s
box stuffed with national, ethnic and territorial problemswithout, however, clear political dimen-
sions.

Thisisnot so much afactor of the relations between Kazakhstan and Russia. There are more or
lessobviousones: the Russian tongueisthe second statelanguagein therepublic, while Russian speakers
can freely develop education and culturein their native tongue.

Kazakhstan, which sharesrigidly delineated cultural and civilizational borderswith Uzbekistan,
Turkmenistan, and China, cannot develop “explosively.” Its development vector is tuned to an “im-
plosive” dominant, which suggests intensified internal political development.

Kazakhstan has managed to create anearly ideal model of centrist totalitarianism, which in the
post-Soviet reality turned out to be areliable foothold for later modernization.

Such vastly different countries as Turkey, Brazil, Venezuela, Peru, Egypt, Tunisia, South Ko-
rea, and Malaysiatested the model at different development stages and enjoyed, as aresult, decades
of stability and, in some cases, evolution toward representative democracy.

Centrist authoritarianism deals harshly with both rightist and leftist political extremes and en-
courages development, albeit slow, of liberal institutions. In thisway, democracy isacquiring agrad-
ually expanding basis.

Thestarting conditionsin Kazakhstan were even better thanin any (Asian and Africanin partic-
ular) of the countries enumerated above.

Asdistinct from Uzbekistan and Turkmenistan, two of its closest neighbors, the political oppo-
sition there has not been and is not excluded from the political process. It takes part in elections and
getsseatsin the parliament, even if itsactivities and representation are severely limited by the admin-
istrative resource. There is some sort of freedom of the press, but the mass media on the whole are
limited and controlled.

Asdistinct from Russia’ s monocentric nature, which hasfinally taken shape and whichisafair-
Iy novel political phenomenon for post-Soviet Russia (it is manifested in the president’ s response to
numerous crisesresolved with its help), monocentrism isan inherent feature of Kazakhstan. Fromthe
very first daysof itsindependence, it has served asthe backbone of the regime and the political system
asawhole.

The Constitution of Kazakhstan does not limit the president’ s power in the same tough way we
find in the Russian Constitution, where the presidency of one person islimited to two terms of four
years each. In Russia, only the Constitutional Assembly has the right to change this regulation: any
attempt to convene the Constitutional Assembly (which itself isafar from simple procedure) would
threaten the constitutional order, something that neither the political class nor the nation’s majority
needs.

In Kazakhstan, such politically tested limitations are much milder. As aresult the monocentric
structure* has been developing throughout the political process without major crises, let alone cata-
clysms.

Thisdoes not mean that the country has escaped structural and functional changes, although due
to theinborn monocentric presidential power, they took place either in the vertical of power or below
it (intheexecutive, legidative, andjudicial branches) or next toit. Infact, to alarge extent, these changes,
which manifested themselves relatively recently, some three or four years ago, were a product of the
nature and structure of power.

4 In this context, the monocentric structure is regarded as mild, centrist authoritarianism, since it is of a structural
(institutional and normative) and functional (expressed through the political regime) nature.
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For example, while in Russia the oligarchs appeared outside the power sphere in general, and
presidential power in particular, and developed under its partial and mainly indirect influence, in
Kazakhstan the oligarchs genetically belong to the government.

Having emerged as a functional part of afairly homogenous political class, they demonstrated
political emancipation at an early stage, moved away from presidential power, and used their money
to fund the opposition.

Asdistinct from Russia, where power became more homogeneous when the oligarchs blended
with part of the bureaucracy, in Kazakhstan a similar process produced a different result: a thriving
political opposition.

Asdistinct from Russia, where political parties could be created from above and from below or
through mixed processes, in Kazakhstan, where political partieswere previously created and control-
led by the government, they have recently begun appearing from above and a bit to the side of the
president and in confrontation with him.

If the regime failsto monitor the process and remainsignorant of the real situation in the lower
part of the political spectrum, it might be dangerous for the regime. In this case it is hard to predict
which of the sociopolitical processeswill be affected by thefairly superficia party development, where
it might strike root, and what results it will produce.

It should be said in all justice that as distinct from the ruling elites of most of the Soviet
successor states, the Kazakhstani |eaders are able to forecast political developments and act ac-
cordingly.

Early in the 1990sthey prevented arising ethnic and confessional crisisinrelationswith Russia,
not so much by using repression as by allowing the Russians greater involvement in the religious,
linguistic, cultural, and other spheres.

L ater the government exploited itsresource to switch from natural to monetary benefits—astep
that did not cause awave of discontent similar to that in Russia.

On the other hand, today the country’s leaders have to cope with an unprecedentedly acute
political challenge which is putting the country’s continued evolutionary political development
at stake.

The harsh measures, which devel oped into legislative norms, taken to limit the scope of the lo-
cal political opposition’s involvement can be described as a response to the developments in other
CIS countries, Kyrgyzstan in particular. This caused a wave of protest in the opposition inside the
country and in the international circles beyond it which are extending political support to the local
opposition.

At thesametime, President Nazarbaev recently promised alegidativeinitiative that would make
the posts of akims (regional heads) elective.

This and other similar measures are aimed at alleviating the monocentric nature of the local
political regime. They might help to unblock the current situation and alleviate long-term political
tension that has so far been manifesting itself only superficialy.

The main question isto what extent is the Kazakhstani political system capable of performing
the required U-turn?

Onthe onehand, the Address of the President of the Republic of Kazakhstan Nur sultan Nazar baev
to the People of Kazakhstan of 18 February, 2005 outlined a national program of political reforms
designed to usher in a“ new stage of the country’ sdemaocratization” by decentralizing executive pow-
er, introducing elected posts of regional and local heads, and several other measures.®

On the other hand, the recent vectors and dynamics of the political process demonstrate that
potential isfairly limited, in the same way as the democratic potential of the constitutional order.

5 See: [[http://www.president.kz/articles/state/state_container.asp?ng=ru& art=Posl_k__ narodu_2005].
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No matter how mild centrist authoritarianism isin Kazakhstan, its monocentric structure is the
most rigid part of the entire building. If partly removed or even moderated, it might undermine the
present regime and the political system asawhole.

This has been amply illustrated by the Georgian and Ukrainian developments and the eventsin
Kyrgyzstan, where the political regimes were changed while the structural problems inherited from
the past (where they were concealed by a seemingly solid fagcade) became visible as threats to the
countries' stability, validity, and territorial integrity.

Potentially Kazakhstan is not free from similar threats, but their level ismuch lower than in the
above-mentioned countries.

In Georgiaand Ukraine, for example, the phenomenon of “regionalism” survived the Rose and
Orange revolutions and is still fraught with confederalization at least, while Kyrgyzstan might split
into the secular North and the fundamentalist South.

This factor is practically unknown in Kazakhstan because of the traditionally different social
stratification of the Kazakhs and the more secular nature of local society, which ismuch less affected
by fundamentalist trendsthan any other Central Asian society. Inthiscontext, “regionalism” can hardly
be regarded as a serious threat.

Fromthisit followsthat despite the challenges (in fact, no political regime and no political sys-
tem of the transition period are immune to them), the evolutionary model of Kazakhstan’s political
development has not yet exhausted its potential.

At the same time, the threats identified here, which analysts describe as real ones, are mainly
(for the time being) of avery superficial nature and will remain such unless blended into a devel op-
ment vector with much deeper cutting structural threats.

Thismay happen in the futureif the fairly successful structural reforms are suddenly discon-
tinued.

At the same time, liberal reforms, if too hasty and unbalanced, might undermine stability to an
even greater extent than if they were absent.

In any case, the current state and dynamics of the political system in Kazakhstan do not suggest
that political evolution is bound to be disrupted.

Uzbekistan:
Frozen Despotism

Genetically the variant of the Uzbek political systemisamost identical to the Kazakhstani one,
if weignorethevery important fact that from the very beginning Kazakhstan, asanational state, was
apolyethnic formation, whilein Uzbekistan, the home of various ethnic groups, Uzbeks dominated as
thetitular nation as early asthe Soviet era. From the very first days of independence, the trend toward
amonoethnic state inevitably became more pronounced.

As early as Soviet times, the Uzbek ruling elite obviously wanted to see their republic as the
leader of the Central Asian region, a status that aroused never ending competition with Kazakhstan.
The idea of a strong state and the bias toward authoritarianism at the national and regional level go
back to the postwar years; in the 1960s-1980s they became even more intensified.

Infact, the traditional civilizational centerson itsterritory, Samarkand and Bukharain particu-
lar, and Tashkent as Central Asia slargest modern civilizational center weretherepublic’ strump cards
inits competition with its neighbors. The development of the virgin lands and the confrontation with
Chinatipped the scales in favor of Kazakhstan. Aware of Kazakhstan's geopolitical importance and
of the invisible line that separated it from the rest of the region, the Soviet leaders never counted
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Kazakhstan asa Central Asian republic. Unableto compete with Kazakhstan, Uzbekistan devel oped,
for objective reasons, into if not the dominating then at least the leading republic to the south of Ka-
zakhstan.

The Afghan war changed everything: the factor of the Tajiks asadivided nation (most of whom
lived in Afghanistan) tipped the regional balance of forces once more.

Toward the end of perestroika, when the Soviet Union pulled out of Afghanistan and relations
between the Soviet | eaders and the K azakhstani €lite noticeably cooled down, while Uzbek leader Rafik
Nishanov was promoted to the all-Union level, the Uzbek ruling classtried to take advantage of the
favorable situation, but it was too late. The Soviet Union fell apart.

In the early post-Soviet period, Russia’ s unwillingness to preserve acommon state in the form
of “Russiaplus Central Asia’ changed the development vectors.

Kazakhstan, contrary to the centrifugal trends across the post-Soviet expanse, continued its
consistent unionist policy in relation to Russia. All the other Central Asian states, Uzbekistan and
Turkmenistanin particular, withdrew into their shellsand started moving toward an autarchy and closed
society.

This happened not only because the local political elites and most of the common people were
afraid of the changes and wanted to preserve the familiar Soviet order of things.

Thisfear wasfed not only by the sudden disappearance of the old country, but also by the Tajik
developments.

Uzbekistan was very much concerned with the situation in the Ferghana Valley, which threat-
ened to become a source of trouble for the entire region.

Thevalley, wherethe borders of Kyrgyzstan, Tajikistan, and Uzbekistan meet, can be described
asthe solar plexus of Central Asia; itisaméléeof al the ethnic groupsliving on all sides of the three
borders. Since the Soviet Union’ s disintegration, this intertwining of ethnic, national, and state con-
tradictions has been throbbing. Border clashes between Uzbekistan and Kyrgyzstan, and Uzbekistan
and Tgjikistan are not rare; the Uzbek side even went asfar as mining its stretch of the border, claim-
ing numerous civilian lives.

Thesocial situation inthe FerghanaValley isno lessvolatile partly because of the demographic
situation: the demographic explosion has devel oped into a continuous process there. Several decades
of this have created overpopul ation, massive unemployment, economic stagnation, and undermined
the overburdened health care and educational systems. Most of the locals are living on the brink of
poverty or even worse.

No wonder the valley has developed into a breeding ground for all sorts of extremist Islamist
movements, some of them connected with al-Qa' eda and the Taliban. Juma Namangani started his
terrorist career in the valley; the Islamic Movement of Uzbekistan, the Uzbek part of Hizb ut-Tahrir
al-Islami, and other radical Islamist organizationsand groups havetheir headquartershere. Thevalley
is crisscrossed with drug trafficking routes.

Thisisavolatile region with alot of negative potential for the region’s future.

This has been already demonstrated, albeit on a limited scale, by the events in the south of
Kyrgyzstan, the results of which spread across the country and caused a sociopolitical explosionin
Andijan.

An aobjective and sober analysis of the eventsin the Uzbek part of the valley, which has nothing
to do with the conspiracy variant favored by some officialsin Tashkent, will neverthelessdemonstrate
that the course and results of the political processes in Kyrgyzstan did influence the situation on the
other side of the Kyrgyz-Uzbek border.

The effect would have been less destructive, had the revolutionary wave from Kyrgyzstan not
merely added vigor to the already tense situation. In other words, we all witnessed adomino effect on
alocal scale produced by theimpossibly strained social and political context. Thelocal social factors
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described above were enough to produce an explosion; they were heated up by theregional imbalance
at thegovernment level and theunfair regional and clan representation at thevery top. They have become
too obvious, together with Tashkent’ s dismissive attitude toward the local people treated as outcasts.
An explosion could not be averted.

There was another equally important factor.

Thelogic of expectations and the Islamic fighters' readinessto act, aswell asthe mode of their
actions, madethem the core, the brain center, and the striking force of the Andijan uprising. Thislogic
can be clearly seen in the nature of this upheaval, which can be described as a political provocation
typical of the entire history of terror starting with the 19th century, which always accepted bloodshed
as a positive result. Russia, Europe, and the Islamic world are well aware of this; the revolutionary
terrorist mode of action could be clearly discerned in what happened in Andijan.

There was a third factor—the nature and logic of what the Uzbek officials did.

m First, the nature of their actionstestify that, no matter how limited, the uprising, its scope and
intensity, caught the Uzbek leaders unawares: it took them along time to move against the
rebels and quench the uprising.

m Second, the authorities acted under aspell of fear. They feared the | slamists and the opposi-
tion in general. This alone can explain the disproportionate and inadequate response that
claimed many of thefighters' livesand an even greater number of civilian lives (it seemsthat
information about the true figures was partly suppressed).

m Third, it follows from the above that Tashkent hardly took the trouble to assess all possible
repercussions: the positive side of the cruel lesson is short-lived. In the long-term perspec-
tive, the country’ sleaders might be confronted with much more determined fighterswho would
resort to “shakhidism” asacommon and preferred weapon and to radicalization of the previ-
ously moderate opposition.

It should be said herethat fear was not the only reason and the motivating factor. In Andijan, the
Uzbek leaders, who followed the normal logic of their relations with the political opposition, demon-
strated absolute consistency: they exploited the real Islamist threat to suppress all other opposition
groups and differently minded people. The Uzbek authorities accused all the opposition forces, the
liberal-democratic opposition included, of contacts with the Islamists. Thiswas done to isolate them
from the public and repress them.

Even if this logic has been consolidating the nation’s majority around the ruling regime for a
decade, we cannot help but wonder whether it is as effective today.

To answer this question, we should look into the past and find out how the Islamic world dealt
with the Islamist opposition.

The Arab countries have accumulated rich experience: at different times, different regimes
tried everything from mollifying the opposition to mercilessly suppressing it. It is clear by now
that all previous attempts to integrate the Islamists into the political system as a systemic oppo-
sition were futile. Suppression, on the other hand, sometimes produced positive or, at least, ac-
ceptable results.

Intheearly 1980s, Syrian President Haf ez al-A ssad suppressed, with unprecedented cruelty, the
uprising of theMuslim Brotherhood in Hama. Artillery fire nearly razed the besieged city to the ground
and exterminated almost all of its residents. The Islamist threat as a national factor disappeared: to-
day, the Syrian Islamists prefer to act elsewhere. So far, President Bashar al-Assad, the son and heir
of the late president, has not been troubled by them.

It should be said that the former Syrian president succeeded because the action, no matter how
cruel, was carefully prepared and no less carefully executed. It was predated by awide-scale cam-
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paign of isolation of the I slamists and consolidation of society through non-repressive means. M ost
of the leftist forces and the leftist center, as well as ethnic minorities, were united into the national -
patriotic front headed by the ruling party. The president headed both the party and the front; all other
parts of the opposition were disunited and isolated through what can be described as mild repressive
measures.

The Uzbek regime opted for different tactics: it mercilessly suppressed the Islamists and won
the rest of the isolated and suppressed opposition over to their cause.

This worked well and was more or less justified after the Tashkent explosions: it could be de-
scribed and accepted as a not entirely adequate, but understandable response. In any case, it allowed
the country’ s leaders to unite part of society around their regime to a certain extent.

The post-Andijan situation is different, its devel opment and dynamics being absolutely clear. It
looks asif the opposition, and the fighters, acted with better reason than the authorities. In any case,
the opposition has obviously come to stay: as a permanent factor, it can oppose the government and
undermine its consolidating efforts. On the other hand, by what he did, the Uzbek president pushed
different opposition groupsinto one consolidated camp. Today, the ordinary people, especially those
who liveinthe FerghanaValley, and the world public find it harder to distinguish between the Islam-
ists and other fragments of political mavericks.

The motives that drove the opposition and the Islamists are seen from abroad, and inside the
country, as agood reason for the insistent demands to legalize the Islamic Movement of Uzbekistan
(with its obvious Islamist component); it is working hard to pass for a moderate and constructive
opposition.

The Andijan events have produced the following results:

1. Inside the country: the opposition was suppressed, but not destroyed; its social basis mani-
fested a trend toward extension; people tend to consolidate around it partly because of the
political regime’ s failures. In Uzbekistan, the Islamist fighters are more strongly motivated
than anywhere else, they rely on real organization deeply rooted in the country’s past and in
the present social context. Thishasincreased and isincreasing their chances of becoming the
core of the widening opposition.

2. Outsidethe country, the regime has been isolated on aglobal and regional scale. Theworld
actors—NATO, the U.S, the European Union, and a large part of the Islamic world—re-
sponded negatively to the regime’s cruelty; some of the actors have resorted to practical
measuresto isolate the country politically. The American base wasremoved from Uzbekistan
in responseto the Andijan events, which could merely deepen the country’ sisolation. Russia
and China unequivocally supported the Uzbek regime, but in the absence of common bor-
derswith Uzbekistan their position would be hardly effective. TheU.S. and NATO, on the
other hand, can put pressure on Uzbekistan through the territory of Afghanistan and the
adjacent countries.

Isolation is mounting on the regional scale aswell: thisisamply shown by the border issue.
The previously strained relations with Tgjikistan, Turkmenistan, and Kazakhstan have become
aggravated by anew coil of tension with Kyrgyzstan, to which the Uzbek authoritiestried to shift
the blame for the Andijan events and the training of fighters. Uzbekistan’s former involvement
in the Afghan developments through the Uzbek minority there is rebounding with negative
results.

Uzbekistan is developing into the “sick man” of Central Asia. It istoo early to speak of the
Uzbek regime as doomed, but the threat that it may loose its grip on the situation looks very real
indeed.
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Turkmenistan:
Despotism of
the Authoritarian-Totalitarian Type

Under present-day conditions, authoritarianism as atransition type of political order has dem-
onstrated two opposite typological modelsin its structural-functional development.

m First, the evolutionary model described above using the example of Kazakhstan.

m Second, a closed autarchic model of political consolidation realized mainly through repres-
sions. Uzbekistan displays certain features of thismodel, but it is not an extreme exampl e of
a Central Asian despotic state.

Theanalytical community agreesthat theregimethat still exists(or at least hasexisted until now)
in Turkmenistan is the harshest type of despotism.

Such regimes are described as authoritarian-totalitarian: Turkmenbashi’ sregimewas obviously
one of them.

Cruelty, total control, and the leader’ s personality cult are not the only features of atotalitarian
state. There are outward manifestations of the same: mass actions designed to demonstrate popul ar
support of the regime, expressions of labor and other types of enthusiasm, and massfestivitiesin sup-
port of theleader and his policy. Thisfindsitsvisiblereflection in monumental scul ptures and archi-
tecture, which faithfully reflect the regime’sinternal architectonics, and its ideally organized struc-
turein full conformity with what the leader and his cronies planned.

In fact, Saparmurat Niyazov was the only post-Soviet leader who realized the dream of the
C.P.S.U. conservative wing: he used the nation’ s support he received in the very beginning to trans-
form the state he inherited from the Soviet Union of the perestroika period into something that brings
to mind the Soviet Union of the 1930s-1950s with certain authoritarian adjustments. He preserved the
Soviet system and the principle of party (or quasi-party) governance, the nomenkiatura closed to
newcomers, and the equally closed system of personnel employment and rotation. The Soviet “ power
triangle,” which relied on the apparatus and power-related structures, Abdurakhman Avtorkhanov®
wrote about was preserved and even strengthened.

The leader personally controlled all of the power structures: he headed not only the executive
branch as prime minister, but also the legislative and the power-related structures. Since 1994, when
Turkmenbashi was made president as aresult of areferendum, there have been no presidential elec-
tions. In 1999, he was announced president for life; in 2003, he was appointed Chairman of the coun-
try’s highest legislature—Khalk Maslakhaty—on the same conditions.

His death confronted the political elite with acrisis known to all authoritarian regimes with no
mechanismsof power transfer. Repressionsagainst thereal and potential oppositionistsand rivalsdrove
the most prominent politicians into emigration; those who stayed behind found themselvesin prison
or even dead.

Almost immediately after the president’ s death, the nomenklatura mechanism of power organ-
ized itself into a collective leadership that brought to mind the Soviet Union in March 1953.

Asdistinct from the March 1953 event that followed Stalin’ s death, the collective |eadership of
Turkmenistan announced a competitive presidential election.

Expertsvery skeptical about itsreal competitivenessall agreed that this step, and certain others,
wasthesign of atentative shift away from therigidly monocentric systemto amilder, oligarchic form
of government.

5 See: A. Avtorkhanov, Tekhnologia vlasti, Posev Publishers, Frankfurt/M, 1983.
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Time aone will show whether they are right: so far this step, if not resolving the power crisis,
has at least aleviated it and postponed further actions until after the election.

The sure victory of Berdymukhammedov and his election to the post of the country’s president
did not upset the balance of political forces. He hasenough power either to follow in hispredecessor’s
footsteps or find his own road.

Inany case, the political situation will change; the new president promised several reforms, fair-
ly limited at first—their vector and true scope will become clearer later.

THE REGIME AND
THE “REVOLUTION”
IN POST-SOVIET GEORGIA

Valerian DOLIDZE

Ph.D. (Hist.),
associate professor at the Social-Political Department,
Ivane Javakhishvili Thilisi State University
(Thilisi, Georgia)

thethree post-communist leadersof Georgia: | profoundimpact aregimeexertson social order—

(1) theRound Tableand Zviad Gamsakhur- it is much more than a conflict that replaces the
dia replaced the communists; government. A revolution brings about changes

. ) in the political, economic, spiritual, and social

(2) Gamsakhurdia's cabinet was replaced | ghneresof the nation’slife, which take sometime
by Eduard Shevardnadze, and to become obvious and are never immediately

(3) Mikhail Saakashvili removed Shevard- | manifest the very day after forces cometo pow-
nadze from his post. er which chooseto call themselves “revolution-

Each of them changed the fortunes of the | &Y. Theevents of November 2003 in Georgia
country and the nation, but only thelast event was | Were called a revolution immediately after the
tagged asa“ revolution.” Itisobviously viewed as | Coupwascompleted. During thethreeyearsthat
the most important among the three and prompts | Separate us from that time enough material has
usto ask whether itisabsolutely correct todescribe | been accumulated to assess the nature of the
Saakashvili’s coming to power asarevolution. Is | changesthat have taken place and were brought
it not a ploy designed to boost the importance of | about by Mikhail Saakashvili’s coming to pow-
the regime change in the eyes of the world com- | er. The Rose Revolution is aterm prompted by
munity and the local population? To answer these | the immediate impressions of the non-constitu-
questionswe should answer another, broader, ques- | tional power changein Georgia A revolutionis
tion: Did the regime change that removed Eduard | not merely a particular method of regime
Shevardnadze and becameknown astheRoseRev- | change—it is an event of profound importance
olution have the characteristics of arevolution? for the country’ seconomic, social, and political
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life. Those Western authors who have devoted
much time to the theory of revolution and who
havewritten extensively on the subject® interpret

! See, for example: A. Giddens, Sotsiologia, Mos-
cow, 1999, p. 568; A. Heywood, Palitologia, Second edi-
tion, Moscow, 2006, p. 522.

it as a particular method of regime change that
brings more radical results than other seeming-
ly similar actions. A revolution means replace-
ment of the top |eaders accomplished by amass
illegitimate movement that results in deep-cut-
ting changes.

The National Revolution:;
Zviad Gamsakhurdia Comes
to Power

The following criteria can be applied to the three regime changes in Georgia: (1) all of them
“excited” the masses and relied on unprecedentedly broad social movements; (2) all of them caused
changesthat | eft deep imprints on the country’ ssociopolitical development. Each of the regime changes
in post-Soviet Georgiais characterized by different quantitative criteria. The public movement that
brought Zviad Gamsakhurdia and the Round Table to power was the largest; the change became pos-
sible after the first competitive and multiparty election in the country’ shistory. At the sametime, the
election served asasmokescreen for the general inspiration and unheard-of popular activity that made
the election possible in the first place. Indeed, the general excitement went far beyond the acceptable
limits, but therulersof still Soviet Georgiawere loath to useforceto containit. The changeinregime
made the Georgian nation the entity of political power and put an end to the Communist Party’ s dom-
ination. Georgia became an independent state, which brought about serious changes in its political
system. | have in mind not only the multiparty elections, but also the unheard-of enthusiasm of the
masses brought together by the idea of national independence. The Georgian nation as a united and
undivided entity was the revolution’s driving force.

During the last years of Soviet power the Georgian language and culture served as the sources
of the Georgians' political activity and the core of political interests and motivations. The national
independence movement was driven by the fear that the country would lose its national identity and
mother tongue. The proud nation found it hard to accept a political context in which it could not fully
realize its national specifics, which explains why the Georgian nation as a unitary entity (in which
therewere still no groupsdriven by economic considerations) served asthe basis of the political proc-
ess. Therewereno social gapseither: unity was consolidated by the language and culture, two factors
that united rather than disunited the nation. These two elements served asthe cornerstones of political
awareness, which took theform of astriving for national independence outsidethe Soviet Union. This
was asimple and easily recognized interest based on the shared social aspirationsthat united all. The
Zviad-ists came to power during a conflict between the Soviet and Communist Party functionaries
and the nationalists with the majority of the nation behind them. The Georgians' traditionally tolerant
national culture completed the process by bringing the sides closer together and proclaiming the na-
tion’ sindependence. The most radical changes occurred in the political and cultural spheres: (1) the
Communists were removed from power, their place at the helm taken by Georgian nationalists;
(2) Georgia became an independent state; (3) all spheres of socia life were transferred to the Geor-
gian language, which replaced the Russian; (4) the rule of the toiling masses was replaced with the
rule of the Georgian nation.

Nevertheless, the economic and social structuresremained the same: industry and trade remained
state-dominated; the collective and state farms survived, while the new elite stood firm against pri-
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vatization. The state structure remained basically the same with certain, mainly limited, changes (for
example, the institutions of prefectures, the presidency, etc. were introduced).

There was no new Fundamental Law; the Soviet Constitution was merely adapted to the new
realities. The ruling circles were probably convinced that Georgia was not yet ready to embrace
radical changes, which, at that time, would have spelled a wide-scal e catastrophe for the ordinary
people. The elite opted for a protracted period of transition to build a foundation for the country’s
completeindependence. The Preambl e to the Constitution adopted in March 1991 with amendments
and addenda directly stated that one of the key stages of the national-liberation movement was
completed on 28 October, 1990 with the victory of the national forces at the multiparty democratic
election. According to the authors of the Fundamental Law, it ushered in anew erathat would com-
pletely restore the republic’ sindependence. During the period of transition, before anew constitu-
tion appeared, the old one (with corresponding amendments and addenda) was to remain the Fun-
damental Law. Still, a month later, on 9 April, 1991, Georgia declared its sovereignty. This was
done without achieving the prerequisites of the country’s independence, which the Constitution
envisaged in the Preamble.

L ater, after the Rose Revolution, Chairman of the National Bank of Georgia Gotsiridze, one of
those who declared the republic’ sindependence, said in adocumentary directed by T. Chagelishvili:
“We were not aware of the extent to which the Georgian economy was integrated into the all-Union
economy. We did not know what was taken out of the country and what was brought in.”

The country’ sindependence, which remained deeply integrated in the al-Union economy, un-
dermined the Gamsakhurdiaregime. The disrupted economic ties negatively affected the nation’ sstand-
ard of living and deprived therulersof their former popularity. Culture asapolitical factor that served
the basis of the nation’ s palitical interests and goals was gradually losing its former political impact.
Some of the social circles that expected much from privatization understood that the regime had no
intention of implementing it. | have in mind those who were actively operating in the shadow econo-
my, had enough money, as well as the right connections to profit from privatization; the “red direc-
tors’—heads of state enterprisesthat gradually cameto astandstill under Gamsakhurdia—who fund-
ed the coup d’ état were disappointed when the president suddenly announced that the country would
movetoward state capitalism. The public translated thisasareturnto socialism; therewasalot of talk
about Gamsakhurdia wishing to secure his grip on power and the economy. His regime fell because
capitalism was too slow to come to the country.

The Bourgeois Revolution:
Shevardnadze Comes
to Power

A new head of state meant radical changes in the political, social, and economic spheres. The
country acquired anew, liberal constitution that made Georgia a presidential republic with a separa-
tion of powers. The private sector rapidly expanded at the expense of the public sector; the class of
owners became much larger. The workforce migrated from the public to the private sector: in 1990-
1998, the share of those who worked in the public sector dropped from 75.5 to 34.7 percent while the
share of people engaged in the private sector increased from 24.5 to 65.3 percent.?

2 See: Statistical Yearbook of Georgia, Thilisi, 1999, p. 45 (in Georgian).
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It should be said that it was not the November events of 2003 that changed the official stand on
the private property issue. Under Eduard Shevardnadze private property, and the constitutional guar-
antees of it, was described as the cornerstone of the new society. It was under Eduard Shevardnadze
that the country acquired a class of private owners based on the developing private sector, and the
class of Georgian bourgeoisie. It was under Shevardnadze that a new type of social system appeared
and devel oped. Thetransition from socialism to capitalism was completed; from that time on the political
process unfolded in the new economic and social contexts. Social gaps widened, and the contradic-
tions between the rich and the poor became even more acute. The political process fell under theim-
pact of the developing social and economic classes and was greatly affected by mass poverty; the
national and cultural factors receded into the background. The new groups worked hard to put pres-
sure on the government to force it act in their interests.

Social inequality and impoverishment of most of the nation toppled the Shevardnadze regime
and brought Mikhail Saakashvili to power. The fact that the event came to be known as the Rose
Revolution did not mean that the transition wasfree from coercion. Forcewas used, albeit to amuch
lesser extent than before, when the regime change that removed Gamsakhurdia developed into a
civil war.

Under Shevardnadze the country moved forward: it acquired anew economic, social, and polit-
ical system and abandoned devel oped socialism for capitalism. Hiscoming to power can be described
as abourgeois revolution.

Thereisamore or less general consensus that the Rose Revolution was triggered by falsi-
fications of the results of the November 2003 parliamentary election, but the real causes go deep-
er than that. Popular discontent with the election results just set the ball rolling. The deepening
social inequality and the contradictions between the poor majority and the rich minority, aswell
as between business and bureaucracy, were the true reasons for the removal of Shevardnadze and
his regime.

There were subjective reasons as well:

(1) the political elite split when some of its prominent members joined the opposition on the
eve of the revolution;

(2) thispart of the Georgian opposition was supported from abroad,;
(3) the well-organized opposition mobilized and brought huge crowds into the streets;

(4) the opposition largely controlled the NGO network and foreign foundations functioning in
the republic;

(5) the opposition had the support of the media, especially of those which it controlled (Rus-
tavi-2 TV sided with the opposition);

(6) theregime, which had enough strength to restore law and order, remained passive and un-
decided.

The Rose Revolution
or a Globalizers Coup?

To decidewhether the Rose Revol ution wasarevol ution or amere coup d’ état, we should return
to two of the parameters described above. The huge crowds engaged in unconstitutional activities
characterize it as arevolution. In November 2003, the change of power was brought about through
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massillegal actions and the use of force, which produced a psychological rather than physical effect.
The scope of the changes, on the other hand, makes the picture less clear: November 2003 changed a
lot, but not enough to assess the changes as revolutionary. The changes should be assessed according
to the following parameters:

(1) replacement of the old state machinery with a new one;
(2) emergence of ageneration of globalizers;
(3) anti-criminal struggle;

(4) institutionalization of capitalism, which finally |eft the stage of “uncivilized capitalism” be-
hind;

(5) institutionalization of state power by tightening state discipline, accounting, and control;
(6) constitutional changes.

Struggle Againg Corruption and
Smuggling.
Institutionalization of State Power

The November events were of an obviously anti-bureaucratic nature. The previous regime re-
lied on bureaucracy for its continued existence, whilethe people and the business sphere, which made
the bureaucracy rich, were dead set against it. Before coming to power, Mikhail Saakashvili promised
that the bureaucrats would lose their ill-gotten gains, which meant expropriation of expropriators. He
also promised to retrieve the money corrupt bureaucrats had stashed away in Swiss banks. After com-
ing to power, however, the new president limited himself to expropriating several expropriators, his
actions never reaching the promised scope, while the second promise was never fulfilled at all. Once
in power, Saakashvili and his movement passed alaw onillegal property, the effect of which proved
negligible: several heads of criminal groupslost their possessions. The explanationissimple: oncein
power, the “revolutionaries’ began grabbing property left and right. Immediately after the coup, the
new peoplein power moved into business and started amassing property. On the second day the new-
ly elected parliament was in effect, its deputy, one of the active members of the United National
Movement (the party that won the election), was detained in the State Chancellery as he passed on a
bribe from Batumi businessmen to one of the top cabinet members. The latter’ s name was never dis-
closed to the public.

Corruption and smuggling were two targets of the new regime. According to the media, how-
ever, it moved mainly against those who had no patrons in the corridors of power; the political
elite was rumored to be guilty of both vices. Shortly before he was removed from his post State
Minister Khaindrava, in a TV interview, accused the head of military police, a man close to the
then Minister of Defense Okruashvili, of smuggling. In her article“How Nogaideli Became Rich,”®
journalist Eka Sekhniashvili referred to documents stating that Premier Nogaideli had made it
rich as finance minister through shady dealings involving state treasury obligations. According
to journalists, as minister of the interior at one time, Okruashvili became interested in the shady
dealingsin the Ministry of Finance; the then Premier Zurab Zhvania moved in to protect future
premier Zurab Nogaideli.

3 Alia, 23-24 November, 2006.
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The new regime strengthened the institutional structure of state power, tightened control over
the state functionaries and their accountability, and replaced bureaucratic control over society with
state control. Y et it was petty smugglers and bribe-takers with no influential patrons who were sacri-
ficed to the new rules of the game. A series of recent scandal ous publications, in particular the stories
of former head of the forest department B. Giorgobiani and former head of the auditing chamber
Nachkebia, revealed that state functionaries and at |east some of the post-revolutionary political elite
had been shamelessly indulging themselves in smuggling and corruption.

Nothing much has changed since the Shevardnadze era. Bureaucracy and the political elite
have merged with the business community and use the state machinery to promote its, and their,
interests. B. Giorgobiani said in so many wordson TV that the republic’s“forest business’ had been
divided among district heads, the public prosecutor’s, state security, and central power structures.
What he reveal ed about timber smuggling from Georgia cost B. Giorgobiani his post and his coun-
try, which he left.

Ingtitutionalization of Capitalism:
Business and
the Government

The new leaders have been concentrating on institutionalizing capitalism at home. In the past,
under Shevardnadze the state encouraged business activities with the conviction that the objective
historical process of capital accumulation would finally produce a national bourgeoisie that would
need law and order. It was expected, therefore, that the period of primary “uncivilized” accumula-
tion of capital would develop into civilized capitalism. Thosein power used these argumentsto justify
the permissiveness of the Shevardnadze eraand avoided coercion asaway to make devel oping busi-
nessestoetheline. Under Shevardnadze, it was amore or |ess spontaneous process that guided state-
building. The republic became one huge marketplace. The old elite, which included, along with the
president, the futureleaders of the Rose Revol ution (Saakashvili, Zhvania, Nino Burjanadze, Nogaid-
eli, and others) exchanged the unrestricted freedom of big businesses for the money they needed to
pay for election campaigns (often at the expense of the state treasury). On the eve of the Rose Rev-
olution, for example, during TV debates with Nogaideli, the then State Minister Deputy Zoidze
reveal ed that during the parliamentary campaign of 1999, the budget lost alarge share of petrodol-
lars. He reminded hisopponent that the Civil Alliance (Shevardnadze' sparty) and oil businesssigned
an agreement under which businessmen were exempt from taxes in exchange for the Alliance’ sfi-
nancial support.*

The new political elite steered the country toward institutionalizing capitalism; this meant that
business should follow the rules and norms established for it by the state; business activities were
subjected to closer accounting and control and were expected to serve the tasks of state-building and
publicorder. Inreal life, however, the steps designed to translate the above into practice were checked
by the ruling elites' political and economic interests and were channeled against micro and small
businesses. This narrowed down the ruling party’ s social base and sent up the level of public discon-
tent. The process reached its peak in the wave of clashes between the police and petty merchants that
swept Georgia. The government wanted them to vacate the marketplaces where they worked to put up
more prestigious projectsinstead. The merchants, in turn, refused to move. The government sent the

4 See: Kurieri TV program, 30 June, 2003, at 9 p.m.
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policetoteach therecalcitrant traders alesson; the infuriated crowd pushed the police back and occu-
pied the market. The government, in turn, dispatched the riot police; law and order was finally re-
stored after fierce clashes.

Institutionalization of capitalism presupposes that the business community should become ac-
countabl e to the government, while the official structureswill tighten their control over it. From that
time on the business community was expected to stay within the law. This makes the law extremely
important for businessesto remain afloat. The government istrying to regulate business with the aim
of helping it to grow stronger—but this regulation is not at al to the liking of micro and medium
businesses. Institutionalization brings to the fore the sharp contradictions between large and medium
and between small and micro businesses. The latter two find it especially hard to obey the rules—the
new control methods demand money. This explains the protests against the government, which obli-
gated petty merchantsto buy cash registersto improve control over their transactions. Therelatively
large businesses with more money were in a better state—the new requirements rid them of their rel-
atively small rivals.

The coup undermined the public mechanism of control over the ruling elite and its urge to
expand its power, which made political control over the business community much tighter, more
direct, and more obvious. The cabinet openly threatened businesses to force them to obey its po-
litical aims. State functionaries continue to patronize businesses (a phenomenon inherited from
the days of Eduard Shevardnadze), but it seemsthat now fewer businesses are under state protec-
tion, although they are larger in size. By gradually developing into an economic regime, the po-
litical regime isundermining honest market competition. Large firms with high-ranking patrons
in the government and among the political elite squeeze their competitorsfrom the market by non-
economic methods.

Institutionalization of capitalism hasencouraged the expropriation of private property. After the
revolution, donations of property to the state became “ fashionable.” The Alia newspaper wrotein this
respect: “Recently, the number of alienations-donations in Georgia has reached catastrophic dimen-
sions.”® According to the Notary Chamber, in 2002 in Thilisi alone, 499 contracts of alienation and
donation were registered; the figure for the provinces was 833. In 2003, there were 1,059 such trans-
actionsin Thilisi and 425 in the provinces; the figures for 2004 were: 1,890 in Thilisi and 728 in the
provinces. The newspaper continued: “It is hard to say whether the public prosecutor’s office was
involved, but knowing how fond the government is of taking away other peopl€e sproperty, there appears
to be no doubt that it was. Hereis afar from complete list of the donated enterprises: the Elektrovo-
zostroitel (39 percent of thetotal number of shares) and Elektrovagonostroitel (42 percent) joint-stock
companies; PLCs Arenameat packing plant (60 percent); Farma-Alliance pharmaceutical company
(51 percent); Traktorny tractor factory (13.4 percent); the Elekrotekhnik joint-stock company, which
produces el ectronic devices (8.8 percent); PLC Idzhiey cast-iron producer (50 percent), acar factory
in Kutaisi (59 percent), etc. According to Melashvili, a member of the National Front, this frenzied
activity could have become possible only if the country was flooded with investments. He added that
even China, which attracted huge amounts of money, was never flooded with investments and con-
cluded that what was going on in Georgia meant that the old owners had simply been robbed of their
property. Thefact that markets, expensive buildings, and land plots changed handstestified toit. The
shareholders of the Zhiner energy firm, which rented the Zhinval skaia hydropower plant to supply
Thilisi with electric power and water and created good profits, lost 61 percent of its shares. On the
sameday, 13 January, 2005, its nine owners had to sign a contract on donating different parts of their
shares. Some of the enterpriseslisted above were not particularly profitable; some of them were doing
well. Therearefactsthat say that the stateforced the ownersto part with property infavor of the state.

5 Alia, 21-22 December, 2006.
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Thedirector of Liakhvi, for example, signed acontract of donation under aprocedural agreement with
the public prosecutor’ soffice. The director of Kommersant-95, another firm appropriated by the state,
signed a similar document in prison without consulting fourteen shareholders. The minutes of their
meeting, at which they agreed to part with the shares, appeared twenty days later. Today, both direc-
torsarefree.”®

Thelawsand regul ations applied to theinstitutionalization of capitalism are spearheaded against
small businesses: they find it hard to adjust themselves to the new rules, while the law-enforcement
structures find it easy to blackmail and rob their owners.

Replacing the Old State Machinery
with New

Those who are building democracy in Georgia are guided by the task of creating new, po-
litically neutral state machinery able to keep in check all the rivaling political forces and teach
them to obey the democratic behavior code. From the very beginning of the republic’s post-So-
viet development, the national bureaucracy has been a slave of the dominant political force, an
instrument it used to remove political rivals. Thisis especially true of the courts of justice, the
police, the state security structures, and the public prosecutor’s office. The post-communist re-
public has evidently inherited from its predecessor a state which is a fusion of the government
and the political elite. It isthis special feature that is the main source of reproduction and devel-
opment of the political system’s authoritarian trends. This fusion interferes with political com-
petitiveness and cements the economic foundations of the political domination of one group or
another. Business and the economy are subordinated to political interests. Some of the Soviet
political features are thus reproduced: politics and the economy are fused into asingle wholein
which the economy is dominated by politics and is, therefore, excessively politicized. This be-
came especially evident when, sometime ago, the country’ spolitical |leaders ordered private firms,
which had nothing to do either with wine-growing or wine production, to buy grapes from Ka-
khetian wine-growersto avert mass protests. Under Shevardnadze, who was busy building up state
institutions and expanding their influence, the ruling elite and bureaucracy formed a political
alliance based on mutually advantageous market principles: the state functionaries exchanged their
political support of the government for administrative powers used to promote private interests.
In this way, the bureaucracy developed into a new social stratum that took the state and society
hostage; this new social group delegated its members to the newly devel oping bourgeoisie, thus
transforming its administrative powersinto economic. Then minister of communicationsIndzhia
isone of the most graphic examples: after he became minister, he also became amillionaire with
vast properties in the communication sphere. The most enterprising among the state functionar-
ies grew rich under the umbrella of the omnipotent bureaucracy where state control and account-
ing were virtually non-existent. Unbridled privatization and the business community’ s consist-
ent violation of laws created a new social stratum.

Those who worked in the state structures (the police, public prosecutor’s, security, and taxation
structures) could improvetheir statusesin the economic system. Inthisway, the stateinstitutionsfused
with the private sector and interfered with the very much-needed institutionalization of the state by
furthering the civil servants' private economic and businessinterests. This paralyzed everything that
should have been done on the domestic scene and placed private interests above those of the state.

5 Ibidem.
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State devel opment required stricter state discipline and demanded that civil servants and administra-
tive power adhere faithfully to the law. What is more, the government should be transformed into a
tool for carrying out policy. After November 2003, the political eliteresolved to establishits complete
control over the bureaucrats to use them as a political tool. Throughout its post-communist history,
Georgia has been gradually and surely changing the structure of its state machinery; it was only after
November 2003 that the government became resolved to weed out the remnants of the communist past
and move closer to Western standards.
There are three directions in which the process is unfol ding:

(1) creation of new structuresto replace the Soviet ones;
(2) new methods of recruiting civil servants;
(3) changesin personnel management.

The law-enforcement sphere, which was more punitive than law-enforcing and was the most
corrupt, according to common opinion, experienced the most radical changes. The old structures
werereplaced with new onesimmediately after the revolution: the old traffic police was|liquidated;
today the streets are patrolled by policethat are responsible for highway control and keep an eye on
street crime. Old employees were dismissed en masse and the vacancies filled with new inexperi-
enced officers.

Today vacanciesin the civil service are filled by means of competitive selection. This method
could have expanded the bureaucracy’ s social base, added transparency to its functioning, facilitated
public control over employment, and helped to employ honest and professional people. Competition
could have promoted socia mobility based on merits, experience, and knowledge. This, inturn, would
have stabilized the political system, made society more democratic, and created meritocracy. Howev-
er, political and clan interests are undermining the new method’ s efficiency and turning this method
into a “democratic disguise” of the ruling elite’s interests, since society has no adequate force and
influenceto bridle the top circles' lust for power.

Personnel management has also changed: theruling eliteis convinced that those who served
and acquired experience under the old regime cannot be used in the new conditions: they are very
slow to master Western standards and progressive methods. Civil servants were driven away in
large numbers, and after the revolution the vacancies were filled by means of competitive selec-
tion. Today, the average age of Georgian bureaucrats is much lower than before: all people of
50 and over were weeded out without explanation. All the new bosses (ministers and others)
ordered their subordinatesto resign; after that the new functionaries were employed by means of
competitive selection. At the second stage, those who passed the tests with the best marks were
invited for interviews: the final decisions rested with the bosses. In the absence of areal system
of distribution of powers and their mutual control and restraint, as well as of public control over
the authorities and responsible governance, the system became a smokescreen behind which vol-
untarism and subjectivismin personnel management isflourishing. Patronageisreaching far and
wide, encompassing not only political, but al so the administrative posts of sector and department
heads, etc. The November regime change extended the administrative powers of ministers and
administration heads by undermining the rights of salaried workers. This created even stronger
clan ties. As soon as Defense Minister Okruashvili was removed from his post, nearly all those
employed by means of competitive selection were dismissed. Even though the screening was
completed several days before the minister’s resignation, he did not have time to authorize the
results, and D. Kezerashvili, the newly appointed minister, annulled the results and set the date
for a new screening process.’

7 See: Rezonansi, 1 February, 2007.
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Local Elections

The 2006 local electionsopened anew pagein the history of undermining the democratic mech-
anisms. The ruling elite exploited its administrative resource, not so much to falsify the results asto
put the competitors in uneven conditions. It used

(1) gapsinthelaws;

(2) the administrative resource, which allowed the people at the helm to use the weight of the
state to tip the balance in their favor;

(3) the business community completely dominated by the ruling elite, which allowed the | atter
to stem the money flow going to the opposition;

(4) wage earners who were completely at the mercy of their bosses.

The government skillfully exploited the fact that the laws said nothing about the exact termsfor
holding elections: the president set adate that favored his party and, unexpectedly for the opposition,
cut the campaigning short, which left the latter short of time.

Theruling party had all the state departments at its disposal: it could mobilize the electorate
to acquire the desired results without falsifications. According to Kukava, member of the parlia-
ment from the Conservative Party, “the government became even more dangerous; it maneuvered
the opposition into an impossible situation. While in the past the results were falsified by merely
adding the needed number of ballot papersto the ball ot boxes, today the government relieson money.
Theentire state machinery isbusy gathering votesfor theruling party.”® In Imeretia, the employees
of the taxation structures wereinstructed to gather at least twenty people each who would pledgeto
vote for the United National Movement, the ruling party. Gugava, a member of the Labor Party,
said that the civil servants had been persuaded to vote for the National Movement under the threat
of losing their jobs.®

The heads of the district administrations (gamgebelis) used money to organize and encourage
the movement’ s active members. According to one of the most active of them, who also sat on the
local election commission, the gamgebeli of the Isan District of Thilisi gathered the activists of this
movement to promise 70 laristo everyone who enlisted twenty supporters of the National Movement
and reminded the gathering that despite the outcome he would remain in his place and that “ sooner or
later” they might need his support.’® The National Movement’s functionaries used money, psycho-
logical pressure, violence, and blackmail to mobilize the voters. Thisiswhat members of the election
commissions from the ruling party had to say. One of them, for example, said: “The National Move-
ment activists demonstrated high efficiency: they brought old people in cars to the polling stations
nearly by force; the voters held the Movement’ s red booklets and were instructed to be very careful
and mark No. 5 (the number of the National Movement) on the ballot form.”

With the help of the taxation service, the Public Prosecutor’s Office, and the Ministry of the
Interior, the ruling elite scared the business community enough to stop funding the opposition. This
explains the vast gap between the sums the ruling party and the opposition reaped in the form of do-
nations during the 2006 election campaign (see Table 1).

The abovetestifiesto the moral and psychological climate in the business community after the
revolution. The number of sources funding the National Movement and the opposition parties sug-

8 Alia, 12-13 December, 2006.

9 See: Rezonansi, 18 October, 2006.
10 | bidem.

1 | bidem.
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Table 1
17 Sources of funding
The Party Donations, laris Legal Physical
persons persons
United National Movement 3,667,383 123 23
Davitashvili, Khidasheli,
Berdzenishvili Bloc (opposition) 88,956.21 1 26
Industry Will Save Georgia
(opposition) 523,758.51 8 3
Sakartvelos gza (opposition) 43,945 0 3
Labor Party (opposition) 13,277 0 from physi-
cal persons
/B d dat. lied by Alia, 31 October-1 N ber, 2006 )
\\ ased on data supplied by Alia, ctober-1 November, . j/

gests that businessmen were afraid to give money to the opposition. While the National Movement
received money from 146 sources, the main opposition partieswerefunded from 41. The money came
from physical and legal persons, the correlation between them changing depending on the recipients.
The National Movement was mainly supported by legal persons—123 compared with 23 physical
persons, while the opposition was mainly supported by physical persons: 32 compared with 9 legal
persons. Obviously afraid of giving money to the opposition, businesses preferred individual dona-
tions, legal persons being strictly controlled by the state through financial institutions.

Raising a Generation of Georgian Globalizers

The Rose Revolution destroyed the political barriers that interfered with the free development
of the new ideological and spiritual processes. “ Liberate Y ourself from the Old Prejudices—Be Free”
isthe slogan of a TV youth program run by the public channel, which putsin a nutshell the meaning
of the changesin Georgia snational identity and behavior norms. Therole of national identity in person-
al self-awareness has been undermined; publiclifeislosing itstypically Georgian features. Prof. M. Tsat-
sanashvili has pointed out: “Thereisalot of talk about the victories scored by our government, yet
they are scored at the expense of Georgian spirituality.”*?

The educational system is playing one of the key rolesin raising ageneration of globalizers. It,
and science, has been subjected to the most radical changes.

After the revolution, science and education fell into the clutches of the globalizers of the Soros
Foundation and the Freedom Institute. K. Lomaia, former head of the Soros Foundation in Georgia,
was appointed minister of the newly created Ministry of Education and Science. The new minister
dismissed the old employees and hired anew staff by means of competitive selection. Thenewly hired
civil servants have close ties with the republic’s globalization centers (the Soros Foundation—Open
Society Institute-Georgia, Freedom Institute, and others) and the ruling party. The republic’s Acade-

12 Akhalgazrda Iverieli, 30 November-10 December, 2006.
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my of Scienceswasreformed: itsinstitutes became legal entities, whilethe Academy was deprived of
its function of guiding scientific and scholarly studies. This function now belongs to the Ministry of
Education. The secondary and higher education system was also transformed; enrolment in the higher
educational establishments is based on nationwide entrance exams, which have largely eliminated
corruption in this sphere. The academic councils acquired the right to elect the rectors, certain func-
tions of whom were transferred to the councils and elected senates. The changes raised a wave of
opposition in the academic community, which had its own ideas about the future of sciencein Geor-
gia. Thilisi State University (TSU), for example, was rocked by fierce clashes between the rector’s
office and the lecturers who objected to the changes, which violated the laws. Only the police were
able to pacify the professors and disperse the most active protestors.

The secondary education system was al so reformed: parents acquired morerights at the expense
of therights and powers of teachers and directors. The parents and teachers el ect boards of guardians,
which, inturn, are empowered to elect the directors. The state no longer funds the school s—the mon-
ey goes to the pupils, each of whom is free to change schools, taking his money with him. Thiswas
doneto improve school teaching and education, whilereal life, asisoften the case, produced different
results. Small schoolshave found it hard to survive, which hasincreased the number of larger schools
with larger student bodies. The number of students becomes too large for efficient management,
maintenance of discipline, and good academic performance. Thisisindirectly shown by widespread
private tutoring.

Management of science and education has allegedly become more democratic, but today itisfar
removed from true democracy: it merely camouflages the power and influence of the Ministry of
Education and Science, which controls everything inits sphere of competence. Thisexplainswhy the
election results of the TSU rector brought no surprises: everyone knew that the Ministry’ s candidate
would win.

Conclusion

The question “Is it absolutely correct to describe Saakashvili’s coming to power as a revolu-
tion?’ should be answered in the negative. It did not affect the very roots of social order, or the forms
of itssocial stratification and distribution of power and influence. The “revolution” produced mainly
quantitative, rather than qualitative changes: the state and the government became even closer, the
civil service became more politicized, whilethe political machinewas completely appropriated by the
ruling elite. Business and the economy are completely dominated by the government political goals.
Society fearsthe state structures even more than before. All the changesin the post-revolutionary era
arerather superficial, but administration hasimproved because of theinstitutionalization of state power.
Some of the changes were inherited from the previous regime: the “revolution” merely added to their
scope and pace. Thisistrue of the reform in the education system. Still, al the post-November 2003
changes unfol ded against the extended reproduction of the elite administration methodsalso inherited
fromthe Shevardnadze era. There have been no qualitative changesthat could hel p the country tofinally
|eave the stage of post-communism behind. Thisis explained by the specifics of the democratization
process, which was never an aim in itself in Georgia, but was launched in the interests of new forms
of social stratification and economic structure. For thisreason, the processisinevitably accompanied
by worsening economic, social, and cultural conditions.
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have stabilized recently, whichmakes itpos- | cooperation among theindicated powerswithin

sibleto put forward certain hypothetica mod- | theframework of their foreign policy strategy in
esof interrelationsamong such mgjor playersinin- | Central Asiaand the Caucasus. For example, the
ternational relations asthe U.S,, Russig, and China. | results of this study, which was conducted by
Inturn, by creatingmodel sof theinterrelationsamong | means of a factorial and comparative analysis,
thesestatesat theglobal level, certainconclusionscan | make it possible to forecast the appearance of a
bedrawn that are beneficid for drawing upthepara | new conception of world order inthe near future,
digms of Washington’s, Moscow's, and Beijing's | in which the balance will tilt in favor of U.S.-
Central Asian and Caucasian strategies. PRC interaction, while Russia will be pushed

This article makes an attempt to analyze | into the background. For example, the results of
certain aspects of this problem, taking into ac- | theanalysisshow that the model of the declared

Several development trends in global policy | count the growing urgency of issues relating to
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strategic U.S.-Russiapartnership isdisintegrat- | tablish strategic interaction with the mentioned
ing and the U.S.-PRC dialog isgaining momen- | forces, which the Kremlin regards as its most
tuminthefaceof therisein Russia sdemonstra- | “efficient” partnersin counterbalancetotheU.S.
tive strategic support of thelslamist forcesonthe | (and possibly to the PRC in the future) on the
international arena. Moscow isthustryingtoes- | global scene.

Failed Model of
Strategic U.S-Russia Partnership

Formation of themodel. In 2000, the outlines of anew model of strategic U.S.-Russia partner-
ship appeared asthetrans-Atlantic U.S.-EU partnership broke down dueto the European Union’ sdesire
to play an autonomous rolein world politics. The new model began taking shape during the meeting
between presidents Vladimir Putin and George Bush at the American president’ sranch. In 2001, when
Vladimir Putin allowed U.S. armed forces to be deployed in the Central Asian countries, this model
began to be viewed as one of the possible viable paradigms of the two major players policy in the
region.

Thefirst stepstoward implementing this model were reflected both in conceptual documents
and in specific spheres of Russian-American cooperation. For example, the principles of a bilat-
eral partnership dialog were enforced in the Moscow Declaration on New Strategic Relations
signed by presidents Vladimir Putin and George Bush in May 2002. The priority areas of these
relations were defined as joint efforts in ensuring international security and strategic stability,
fighting international terrorism, opposing other new global challenges and threats, assisting in
settling regional conflicts, devel oping economic trade relations, and expanding contacts between
societies and people.?

Summit and other top-level meetings are playing an important role in advancing Russian-
American partnership and giving it additional stability. Since 2001, there have been 17 meetings
between the presidents of the Russian Federation and U.S. (both in the bilateral format, and with-
in the framework of multilateral forums), including Vladimir Putin’svisitsto the U.S. (Novem-
ber 2001, September 2003, and September 2005), as well as George Bush’s visits to Russia (in
May and November 2002, in June 2003 to participate in the jubilee celebrations in St. Peters-
burg, and in May 2005 to participate in the celebration of the 60th Anniversary of Victory in WWI1I
in Moscow).

We will note that the National Security Strategy approved by George Bush in 2002 dealt with
the strategic partner ship with the Russian Federation, which “isin the midst of a hopeful transition,
reaching for its democratic future and a partner in the war on terror.”?

! For more on Russian-American relations see the Reference Information of the Department of Information and the
Press, Russian Ministry of the Foreign Affairs, 18 April, 2006, available at [http://www.mid.ru/nsrsam.nsf/
1f773bcd33ec925d432569€7004196dd/16dd0c29bd3ef 47343256a2c0040bf b4?0OpenDocument] .

2 The National Security Strategy of the United States of America, THE WHITE HOUSE, Washington, 17 Septem-
ber, 2002, available at [http://www.state.gov/documents/organization/15538.pdf], p. iv (see also in this same document:
“Having moved from confrontation to cooperation as the hallmark of our relationship with Russia, the dividends are evi-
dent: an end to the balance of terror that divided us; an historic reduction in the nuclear arsenals on both sides; and coop-
eration in areas such as counterterrorism and missile defense that until recently were inconceivable,” p. 13; “With Russia,
we are aready building a new strategic relationship based on a central reality of the twenty-first century: the United States
and Russia are no longer strategic adversaries. The Moscow Treaty on Strategic Reductions is emblematic of this new re-
ality and reflects a critical change in Russian thinking that promises to lead to productive, long-term relations with the Euro-
Atlantic community and the United States,” p. 26).
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In addition to fighting terrorism, cooperation in the energy sphere was al so acomponent of this
partnership. In 2002, Russia agreed with its Western partners that a free market and competition are
the most important factorsin ensuring global energy security. The outlines of abroad American-Rus-
sian energy partnership were designated keeping in mind that the U.S. will be able to satisfy approx-
imately 20% of itsdemand for energy resources by means of the Russian Federation’ sdeliveriesof oil
and liquefied gas.

For example, on 28 May, aworking meeting was held between Gazprom’ s Chairman of the Board
Alexei Miller and U.S. Secretary of Energy Spencer Abraham at Gazprom’s central office.®> Ques-
tions of cooperation in liquefied natural gas (LNG) production technology and its delivery to the
American market were discussed. Spencer Abraham confirmed the interest of the U.S. Administra-
tion in creating favorable conditions for developing business cooperation between Gazprom and
American energy companies. Alexel Miller informed Spencer Abraham about the course of the talks
and plansfor joint effortsin 2004 with American partners regarding marketing questions and the sale
of Russian gasin the U.S. Alexei Miller said that a discussion would soon begin with the Russian
government about a Production Sharing Agreement for the Stockman gas-condensate field, which has
been defined as the main raw material base for delivering LNG to America.

During the bilateral dialog, the sides noted frequently that access of Russia s hydrocarbon re-
sourcesto the American energy market will promote opening up of Russia soil and gasinfrastructure
to multi-billion investments from the U.S. The fact that as early as 2004 such oil and gas companies
as Shell, Mobile, ChevronTexaco, and ConacoPhillips accounted for more than 50% of all U.S. direct
investments in Russia shows America’ s special interest in Russia’ s energy resources.

All the same, because of several systemic factors, this model of U.S.-Russia strategic partner-
ship could not stand up to the mutual mistrust and mutually exclusiveinterests of both sides, whichin
theinitial excitement over the prospects of partnership turned out to be only temporarily pushed into
the background. Neither Moscow, nor Washington were able to completely eliminate these factors,
and as aresult, the model under review began to rapidly disintegrate.

Disintegration of the model. One of the main reasons for the deterioration in the American-
Russian dialog was the U.S.’ s actions, which in most cases ignored Russia s interests in the key re-
gions of the world, particularly those located along the Russian Federation’s borders (including in
Central Asiaand the Caucasus), by carrying out itsown foreign policy strategy of unilateral planetary
domination. What is more, Washington stepped up its direct interference in Russia sinternal affairs,
which was mainly expressed in the U.S.’s systematic demands for decentralization of the Russian
Federation government by liberalizing management in strategically important spheres. Americain-
sisted in particular that state monopoly of the mass media, as well as of management in the energy
sphere, be slackened.

Several U.S. officialscriticized Russiafor its disagreementswith Americaover Iraqg, Iran, and
Northern Korea, and for selling weaponsto China, Syria, and Venezuela(to President Hugo Chavez).
The U.S. criticizes Vladimir Putin for “curtailing the democratic reforms, for exercising state con-
trol over the mass media, and for appointing governors instead of holding direct elections.”* As
Russian ambassador to the U.S. Y uri Ushakov notes, thereishardly apolitician in Washington who
has stayed away from attacking Russia lately.® The surge in public rhetoric, a new barrage of anti-

3 For more on the results of the working meeting between Gazprom Chairman of the Board A. Miller and U.S. Sec-
retary of Energy S. Abraham see the Report of Gazprom's press service, 31 May, 2004, available at [http://www.mid.ru/ns-
rsam.nsf/1f773bcd33ec925d432569e7004196dd/432569d80021825ec3256ea50031257c?OpenDocument] .

4 Russian President Vladimir Putin’s interview with the American television channel Fox News. Washington,
17 September, 2005. Report of the Russian President’s press service, available at [http://www.mid.ru/ns-rsam.nsf/
1f773bcd33ec925d432569e7004196dd/432569d80021825ec32570820043c9e1?OpenDocument], 20 September, 2005.

5 See: Yu.V. Ushakov, “Making Things Rough,” The Washington Times, 19 May, 2006, available at [http://
www.washingtontimes.com/op-ed/20060518-091431-5583r.htm], 19 May, 2006.
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Russian chargesregarding, in particular, the state of Russia’ sdemocracy and itsalleged use of energy
resources for political ends, can only invite, in the ambassador’ s words, mutual irritation. In any
case, “such atalkfest can hardly facilitate Russian-American joint work on burning international
issues.” Y uri Ushakov pointed out that, “ given the nature of our bilateral relations when the public
sentiment and the mindset of the think-tank establishment are so heated, actions designed to hurt
each other would only seem an easy and ‘logical’ option. Making things rough for Russia has now-
adays becomein vogue, al the morethat stereotypesand habits dating back to Soviet timeshaveall
but disappeared.”®

These actions by America had an impact on its strategic partnership with the Russian Federa-
tion, leading to an increase in Moscow’s lack of confidence in Washington. This caused an abrupt
cooling off in bilateral relations. The Kremlin tightened itscontrol over the main elementsof Russia’'s
energy infrastructure. Y UKOS head Mikhail Khodarkovsky was arrested. Gazprom's Chairman of
the Board Dmitri Medvedev became first vice-premier, and head of the Presidential Administration
Igor Sechin became chairman of the board at Rosneft, the most rapidly growing energy structurein
the Russian Federation. LUK oil and other Russian companies essentially had free access to control-
ling blocks of sharesin American energy enterprises operating in the Russian Federation (for exam-
ple, Getty Petroleum).

What is more, new priority (eastern) directions for exporting Russia’s energy resources were
defined. For example, on 3 April, 2006, head of the Ministry of Industry and Power Viktor Khristenko
said that the share of the APR countriesin Russian oil export will rise from the present 3% to 30% by
2020, and in gasfrom 5% to 25%. In hiswords, the significant increasein deliverieswasrelated to the
plansfor building the Eastern Siberia-Pacific Ocean oil pipeline with abranch to China.” According
to Viktor Khristenko, the new route will make it possible to export up to 80 million tons of oil ayear
tothe APR states (up to 30 milliontonsayear of which will go to the PRC; these deliverieswill begin
in 2011).

The ongoing mutual lack of confidence between Washington and M oscow made it obvious that
the model of Russian-American strategic partnership had failed. In so doing, the breakdown in this
model led smoothly to the formation of anew model of interrelations—the model of U.S.-Russiastra-
tegic opposition.

Current Modd of
U.S-Russia Opposition

Thecrux of themodel. Thecrux of the current model of interrelations between the U.S. and the
Russian Federation is defined by a tendency toward systemic, open American-Russian strategic op-
position. The tenacity of this model is explained by the specific actions observed recently by Wash-
ington and Moscow aimed at dealing a serious blow to each other’s interests.

High-ranking representatives of the Bush Administration, particularly Vice-President Dick
Cheney, are speaking out in favor of taking a new tougher approach to the Russian Federation in
the form of a small cold war. They are in favor of creating anti-Russian military alliances with
Russia’ s neighbors and offering open support to President Putin’ s political opponentsin the country
itself. Everyone remembers Dick Cheney’ s impassioned speech in the Lithuanian capital, when

5 [bidem.
7 See: M.V. Odintsov, «Perspektivnoe razvitie neftegazovoi otrasli, magistralny truboprovodny transport,” NefteRynok,
January 2006, available at [http://www.council.gov.ru/kom_home/kom_est/smi/oil.htm].
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he battered Moscow with accusations of anti-democratism and energy blackmail combined with
his attempts to knock together an energy alliance against Russia. After accusing the Russian
Federation of anti-democratic tendencies, the very next day, Dick Cheney showered the presi-
dents of Kazakhstan and Azerbaijan with compliments, which shows the influence of this model
of interrelations between the U.S. and Russia on the geopolitical situation in the Caucasus and
Central Asia.®

In this context, the series of velvet revolutionsin the CIS led to the Russian Federation fun-
damentally reviewing its foreign policy with regard to the West as awhole, and to the U.S. in par-
ticular. In response, Russia has recently begun reinforcing its geopolitical position in the post-So-
viet expanse and its own armed forces, as well as making active use of the energy component as a
tool of influence.

In turn, the American Administration is gradually withdrawing from its close interaction with
the Russian Federation and assuming a tougher stance toward Moscow in most of the controversial
issuesof bilateral and multilateral interaction. In so doing, thetension between Russiaand Americais
rising, since both nations are playing azero gamein an attempt to have an impact on the post-Soviet
states, aswell asin their own military rivalry in Central Asiaand the Caucasus. On the one hand, the
representativesof official Russian circlesoften state that the American armed forcesdeployedin Central
Asiashould leave theregion. While on the other, American officialsaretalking in favor of turning the
Russian military out of the Caucasian republics, in particular, Georgia. Such statementsare being voiced
in both the SCO and the OSCE.

Thisstrategic rivalry isgiving rise to the main character traits of the new model of interrelations
between the U.S. and Russia.

The model’ s basic operating principle. At the current stage of implementing this model, its
main operating principleis characterized by asymmetry in the alignment of forcesand positions of the
two sides. For example, within the framework of the model, Americais affecting Russia’'s vitally
important interests by hinting at the removal of the current political regime in the medium term and
the violation of Russia’ sterritorial integrity in thelong term. All the same, the reciprocal stepstaken
by Moscow can only pose a real threat to Washington’s foreign policy strategy by restraining its
ambitions in several geostrategically key regions of the world (including in Central Asia and the
Caucasus), without affecting the U.S.” s vitally important interests in so doing.

According to some Russian experts, patent el ements of the so-called Anaconda Plan can be seen
in America sforeign policy strategy. Thistheory envisages geostrategically surrounding the Russian
Federation with springboards of anti-Russian forces, aswell as further penetration of direct Western
influence into the depths of the country.

For example, Washington is openly and most actively supporting the pro-Western political re-
gimes appearing on Russia' s perimeter asaresult of the Color Revolutions. In so doing, these efforts
are particularly active with respect to Georgia, which is located in the direct proximity of Chechnia
and potentially capable of manifesting the greatest activity inthe hypothetically possible plansto dissect
the Russian Federation in the future. Thisdevel opment of eventsisunacceptableto Russia. For exam-
ple, thishad an effect on the bilateral diplomatic relations between the two nations: for example, U.S.
Ambassador in Moscow William Burns was handed notes of protest regarding Washington' s Cauca-
sian policy.®

8 See: St.L. Myers, “Strong Rebuke for the Kremlin From Cheney,” The New York Times, 5 May, 2006, available at
[http://www.inosmi.ru/transl ation/227259.html], 5 May, 2006.

9 For more on Russian Deputy Foreign Minister S. Kisliak handing notes of protest to U.S. Ambassador in Moscow
William Burns see 661 Press-Report of the Russian Foreign Ministry, 18 April, 2006, available at [http://www.mid.ru/ns-
rsam.nsf/1f773bcd33ec925d432569e7004196dd/432569d80021825ec3257154004873a4?0Open Document].
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America spolicy regarding Georgiais showing itsinterest in the supply routes passing through
the Caucasus (including from the viewpoint of ensuring the security of the Baku-Thilisi-Ceyhan pipe-
line). But, in the opinion of certain Russian experts, Caucasian oil cannot be compared in any way (in
terms of reserves) with Middle East oil, and is not of any strategic importance to Washington. In this
respect, as several Russian analysts believe, America' s Caucasian policy ismost likely aimed at fur-
ther geopolitical penetration into the Russian Federation by means of Georgia’ smembershipin NATO
and drawing the borders of the Alliance’ smember states closer to Chechnia. In the future, thiswould
make it possible to internationalize the Chechen problem, thus justifying NATO’ s involvement, as
well as the involvement of the international community, by the need to enlarge it and, in so doing,
beginning an operation to dissect Russia.

Due to the rising disagreements between the Russian Federation and the U.S., Moscow is en-
hancing itsinterrelations with forces unfriendly to the United States, including Islamic.

Emerging Model of
Strategic Russia-Idamic World Partnersnip

Theideaof creating an anti-Western union of |slamist forceswasfirst put forward by Khomeini,
the leader of the Islamic revolution in Iran, in hisletter to Mikhail Gorbachev (when the collapse of
the U.S.S.R. wasin full swing). Today, Moscow is offering a similar initiative that has been adapted
to the new reality. For example, against the background of an increase in anti-American sentiments,
Russiais taking measures to reinforce the Kremlin's positive image among the Arab-Muslim coun-
tries. The Russian Federation is rapidly developing its cooperation with these states in bilateral and
multilateral formats. The Russian Federation became an observer in the Organization of the Islamic
Conference (OIC) on 20 June, 2005. Under the Kremlin’s patronage, aso-called Russia-1slamic World
Strategic Vision Group has been formed called upon to expand cooperation between the Russian
Federation and Islamic countries. The first meeting of this structure took placein Moscow in March
2006. On 30 August, 2006, the Group’s second meeting opened in Kazan. Sergei Sobianin, head of
the Russian Presidential Administration, hisdeputy, Vladislav Surkov, Alexei Grishin, Russian Pres-
idential Administration Advisor, Evgeni Primakov, Chairman of the Russian Chamber of Commerce
and Industry, and other high-ranking officials took part in this event.°

In addition to this, Russian Foreign Minister Sergei Lavrov noted that heisin constant contact
with the foreign ministers of Arab states and maintains contacts with the League of Arab States. Ser-
gel Lavrov issurethat “at present, the Arab countries see Russia as a true friend willing to come to
their aid in times of trouble and openly and honestly cooperate and assist in the development of these
states and the reinforcement of their position in the world.”

Main idea. The main idea of this model of strategic relations is anti-Americanism. Moscow
rendered Iraq and its now former president, Saddam Hussein, all kinds of political support right up
until the last moment. The Russian Federation is aso giving Tehran every possible political assist-
ance (in spite of the demonstratively radical statements of President Mahmoud Ahmadinejad). De-
spite the strong pressure from the U.S. and European states, the Russian Federation is continuing to
deliver armsto Iran** and a few other Arab countries, whose relations with Americaremain tense.

10 See: “Sobianinai Surkova zhdut v Kazani na zasedanie Gruppy strategicheskogo videnia,” Russia-1slamic World.
MIGnews.com, available at [http://www.volgapolitinfo.ru/news_priv/16996].

1 Answer of M.L. Kamynin, the official representative of the Russian Foreign Ministry, to a question asked by
ITAR-TASS about Russia signing a contract with Iran on arms deliveries. 2579-03-12-2005, available at [http://
www.mid.ru/ns-rasia.nsf/1083b7937ae580ae432569e7004199¢2/432569d80021985f c32570cc003f 74a570penDocument],
3 December, 2005.
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The Russia s attitude toward HAMAS is more evidence of how seriousitsintentions are to use
Islamist forcesin its opposition to the U.S. In 2006, after inviting the leaders of this movement to the
negotiation table, Moscow gave them the opportunity to emerge onto the international political scene
independent of Washington, which considers HAMAS aterrorist organization. What is more, after
HAMAS s ascent to power in Palestine, the U.S., along with Israel, halted the financing of the Pales-
tinian national administration, while Russia continues to give it money, essentially subsidizing the
Islamist formation.

Under these conditions, the strengthening of another trend is observed, which showsthat astra-
tegic dialog between the U.S. and PRC is being cultivated. In light of the formation of a model of a
strategic Russia-1slamic World dial og, thistrend is pointing to the formation of amodel of interaction
inthe U.S.-PRC format as an alternative to the U.S.-Russiaand/or Russia-1slamic World partnership
models.

Emerging Model of
PRC-U.S. Interaction

Thefirst elements of the practical implementation of thismodel are seeninthelatest changesin
the policy of Washington and Beijing, which are sounding out the possibilities of expanding bilateral
relations against the background of the growing anti-Americanism in Russiaand Arab states, aswell
asthe ever-present Sinophobiain Muslim societies.

In particular, Chinahasrecently been trying to show Americaitsindependence from Moscow in
several international issues. Dueto the tension in American-Russian rel ations, the PRC appearsto be
sounding out the U.S.” s viewpoint about bilateral rapprochement in global policy.

For example, China has recently been stepping up its cooperation with Washington’ s political
satellites on the international arena. According to some data, at the end of 2005, Israel became the
second country after the Russian Federation in terms of arms and military hardware deliveriesto the
PRC, after perceptibly downplaying the importance of the Chinese-Russian military-technical part-
nership.’? What is more, during recent months, there has been an exchange of rather friendly officia
summit visits between Chinaand such states as the Czech Republic, Poland, Lithuania, and Georgia,
well-known for their active anti-Russian foreign policies. One of the most graphic examples of this
approach by the PRC to strategic partnership with the Russian Federation isits policy in the Cauca-
sus, in particular with regard to Mikhail Saakashvili’s regimein Georgia.

In ajoint statement signed by Chinese President Hu Jintao and Georgian President Mikhail
Saakashvili, who made a visit to the PRC from 10 to 13 April, 2006, Beijing supports “Georgia' s
independence, appreciates and welcomes the efforts of the Georgian side to ensure domestic stabil -
ity and develop the national economy.”*® In this way, the PRC is officially supporting Thilisi’s
position, which is not in harmony with that of Russia. According to the said document, Beijing
considersthe problems of Abkhaziaand South Ossetia, which should be settled by means of peace-
ful negotiations “on the basis of respect for Georgia s state sovereignty and territorial integrity,” to

12 See: “lsrael uvelichvaet ob’em ‘kitaiskogo eksporta,’” 14 July, 2005, MIGnews.com. According to the reports of
Globus, diamonds.net and MIGnews archives, available at [http://www.waronline.org/forum/viewtopic.php?p=180965].

18 “Kitai vydelil Gruzii grant v 2.5 min doll. i prakticheski spisal gosdolg,” 11 April, 2006, available at [http://
www.podrobnosti.ua/power/intpol/2006/04/11/304239.html]. At the same time as Georgia, representatives of the other
side “insulted” by Moscow were also in China. At the same time in 2006, Moldovan President V. VVoronin paid a private
visit to Beijing and discussed with the Chinese leadership the prospects of exporting wine, but, of course, Moldovan, to
the PRC.
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betherepublic’ sinternal affair. The PRC is"“supporting all the efforts of the Georgian government
inthis area.”

After their talks, Mikhail Saakashvili and Hu Jintao signed a statement on the development of
friendship and cooperation between Georgia and China, but the main event was Beijing’ s essentially
complete writing off of Georgia' s debt, which amounted to more than 3 million dollars.®® The sides
agreed that Georgia should return only $400,000, and the rest of the funds would be a grant from the
Chinese government. In addition to writing off the debt, another important purpose of Mikhail Saa-
kashvili’ svisit wasto lobby theinterests of Georgian winegrowerson the PRC market. After the Russian
Federation introduced a ban on the import of Georgian wines, Georgia lost 90% of its wine export
market. Mikhail Saakashvili announced at a press conference that “he gave Prime Minister Zurab
Nogaideli instructionsto take charge of the entire wine issueinside the country, aswell asthroughout
the CIS. Thiswill be hismain task until the economic embargo on the delivery of Georgian winesto
Russiaisremoved.”®

Mikhail Saakashvili highly values “the PRC leadership’s reform policy.” But in his words,
“China has made amazing achievements in opening up to the outside world, conducting reforms,
and encouraging modernization;” Georgiais“willing to adopt the PRC’ sreform experience.” Thi-
lisi issupporting Beijing’ seffortsto ascertain Hu Jintao’ simage as“ areformer striving for an open
regime.”

In this context, it is worth noting that the heads of the U.S. and the PRC have begun communi-
cating more frequently than in the past. In particular, in 2005, George Bush and Hu Jintao met twice:
inNew Y ork (at aU.N. function) and in Beijing (during the visit of the White House “boss” to China).
In so doing, on the eve of hisreturn officia visit to the U.S. (from 18 to 21 April, 2006), Hu Jintao
tried to position himself asa“reformer.” Theimpressioniscreated that the Chinese leader-“ reformer”
presented himself to Washington as the most suitable partner (in comparison with “authoritarian”
Vladimir Putin).

During Hu Jintao’ s visit to America, the strategic dialog was reinforced between the two sides
on issues of both domestic (particularly in trade and finances) and foreign policy. The exchange of
information and mutual trust were strengthened and consent and cooperation between the sides were
expanded.’” Summing up theresults of thevisit of Hu Jintao to the U.S., Chinese Foreign Minister Li
Zhaoxing noted that this undertaking was a “ significant event.” He reminded everyone that the visit
took place “at atime when China and America had new opportunities to devel op bilateral relations.”
According to Li Zhaoxing, Hu Jintao pointed out that under the conditions of non-traditional threats
to security which the contemporary world encountered, “the range of the PRC’sand U.S."s common
interests has expanded.”

In this way, it appears that Beijing has taken several steps toward improving relations with
Washington (against the background of the increasing Russian-American strategic rivalry).

In turn, although it has a guarded approach to the actions of the PRC, the U.S. is nevertheless
reconsidering its model of global policy with aview to strengthen relations with Beijing. Asthe Chi-
nese information agencies noted, during the visit of the PRC President to America, President George
Bush confirmed the consistency of his government’ s position with respect to the Taiwaneseissue. In
particular, he said that “the U.S. adheresto the one-China policy, understands China s concern on the

14 A. Krushensky, “Kitai speshno osvaivaet SNG,” Parlamentskaia gazeta, No. 26 (1912), 21 April, 2006, available
at [http://www.pnp.ru/archive/19120142.html].

5 See: A. Gabuev, “Mikhail Saakashvili vzvalil vino na Kitai,” Kommersant, No. 65, 13 April, 2006, available at
[http://www.kommersant.ua/doc.html ?Docl D=666056& | ssuel d=30067].

16 | bidem.

7 See: Report of the PRC Foreign Ministry, President Hu Jintao Holds Talks with His U.S. Counterpart Bush, 21
April, 2006, available at [http://www.fmprc.gov.cn/eng/wjb/zzjg/bmdyzs/gjlb/3432/3435/t248217.htm].
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Taiwan question and does not hopeto see any actions by the Taiwan authoritiesto unilaterally change
the status quo across the Taiwan Straits damage Sino-U.S. relations.”

According to the reports of the U.S. State Department, Washington is reconsidering itsdiplo-
matic priorities by placing special emphasis on their Asian component. In particular, in the near
future, there are plansto reduce the number of American diplomatsin the Russian Federation to ten
people, while another 15 politicianswill be sent to the PRC. Theintensificationinthe U.S.’sAsian
strategy is also shown by President George Bush’s official visits to Mongolia, India, Pakistan,
Afghanistan, and socialist Vietnam (2006), aswell as Washington’ s actionsto sound out the possi-
bility of obtaining the status of observer in the South Asian Association of Regional Cooperation
(SAARC).

The U.S. iscompelled to pay particular attention to relations with the PRC, which could have
anegative effect on the vitally important interests of any regime in Washington, without necessar-
ily resorting in so doing (in contrast to the Russian Federation) to military methods, including a
hypothetically possible nuclear strike. What ismore, theinterdependence betweenthe U.S. and PRC
ismuch stronger than that between the U.S. and Russia. For exampl e, the factor of interdependence
in America sand China sdomestic security isbecoming stronger inleaps and bounds. The stability
of the U.S.’s national currency depends on the ways the PRC’s gold and currency reserves are
managed. Two thirds of China’ s currency reserves, which according to some data amount to ap-
proximately 700 billion dollars, are kept in American currency, and approximately half of themin
U.S. treasury bonds. In thisrespect, any hint by Beijing at achangein its currency reserves arouses
corresponding concern in Washington.

In July 2005, the PRC carried out currency reform, which led to the yuan being less dependent
onthe dollar; China snational currency gradually began to grow stronger. All the same, the re-eval-
uation rates controlled by the government are extremely insignificant. |n almost eighteen months, the
yuan to dollar exchange rate increased from 8.27 to 7.74 yuan.®® If, with respect to the above-men-
tioned, Beijing decidesto convert onethird of itsgold and currency reservesinto euros (for currency
security), under the current unstable conditions in the American economy, such a step by the PRC,
which despite pressure from the West, as well asthe WTO and IMF regulations, is keeping the ratio
of theyuanto thedollar under state control, would be a serious blow not only to the U.S. economy, but
also toitspolitical system.

Moreover, thevolumes of Chinese-American tradeturnover aredynamically increasing. Accord-
ing to the official data, the volume of bilateral trade between the two countries reached 200 billion
dollars at the end of 2004, and 211.6 billion dollars at the end of 2005.% In this way, the indices of
Chinese-American trade turnover volume are agreat deal higher than those of Russian-American and
Russian-Chinese goods exchange. At present, the U.S. isthe PRC’ s second trade partner and the PRC
isthefourth market for U.S. export (for comparison: Russiaisnot among either China’ sor America's
top five commercial partners).

In so doing, the trade balance deficit in U.S. trade with the PRC should amount to 229 billion
dollarsin 2006, which is 27 billion dollars higher than the same index of the previous year. In mid-
November 2006, talking in Beijing about the balance deficit in U.S.-PRC commercial relations, U.S.
Secretary of Commerce Carlos Gutierrez said that the solution to this question was not “in introduc-
ing restrictions on import from China, but in increasing export from the U.S.”2* Under these condi-
tions, according to the consensus reached in August 2006 between Chinese President Hu Jintao and

18 See: Report of the PRC Foreign Ministry, President Hu Jintao Holds Talkswith His U.S Counterpart Bush, 21 April, 2006.

19 See: “V Pekine otkryvaetsia kitai sko-amerikanskiy strategicheskiy dialog,” RIA Novosti, 14 December, 2006, avail-
able at [http://www.rian.ru/world/rel ations/20061214/56895816.html].

2 See: “Trade with U.S., EU Tops US$200 Bln in 2005,” Xinhua Agency, 12 January, 2006.

2L “V Pekine otkryvaetsia kitai sko-amerikanskiy strategicheskiy dialog.”
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U.S. President George Bush, since 14 December, 2006, Beijing and Washington have begun official-
ly holding a*“ Chinese-American strategic dialog” on the indicated trade and economic and financia
issues.?

It seemsthat the high level of interdependence between the U.S. and PRC will not allow Wash-
ington to engagein sharp criticism of Beijing. Inthisrespect, it isworth noting that in the pressrel eas-
es of the Chinese-American talks, “Washington positively assesses China’ s shifts” inissues relating
to “openness of the market” and “protection of intellectual property,” while the Russian Federation
was asked these questions point blank during the talks on its membership in WTO, and the Russian
authorities were accused of |eaning toward authoritarianism.

Onthewholeg, it should be presumed that today the U.S.-Russia-Chinatriangle of relationsmostly
serves China’s interests, partially compensating for the failure of Moscow’s policy in the westerly
direction. In so doing, America s main attention is focused on the prospects of cooperation with Bei-
jing, while the Russian factor is considered less significant and has a long-term downward trend, in
particular taking into account the exhaustion of energy resources.

Russia spositionisalso complicated by thefact that the main factor within the framework of the
mentioned “triangle” are U.S.-Chinainterrelations; Russiahaslittleleverage on thetiesbetween these
two giants.

Moscow’ sattemptsto intensify the strategic Russia-Chinadialog (in particul ar, with the hel p of
the SCO) are not as successful as Russia would like them to be. Within the framework of the SCO,
China’ srepresentatives are repeatedly emphasizing that the economic trade potential of their country
isagreat deal higher than that of all the other states put together, thus putting Russiaon the samelevel
asthe organization’ s other member states. In thisrespect, it can be presumed that Beijing regards the
Chinatall therest formulaasthe main model of cooperation within the SCO, whilethe China-Russiat+the
rest triad occupies a secondary position. Nevertheless, by taking advantage of the current euphoria
aroused by “Russia’ srevival as agreat power,” Beijing istrying to gain the maximum benefit from
the above-mentioned current model of U.S.-Russia opposition.

Furthermore, at the current stage, Moscow does not manage to compensate for the complica-
tionsininterrelationswith the U.S. by strengthening partnership with the key European states. Today,
Russian-European relations are characterized by a certain cooling off due to the gas dispute, as well
asthe circumstancesinvolving Belarus, Ukraine, and Georgia. In addition to this, on Europe’s polit-
ical arena, the positions of the leaders who sympathize with President Vladimir Putin are becoming
much weaker: for example, Gerhard Schroeder and Silvio Berlusconi, who were openly benevolent
toward partnership with their Russian colleague (despitethe strong pressure from public opinion), have
|eft the stage. Romano Prodi and AngelaMerkel have cometo power in Rome and Berlin, respective-
ly, who stress the differences between their foreign policy line and the policy of their predecessors,
which has also had an effect on relations with Russia. What is more, the political position of Jacques
Chirac, a European leader who supported the Russian side on the European political arena and who
does not hide his own Gaullist anti-American sentiments, has become much weaker.

The aforesaid trends make it possible to forecast that, in the future, the Russian Federation will
be interested in strengthening trusting interrelations with ally countries within the CIS and Islamic
world. In particular, Russiais patently interested in retaining alliance rel ations with Uzbekistan, which
is carrying out aforeign policy independent of the U.S. and its satellites.

2 | bidem.
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sis known, Central Asiais an important
strategic element of theU.S.” sforeign pol-
icy. It isinteresting both from the energy

perspective and in the context of Washington’ sex-
panding geopolitical influence in the region.

Today, the U.S." skey objectivesin Central
Asiaareasfollows:

m First, establishment of dominant posi-

tions in Central Asia. The Washington
administration is striving to assert its
dominancein Central Asiaby playingon
the contradictions between the countries
in the region, on the one hand, and Rus-
siaand China, ontheother. U.S. interests
would be best served by the following
scenario: The maximum possible weak-
ening of Russia and maintaining a bal-
ance of forces between the Central Asian
stateswithout any one of them playing a
dominant role. Thisisalong-term prior-
ity. Military-political rapprochement
with one or several Central Asian coun-
triesis essential for the implementation
of U.S. plans.

Second, broader accessto Central Asia’'s
energy resourcesisone of themost pow-
erful incentives for the U.S."s foreign
policy. Inthiscontext, U.S. military pres-
encein Afghanistanincreasesthe chanc-
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es of the successful implementation of
U.S. lobbied south- and west-bound pipe-
line projectsin Central Asia.

m Third, advancement of Western demo-
cratic ideals and values is an important
U.S. priority in Central Asia, as, inciden-
tally, in other parts of theworld. Itisan
open secret that the U.S.’s apparently
democratic slogans oftentimes serveasa
cover for rather pragmatic goal's, specif-
ically, increasing other countries’ loyal-
ty to U.S. foreign policy that often does
not conform to the rules of international
law and looks openly aggressive. Thisin-
terestisusual ly secured by financing var-
ious nongovernmental organizationsand
media outlets on the part of American
private and state foundations. Consider:
On 1 March, 2006, a House subcommit-
tee endorsed a Central Asian Democra-
cy Act, under which $188 million was
earmarked for support of democracy in
all five Central Asian statesin 2006 and
following years.

m Thus, U.S interestsin Central Asia can
be subdivided into three main groups—

1 See: “Kongressmeny podderzhali ‘ Akt o demokratii
v Tsentral’noi Azii,”” available at [http://sngnews.ru/ar-
chive/2006/03/01/2409.html].
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military-political, economic, and ideo- increasing role that the fight against in-
logical, which are achieved by expand- ternational terrorism plays in Washing-
ing contactswith the Central Asian states ton’sforeign policy. Asaresult, thisas-
inall spheres. Military-political cooper- pect of U.S. relationswith other countries
ationisoneof themain priority areasfor hasamost profound impact on thetrans-
the United States, which is due to the formation of global political processes.

Astana and Washington:
Motives

Today, military-political cooperation is an important aspect of bilateral Kazakh-U.S. rela-
tions. It isnoteworthy that compared with other Central Asian countries, Kazakhstan playsalead-
ing role in military-political cooperation with the United States. What is the reason for such a
high level of relations between the two countries in this area? It seems that there are several ob-
jective reasons.

m First, the character of Kazakhstan'sforeign policy. Ever sinceit gained independence, Ka-
zakhstan has been following abalanced foreign policy course, asbefitsayoung, peace-loving
state. Officially, this courseisknown as“multi-vector policy.” The multi-vector policy of
good-neighborly relations with all states has been a major factor in Kazakhstan's peaceful
development for the past 15 years after the breakup of the Soviet Union. Asaresult, today,
Kazakhstan isthe only statein Central Asiathat has managed to settleterritorial issueswith
its neighbors along the entire perimeter of itsborders. Asfar asthe U.S. is concerned, here
Kazakhstan adheres to the same principles, promoting partnership and friendly relations.
Theserelations are always based on mutual interest. Furthermore, Kazakhstan stays out of
any regional military-political associations or blocs designed to resist the “West” or the
“East,” which also is conducive to the successful development of bilateral relations. As-
tana’ scommitment to the multi-vector policy wasreaffirmed by Kazakhstan President Nur-
sultan Nazarbaev on 11 January, 2007 in Astana. Thus, presenting the country’s new for-
eignminister, Marat Tazhin, hesaidin part: “Weareastate that isat the center of the Eurasian
continent. Our goal isamulti-vector policy, taking into account our country’ sinterests, both
economic and political.”?

m Second, Kazakhstan isthe most stable state in Central Asia, both economically and politi-
cally. Until recently, Uzbekistan had been the U.S."s principal ally in the region, but the
Andijan events (May 2005) changed the situation drastically. From Washington’s closest
ally, Uzbekistan is turning into little short of arogue state in the Western eyes, the most
authoritarian regime in Central Asia. The apparently good relationship was irreparably
spoiled by the U.S. criticism of |. Karimov’ s regime following the ruthless suppression of
the popular uprising in Andijan and blatant violations of human rights. After the Andijan
events, the relations between Uzbekistan and the United States took a turn for the worse.
Asaresult, Tashkent made aU-turninitsforeign policy, setting the course for arapproche-
ment with Moscow, leading, in particular, to the signing of the Treaty on Allied Relations
between Uzbekistan and Russiain November 2005. The treaty marked the start of the Uz-

2 “Kazakhstan sokhranit mnogovektornost’ vo vneshnei politike,” 11 January, 2007, available at [http://
www.interfax.kz/?lang=rus&int_id=10& function=view& news_id=1740].

53

+



+

No. 2(44), 2007 CENTRAL ASIA AND THE CAUCASUS

bek-Russian rapprochement and Uzbekistan’ sinvolvement in Russia-initiated integration
processes in Central Asia. In this context, following yet another geopolitical realignment
of forcesin Central Asia, Kazakhstan has become the most acceptabl e partner to the United
Statesin the region.

m Third, Kazakhstan’s geographic location at the center of Eurasia. The United States knows
that stability in Kazakhstan is crucial to stability in the entire Central Asian region. In this
connection, astable Kazakhstan isan important partner in fighting drug trafficking and inter-
national terrorism. On the other hand, the United Statesis interested in developing relations
with Kazakhstan in the military-political areato prevent the strengthening of regional pow-
ers, in particular Russiaand China, in Central Asia. The development of relations with Ka-
zakhstan, on a par with Russiaand China, will enable the United Statesto maintain its polit-
ical presence in the region and as a result, influence the subsequent course of political and
economic processesin Central Asia. For its part, Kazakhstan gives high priority to developing
itsrelations with the United States al ongside those with Russiaand China, because Astanais
not interested to see an excessive strengthening of any one country in the region, which is
bound to disturb the geopolitical balance of forces and possibly increase Central Asia’ s po-
tential for conflict.

The aforementioned reasons are major factors in the development of Kazakh-U.S. relationsin
the military-political sphere. It isalso important to note here that the devel opment of relationsin this
arearesponds to the interests of both the United States and K azakhstan, while the deepening of mil-
itary-political cooperation between the two countries cannot be seen as the strengthening of U.S. in-
fluence on Kazakhstan.

Kazakhstan and the United States started giving higher priority to their military-political coop-
eration, as well as cooperation in the security area, almost as soon as hilateral contacts were estab-
lished. At the sametime, it isimportant to note that the U.S.’ s declaration of aglobal war on interna-
tional terrorism was a major stimulating factor in advancing relations between the two countries in
thissphere. Inthewake of the 9/11 events, Kazakhstan strongly condemned the attacks and supported
the U.S. antiterrorist operation in Afghanistan. In particular, the Kazakhstan Foreign Ministry, in a
statement dated 11 September, 2001, said that “ Kazakhstan decisively condemnstheterrorist and bar-
barous actsthat were perpetrated inthelargest U.S. cities, leading to aheavy loss of life, and express-
esitsreadinessto provide any possible assistance and support to the United States of Americain over-
coming the effects of the tragedy, aswell asits readiness for further joint measures to counter terror-
isminall of itsmanifestationsand practices.” * By way of support for the U.S. antiterrorist operation
in Afghanistan, Kazakhstan provided an air corridor for aircraft within the framework of Operation
Enduring Freedom.

In 2003, Kazakhstan became the only Central Asian state to send a military contingent to
Irag as part of aninternational coalition. A Kazakhstan engineer battalion (Kazbat) is performing
a peacekeeping mission in Iraq as part of a coalition force. Kazbat has since neutralized or de-
stroyed more than 4 million explosive devices. Kazakhstan's assistancein Irag is especially val-
uable in light of the recent escalation of inter-confessional violence and the country’s ongoing
political instability.

Thus, Kazakhstan’ s support for the U.S.-led global war on terror had a substantial impact on the
further development of Kazakh-U.S. military-political cooperation.

3 Zaiavlenie Ministerstva inostrannykh del Respubliki Kazakhstan v sviazi s teraktami v SShA 11 sentiabria 2001 g.,
Official website of the Kazakhstan Foreign Ministry, available at [http://www.mfa.kz/rus/PHP/
article.php?article=1& selected=44].
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Military-Technical
Cooper ation

The signing of afive-year military cooperation plan (in 2003) became the most important event
in Kazakh-U.S. military-political relations. It is noteworthy that Kazakhstan became the only post-
Soviet country to have signed such adocument with the United States, which a so pointsto expanding
contacts in the military sphere. The five-year plan laid the groundwork for military cooperation be-
tween Kazakhstan and the United States. It encompasses such areas of interaction as countering inter-
national terror, peacekeeping operations, strengthening the capability of the Kazakhstan Air Force,
development of military infrastructurein the Caspian region, devel opment of naval forces, creation of
amilitary institute of foreign languages, and so on.

Under thefive-year military cooperation plan, the U.S. launched two programsin Kazakhstan—
Foreign Military Financing and International Military Education and Training.

Apart fromfinancial support, this plan providesasound foundation for military-technical coop-
eration. The practical effectiveness of thisdocument isdemonstrated by theintensification of bilater-
al contactsin this areain the past few years.

In accordance with the plan, the U.S. is going to deliver to Kazakhstan Huey-2 helicopters to
perform counter-terrorism missionsin the Caspian region and C-130 military transport aircraft, aswell
asawarship with the displacement of up to 1,000 tonsfor the Kazakhstan Navy and Hummer off-road
vehiclesinthree (combat, medevac, and transport) modificationsfor the Kazakhstan Air Mobile Forces
and for the Kazbat peacekeeping battalion. Thus, on 1 July, 2005, Kazakhstan received 27 Hummer
vehicles.

In November 2005, a technical service center, Asia Hummer, was opened in Kazakhstan. The
center provides technical maintenance and repair services for Hummer vehicles. Then, from 31 Jan-
uary through 2 February, 2006, S. Thomas, AM General Corp. international marketing director, vis-
ited Almaty to discuss prospects for Kazakh-U.S. military-technical cooperation. In March 2006, a
team of Hummer service and maintenance specialistsfrom the Arizona Army National Guard arrived
in Kazakhstan to conduct practical classes with personnel at the Asia Hummer personnel and Kazbat
mechanists. Kazakhstan personnel training is part of a multi-level training program for specialists
servicing and operating Hummer vehicles.

Onthewhole, Kazakh-U.S. military-technical cooperationisdesigned to bring Kazakhstan peace-
keeping unitsin line with NATO standards for joint antiterror operationsin Central Asia.

Kazakh-U.S.
Military-Political Cooperation
within NATO

Partnership within NATO is an important component of Kazakhstan’s military-political coop-
eration with the U.S. The character of thiscooperation isacquiring aspecial dynamism. Today, meet-
ingsat thelevel of defense ministersand deputy defense ministerson various aspects of military-political
cooperation are becoming aregular feature of interaction with NATO.

Kazakhstan' scooperation with NATO proceedswithin theframework of the Partnership for Peace
program and through participation in the Euro-Atlantic Partnership Council (EAPC).

Kazakhstan's participation in the EAPC is designed to maintain dialog with NATO member
countries on key international security issues. Kazakhstan is also involved in the EAPC’ s Planning
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and Review Process program (PARP) that aims to assist and facilitate Kazakhstan military reform,
specifically in planning and personnel training for peacekeeping operations, aswell asto ensure prompt
and effective interaction between the Kazakhstan Armed Forces and the U.S.

There are three stages of cooperation under the PARP program, whose ultimate objectiveisfor
PARP member countriesto conduct joint operationswhichNATO. Stage 1 isconcerned with the general
training of NATO partner countries’ armed forces, including language training and the study of prin-
ciples underlying NATO military and staff activities. Stage 2 covers practical aspects of interaction
with NATO armed forcesin the interest of conducting joint military exercises and peacekeeping op-
erations. Stage 3 providesfor direct training and preparation of combat formations of NATO partner
countries for participation in joint peacekeeping operations beyond the areas of NATO's direct re-
sponsibility. In this connection, Kazakhstan’ sinterest in this program was related to the fact that the
PARPisaninitial stage of adaptation to NATO military standards.*

Participation in the Partnership for Peace program enables Kazakhstan to interact with NATO
along the following lines:

civil emergency response;

crisis management;

democratic control of the armed forces and defense structures;

defense policy and strategy; and
m military exercises and military training.

TheU.S.’sinterest ininvolving post-Soviet statesin cooperation withinthe NATO framework
consistsin establishing and expanding military-political contacts. From ageopolitical perspective,
getting the Central Asian statesinvolved in cooperation with North Atlantic structures enables the
U.S. to create an alternative in the region to theinitiatives of Moscow and Beijing that also seek to
intensify military-political cooperation with countriesin the region and strengthen their own geos-
trategic positions in Central Asia. Furthermore, the U.S. is seriously concerned not only by Rus-
sia’ sor China sunilateral actionsin Central Asiabut also by joint actions of the two regional pow-
ers within the Shanghai Cooperation Organization (SCO). The U.S. regards this cooperation be-
tween Russia and China, as well as the involvement of the Central Asian countriesin regional in-
tegration programs, as formation of an anti-Western “Eastern alliance” designed to offer effective
collectiveresistance to the expansion of U.S. influencein Central Asia. Inthiscontext, the Partner-
ship for Peace program, launched on U.S. initiative following the disintegration of the U.S.S.R.,
performsthe function of acounterweight to Russian and Chinese influence that these two countries
are attempting to expand both unilaterally and by enhancing the role of regional organizationsin
the security sphere.

Therefore, today the development of Kazakh-U.S. relations within the NATO framework isin-
dicativein so far as Washington is attempting to strengthen itsinfluence in Central Asiathrough var-
iousinitiatives. A casein point isthe intensification of Kazakh-U.S. contacts within NATO over the
past few years.

Thus, in 2003 and 2004, a number of high ranking NATO officials visited Kazakhstan, in par-
ticular, Assistant Secretary General for Political Affairs Mr. Glnther Altenburg, NATO Assistant
Secretary General for Public Diplomacy Jean Fournet, director of NATO Euro-Atlantic Integration &
Partnership Directorate Jaroslaw Skonieczka, director of NATO Defense Policy and Force Planning
Directorate Frank Boland, Assistant to the NATO International Staff Head Maj. Gen. Federico Janiz,

4 See: NATO i Tsentral’naia Azia: regional’ naia i natsional’ naia bezopasnost’ i strategicheskoe partnertsvo, Almaty,
2003, p. 165.
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and others. During these visits, prospects for Kazakhstan-NATO partnership were discussed and the
results of cooperation assessed.

In October 2004, NATO Secretary General Jaap de Hoop Scheffer met with Kazakhstan Presi-
dent N. Nazarbaev in Almaty. The two sides agreed to pool their effortsin fighting terrorism, extrem-
ism, drug trafficking, and arms smuggling, thus laying the foundation for joint activitiesin the future
as part of the Individual Partnership Action Plan (IPAP) between NATO and Kazakhstan.

There are active inter-parliamentary contacts between Kazakhstan and NATO. Thus, in 2004,
the Kazakhstan parliament received the status of a permanent observer at the NATO Parliamentary
Assembly, which facilitates the devel opment of Kazakhstan's political dialog with the NATO mem-
ber countries. Kazakhstan parliamentary delegations regularly participate in NATO PA sessions. In
March 2005, Kazakhstan was visited by aNATO PA delegation, led by Michael Clapham, chairman
of the Committee on the Civil Dimension of Security.

There have been anumber of bilateral meetingsat thelevel of defense ministersand deputy defense
ministers. In January 2005, Kazakhstan Deputy Defense Minister B. Sembinov visited the NATO
headquartersin Brusselswhere he had meetingswith NATO leadership, including Ambassador Rob-
ert Simmons, NATO Secretary General’ s Special Representative for the Caucasus and Central Asia,
and heads of U.S. diplomatic missions. In the city of Oberammergau, the Kazakhstan official made a
report on Kazakhstan's proposal's and initiatives designed to improve the Partnership for Peace pro-
gram at an annual partnership planning symposium at the NATO center, presenting K azakhstan' sview
of prospects for NATO'’s cooperation with the Central Asian states. B. Sembinov also assessed the
results of the work and set new tasks to the Kazakhstan Military Mission to NATO on further coop-
eration within the NATO+1 format.> In September 2005, B. Sembinov made another visit to NATO
headquarters.

Return visits by R. Simmons to Kazakhstan took place in March and October 2005. In the
course of his October visit, R. Simmons met with Kazakhstan Defense Minister M. Altynbaev,
discussing international and regional security, the status and prospects for Kazakhstan’ s cooper-
ation with NATO in the defense sphere, and the outlook for reform and modernization of the
Kazakhstan Armed Forces, among other things. The NATO del egation al so visited atraining center
of the Kazakhstan Air-Mobile Forcesin lliysk, the base of Kazbat, the Kazakhstan peacekeeping
battalion, an important element of the PARP program within the framework of the Partnership
for Peace program.

In December 2005, K. Tokaev, former Kazakhstan foreign minister, visited NATO HQ in Brus-
sels. During hisvisit, K. Tokaev participated in asession of the Euro-Atlantic Partnership Council at
the level of foreign ministers where he spoke on behalf of the Central Asian states.

In January 2006, a Kazakhstan del egation, led by K azakhstan Deputy Defense Minister B. Sem-
binov, visited NATO HQ in Brussels. During the visit, a session of the NATO-Kazakhstan steer-
ing committee took place under the chairmanship of R. Simmons. The main outcome of the visit
was consideration and final preparation of the Individual Partnership Action Plan (IPAP), which
was adopted on 31 January, 2006. It is essential to note that the |PAP takes cooperation between
Kazakhstan and NATO to aqualitatively new level. The main goal of this plan is cooperation in
regional and international security. The document defines priority areas of Kazakhstan’ sinterac-
tion with the North Atlantic Treaty Organization, such as strengthening regional and internation-
al security, reform and moderni zation of the Kazakhstan Armed Forces, improving interoperabil -
ity between the Kazakhstan Armed Forces and the NATO forces, and advancement of partner-
shipin military education and training, science, fighting international terror, and countering drug
trafficking.

5 See the officia website of the Republic of Kazakhstan Defense Ministry [www.mod.kz].
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As can be seen, Kazakh-U.S. cooperation within the framework of various NATO programsis
asdynamic asbilateral military-political cooperation. It is noteworthy that the trend toward intensifi-
cation of such contactsisadvantageousfor both sidesin sofar asit steadily upgradesthelevel of mutual
trust between Kazakhstan and the United States.

Cooper ation
in Military Education and Training

Within the framework of Kazakh-U.S. military-political cooperation, the sides also attach con-
siderabl e attention to advancing their contactsin the sphere of military education and training. Today,
Kazakh-U.S. cooperationin military education and training hasthefollowing key priorities: exchange
of experience between training establishmentsin the two countries, training programsto improve the
skills of military personnel, joint training exercises and methodological activities, and improving the
qualifications of military faculty in the two countries.

To meet these priorities, anumber of programsto train Kazakhstan military personnel at leading
U.S. military colleges were launched.

Thus, since 2002, Kazakhstan military servicemen have been trained at such U.S. establishments
as National Defense University, the Command and Staff College, the West Point Military Academy,
and others. Thesetraining programsarefunded by the U.S. under the International Military Education
and Training program. By now, over 250 Kazakhstan servicemen have received training under the
IMET program in the United States.

In 2005, with assistance from the U.S., the Military Institute of Foreign Languages was estab-
lished in Almaty. The institute provides foreign language training not only to Kazakhstan military
personnel, but also to personnel from other Central Asian states.

Joint Exercises

Joint exercises are a good indication of the level of military cooperation between Kazakhstan
and the United States. It is important to note that such military exercises with the participation of
Kazakhstan and U.S. military units are conducted on aregular basis.

Since 2003, Steppe Eagle military exercises have taken place in Kazakhstan every year. Their
main goal isto achieveinteroperability between Kazakhstan and NATO armed forces. Thus, in Sep-
tember 2005, an international military exercise, Steppe Eagle 2005, was conducted at the Iliysk train-
ing center with the participation of Kazakhstan Air-Mobile Forces and Kazbat, on the one hand, and
NATOunitsfromthe U.K., ontheother. The United States only participated in the exercisein observ-
er capacity.

Last September, the Steppe Eagle 2006 exercise took place, in which U.S. military units partic-
ipated for the first time, together with U.K. and Kazakhstan servicemen.

Alongside exercises within the NATO framework, there are also exercises solely with the par-
ticipation of Kazakhstan and U.S. military units. For example, in March 2005, the Balance-Zhardem
2005 exercise was conducted in Kazakhstan. The main priority in such exercises is to enhance the
quality of interaction between special Kazakhstan and U.S. unitsin countering the threat of interna-
tional terrorism.

Generally, the principal tasks of such exercises are asfollows:
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m improving teamwork and coordination in performing specific missions and achieving inter-
operability;

m upgrading fieldcraft and language skills of multinational force personnel;

m improving the practical skills of commanders and staffs in exercising command and control
of troops and in organizing interaction between units of the Kazakhstan Armed Forces and
the armed forces of other states.®

To the U.S., the importance of military exercises with post-Soviet countries is based on the
following assumptions. It is possible that in the future, should regional conflicts erupt in Central
Asiaor inthe Caucasus, the United States plansto play an activerolein resolving themwith NATO
mechanisms. These plans can be fulfilled by involving NATO partner countries in peacekeeping
operations. By participating in such military exercises, the U.S. receives an opportunity to rehearse
the conduct of joint military operations with Central Asian countries, thus competing with Russian
initiatives within the CSTO framework, which in turn responds to Washington’s interests in Cen-
tral Asia

Outlook for Kazakh-U.S.
Military-Political Cooperation

During the recent period of military-political cooperation between Kazakhstan and the United
States, afoundation was laid for furthering and expanding partnership in this area. In particular, the
two sides, signed a number of bilateral treaties and a five-year military cooperation plan, subject to
prolongation. In the past few years, there have been regular meetings between the Kazakhstan and
U.S. defense ministersand deputy defense ministers. Thereissufficient evidenceto suggest that Kazakh-
U.S. relations in this sphere have acquired new dynamism.

It is also important to underline that Kazakh-U.S. cooperation as awholeis picking up pace as
the United Statesis showing an increasing interest in Kazakhstan asaregional leader. Inthe military-
political aspect of relations, thismanifestsitself in that the U.S. sideis attempting to give many of the
bilateral cooperation projects a regional status. For example, it is planned in the future to grant the
Military Institute of Foreign Languagesthe status of aregional institute. The AsiaHummer technical
service center isalso expected to receive such astatus. Giventhat U.S. officialsareincreasingly refer-
ring to Kazakhstan asaregional leader,” it can be assumed that such projects within the framework of
Kazakh-U.S. cooperation are designed to expand the U.S.’s contacts also with other Central Asian
countries via Kazakhstan.

Also, following Kazakhstan' s abandonment of nuclear weapons and implementation of initia-
tivesto create anuclear-freeareain Central Asia, the United Statesrecognized Kazakhstan asaleader
in nuclear nonproliferation. Thus, according to R. Gottemoeller, former deputy administrator, Office
of Defense Nuclear Nonproliferation, Kazakhstanisaleader in WMD nonproliferation.?2 Kazakhstan's
nonproliferationinitiativeswere also highly appraised by former U.S. Secretary of Defense D. Rums-
feld. Inthe course of hisvisit to Kazakhstan in February 2006, he underlined the importance of Ka-

5 See the official website of the Republic of Kazakhstan Defense Ministry [www.mod.kz].

7 See: U.S Policy in Central Asia: Balancing Priorities. Statement of Richard A. Boucher, Assistant Secretary for
South and Central Asian Affairs to the House International Relations Committee, Official website of the U.S. Department
of State, available at [http://www.state.gov/p/scalrls/rm/2006/65292.htm].

8 See: “Sovremennye kazakhstansko-amerikanskie otnoshenia: mnenie eksperta SShA,” available at [http:/
www.inform.kz/newsite/index.php?ang=rus& sel ect=archive& section=kazinform& y=2006& m=06& d=17#155031].
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zakhstan' s negotiations with the Central Asian countries on the creation of a nuclear free zone and
ensuring regional security.

Asfor problems of bilateral military-political cooperation, it is important to note that prob-
lems here are, rather, latent and indirect. For example, from every indication, the United States, by
strengthening its military-political cooperation with Kazakhstan, is striving to weaken Russia’'s
military presencein Central Asiasince from ageopolitical perspective, Kazakhstanisakey statein
ensuring regional security. In thiscontext, it isimportant for Washington to develop relationswith
Astana to enhance its own political role in Central Asia, while at the same time weakening the
positions of Russiaand China. ThisU.S. striving has a negative impact on the development of both
Russian-U.S. relations and U.S.-Chinese rel ations, which in turn aggravates the geopolitical situa-
tion in the Central Asian region.

Furthermore, Kazakhstan’s excessive rapprochement with the United States in the sphere of
military-political cooperation could provoke an undesirable reaction from Russia, which could in
turn impair the development of relations between Astana and Moscow. For example, R. Cheney’s
visit to Kazakhstan in May 2006 could have produced anegative effect. Thefact isthat before coming
to Astana, R. Cheney had visited Vilnius where he had made a number of critical comments with
respect to Russia’ sdemocratic development and its human rightsrecord. That statement clearly had
a negative impact on Russian-U.S. bilateral relations. At the same time, the U.S. vice president’s
subsequent visit to Kazakhstan and the signing of a number of bilateral cooperation agreementsin
the energy and defense sphere could arouse Moscow’ s concerns that Astanais building arapproche-
ment with the United States at the expense of Russia. Asfor Kazakhstan, such negativetrends, which
can enhance the region’s potential for conflict, are not in its political interests since Astana, in rela-
tionswithits partners, followsabal anced policy without emphasizing rapprochement with one power
at theexpense of relationswith other states. Thus, commenting on Kazakh-U.S. relations, Marat Tazhin,
former secretary of the Security Council of the Republic of Kazakhstan and currently Kazakhstan foreign
minister, stressed that “military-technical cooperation between Kazakhstan and U.S. special services
does not eliminate our cooperation with Russia. Kazakhstan isareliable strategic partner of the Unit-
ed States, Russiaand China alike.”®

Kazakhstan’ s commitment to amulti-vector policy, apolicy of maintaining abalance of forc-
esin Central Asiaisalso evident from arecent state of the nation address by Kazakhstan President
N. Nazarbaev on the strategy of making Kazakhstan one of the 50 M ost Competitive Countries of the
World. The Kazakhstan head of state noted in part: “We should strengthen cooperation with the Cen-
tral Asian statesin standing up to these challenges, including through participation in joint exercises
within the framework of the CSTO and the SCO, aswell asinjoint antiterrorist operations and initi-
ativeswith NATO.”%° Therefore, it is clear that Kazakhstan applies the same principles with respect
to security and military-political cooperation, including initsrelationswith the United States, Russia
and China. It appearsthat thiscourseiscrucial to Kazakhstan’ s successesin upholding and advancing
theregional security system.

Another problem that is mentioned by some expertsisthe sheer fact that Kazakhstan cooperates
with the United Statesin the military-political sphere. In particular, thereisaview that Kazakh-U.S.
military-technical cooperation can lead to the deployment of U.S. military unitsin Kazakhstan.! Itis
difficult, however, to agree with this view for the following reasons:

9“My ne sobiraemsia druzhit’ s kem-to protiv kogo-to,” available at [http://www.apn.kz/opiniong/article6220.htm].

10 Poslanie Prezidenta RK N.A. Nazarbaeva “ Srategia vkhozhdeniia Kazakhstana v chislo 50-ti naibolee konkurent-
osposobnykh stran mira: prioritety i puti ikh realizatsii,” Kazakhstan Institute for Strategic Studies under the President of
the Republic of Kazakhstan, Almaty, 2006, p. 29.

1 Seer O. Sidorov, “Oboronny Sovet vedomstv SShA i RK: komu chto vygodno,” available at [http://www.gazeta.kz/
art.asp?aid=64756].
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m First, the deployment of U.S. military units or military bases (or those of any other state) in
Kazakhstan is impossible because this does not correspond to Kazakhstan's interests or its
multi-vector policy. Asmentioned earlier, Kazakhstan is striving to cooperatein all spheres,
including the military-political sphere, with all statesto an equal degree, which enablesit to
maintain a geopolitical balance of forcesin Central Asia, and facilitate the achievement of
regional stability asawhole.

m Second, in the course of the July 2005 Summit of the Shanghai Cooperation Organization, in
Astana, the SCO member countries openly stated their position with respect to U.S. military
presence in Central Asia, which was dictated by the common interests of the organization’s
members. The outcome of the SCO 2005 Summit showed the international community in
general and the United States in particular that the Central Asian countries do not need U.S.
military basesif they are not obviously necessary. Today, the only exception to that isKyr-
gyzstan where a U.S. air base is deployed at Manas airport. Yet it seems that Kyrgyz-U.S.
military cooperation is dominated—at least in so far as Bishkek is concerned—by financial
rather than political considerations.

Summing up the existing problemsand achievements of Kazakh-U.S. military cooperation, there
isgood reason to say that today the number of achievements far outweighs the number of problems.
Military contacts between Washington and Astanaare developing in apositivekey, asisevident from
statements made by the countries’ |eaders, among other things. Thus, during N. Nazarbaev’ s visit to
Washington in late September 2006, the sides signed ajoint Kazakh-U.S. statement highlighting the
principal areasof bilateral cooperation between Kazakhstan and the United States, also reiterating their
commitment to further advancing regional and global security. George W. Bush and N. Nazarbaev
reaffirmed their adherence to their common vision of stability, prosperity and democratic reform in
Central Asiaand outside by increasing dynamic and diverse partnership and facilitating the achieve-
ment of common global and regional goals. In particular, the statement said that the two sides will
strive to deepen their cooperation in strengthening regional security, economic integration, and the
reconstruction of Afghanistan and Irag.

Special priority isgiven to cooperation infighting terrorism. In particular, the statement noted that
Kazakhstan and the United Statesarereliable partnersin theinternationa war onterror; the United States
is grateful to Kazakhstan for its immutable commitment to strengthening stability in Afghanistan and
Iraq; [we] are committed to further strengthening the excellent level of cooperation that hasalready been
achieved between our countries and reaffirm our resolveto strengthen our close cooperation in thefight
against international terrorism and trafficking in drugs, human beings, and dangerous weapons.*?

Thisdocument, therefore, clearly reflectsthe sides’ striving to continue productive military coop-
eration in which both sides pursue their own interests—consolidation of geopolitical positionsin Cen-
tral Asia and access to the region’s energy resources (United States) and access to advanced military
technology and the possihility of actively participating in regional geopolitical processes (Kazakhstan).
Kazakhstan is Washington's sole stable strategic partner in Central Asiaasthe republic’srolein U.S.
foreign policy strategy is steadily growing. Nevertheless, it seems premature and unjustified to make
hasty conclusions about an abrupt tilt in the republic’ s foreign policy course toward the West. The spe-
cificsand dynamicsof Central Asian geopoliticsimpose certain conditionson the countriesintheregion
with respect to building their foreign policy, in which there is no room for any “biases’ or “zigzags.”

12 See: Kazakhstansko-amerikanskoe sovmestnoe zaiavlenie, Washington, 29 sentiabria 2006, available at [http://
www.akorda.kz/page.php?page_id=91&lang=1&article id=1614].

61

+



+

No. 2(44), 2007 CENTRAL ASIA AND THE CAUCASUS

TAJIKISTAN AND
REGIONAL INTEGRATION IN CENTRAL ASIA

Rashid ABDULLO

Independent political science analyst
(Dushanbe, Tajikistan)

1

he idea of an independent integrated Central Asian expanse was born when perestroika in the
T Soviet Unionwasonitslast legs. There wasthe strong feeling that the crisis of Soviet statehood

gave rise to numerous and multiplying challenges that needed to be opposed by all means. For
thefirst timeintheir Soviet history thelocal republicswere confronted with avery real need to act on
their own to cope with the problems created by the Union center’ s loss of ideological, political, and
administrative competence.

In the past, the Central Asian republics developed under Moscow’ s supervision; the center-in-
itiated perestroikareformsled to abreakdown in economic ties between the region and Moscow. The
Central Asian republics found themselvesin aquandary; they gradually became convinced that they
had reached the point of no return. Under these conditions, the local political elitestried to compen-
sate for the lost economic ties with the center by establishing contacts among themselves. It was tac-
itly accepted that they would stay within the Soviet Union, while the Union itself would transform
(without dropping its Soviet nature) from aunitary into agenuinely federal state (which meant it would
acquire the form it should have had from the very beginning). As distinct from the Baltic and some
other republics, neither the political community, nor theruling circles, nor society inthe Central Asian
republics asawholewanted any other arrangement prior to August 1991, which brought new political
forces to power in Russia. The frantic efforts of the Central Asian republics at the late stage of per-
estroika to organize regional integration fell through.

The Soviet Union collapsed when the Soviet government was liquidated; the Central Asian repub-
lics, one after another, declared themsel vesindependent states. Thiswasdonein ahurry under the pres-
sure of fear that thenew rulersin Moscow would try to restore pre-Soviet, al beit modernized, order across
the still Soviet expanse. After beginning to fill their theoretical independence with real content in 1990
by declaring their national sovereignties within the U.S.S.R., they found this prospect distasteful.

Together with the Soviet Union’ sdisintegration, theregion fell apart into smaller units—the newly
independent states—causing even worse hardships for the man in the street than the last period of
perestroika. The disappearance of the unified state came as a shock—political, social, economic, hu-
manitarian and, not least of all, psychological. No wonder afairly large share of the local population
still looks at restoring a more or less integrated regional expanse as one of the remedies.

At theturn of the 21st century, the development of new realitiesin Central Asiareceived anew
impetus. In the wake of 9/11, the United States and its Western allies increased and confirmed their
political, financial, economic, military, and information presence in the region in the course of the
anti-Taliban military operation. This ended Russia s nearly 150-year-long monopoly in the region,
urged China, Iran, and other countriesto step in, and intensified post-Soviet rivalry among the world
powers. The flow of drugsthat crossesthe region amazed no one: the war against the Taliban sent up
drug production in Afghanistan. The repeated attempts to involve the region in globalist projects of
all sorts and hues are another everyday reality.
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This serves the background for a new dimension of the old idea of an integrated Central Asian
expanse. Someforcesregard it asasine quanon for protecting the region against the negative results
of the processes unfol ding asadirect outcome of the circumstances and events mentioned above. Others,
separated from Central Asia by thousands of kilometers, ook at integration as a means of protecting
their regions and states against the negative devel opmentsin the region.

2

At thispoint we should ask oursel veswhether therearerea prerequisitesfor anew integrated regional
expanse. Those who favor the earliest possible Central Asian integration believe that the conditions
absolutely necessary for integration are real : geographic proximity, mutual economic complementarity
and mutual dependence, cultural and linguistic proximity, common traditions, and shared historical fates.

Theformer Soviet Central Asianrepublicsareindeed neighbors, yet thisisunimportant. Tajikistan,
for example, is Afghanistan’s and China s neighbor to a much greater extent than Turkmenistan’s and
Kazakhstan' s for the simple reason that it shares borders with the former and its relations with them at
the state level are marred by fewer problemsthan itsrelationswith some of its Central Asian neighbors.

The economies of all the Central Asian states are the product of Soviet power; in the past, they
were part of acommon all-Union rather than regional economy. None of the Central Asian republics
could boast of asingle economic expanse evenwithinitsborders. It would be no exaggeration to say that
thenorth of Kazakhstan waseconomically closer to the Russian regionsthan to therepublic’ ssouth. The
north of Tajikistan had few contacts with the south: it maintained much closer relations with the neigh-
boring regions of Uzbekistan and even much closer ties with the center of the Soviet state.

Kinship of cultures should rest on a common civilizational platform. In our case, however, the
local cultureshave at |east two such platforms—the Islamic and the Soviet, whiletheforcesthat could
influencetheregion’ sfuture development are consistently moving away from both. Thelocal peoples
aredivided by their civilizational affiliations aswell: some of them belong to the settled Iranian civ-
ilization, others to the nomadic Turkic civilization, while still others to ablend of both. This means
that, on the whole, they do not have much in common. Asfor the linguistic community, they are unit-
ed by acommon Russian language, the language of the former metropolitan country, which they still
use when talking among themselves.

Before discussing the community of historical fates we should first define what is meant by
community in this case. Do we mean the fact that the Central Asian republicswere part of the Soviet
Union and that they werelingering inthe political (and economicin some cases) backyard of this state;
that the“fraternal Slavicrepublics’ did not deem it necessary toinform them of their intention to disband
the Soviet Union; that today they are still living through the initial development stages (each in its
own way) as national states, or something else? The above suggests that the prerequisites enumerated
above cannot serve as areal integration basis.

3

Hereisanother question: What isthe framework of theintegration process, if itispossible at all?
The broad massesin al the Central Asian republics, which are still Soviet-minded, prefer integration
along the familiar Soviet patterns. Smaller population groups that have already rejected the Soviet past
yet feel uncomfortable in societies that are gradually going back to their social roots prefer integration
along the EU lines; there are a so those who would hail an Ilamic integrated expanse.

Integration Soviet styleis possible under at least the following conditions:

— A single political and economic center strong enough to impose its will on others and influ-
ence them;
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— A monolithic omnipresent and integrating ideol ogical system ableto mould all aspectsof life
across the integrated expanse and a population ready to accept it;

— Delegation by theintegrating (or integrated) states of most of their sovereign rights and pow-
ers to the unitary center; to be more exact, the states should abandon their independence,
voluntarily or otherwise, to the center.

Obvioudly, there are no such conditionsin Central Asia. Uzbekistan is the only country the eco-
nomic-demographic potential of which, coupled with its central strategic location and the presence of
traditional religious and cultural centers on itsterritory, can claim therole of a seat of the hypothetical
integration process. The other Central Asian states, however, have flatly denied Uzbekistan this role.
Thisishappening, among other things, because the national resurrection conceptionsused to create national
statesin Central Asia(Tagjikistan, Turkmenistan, and Uzbekistanin particular) have nothing in common.
Finally, none of the countriesis prepared to delegate even the smallest part of its sovereignty to apoten-
tial center, to say nothing of abandoning the status of an independent state altogether.

Integration European style is avoluntary merging of the old and fully developed nation-states
bound together by shared political and economic interests, their belonging to the same or very similar
civilizational expanses, and their having common ideas, values, and close mentalities. The citizens
and political elites of the EU countries|ook at themselves as an inalienable part of one European so-
ciety with anidentity of itsown based mainly on the Western Christian community. At the sametime,
they are aware of belonging to closely knit national communities.

Until recent times, the “dual identity” of the Europeans within the EU devel oped without hin-
drances. This explainswhy most of them had no qualms about abandoning many of their powersand
even sovereignty in favor of the common European center in Brussels completely independent of the
largest European powers. They knew that their rights and national specifics were being looked after
in the vast expanses of Larger Europe. Nothing of the sort can be seenin Centra Asia

Integration European styleispossible among countrieswhich sharesimilar democratic approaches
to such problems as the government and the opposition; the government and the economy; the gov-
ernment and the media; the government and civil society institutions, etc. In Europe, the approaches
to these and similar issues are very close—something that is absent in Central Asia.

The Central Asian states have just embarked on the road leading to national states; like all other
post-Soviet republics looking for their national identities, the process is accompanied by trends that
encourage monoethnicity. It will take quite afew years for these processes to reach a certain logical
conclusion, for the statesto formulate common demacratic approachesto many key issues, i.e. to achieve
integration European style.

Integration Islamic styleis not contemplated by any of the influential political forcesin any of
thelocal states. Society isnot fond of it either—at least for the time being. What is more, the support-
ersof al sortsof Islamic integration projects are persecuted under the law, which presupposesimpris-
onment. To put it bluntly, when brought to court they are accused of conscious rejection of national
statesfor the sake of acertain supra-national integration program. But isthisnot thefinal aim of those
who support the Soviet-communist and Euro-democratic integration models? No matter what pattern
isemployed to achieveintegrationin Central Asia, the processwill sooner or later result in the disap-
pearance of national states as we now know them.

4

The above suggests two questions. To what extent doesthe single integrated expanse meet the current
national interestsof Tgjikistan and the Tgjiksasan ethnos? To what extent will it suit themin the near future?
Duringthelast few years, thefollowingideashave been diligently planted in theminds of the Central
Asian public by various (Western in particular) forces. Dueto intensive globalization, theworld isnearing
an obvioudy beneficial eraof post-national state development, which meansthat to rid themselves of the
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burden of economic and humanitarian problems, to ensure economic growth, and to introduce democratic
ingtitutions capable of protecting human rights and interests, the Central Asian republics should, having
passed through the devel opment stage as national states, move onto the next stageaspromptly aspossible.
In other words, it would be in their best interests to leave the stage of national statehood behind.

Back in 1999, when speaking at aninternational symposium on the problemsof development of Tajik
statehood organized by the Center of Strategic Research under the President of the Republic of Tgjikistan,
Prof. Arne Seifert of Germany offered a Western idea of the period and pointed out to two key processes.
Fird, thestateislosingitsnational nature; second, the state’ sfunctionsare shifting from protecting national
interests to protecting the rights and interests of individuals. The German professor told the symposium
that NATO began bombing Y ugoslaviain the spring of 1999 and moved its troops into Kosovo with the
singleaim of protecting human rights and interests and that thewar against Y ugod aviawasthefirstin the
“post-national statehood” era. The attemptsto justify the wars the West was waging against Afghanistan
and Irag by the need to protect human rights against the states ruled by the Taliban and the BAA Stestified
to the fact that these ideas have obviously been widely accepted as basic conceptions.

Today, weareat the very beginning of the evol ution of the contemporary Tagjik nation, which will take
along timeto be completed. This meansthat abandoning national statehood for the sake of regional integra-
tion and anintegrated common expanse without bordersin Central Asia, aswell asputting theindividua and
his rights above national values, are fraught with dire negative consequences for the Tgjik ethnos.

Between the collapse of the Samanid state in the late 10th century and the time czarist Russia
conquered the larger part of contemporary Central Asia, the Tajikslived in states ruled by other eth-
noses. In a situation in which these states were not national states as we now understand them, the
Tajik ethnos felt neither oppressed nor downtrodden.

Later, when the Russian imperial authorities organized the Central Asian landsinto the Turkestan
Territory, launched awell-cal culated policy of relying on the non-Tajik ethnoses, while marginalizing
thetraditional political, economic, and cultural centersand areas with Tajik mgjorities, the status of the
Tajiks as an ethnos in Central Asiaas a potential seat of resistance to the Russian rulers worsened.

The process became even more obviouswhen in the 1920s Soviet power dissected the region into
several national-administrative units, and later when Soviet republicsappeared. In someof them thenation-
forming processes were accompanied by deliberate effortsto transform the multinational republicsinto
monoethnic. With respect to the Tajik ethnos, thistook the form of consistent “de-Tgjikization” of the
Tajiks traditional areasof settlement and self-realization. Throughout most of the 20th century, Afghan-
istan remained a victim of asimilar (yet much less intensive) process that brought the national-ethnic
identity of the Tgjiks living outside their national-state unit to the verge of disappearance. In the post-
Soviet period, when the local republics became independent states, the situation became even worse.

“De-Tajikization” in Central Asia has become possible in places where Tajiks live in compact
groupsoutsidetheir own state. We can expect that if the national statesin Central Asiadisappear under
pressure of the callsto “post-national state development,” “ de-Tajikization” will spread to Tajikistan
proper. Theregion is dominated by ethnoses that are ethnically and linguistically different from the
Tajiks. Thismeansthat in the absence of their own national state, the Tajiks will be deprived of their
national-ethnicidentity, an ethnic catastrophefor the entire ethnos. Therefore, Tajiks should treat with
utmost caution all callsfor Central Asian integration (and should be even more suspicious of the calls
to speed up the process), irrespective of their sources.

5

Itisprobably not amere coincidencethat the West, Germany in particular, insistson accelerated
integration of thelocal states, which should, according to theintegration enthusiasts, |eave behind the
stage of national states as promptly as possible. Indeed, it is the well-known German foundations—
Friedrich Ebert and Conrad Adenauer—that areinitiating and sponsoring most of the conferencesand
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seminarson the subject in Central Asia. They are closely associated with the two major parties of the
Federal Republic of Germany—the SDPG and CDU/CSU, which take turns at the helm.

When actively promoting theidea of asingle Central Asian expanse, Western supporters of the
idea insist that their continued development as national states does not allow the local countries to
successfully deal with the overripe economic and political issues. Without arapid economic revival,
they argue, the urgent social problems will be never settled; they add to social and political tension
and lead, in the final analysis, to negative developments.

Infact, Western attention to the Central Asianintegrationissueisprompted by the West’ stwo major
aims: first, to weaken the region’ s dependence on Russia and, second, to prevent the forces guided by
Islamic values from coming to power. The West is merely trying to ensure its own security and realize
itspolitical and civilizational interests, not only by limiting Russia’ sinfluencein theregion, but also by
preventing adual (national and Islamic) identity from cementing its position in Central Asia.

Sympathies for all the forms of regional integration imposed from the outside deprive the na-
tional states of any future; they undermine the conceptions of national resurrection that have so far
been serving the cornerstone of national statehood in all Central Asian countries. No matter how vague
and amorphous, the above servesasapractical, evenif not formalized, stateideology in all theregion-
al states. They are concentrating on restoring their lost statehoods by establishing continuity between
the present and the past, when these ethnoses flourished in their own states. Thisis completely true of
Tajikistan and Uzbekistan, the political elites of which, when talking about restoring continuity, have
in mind the Samanid state and the state of Tamerlane and his successors, which were |slamic states.

Thosewho sidewith the Westernized integration model, beit the Soviet-communist or the Euro-
democratic, while holding forth on asingle Central Asian expanse, are in fact insisting on uprooting
theldlamic civilizational elementsinthe Central Asian republics; thosewhoinsist onthelslamicversion
reject the national elements. In both cases, those who favor regional integration clash with the ideol-
ogies of national resurrection and with one of its most important elements—the idea of continuity be-
tween the national states and the allegedly national states of the past.

Tosumup | wouldliketo point out that Tajikistan will profit fromintegration that doesnot threaten
the Tajik ethnos' continued existence. When viewed in thislight, the model of an integrated expanse
populated by Tajiks and kindred ethnoses |ooks much more attractive. In practical terms, this means
closer relationsbetween Tajikistan, Afghanistan, and Iran. These countrieshave everything they might
need: energy fuels, natural resources, communication lines with access to the sea, and a potentially
diversified economy. Finally, they have a common culture and speak the same language.

Sofar, themore or less different mentalities of the nations of the three countriesand their different
political cultures, largely dueto Tagjikistan’ s Soviet past and theway it istreated in Afghanistanand Iran,
have been interfering with positive developmentsin the required direction. Gradual yet consistent “de-
Sovietization” of Tajikistan will finally convince the two countriesto abandon their idea of the republic
asasemi-Soviet state: the burden of the Soviet past will disappear over time. Stronger ties at al levels
(especiadly in the business community and the elites) can, and probably will, help to overcome the still
existing differences and obstacles. Thiswill create prerequisites (psychological aswell asothers) indis-
pensablefor bi- and trilateral contacts. Trilateral contacts at the ministerial and parliamentary levels, as
well as at summits, have become routine. It seems that this process, which is similar to that going on
among the Turkic-speaking states, will become or might become even more intense in the near future.

Neither encouraging acomprehensive regiona integration process, nor merely talking about asingle
Centrd Asian expanse meet theinterests of therepublic and the Tgjik ethnosat present for political and other
reasons. Thisissue can only be discussed in Tgjikistan when it devel opsinto astrong, independent, and fully
developed state with astable national identity. Until then, it would be wiser to develop bilateral contacts.

66

+



+

CENTRAL ASIA AND THE CAUCASUS No. 2(44), 2007

FIFTEEN YEARS OF
INDEPENDENCE:
THE CENTRAL ASIAN AND

CAUCASIAN COUNTRIES
SUM UP THE POLITICAL AND
ECONOMIC RESULTS OF
THIS PERIOD

POLITICAL TRANSFORMATIONS
IN KYRGYZSTAN
(1991-2006)

Aynura ELEBAEVA

D.Sc. (Philos.),
professor, department head
at the Academy of Administration under
the President of the Kyrgyz Republic
(Bishkek, Kyrgyzstan)

Margarita PUKHOVA

Ph.D. (Hist.),
associate professor
at the Institute of Integration of
International Educational Programs of
the Kyrgyz National University
(Bishkek, Kyrgyzstan)

ian regimes have been busy identifying the features found in all transition models and the fac-

ince the early 1970s, those studying the transformation processesin totalitarian and authoritar-
Storsdetermi ning the trends and rates of democratic changes. Western political scientists(D. Ros-
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tow, F. Schmitter, O’ Donnell, S. Huntington, and others) who have been working on the theory of
democratic transition regarded the political process as common to al societies and insisted that all
transition stateswould go through the same stages: preparatory (liberalization), decision-making (de-
mocratization), and acceptance (socialization).

At the preparatory stage, political forces clash: the new elite mobilizesall the social stratadis-
satisfied with the old regime to carry out concerted actions that |ead to a protracted and bitter polit-
ical struggle. Political forcesrally around two opposing banners.? Instability isan inevitable result,
and economic and social crises follow suit. There are no attemptsto set up a democratic regime at
thefirst stage; it produces atechnically democratic order (aso-called paternalist democracy). Inthe
absence of a strong opposition, an authoritarian regime may survive for along time. At the second
stage, the main political forces achieve a compromise, which makes it possible to destroy the au-
thoritarian order and set up democratic institutionsin its stead. As members of the new parliamen-
tary institutions, the opposition has the opportunity to join in the decision-making. At thethird stage,
the compromiseis sealed and the democratic forces become consolidated. The pace of change out-
lined above and the choice of roads leading to democracy depend on the alignment of the key po-
litical forces.

An analysis of the transition models reveals that the democratization experience in the states,
which, according to Samuel Huntington, will hardly become democratic (Central Asian countriesare
among them),® should be summarized.

We shall use the political process in independent Kyrgyzstan to identify the specific features
and stages of its political transformation.

The movement toward political reforms began and a new development model appeared in the
fall of 1991 when the nation elected a president for the first timein full accordance with the Law on
Establishing the Post of the President of the Kirghiz S.S.R. and Introducing Amendments and Adden-
dato the Constitution (the Fundamental Law) of the Kirghiz S.S.R. of 1990. Political and economic
reforms were going on simultaneously at a fast pace. In 1992, the country acquired a Program of
Economic Rehabilitation for the next eighteen months, to which IMF and WB experts also contribut-
ed. Funding began in July 1993 when credits were allotted by international financial organizations
and donor countries. The country chose aliberal model and “shock therapy” that presupposed total
denationalization and privatization, amulti-layer market economy, cutting back budget spending (par-
ticularly in the social sphere), liberalization of prices and foreign trade, devaluation of the local cur-
rency, etc. Thetransfer to democracy Kyrgyz-stylegreatly differed formthe“ classical” Western models:
there were no democratic preconditions, while the transfer to the market was carried out in a country
badly hit by a profound economic crisis, technological backwardness, galloping prices, total deficit,
and the nation’ s plummeting standard of living.

Thefirst stage (1991-1995) proved to be the most trying for the state and the nation: the system-
ic crisis developed into a socioeconomic one; destabilization in the financial and social spheresin-
creased along with instability in political life; there was a severe confrontation between the political
forces (the communists and the democrats); and the legislative and executive powers could not agree
onmany issues. The struggle between the old and the new elites over redistributed powers ended with
the president’ s victory supported by the democrats.

On 5 May, 1993, the Supreme Soviet session of the Kyrgyz Republic (KR) adopted anew Con-
stitution based on democratic principles (the separation of powers, general election of the president,

! See, for example: D.A. Rostow, “Perekhody k demokratii: popytka dinamicheskoy modeli,” Polis, No. 5, 1996,
pp. 8-11; F. Schmitter, “Protsess demokraticheskogo tranzita i konsolidatsia demokratii,” Polis, No. 3, 1999.

2 See: D.A. Rostow, op. cit., p. 5.

3 See: S. Huntington, “Budushchee demokraticheskogo protsessa: ot emansipatsii k konsolidatsii,” MeiMO, No. 10,
1995.
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etc.). The new Fundamental Law established amodel close to the presidential -parliamentary form of
government: the head of state and the highest legislative body both had fairly wide powers. The par-
liament (Jogorku Kenesh) played an important role in forming the government and its structure, and
also identified the main trends in the country’ s domestic and foreign policies. The parliament and the
president had the right to submit the most important issues for areferendum.* The Constitution cre-
ated legal conditions in which the legislative and executive branches could function relatively inde-
pendently, thus making an agreement between them possible. The president could not rule independ-
ently of the Jogorku Kenesh.

In 1994, the president’ s power betrayed thefirst signs of strengthening at the expense of the
parliament. In December 1993, the country was shaken by a cabinet crisis, and in September 1994,
thelegislature dissolved itself amid another crisis. The president made skillful use of his address
to the nation to fortify his position even more. The dissolution of the parliament was explained
by the fact that the head of state and the legislative branch were at odds with each other. (Com-
munists uninterested in carrying out rapid democratic reforms formed the parliamentary majority
at that time.)

The national referendum of October 1994 set up a bi-chamber parliament elected in February
1995 in accordance with the majority system introduced to keep any potentially strong opposition party
outside the parliament. This created a so-called pocket parliament.

In December 1995, for thefirst timeinitshistory, the nation went to the pollsto elect apresident
from among several candidates. The post-election context proved to be very different from the pre-
election situation: the coalition that supported the president-elect found itself in the winning position.
Thenew alignment of political forcesled to another series of constitutional amendments and addenda
in 1996.

At the second stage (1996-2000), the republic acquired itsfinal political image as an authoritar-
ian state with elements of democracy (a so-called hybrid state). The amended Constitution supplied
the president with the wide powers for forming the executive and judicial branches; the balance of
forcesshifted to the president. I n the absence of achecks-and-bal ances system, the hybrid regime could
easily develop into aregime of personal power.

At thisstage, the country achieved temporary stability; the disunited opposition wastoo weak to
rally the discontented masses into active protest. The regime, which skillfully maneuvered between
the left and theright, the liberals and the traditionalists, made unification of all the opposition forces
impossible and even drew some of their prominent membersto its side as civil servants.

The nation became divided into the very rich and very poor, alarge part of whom lived below
the poverty level and remained under the spell of populist speeches and programs; it was still unpre-
pared to engage in mass anti-government protest actions. The people, fed up with all the failed re-
forms, feared change; mental inertia was obvious.

Asarule, election campaigns stirred up people’s political awareness. In 2000, parliamenta-
ry electionswere scheduled for February. By that timethe drop in the standard of living of nearly
the entire nation, as well as the burgeoning shadow economic sector and corruption, had nega-
tively affected the political situation. The share of per capitaincomein the GDP steadily declined
from 14.1 percent in 1998 to 12.2 percent in 2000; thelevel of budget revenue collection dropped
dramatically from 99.4 percent in 1997 to 81.3 percent in 2000.> Uneven social and economic
development in theregions (the North and the South; the valleys and the mountai nous areas) created
even more problems. In the South, whichisless urbanized and lessindustrially devel oped, poverty

4 For more detail, see: A. Elebaeva, M. Pukhova, “Poalitical Transformation in Kyrgyzstan: Specific Features,” Cen-
tral Asia and the Caucasus, No. 4 (10), 2001.
5 See: Komsomol' skaia pravda: Kyrgyzstan, 2 November, 2001.
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was much more obvious, while Muslim traditions are much stronger here than in the North. This
explains the locally widespread negative feeling about the democratic reforms patterned on the
West.

The eventsin Aksy that took placein March 2002, protest ralliesin Bishkek and in settlements
in the Jalal-Abad Region, and picketing of the Osh-Bishkek highway destabilized the situation to a
great extent. The nation no longer trusted executive power.

Therepublic’s party system also changed alot: the number of partiesincreased from 8 in early
1994 to 27 in late 1999, which obviously called for amendments and addenda to the republic’s elec-
toral system. In 1999, Kyrgyzstan acquired the Law on Political Parties and the Code on Electionsin
the Kyrgyz Republic, which introduced a proportional majority system (25 percent of the deputies
were elected by a proportionate and 75 percent by a majority vote).

The 2000 parliament was el ected according to the new system. The number of seatsin the Leg-
islative Assembly increased from 36 to 60, 15 of them being allocated to parties. In 2000, the Commu-
nist Party won 5 out of 15 seats, the Union of Democratic Forces election bloc, 4; the Democratic
Party of Women, 2; the Political Party of the Afghan War Veterans, 2; the Ata-Meken Socialist Party,
1; and the My Country Party, 1.

The previously disunited opposition showed the first signs of activity: in October 2000, about
10 parties united into an opposition Peopl €’ s Patriotic M ovement bloc; the opposition was displeased
with the president’ sfairly wide powers, which it assessed astoo wide and insisted that they should be
redistributed in favor of the parliament. They also insisted on the presidential-parliamentary form of
government and wanted the Constitution to be amended accordingly.

To normalize the situation, the government grudgingly granted certain concessions. In Sep-
tember 2002, a Constitutional Conference (to which the opposition was also invited) was con-
vened to discuss a new version of the republic’s Constitution. On the strength of the referendum
of 2 February, 2003, the Law on the New V ersion of the Constitution of the Kyrgyz Republic was
adopted on 18 February, 2003.

The new version restored the political balance among the power branches. The Jogorku Kenesh
received the following powers: the approval of the structure of the Government of the Kyrgyz Repub-
lic recommended by the President; giving its consent to the appointment of the Prime Minister and the
members of the Government; control over the Government; giving a vote of no confidence in the
Government by amajority of no less than two-thirds of the votes of the deputy corps; giving its con-
sent to appointment of judges of the local courts, etc. (Art 58). The premier was given agreater role
in building the executive power vertical and in guiding the government and the local executive bod-
ies. The cabinet was made responsible to the President and Jogorku Kenesh, a situation typical of a
presidential-parliamentary republic.

The Constitution introduced the majority system of election to the parliament. Under Art 54, the
Jogorku Kenesh shall consist of 75 deputieswho will beelected for afive-year term from single-member
constituencies.

In 2003, the number of political partiesin the republic reached 43, yet al of them were small,
lacked wide social bases, and could not affect the activity of the parliament and the cabinet in any
way. This explainswhy the majority system was chosen: the partieslost the chance to run for parlia-
ment by party lists, but acquired the chance to nominate their candidates in single-member constitu-
encies (Art 24 of the Code on Elections in the Kyrgyz Republic).

Under the new version of the Constitution, the president acquired fairly wide powers; he plays
asignificant rolein appointing and dismissing top figures (the premier and the ministers) and disbanding
the cabinet. Thisistypical of apresidential republic. The head of state has more power to control the
government than the parliament. He plays the key role in appointing the premier, since under Art 63
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of the Constitution the Jogorku Kenesh may be disbanded ahead of schedule by the President in the
event of threerefusals of the parliament to approve the appointment of aprime minister. The Jogorku
Kenesh may also be disbanded ahead of schedule by the President, as the result of areferendum and
intheevent of alegal crisiscaused by theinsurmountabl e contradi ctions between the branches of power.
Theserights are typical of semi-presidential republics.

So, under the new version of the Constitution, the President retains his political domination; the
Fundamental Law failed to register the checks-and-balances system and created legal conditions con-
duciveto ahybrid (mainly authoritarian) political regime that combines the features of a presidential
and a semi-presidential republic.

The new version of the old Constitution did not bring political stability; continued disagree-
ments among all sorts of elite groups ruled out the possibility of a consensus between the govern-
ment and the opposition, whileinformal (clan) relationsin the political, social, and economic spheres
added to the general instability. A dialog, let alone a consensus, between the government and the
opposition was next to impossible. The opposition wanted to annul the results of the 2 February,
2003 Referendum because the final version of the Constitution (drafted by a group of experts) dif-
fered greatly from the version the Constitutional Conference had approved. The opposition, very
much disturbed by the president’s fairly wide powers, demanded his resignation, while President
Akaev repeated all over again that he had no intention to run for another term. His political oppo-
nents, however, feared that he might extend histerm in officeto seven years, astherepublic’s Central
Asian neighbors had done. In fact, signatures had already been collected acrossthe country to make
this possible.

Latein 2004, under the pressure of the upcoming parliamentary el ections and the top people’s
refusal to talk to the opposition, the situation became even worse. Elections to the one-house par-
liament were held in February 2005; in some constituencies, the election campaign devel oped into
clan clashes. The pro-presidential AlgaKyrgyzstan won aclear majority, the opposition, meanwhile,
complained “about the numerous violations” and demanded that the results be annulled. The elec-
tionsfinally forced the opposition to close rankswithin the People’ s Movement of Kyrgyzstan headed
since November 2004 by former premier Kurmanbek Bakiev. There was no ideology behind the
process—the opposition and part of society had had enough of the powers that be represented by
President Akaev.

The opposition made its demands public at a meeting in front of the House of Government in
Bishkek. On 24 March, 2005, peaceful protest actions demanding the president’ sresignation took place
in Bishkek; later the protesterswerejoined by acolumn that arrived from Osh. Led by the opposition,
prominent figuresand theleaders of youth organizations, alarge crowd headed to the House of Govern-
ment; a nation-wide crisis became obvious; the premier resigned when the crowd took the House of
Government by storm, while the president simply left the country.

Aninterim government was set up under Kurmanbek Bakiev, the appointed premier and act-
ing president; the March coup changed the people on top and the elites. Unlike in the Czech Re-
public, wherethe so-called velvet revolution brought anew eliteto power, in Kyrgyzstanit opened
the road to the top for the former president’s former comrades-in-arms, whom he removed from
power for different reasons. The new people at the helm wanted to steer the country toward con-
tinued reforms rather than toward a new development model or a new social-political system.®
The coup was an outcrop of the clan struggle over power and property caused by several inter-
twining domestic and external factors. To agreat extent the March events were caused by aggra-

6 There is acommon agreement in the West that a genuine revolution brings new people to power rather than restores
those who already had the chance of ruling the country.
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vated domestic problems, but external factors should not be ignored either. Sun Zhuangzhi, a
Chinese expert, for example, insists that the United States allocated $31 million for the repub-
lic's democratic development.”

Thefollowing domestic factors made the regime change possible: the political regime’ scrisisof
legitimacy and its inability to defend the constitutional order; contradictions inside the ruling €lite,
which led to a split; the economic crisis; the structural industrial crisis; the plummeting standard of
living; unemployment (especially obviousin the South); the consolidated opposition; the emergence
of all sortsof political aliancesand parties; pending regional and ethnic issues; corruption and crime;
drug trafficking; the drug mafia's obvious drive for power; the development of the informal sector;
the growing number of people employed in shadow economy, which was gradually moving toward
criminal activities; the failed attempt at stemming the process; and the gap between the democratic
constitutional principles and reality.

The March coup, which destroyed the vertical of power, added vigor to all sorts of regional,
ethnic, religious, clan, and other groups. In the small hours of 25 March, 2005, the |law- enforce-
ment bodies preferred to keep alow profile, which drove the excited mobs to marauding, plun-
dering, and setting fire to shops in the republic’s capital. The drug barons did not remain idle
either. On 12 May, 2005, in an effort to prevent a split into the North and the South and in re-
sponse to humerous public demands to preserve peace and stability, Bakiev and Kulov entered
into an agreement on a political tandem. On 10 July, 2005, Kurmanbek Bakiev, one of the nine
candidates, won the pre-term presidential election with awide margin (he received 88.5 percent
of the votes). The confrontation between the newly elected chief executive and the earlier elected
parliament became revived with fresh vigor. The Jogorku K enesh refused to approve some of the
president’s ministerial candidates; in response, the Jany Kyrgyzstan and Erkindik (headed by
T. Turgunaliev) parties started collecting signatures (the number needed by law was 300,000) for
the parliament’ s dissol ution.

To avoid this, the Jogorku Kenesh passed a Law on Referendum, under which the parliament
could annul referendum results. The law envisaged that the failed issue could not be put up for aref-
erendum for the next two years, even if 300,000 people voted for an earlier date.®

Inaneffort to bury the Bakiev-Kulov tandem, some of the deputiestried toinitiate avote of non-
confidence; there were suggestions to set up a coalition cabinet and transform the country into a par-
liamentary republic.

In January 2006, the opposition moved toward greater unity within anewly established Peo-
ple’s Coalition of Democratic Forces of 18 parties, movements, and NGOs. The “new” opposi-
tion insisted on more amendments to the Constitution, administrative and judicial reforms, and
more active anti-criminal measures. The opposition’s more radical members and some of the par-
liamentarians went as far as demanding that the Bakiev-Kulov tandem be disbanded, while oth-
ers predicted its dissol ution due to the contradictions (the HIPC membership) and the absence of
a single political program. The situation in the South, where radical Islamic groups were step-
ping up their activities, remained disturbing. Hizb ut-Tahrir and its supporters were spreading
their influence far and wide.

Crime was on the increase; criminals were trying to join the power structures to impose their
will on the president. In fact, the entire political system could have fallen victim to total criminaliza-
tion. The law-enforcement structures could not cope: exchanges of fire between criminal groups,
contract murders, and illegal seizures of land and enterprises became daily occurrences.

7 See: S. Luzianin, “Color Revolutions in the Central Asian Context: Kyrgyzstan-Uzbekistan-Kazakhstan,” Central
Asia and the Caucasus, No. 5 (35), 2005.
8 See: AiF Kyrgyzstan, No. 14, 2006, p. 4.
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Starting in 2005, the number of grave and capital offences has been on theincrease. According
to the law-enforcement bodies, at that time there were 162 organized criminal groupsin therepublic;
trade in arms and ammunition escal ated out of control. The wave of crimewas al so rising because the
public had lost faith in the law-enforcement structures.®

The instability, lack of social agreement, and higher crime level could have caused chaos and
loss of control, therefore alarge part of the public and mass organizations demanded that the govern-
ment restore law and order and step up itsanti-criminal and anti-corruption efforts. In fact, no onewas
safein the country; everyonefeared for their lives: the ruling elite was not yet ready to defend consti-
tutional order and uphold human rights.

The Political Council of the People’s Movement of Kyrgyzstan Party called on the ministers,
governors, akims, and chairmen of the ayyl okmotu to spare no effort to restore stability and concen-
trate on economic rehabilitation and creativelabor.® The For Democracy and Civil Society Coalition
called on the president to take resol ute anti-crime measures and restore law and order in the country
beforeit wastoo late.

Inresponse, President Bakiev spoke about the need to restorethe vertical of power, which would
allow the government to regain control over the situation. More than twelve months before that the
president spoke of the need to reform the state administrative mechanism; the World Bank allocated
about $20 million for this purpose. Constitutional amendments and addenda could no longer be post-
poned.**

A Constitutional Conference was convened to work on anew version of the republic’s Funda-
mental Law; thefirst stage of the constitutional reform started in April 2005. In June 2005, the amend-
ed text reached the media; a nationwide debate followed and was completed on 6 October, 2005 with
apresidential decreethat said thedraft should berevised “not only asfar asitswording was concerned;
itsentire content required revision.” The decree set thefinal date of 25 December 2005, by which time
the final version of the draft Law on Amendments and Addenda to the Constitution of the Kyrgyz
Republic should have been completed. The head of state justified his demand of the revision by the
parliament’ s excessively wide powers. A strong parliamentary republic, he argued, was possiblein a
country with strong parties, whereas Kyrgyzstan was a country of over 80 parties, nearly all of them
parties of theleader and ahandful of hissupporters. With weak and tiny parties, the programs of which
had nothing in common with what the country needed, the republic was unprepared to switch to the
parliamentary form of government.*®

The Constitutional Conference failed to grasp the meaning of the proposed constitutional re-
form; in its zeal it suggested that over forty articles of the country’s Fundamental Law should be
amended; therevision of all the normsthat caused disagreements would have required much time and
awider constitutional conference.

At the second stage, its membership increased to nearly 300 people,** which pushed the law-
yersand deputiesinto the minority. Chairman O. Tekebaev, former Jogorku K enesh speaker, was
replaced by President Bakiev. In hisaddressto the conference, the newly appointed chairman sug-
gested that the Conference should ruleitself by the following: a presidential-parliamentary form
of government; a “strong president, strong parliament, strong cabinet, and strong civil society”

9 See: Vecherniy Bishkek, 2 November, 2005.

10 See: MSN, 10 February, 2006, p. 2.

1 Since 5 May, 1993, when the Constitution was adopted, the amendments and addenda have been introduced to it
four times to strengthen the president’s power.

12 Seer Jovo Kyrgyzstana, 7 October, 2005, p. 3.

13 See: Sovo Kyrgyzstana, 26 September, 2006, p. 2.

4 The Constitutional Conference was enlarged, in addition to prominent politicians, with educators, doctors, heads
of farming households, etc.
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model; dual citizenship; a parliament based on the majority-proportionate election system; the
president, premier and the deputies should be deprived of immunity, while the judges should retain
theirs.’

Thepresidential vs. parliamentary form of government caused alot of discussionsand disagree-
ments: teachers, doctors, public figures, and aksakal s (el ders) from the regionsinsisted on wider pres-
idential powers, they wanted the president to fill the premier post aswell. Other conference members
wanted a parliamentary republic in which many of presidential powers would be transferred to the
parliament.

Aneditorial commissionwas set up to smooth out the contradictionsand to submit thefinal version
to the president before 25 December, 2005. A nationwide discussion of the published final version
was also planned.

Serious disagreements slowed down the process; the Constitutional Conference failed to reach
an agreement on the final version. On 23 March, 2006, the president issued a decree, on the basis of
which aworkgroup was established under deputy J.K. Beknazarov to complete thejob. In July 2006,
the group, which collected over 3,000 relevant suggestions, came up with three drafts of the Funda-
mental Law for apresidential, parliamentary, and “mixed” republic: fifteen versionsin al, which at-
tracted critical remarks from all sides.

Themajority of the Jogorku K enesh deputiesinsisted on aparliamentary republic; they went
asfar as launching a wide campaign to discredit the president. On 17 June, 2006, the opposition
made its demands public at arally in Bishkek. Tension continued and reached its peak on 5 Sep-
tember, 2006 when deputy O. Tekebaev was detained at the Warsaw airport. On 22 September,
the parliament presented an ultimatum to the head of state: it demanded a coalition cabinet of
popular confidence and “immediate” constitutional reform based on the draft Law on Amend-
ments and Addendato the Constitution of the Kyrgyz Republic, elaborated by the Constitutional
Conference and published in 2005. The parliament expected this to be done before 20 October,
2006.1¢

On 28 September, 2006, President Bakiev addressed the parliament with a message On the
National Development Strategy and Immediate Tasks, in which the head of state announced that new
tasks had been identified, such as a competitive market economy, a standard of living no lower than
theworld’ saverage, reliable standard social guarantees, fully-fledged democracy, and afair and effi-
cient government. The president said that the first stage had been successfully completed: the econo-
my was no longer in a crisis, while the state bodies and all the other vital systems were functioning
smoothly.

At the second stage, said the president, the country should acquire an efficient system of govern-
ance, which requires constitutional amendments and addenda. He described the future constitution as
a constitution “with a strong executive power” and added that the country needed a new normative
legal act on political parties and movements, specific criteriafor streamlining the ministries, depart-
ments, and territorial administrations, conditions conduciveto law and order, aswell asreformed law-
enforcement and judicial systems. The president confirmed his opinion that efficient parliamentary
governance was not possible in a country that lacked strong political parties.”

Thefirst signs of the political crisis appeared in the fall of 2006: the confrontation between the
executive and legislative branches devel oped into acrisis; the parliament split. To put pressure on the
country’sleaders, the opposition resorted to a tested weapon—constitutional amendments; it did not
want reforms as such—the opposition hoped to force the president and the government to resign (that

15 See: Delo No, 10 October, 2005, p. 3.
16 See: Jovo Kyrgyzstana, 26 September, 2006.
17 See: |bid., 29 September, 2006, pp. 2-4.
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meant the regime change could be described as a“second” coup). The opposition demanded that the
president submit the final version of the country’s Constitution no later than 2 November, 2006, oth-
erwise the members of the For Reforms movement threatened to start awide-scale perpetual rally in
the capital’s center on that very day that would attract from 15,000 to 20,000 demonstrators. The
movement’ s headquarters demanded that the president dismiss Procurator General K. Kongantiev and
head of the Bishkek Main Administration of Internal AffairsM. Kongantiev; discontinue his“family”
business, and nationalize all facilities still owned by the Akaevs.

Some public associations and parties called on the opposition not to aggravate the political
crisis and move toward a constructive dialog with the government to overcome contradictions by
legal means; they condemned the desire of the leaders of the For Reforms movement to resort to
rallies and demonstrations. On 31 October, 2006, two rounds of talks between the reformer depu-
ties and the head of state were crowned by an agreement under which the presidential and the dep-
uty groups (consisting of three experts each) were expected to produce acompromise version of the
Constitution of a presidential-parliamentary republic; on 2 November, the president was expected
to offer the draft to the Jogorku Kenesh. The sides agreed to proceed from the version the first
Constitutional Conference had completed in the summer of 2005. The president agreed on the
maj ority-proportionate el ection system. No agreement was reached on other controversial issues.'®
On 1 November, 2006, the president met with the heads of parliamentary committees and factions
and members of the public who were resolute in their conviction that “the Constitution cannot be
adopted in two days.”*® There was apprehension that clashes might follow in the country already
divided into the South and the North. Some of the deputies went as far as suggesting direct presi-
dentia rule.®

Under the Law on the Rules of Procedure in the Jogorku Kenesh, draft amendments and adden-
dasubmitted to the parliament should be discussed no earlier than three months after the date of their
submission; the opinion of the Constitutional Court should be taken into account. Proceeding from
this, 33 deputies authored an address in which they suggested that the draft constitution should be
approved before 1 December, 2006, while the president should submit a new version of the Funda-
mental Law before 6 November.?! In case of disagreements between the branches of power, the draft
should be offered for a national referendum.

On 2 November, ahugerally in support of thereformswasheld in front of the House of Govern-
ment in Bishkek. On the same day, President Bakiev informed the Jogorku K enesh that heintended to
submit the draft constitution to the parliament on 6 November.?

On 6 November, 2006, the parliament met for aspecial meeting to discussthe draft constitution
presented by the deputy-reformers under which the country was to become a parliamentary republic.
Deputy O. Tekebaev said that the new Constitution should be adopted by a specially convened Con-
stituent Assembly; 38 deputies supported him; Deputy Baybolov was el ected its chairman, while tor-
aga (speaker) of the Jogorku Kenesh M. Sultanov and 20 deputiesrefused to take part in the Constitu-
ent Assembly and |eft. This created an impasse: there were two parallel structures—the Jogorku Ke-
nesh and the Constituent Assembly.? Defense Minister |. Isakov described this as a“ constitutional
coup,” while President Bakiev said that what the opposition had done was abreach of law and invited
itto engagein conciliatory procedures. Some of the deputies, aswell asleadersof political partiesand

18 See: Jovo Kyrgyzstana, 3 November, 2006, p. 2.

10 | bidem.

2 See: |bidem.

2l See: Ibid., p. 5.

2 See: |bid., p. 2.

2 Under the current Constitution of 2003, the legislators’ right is limited to introducing amendments and addenda
to the country’s Fundamental Law.
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movements, agreed that the opposition had demonstrated that it was ready to use massrallies to ac-
complish another coup.

On 7 and 8 November, the centrist deputies and the pro-presidential parties and movements
responded with an anti-rally in front of the parliament building; the initial crowd of 5,000 then
swelled to about 15,000. According to the media reports, thousands of Bakiev’'s supporters ar-
rived from the South. Large rallies in support of the president were held in the Osh, Jalal-Abad,
Batken, Naryn, and Talass regions, which condemned the opposition. The rallies demanded that
the parliament (“which intended to stage a coup”) be dissolved and that a referendum on consti-
tutional reform be held.?*

The fact that the Constituent Assembly adopted the new Constitution aggravated the political
conflict and even brought the country dangerously closeto acivil war. On 7 November, 30 Jogorku
Kenesh deputies, together with the speaker, issued an Address in which the president and deputies
wereinvited to amend the Law on the Rules of Procedure in the Jogorku K enesh to bridge the widen-
ing gap, to come to an agreement on the still contradictory constitutional issues, and to submit the
draft of anew version, which should take the sides' opinions into account, to the parliament.

On 8 November, 2006, the parliamentary majority (50 votes) adopted the changesto the parlia-
ment’ srulesof procedure; the deputiesfinally got down to discussing the“ conciliatory” version based
ontheversion supplied by thefirst Constitutional Conference of 2005, the president, and the Jogorku
Kenesh.

The head of state agreed to sign the new rules of procedure, if the deputies, in turn, agreed to
make him a co-author of the new version of the republic’s Fundamental Law and preserve hisright to
endorse ministers and appoint local judges.

On the same day, the parliament adopted in two readings the new version of the country’s
Constitution born by a political compromise. This ended the political crisis and prevented open
clashes.

The following amendments can be described as most important: the parliament’s membership
was increased to 90 deputies; it received wider powers, such as passing decisions on the cabinet’s
structure and its members; the party that winsover 50 percent of the seats (out of 45) acquirestheright
to form the government and nominate a candidate for premier to be approved by the president. If none
of the parties acquires over half of the seats, the head of state hastheright to invite one of the parlia-
mentary parties to select a premier. If this method fails three times and the country is left without a
premier and cabinet, the president dissolves the Jogorku Kenesh and uses his right to form a cabinet
that will retain its power until the next parliamentary elections.

No lessthan 50 percent of the deputies are to be elected by proportionate vote by party lists; the
others areto be elected by majority vote. The deputies retained their immunity, but if they are absent
from plenary meetingsfor 45 or more dayswithout good reason, they could losetheir mandates.”® The
Jogorku Kenesh has the right to pass a vote of non-confidence in the cabinet if dissatisfied with its
annual report.

The new version gave the president the following rights: approval of the premier, dismissal on
hisown initiative or at the request of the prime minister or any of the cabinet members; appointment
of the Procurator General and chairmen of the National Bank and the Central Election Commission
after the parliament approvesthe candidates. The head of stateretainshisconsiderablerolein appointing
other top figures; under the new Constitution the Kyrgyz language is the state language, while the
Russian languageis described asthe official tongue; the Constitution also introduces dual citizenship;
all the power structures retain their powers until their term expiresin 2010.

24 Seer Sovo Kyrgyzstana, 10 November, 2006.
% See: |bid., p. 3.
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Therepublic acquiresapresidential -parliamentary form of government closeto the French model
of asemi-presidential republic.

Thisisthefirst step toward a consensus between the president and the opposition, but the con-
tinued reforms require mechanismsfor overcoming the contradictions and achi eving abal ance among
the power branches.

Conclusions

The advance toward democracy that took place in 1991-2006 in Kyrgyzstan shows that the re-
publicis still at the first stage of the transition period. This stage (1991-1995) can be described as a
stage of bitter power struggle between the democrats and the communists, which thelatter lost. Priva-
tization and the economic reforms brought power and property together and created an oligarchic group
of very rich people.

At the second stage of thefirst period (1996-2000), the country moved away from theinitial pres-
idential-parliamentary form of government to apresidentia republic; the head of state and his support-
ersstrengthened their positionsand achieved temporary stability. Authoritarian trends became even more
obvious in the absence of a developed civil society and itsinstitutions. At the same time, strong presi-
dential power and authoritarian trends were much more preferable in atransition society than lack of
cohesion and populist tendencies that inevitably created tension and lead to confrontation.

At thethird stage of the samefirst period (2000-2006), the gap between society and the political
elite became even wider; the still unresolved social and economic problems (particularly in the South)
added to the already obvious political crisis and ended in asocia upheaval.

TheMarch 2005 events and confrontation that camein their wake between the president and the
opposition werethe products of the struggle for power and property. Thetransfer of power and regime
change became too complicated and even dangerous and required a long period of transition to be
completed.

Democracy in Kyrgyzstan is superfluous—the society remains devoted to the pre-Soviet (clan
system) and socialist (collectivist) normsand principles. The democratization processis slowed down
by the mounting informal relationships in the political and socioeconomic spheres (the clan system
and tribalism being the most typical of them). They make compromises and agreements between the
elites and other groups next to impossible.

The stability and ethnic consolidation needed to move toward democracy have not yet been
achieved, whilethere are persisting problems of center/periphery and South/North interaction; crim-
inal and religious groups pursuing their own aims do not add stability. In the last 15 years, the legis-
|ative and executive branches have frequently been in conflict.

To prevent revolutionary upheaval s, which aretoo costly for any society, the state should aban-
don the legal norm of off-term presidential elections® and create mechanisms of power transfer to
finally achieve abalance of power and social stability. The system of institutions should beimproved
to be able to promptly respond to mounting conflicts and prevent them. In fact the country needs a
national idea as an instrument of social consolidation.

Stability of the political system requires accelerated unification of partiesinto blocs and coali-
tions; the process might be encouraged by anew law on partiesand public movements. Thislaw should
specify theregistration conditions with the Ministry of Justice (size, local branchesin all regionsand
districts) and establish abarrier of 5 or 7 percent, which will weed out the parties based on the prin-
ciples of tribalism or clientage and will help the parties based on genuine social interests and ideas.

% Life has shown that political regimes that permit off-term elections are less stable.
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The political aspect of the democratization processis closely connected with the culturological
approach, which meansthat traditional values should be taken into account; modernization should be
rooted in the country’ snational and cultural specifics. All ethnic and regional groups should curb their
special intereststo reach a consensus. Traditional culture isacollectivist culture. We should always
bear in mind that tribalism may undermine the state’s stability and integrity.

The experience of the Kyrgyz Republic has demonstrated that ademocratic transitionishardly
possiblein countrieswith low economic development level swhere the market or its elementsand
acivil society are still undeveloped. Disagreements among the political elites and between the
South and the North and their ethnic communities prevent a move to the next democratization
stage. The main political forces should seek a consensus on the strategy of social reforms and
find it.

ARMENIA:
ON THE THORNY PATH
TO INDEPENDENCE

Edik MINASIAN

D.Sc. (Hist.), professor,
deputy dean of the History Department
at Erevan State University
(Erevan, Armenia)

tion. During their multi-century history, the Armenian people have lost and restored their state-

hood many times. Thisalso happened at the end of the 20th century, when aThird Republic was
set up in Armenia. It was not only formed on the basis of the First (1918-1920) and Second (1920-
1991) republics, but also becametheir legal successor and heir. After existing for two and ahalf years,
the First Republic laid the foundation for the Armenian state of the most recent period, essentially
ensuring, albeit inimperfect form, its existencein the form of Soviet Armenia, which sometime later
became part of the Transcaucasian Federation, and later of the U.S.S.R.

Asaconstituent of the Soviet Union, the republic achieved significant successin almost al ar-
eas of social and economic life. It acquired a developed industry, agriculture, and culture, but it did
not and could not become, a politically and economically independent, free national state. At the end
of the 1980s-beginning of the 1990s, the U.S.S.R. fell apart as the result of the tempestuous devel op-
ment of political processes, and Armenia, along with the other Soviet republics, became independent,
which was legislatively enforced on 21 September, 1991 by the results of a national referendum.t A
presidential form of rule was introduced in Armenia.

T he establishment or restoration of independence is the cherished desire and dream of every na-

1 See: The Republic of Armenia, 24 September, 1991.
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In a short time, the Republic of Armenia (RA) acquired universal international recognition,
became amember of the U.N., and established diplomatic relationswith many countries of theworld.
At thistime, the RA, like other post-Soviet republics, encountered the need from the very beginning
to carry out significant changes throughout the system. These reforms encompassed all areas of soci-
ety’svital activity (political, economic, legal, social, cultural) and were very far-reaching and deep-
cutting in nature.

Carrying out such transformationswas unprecedented in its scope for the world community, that
is, no other state had yet to resolve such major problems, and this meant there was no corresponding
experience. In order to build a democratic, law-based state, it was necessary, in addition to carrying
out political reforms, to proportionally and correctly develop different branches of the economy, re-
placeineffective management mechanismswith more effective market ones, and modernizethe struc-
ture of the economy, adapting it to the needs created by the new economic system and producing goods
and services that were competitive on the world market.

But those countries that encountered the inevitable need to conduct reforms had very littletime
to carry al thisout, sincethe collapse of the former economic system led to adecrease in the produc-
tion volume and a drop in the population’s standard of living.

Analyzing the course and results of the reforms conducted in the RA over the past 15 years, we
cometo the unequivocal conclusion that despite the obvious positive shifts, it might have been possi-
ble to achieve more, which did not happen for several objective and subjective reasons.

The formation of market relations can be considered one of the main results of the socio-
economic reformsin Armenia. The governmentsthat followed each other in close succession lib-
erated prices and foreign trade, introduced a domestic monetary unit, and created new market
structures (abanking system, consultative, insurance, and auditing companies, aswell as compa-
nies acting on the security and real estate market) with acertain amount of success. Asaresult of
the continuing changes in the state governance system, entirely new customs and tax bodies, a
price policy for state purchases, and special institutions regulating the civil service system were
formed, whilethe activity of the state administration hierarchy was adjusted to meet the demands
of the market economy.

Thanksto thereformsin thejudicial-legal sphere, the formation of anew judicial system was
completed and new laws and codes were adopted. At present, new civil and criminal codes arein
effect, numerouslaws and legisl ative acts have been adopted for regul ating the activity of the budg-
et, tax, and banking systems, as well as of various organizations. Widespread privatization has led
to the production of the private sector constituting the main part of the GDP. Structural changes
have also occurred in power engineering. The national monetary unit, the dram, remained stable,
and the budget deficit and inflation became manageable. The reformsin the social sphere—educa-
tion and health care—were carried out with varying success. Introduction of a system of family
benefits was an important step from the viewpoint of rendering assistance to the low-income strata
of the population. Significant investments were made in the production structures (mainly in the
form of creditsand donations) for restoring the disaster zone and devel oping and modernizing power
engineering, motor roads, irrigation and drinking water systems, and communications. Private (in-
cluding foreign) investments were made in the republic’ sindustry, particularly in the mining-met-
allurgical, chemical, and pharmaceutical branches, in the processing of precious metals and gems,
in the food and the light industries, and so on.

Beginning in 1994, thanks to the above-mentioned reforms and investments, the RA registered
an average annual economic increase of 5.9%, in 2001 it was 9.6%, and almost the same figure was
recorded in 2005.2

2 See: The Sociopolitical Stuation in Armenia, January-December 1994, Erevan, 1994, p. 8; The Sociopolitical Sit-
uation in Armenia, January-December 2002, Erevan, 2002, p. 141.
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But, despite all of this, during the past 15 years, the Republic of Armenia has been unable to
restore the level of socioeconomic development and standard of living of the population that existed
during the pre-perestroika period. More than half of the country’ sresidents are considered extremely
poor, and the polarization of personal incomes is the highest among the former U.S.S.R. republics.
Thebenefitsand pensions granted by the state are approximately 8-fold lower than the cost of thefood
basket and minimum subsistence level. According to official statistics, the average monthly wage of
those employed in production reaches a mere $43.2 According to some researchers, the number of
unemployed is approximately 30-32% of the able-bodied population.* The funds allotted by the gov-
ernment for education, public health, culture, and science have been drastically cut back, which has
resulted in immense detriment to these spheres, particularly with respect to the quality of services
rendered and the extent to which they reach all those in need of them.

Nor have any dramatic changes been noted in the sectoral structure of the economy, or in the
competitiveness of goods on the world market. The volume of exportable production dropped 15-fold
compared with the pre-transition period,®> and the export structure has drastically changed, the main
part of which consists of non-labor-intensive low-value added goods. But along with this, the signif-
icant increase in foreign deliveries and volume of foreign investments observed in recent yearsin-
spiresthe hope that positive structural shifts have begun in the economy that will lead to the devel op-
ment of those branches with internal reserves in export.

In thisway, despite the efforts aimed at carrying out socioeconomic reforms, Armeniaremains
apoor country with agreat many unresolved socia problems.

In order to correctly assessthe results of the changes that have occurred during the period under
review, the objective and subjective reasons for the difficult socioeconomic situation that has devel-
oped must be identified, and those shortcomings and errors pointed out that gave rise to the current
situation and made it impossible to rapidly overcome the difficulties of the transition period. In par-
ticular, cooperative production ties were destroyed in one fell swoop, and export channels were cut
off; theeconomy and society found themselvesin aprofound crisis. To these problemswe can add the
war, blockade, 1988 earthquake, migration, to nameafew. There are objective and subjective reasons
for the crisis that developed. Among the former, which caused a profound slump in the economy and
slow restoration of its pre-transition level, we can single out three (apart from the earthquake and
consequences of the war).

1. No one expected so many drastic changes, and the country proved unprepared for them. As
aresult of therapid collapse of the U.S.S.R. and Russia' s, our main trade partner, use of shock
therapy for carrying out the economic reforms, Armeniafound itself faced with the need to
carry out large-scal e economic transformations. At the beginning of the 1990s, the ruble quickly
became devaluated; under conditions of state control over prices, basic necessitiesdisappeared.
But whereasin the Russian Federation and several Eastern European countriesrather detailed
and lengthy preparations were made for the reforms, the new authoritiesin the RA were un-
able to carry out such a high volume of work, which resulted in the transformations begun
being incomprehensive and inconsistent, that is, the political changes in the U.S.S.R. took
place so quickly that Armeniadid not have timeto comprehensively prepare for carrying out
thereformsrequired by these changes. Thiswasalso hindered by thefact that the country was
in an actual state of war with Azerbaijan.

2. There were not enough resour ces for successfully carrying out a large number of struc-
tural changes. The abrupt slump in the Armenian economy and its subsequently slow re-

3 National Archives of the Republic of Armenia, rec. gr. 119, inv. 15, f. 53, sheets 1, 21.
4 See: Armenia-2001. Statistika, Erevan, 2001, p. 21.
5 See: Foreign Trade of the Republic of Armenia, 2000. Erevan, 2001, p. 13.
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covery were caused by theindustrial nature of the latter and its complete dependence on
the market of theformer U.S.S.R. In 2001, the volume of industrial production amounted
to only 55% of the 1990 level.® The loss of foreign markets led to significant structural
changes in this sphere. As aresult of the collapse in the integrated economic space and
payment system, reduction in the production volume, as well as the formation of a new
competitive environment in all the republics, not only did production but also export
volume drastically decrease in Armenia. In 1993, in keeping with the official dollar ex-
change rate to the ruble, the export volume dropped almost 40-fold compared to 1988,”
and, what is more, the largest part of export constituted production from four branches:
thefood, thelight, the chemical, and the machine-building industries. Not oneindustrial
enterprise was ready for such an abrupt change in the situation, the mechanism of guar-
anteed sales was no longer effective and the industries mentioned were supposed to find
sales markets themselves. Adaptation to the new conditions required afair amount of time,
since new knowledge and structures, qualitatively new employees, and, more important,
an increase in the competitiveness of the goods produced were needed in order to organ-
i ze production management and salein the new situation. Large amounts of resourceswere
needed to carry all thisout and achieve success on the foreign market. Even those enter-
prises at which relatively new equipment and more or | ess contemporary technology was
used were unable to quickly adapt to the new situation. Asfor reserves, the economy did
not have any. Enterprises could not maintain even their circulating assets (high interest
banking loan rates made it impossible for enterprises to use them). Financial resources
did not become available for enterprises until after the seventh year of the reforms, when
international organizations began putting the first credit programs into practice and for-
eign investmentsin the economy gradually began to grow. The above-mentioned factors
promoted a significant increase in export volumes beginning in 2000. Under the new
conditions, it was necessary to form a corresponding environment for the activity of en-
terprises, as well as preserve a stable domestic political situation, which, unfortunately,
was impossible to accomplish in the RA.

The contested results of the 1996 presidential election, the change of power in 1998,
as well asthe October events of 1999 and the destabilization of the political situation that
followed it led to frequent changesin government and, consequently, to aslowdown in the
rates of socioeconomic reformin all the spheres. As aresult, despite the economic growth
noted in the past few years, no positive shiftsin the standard of living of the impoverished
strata of the population have occurred, not to mention the “reverse processes.” Regardless
of the fact that a strategy aimed at economic reforms continued to develop, the domestic
instability, deterioration of the social status of the people, and other circumstances reign-
ing in the country led to an increase in protest against the reforms in various strata of the
population and to an intensification of the domestic political struggle for power, which
caused the formation of aweak and impotent system of state administration. After creating
an unhealthy situation in the power structures and society, thissituation (particularly under
the difficult social conditions) made it impossible to concentrate on the consistent imple-
mentation of socioeconomic reforms. Official powers began to be abused for the sake of
personal and group interests to the detriment of the state and the broad masses; embezzle-
ment of state property and bribery increased in the civil service; asthe result of the patron-

6 See: Ekonomicheskiy rost v usloviiakh spravedlivogo raspredelenia. Vybor ekonomicheskoi politiki, napraviennoi
na sokrashchenie bednosti, Erevan, 2002, p. 4.
7 See: Promyshlennost’ v 1990-1997 gody, Erevan, 1999, p. 7.
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age of various state bodies, the shadow economy swelled to enormous proportions; and access
to carrying out economic activity was made more difficult. Under these conditions, various
power bodies merged with new structures. groups formed that used the state’ s potential to
meet their narrow, clan interests. The lack of fair economic and political competition, mo-
nopolization, and abuse of power became the main waysin which certain strata of the pop-
ulation became rich or impoverished. This also promoted an increase in the inequality of
social groups, some of which, after concentrating power and wealth in their hands, slowed
down the further course of the reforms, since otherwise they would have been deprived of
their source of wealth. Consequently, the frequent manifestations of instability and the
unsophisticated system of state administration madeit impossiblein the difficult socioeco-
nomic situation to consistently carry out political and socioeconomic reformsand prevent-
ed the devel opment of the private sector, asignificant increasein theinvestment of foreign
funds, and the implementation of structural changes.

. The economic blockade. As aresult of the latter, freight shipments linking the RA with its

main trade partners (Russia, as well as Turkmenistan, Ukraine, and other republics of the
former U.S.S.R.) became much more expensive. This was a serious blow to the competi-
tiveness of Armenian goods. The blockade is still having a negative effect both on the
implementation of domestic economic reforms and on the export volume. Thelatest results
of the studies carried out by the World Bank with respect to the factors preventing regional
cooperation show that opening the borderswith Azerbaijan and Turkey will makeit possi-
ble to reduce transportation costs by 30-50%, double the export volume, and increase the
GDP by 38%.8 Those advantages that Armenia has because of its geopolitical location at
theintersection between highways and other supply lines have essentially turned into afactor
hindering economic development, due to the unfavorable political situation and the block-
ade by the two countries mentioned. The socioeconomic situation that has developed at
present is, of course, caused not only by the objective circumstanceslisted. Impressiveindices
of economic growth and an increase in the population’s standard of living could have been
achieved even in the situation described if subjective factors had not played their decisive
role and subjective errors had not been made.

1) Thereformsin Armeniawere not carried out comprehensively and consistently and the
question of control over their quality and efficiency was not constantly raised. In con-
trast to the states that chose shock therapy for carrying out their reforms (for example,
Poland and, partially, Russia), liberation of prices and foreign trade were not accompa-
nied in the RA by financial stability, macroeconomic balance, and widespread privati-
zation. Shock therapy was essentially not used in Armenia comprehensively, since this
method ismainly aimed at the rapid achievement of financial stability and convertibility
of the national currency, replenishing the budget deficit, reducing inflation rates and
bringing inflation to a standstill, preserving a manageable situation, and creating cur-
rency reserves, which is made tangible by liberating pricesand foreign trade. In order to
ensure structural changesin the economy and economic growth, this process should also
be accompanied by the formation of aprivate sector and the organizationsthat serviceit.
Thiswas possiblein two cases:

a) if the RA, after preparing a corresponding reform program and possessing the neces-
sary resources, introduced its own monetary unit;

8 See: Bankovskiy vestnik, Central Bank of the Republic of Armenia, Erevan, December 2000, p. 17.
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b) if a corresponding agreement were reached with Russia and both countries carried out
the same policy. But at the beginning of 1992, Armeniawas not ready to take either of
the above-mentioned steps.

Thenew authoritiesdid not carry out any reliable preparatory work inthisarea, since
they hoped that, by remaining in the ruble zone, they would be ableto retain their econom-
ictieswith the Russian Federation and other constituents of theformer U.S.S.R. for along
time to come. However, thiswould only have been possible if Armeniacarried out a pol-
icy coordinated with Russia in monetary and foreign economic spheres, which did not
happen at that time.

2) The socioeconomic reforms being carried out in the RA were amechanical transfer of the

processes going on in a particular state, whereby without taking local features and tradi-
tionsinto account.

Without a clear program of action and ignoring the management and administration
experience accumulated over decades, the organizations and individualsin power strove
in onefell swoop to resolve difficult issuesrelating to the transfer from autocracy to mar-
ket relations.

3) Land privatization began without any serious preparation. Without taking into account the

needs of thefarmers, universal decollectivization wascarried out at breakneck speed. More
than 900 collective and state farmswere eliminated and approximately 320 thousand indi-
vidual farms were formed on small land plots, the number of which reached a million.®
Even highly productive farms with a solid base were destroyed. As a result, plough land
and heads of cattle are decreasing with each passing year; many farmershave given up their
dream of having private property, left their homes, and emigrated.

It should be noted that there are still collective and state farmsin most former Soviet
republics. Their potential wasintelligently used to organize agricultural production. Even
such aland-rich country as Russia has not yet transferred to large-scale privatization.

Duetothelack of skillsof the Armenian statesmen, the absence of alegidativefield,
and thelack of management, the main agricultural valuables (land, mechanisms, buildings,
processing plants) have gone for a song to chance people who have absolutely nothing to
do with agriculture, but who have established strong tieswith the authorities. Subsequent-
ly, after “coming to,” the state tried to settle the problems of agriculture and farming by
means of certain legislative acts, but the damage done was so great that it was impossible
to achieve the anticipated result. Farmers, | eft to their own devicesand without protection,
lost faith in the government, became disillusioned, and abandoned their dream of obtain-
ing their own farm.

4) The desire to be first led to industry being privatized in an even more disorganized and

unplanned way. After acquiring independence and being deprived for objective and sub-
jectivereasons of raw materialsand energy, someindustries stopped functioning. The RA,
which had the highest level of industrial devel opment among the former Soviet republics,
found itself at the lowest level in the mid-1990s. Privatization of this sphere was also car-
ried out at breakneck speed, which proved more destructive than creative for industry that
had been relatively developed in the past.

The privatization of small structural unitswent quite smoothly. Asfor largeindus-
trial enterprises, the government created conditions whereby they went for asong to the

9 See: Ekonomika, Vols. 1-3, Erevan, 1999, p. 29; Satistical Yearbook of Armenia, 1993-1994, Erevan, p. 129;
National Archives of RA, rec. gr. 113, inv. 165, f. 448, sheet 13.
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relatives and acquaintances of high-ranking leaders. The organizational chaos resulted
in 8% of thefamilies(clans) in Armeniapossessing 90% of the privatized facilities. Many
expensive enterprises were sold as scrap metal to other states, and no one bothered about
putting the rest into operation. This led to a collapse in the economy and an increase in
unemployment. It was also the main reason for emigration, which was encouraged by the
authorities.

5) Some reforms were carried out in the credit and banking spheres aimed at bringing them

into harmony with the demands of the times, but even here there was appropriation of large
amountsof credit and personal funds, which oftentook place under the cover of high-ranking
officials. In fact, reform of the monetary system weakly promoted the strengthening and
devel opment of medium and small businesses. Despite the fact that awhol e series of deci-
sions were made in this area in the future, the medium producer was not the main figure
and had little effect on both the devel opment of industry or on reducing the level of unem-
ployment and its elimination. Unableto ensure the devel opment of production astheresult
of privatization, the state began to pay more attention to improving tax mechanisms and
replenishing themain part of the budget with legal andillegal taxes. It essentially improved
itsfinancial position at the expense of the small and medium producer, willy-nilly patron-
izing the shadow economy and promoting an increase in polarization.

6) The government’sroleis of course extremely important in the transition period and in

the contradictory and difficult conditions of economic and sociopolitical reforms. After
therepublic gained itsindependence, Armenia’ s bigwigs, anong whom were many peo-
ple who took their posts by chance, tried to copy the structure and work methods of the
state apparatusin devel oped European countries, forgetting that these states have a sta-
ble production market, legal field, and so on, formed over the span of centuries. Such
attempts did not take into account the RA’ s specific conditions and at best ended in the
adoption of empty general socioeconomic laws, mechanisms for the implementation of
which were not even drawn up. Democracy and market relations are not permissiveness.
Privatization that turned into all-out robbery and market relations that took the form of
a street bazaar could not help but have destructive consequences. By encouraging the
expansion of commercial ties, the state did not concernitself with selling industrial pro-
duction, augmenting production, and reducing the import of goods that have exceeded
their expiration date. What is more, foreign merchants accounted for alarge percentage
of the employees on the republic’ s markets, while the army of the country’ s own unem-
ployed grew from year to year.

7) During the Soviet era, theinterests of all the strata of the popul ation were protected by the

state’s strong social policy, in an organized way and in keeping with a certain program.
During the years of sovereignty, Armeniawas declared a social state, but a targeted pro-
gram for protecting the interests of every category of citizens was not drawn up. Mecha-
nisms for protecting society’s interests were not launched in this area either, particularly
with respect to its disabled strata and invalids. The social reforms carried out did not help
to resolve the population’ s main and vitally important problems. The RA government has
done essentially nothing to regulate labor relations and draw up work contracts between
employersand hired workers, and all of thisisonly leading to an increasein the number of
unemployed. A market of labor resources has essentially not been formed, republican and
regional employment programs have not been drawn up, there is no special information
about the movement of manpower; the creation of jobs is nothing more than figures on
paper. The state has essentially been unableto alleviate the polarization of society by means
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of aplanned policy, or reduce the difference in income between the poor and therich. It is
strange, to say theleast, that pensioners and employees of the budget organizationsare, in
addition to refugees and the unempl oyed, among the very poorest group of the popul ation.
Where isthe state’ s social policy? The fact that in 1990-2001, 1.3 million people | eft the
republic (including refugees from Azerbaijan), only an insignificant number of whom re-
turned to their homeland, isaresult of the helplessness of thispolicy.l® The authorities do
not understand the ethnic consequences of mass emigration, whichinturnishaving aneg-
ative effect on the country’s socioeconomic devel opment.

8) The socioeconomic crisis that developed after independence was declared also had a de-

structive effect on public health, science, and education. The annual decreasein state sub-
sidiesand paid services deprived the impoverished majority of the population of accessto
these spheres, which had a negative effect on the activity of scientific and educational in-
stitutions.

Soviet Armeniawith its potential of scientific personnel and level of scientific devel-
opment always occupied an advanced position inthe Soviet system. Thea most 22,000-strong
army of Armenian scientistsenjoyed recognition in many countries of theworld, but the dif-
ficult economic situation and loss of scientific ties upturned the material-technical base of
efficient scientific research during the years of sovereignty. The republic was unable to en-
gage in resolving problems that no longer had any customers. As a result, the number of
researchers decreased by approximately 3.8-fold and reached 6 thousand.™* Findingitself in
anoverall crisis, the government underestimated the role of science, did not understand that
itisnationa property, and was unableto create suitable conditionsfor its development. The
miserly salary white-collar workers earn has forced many of them to leave their jobs and
emigrate to other countries. Not until the end of the 1990s were severa stepstaken aimed at
strengthening the material-technical base of science—the use of foreign grants and resourc-
esfrom various foundations. Scientific relations with the diaspora have expanded.

Themain institutions engaged in training researchers are higher educational establish-
ments where many attempts at restructuring were undertaken during the years of independ-
ence. By ignoring the rich and positive experience accumulated over the decades, changes
began to beimplemented that mechanically brought the existing system of higher education
closer to Western standards. Under the conditions of chaos, several dozen private universi-
ties and colleges were created in which the teaching level |eft something to be desired. At
present, the first steps are being taken to establish control over their activity and render as-
sistance in building up those that are indeed hel ping to advance the education system.

Theadoption of the laws On Education and On Higher and Post-Graduate Education
have made a great impact on regulating the problems in the development of this system.
Thedecisionto switchto athree-stagetraining system consisting of aBachelor’ sprogram—
incomplete higher education, atwo-year Master’ s program, and the training of high-level
specialists and postgraduate students, adopted by the government on 12 June, 1992, was
aninnovation. In 1995, several higher education institutions and, in 2005, almost al high-
er schools of learning transferred to this education system. Specific steps are being taken
to increase the independence of higher learning institutions and strengthen ties between
higher learning institutions of the republic and scientific and educational structuresabroad.

Inthefirst years of sovereignty, the need arose for developing principlesto create a
national school called upon to bring up studentsinthe spirit of national traditionsand carry

10 Seer Armenia-2001, p. 13; Nishcheta i demoktratiia v Armenii, Erevan, 2000, p. 72.
11 See: Znamia, Iss. 3, February 1999, p. 18.
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out teaching on the basis of the latest achievementsin science and technology. Several steps
weretaken inthisdirection: education in this school wasliberated from the pressure of the
Communist ideology, during the years of independence work was carried out to change
the curriculum, and basic and alternative textbooks were published.

Despite the shortcomings, introduction of the system of family benefits has become
asignificant event from the point of view of rendering aid to low-income members of the
population.

9) Deprived for more than 10 years of targeted ideological influence, cultural life has expe-
rienced areal crisis. Western values are constantly penetrating and becoming incorporated
into different spheres, on the one hand, while the ideas formed during the years of Soviet
power are still largely in effect, on the other. What is more, it is obvious that certain na-
tional values are beginning to undergo reconsideration. After independence was declared,
ideological frameworks were eliminated in Armenia that restrict the development of the
national culture, great opportunities have appeared for free creativity, but not until 2000
was a state conception devel oped according to which the preservation of the cultural her-
itage and assistance to artistic creative progress were envisaged.

In this way, the attempt to analyze the 15-year history of the development of the Republic of
Armenia brings us to the conclusion that the difficulties of the transition period might not have been
not so extensive and destructive if the government had carried out a scientifically substantiated soci-
oeconomic policy, taking into account the country’s specific features. Of course, objective reasons
can begiven (thewar in Nagorno-K arabakh, the blockade, and so on), but the RA leadership wasunable
to aleviate these problems in a more flexible and subtle way. Along with al this, the achievements
relating to preventing atotal collapsein the economy, strengthening the defensibility of the state, and
enhancing the development of sociopolitical life, as well as other areas show the real potential of a
nation that follows the path of independence.

GEORGIA'S FUEL AND
ENERGY COMPLEX
AFTER INDEPENDENCE

Demur CHOMAKHIDZE

D.Sc. (Econ.), professor,
scientific consultant for the National Regulatory Commission of
Georgia’'s Power Industry
(Thilisi, Georgia)

Georgia sfuel and energy complex (FEC) and | acterized during this period of time and a brief as-

T hisarticleanalyzesthedevelopment trendsin | Theratesand dimensionsof their progressare char-
itsindividual branchesover thepast 15years. | sessment isgiven of how thecomplex operates, both
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inthepast and during theyearsof independence. An | ento the export-import of energy resources, aswell
analysisiscarried out of individua typesof energy | as to the degree the country’s demand for them is
resources. In so doing, particular attentionwasgiv- | being satisfied by local resources.

Brief Excurson
into History

Thefuel and energy complex isalarge multi-branch national economic system that playsalead-
ing role in forming society’s material and technical base, accelerating scientific and technological

Table 1

Main Development Indices of Power Industry in 1960-1990*

/ Installed Capacity at Electric Power Generation,
the End of the Year, thou. kW million kWh
Years
L | ] |
1960 66.84 3,702.0 2,223.0 60.05
1965 1,584 778 49.12 6,042.4 2,792.0 46.21
1970 2,064 788 38.18 8,964.0 2,642.0 29.47
1975 2,708 1,122 41.43 11,603.4 2,564.0 22.10
1980 4,155 2,558 61.56 14,687.4 6,410.0 43.64
1985 4,389 2,688 61.24 14,421.3 6,243.0 43.29
1986 4,385 2,688 61.30 14,570.8 6,056.0 41.56
1987 4,391 2,688 61.22  14,549.7 4,693.0 32.25
1988 4,412 2,733 61.94 14,599.7 7,748.0 53.07
1989 4,412 2,733 61.94 15,8245 8,787.0 55859
1990 4,522 2,732 60.42 14,238.0 7,594.0 53.34
( 1990 in percentage of )
1960 464.3 419.7 —-6.4 384.6 341.6 —-6.7
1970 219.1 346.7 22.2 158.8 287.4 23.9
\\1980 108.8 106.8 -1.1 96.9 118.5 9.7//

1 Compiled on the basis of data of the Georgian Statistics Department.
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progress, forming the necessary prerequisites for improving operating conditions, and raising the
population’s standard of living.

Themain branchin the complex isthe power industry, whichisthelife-supporting and blood-
supplying system of the economy’ s entire complex organism. During the last 30 years of Soviet pow-
er (1961-1990), serious quantitative and qualitative shifts occurred in the development of Georgia's
power industry: the installed capacity of all types of power plants and electric power generation have
grown 4.6- and 3.8-fold, respectively (see Table 1).

The building of power plants was particularly intensive between 1961 and 1980, when the
Ortachal hydropower plant (1961), the Thilisi State Regiona Power Plant (ThilGRES), the Khrami-2
hydropower plant (1963), the sixth unit of the thermal power plant of the Rustavi Metallurgical
Plant (1962), three stages of the Vartsikhe hydropower plant (1977-1980), new units at the
TkvarcheliGRES (1977), and the thermal power plant of the Batumi Oil-Refining Plant (1977-
1978) were put into operation. Asearly as 1970, thetotal capacity of all of Georgia’ spower plants
amounted to morethan 2 million kW, and in 1980 to 4,155,000 kW. In 1980, 14,687.4 million kWh
of electric power were produced, which was more than four-fold higher than the corresponding
index for 1960.

Whereas before 1960, Georgia’ s power industry was largely devel oped by assimilating hydro
resources, in subsequent years, the picture changed and thermal power plants cameto thefore. This
occurred in 1965 when these enterprises accounted for 50.9% of the installed capacity and 53.8%
of the electric power generation. In 1970, for the first timeinits history, the republic had a positive
power balance and even delivered its electric power to other republics. The increase in the latter
reached its peak in 1980 (1,743.8 million kWh). By this time, the structure of capacities in Geor-
gia's power industry was as follows: thermal power plants accounted for 38.4% and hydropower
plants for 61.6%. Electric power generation at hydropower plants amounted to 43.6% and at ther-
mal power plants to 56.4%.

In subsequent years (1981-1990), electric power generation remained at almost the same level,
while consumption quickly rose (by 0.5 million kWh on average per year), with respect to which the
power shortage also noticeably increased. In 1988, the power shortage amounted to 3.6 billion kWh
in the republic. Thisfigure was arecord for Georgid' s entire history. In the period under review, the
power balance was in the red.

In 1990, the republic was 3.2 billion kWh of electric power short and could only satisfy 81.6%
of the demand. But even thislevel could not be realist, since thermal power plants supplied with fuel
from the outside accounted for 46.7% of the electric power produced in 1990.

Georgiais traditionally supplied with natural gas from other countries. Efforts to gasify
therepublic beganin 1956. At the end of 1959, Thilisi received natural gasfrom Azerbaijan. The
throughput capacity of the main gas pipeline amounted to 1.8 bcm a year, and to 4.6 bcm after
reconstruction.

From the very beginning, Georgia sgasification was carried out at arapid rate, dueto which the
pipeline capacity and gas resources proved insufficient. New sources of gas supply had to be found.
The Vladikavkaz-Thilisi gas pipeline was built and put into operation in 1963. In 1970-1978, Iranian
gas was delivered to the republic. Since November 1978, gas supplies from Iran stopped due to the
political events that took place in this country. The Vladikavkaz-Thilisi gas pipeline was in need of
reconstruction, which began in 1985 and was completed in 1991. The annual throughput capacity of
the route reached 20 bcm.

Dueto this, the Transcaucasian republics (including Georgia) “ switched” to gasfrom Turkmen-
istan. At thistime, Georgiawas one of the advanced countriesin terms of gasification level. Gaswas
supplied to 48 cities, 230 villages, 600,000 apartments, some 800 industrial and agricultural enter-
prises, 1,500 bailer installations, and 2,000 public utility facilities. Ten thousand kilometers of gas
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pipelinewerelaid: 2,000 km of main and 8,000 km of distribution network. In 1989, gas consumption
in Georgiatopped 6 bcm, which amounted to 60% of the country’s fuel balance.?

At one point, increasing coal production was regarded as a priority for Georgia s industry. At
theend of 1990, thisbranch accounted for 20% of the gross output, 79.6% of the employees, and 53.4%
of the cost of the basic production assets of the fuel industry. Coal production has acentury-long his-
tory inthiscountry. Theindustry demonstrated itshighest index during itsentire development in 1958
when 3,014,000 tons of coal were produced, which isthree-fold higher than the 1990 level. Thiswas
because the post-WWII years saw the most intensive construction of coal enterprises. Pig iron and
steel appeared and were developed in Georgia at thistime.

The coal industry was extremely important for the progress of other industries as well. It sup-
plied ferrous metallurgy with processfuel, and the power industry with power-generating coal . Geor-
giawastheonly republicinthe Transcaucasusthat had its own coal industry and met itsown needsfor
this process and power-generating resource to a certain extent.

In 1990, Georgia produced 956,000 tons of coal, 655,000 tons of which (or 69.6%) came from
the Tkibuli, and 290,000 tons (or 30.4%) from the Tkvarcheli mines.

For tenyears, therepublic’ sannual oil production fluctuated within the range of 20-30,000 tons.
Thesituation drastically changed in 1974-1975. In 1974, 44,000 tons of oil were produced, and ayear
later, thisfigureincreased almost 6-fold. In 1974, two fields were discovered near Thilisi—the Sam-
gori-Patardzeuli and Shromisubani-Tskaltsminda. During deep drilling, other deposits were discov-
ered in Georgia. Oil production reached its peak in 1982 at 3,331,000 tons, which was almost 100-
fold higher than the 1960 level.

Figure 1

Production and Consumption of Fuel and Energy Resources in 1960-1990, thou. TCE
(ton of coal equivalent)®
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2 See: D. Chomakhidze, Energeticheskaia bezopasnost Gruzii, Thilisi, 2003, p. 122.
3 See: D. Chomakhidze, Energeticheskiy balans Gruzii, Thilisi, 2007, p. 341.
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In Soviet times, the oil-refining industry was represented by the Batumi plant—this enterprise
refined 4-5 million tons of oil ayear. On the whole, during the Soviet period, the branches of the
fuel and energy complex devel oped with varying success, but the demand for energy resourcesrose
much faster, causing the shortage to increase from year to year. An exception in this respect was
1980 (see Fig. 1).

Fuel and Energy Complex
in the Trangtion Period
(1991-2000)

Despite the problems in the power industry that have existed since Soviet times, independent
Georgiainherited a power base that was not very efficient, but relatively developed.

In 1990, 2,600 kWh of electric power was produced per capitain the republic, and 3,200 kWh
were consumed. Inthisway, asthese data show, the country experienced a shortage of electric power.
Since then, the generation of the latter has remained at the same level, and later it began to decrease.
In 1990-1995, electric power generation decreased by 50.3%, and consumption 2.2-fold. A drop in
generation was noted both at hydropower plants (by 16%) and at thermal power plants (9.5-fold). The
level of use of the existing capacities also dropped. In 1995, the total capacity of all power plants
amounted to 4,800,000 kW, while only 1,800 kW, or 28.7%, were in working order. The number of
hours of average annual capacity use also decreased.

Under these conditions, Georgia's power system was forced to operate under non-standard
emergency conditions, which had a dilapidating effect on the installment of the system. The repub-
lic's power industry has encountered new and extremely difficult problems. Repair work at electric
power facilities has essentially ceased dueto insufficient funds, and supplying power plantswith fuel
has become problematic. The power system could not satisfy the demand. Electric power metering
and collecting money for itsconsumption werein an even worse state. Electric power losses escal ated
out of all proportion. The energy crisis reached its peak. Economic destabilization, the violation of
executive disciplinein theindustry, the plundering of power facilities, the constant turnover of qual-
ified personnel, and other negative phenomena were obvious.*

Since 1994, electric power generation has remained at essentially the same level; it reached its
peak of 8,119 million kWh in 1999. Subsequently, its generation gradually decreased. It dropped by
half at thermal power plants, and increased by 23.3% at hydropower plants, but thisincrease could not
be considered realistic. In particular, in 1994, thelowest level of electric power generation during the
past 26 years was noted at hydropower plants: this year, 4,923 million kWh of electric power was
produced, which is the lowest index since 1979.

The decrease in generation had an impact on the country’ s el ectrification indices: this primarily
concerns per capitaelectric power generation (see Table 2)—over a span of ten years (1990-2000), it
dropped by 39.3%. In terms of thisindex, Georgia lags noticeably behind other states, including the
CIS countries.

The development rates of the republic’s power industry traditionally lag behind those of the
economy as awhole, including in the production sector. Thistrend was also manifested in the period
under review.

4 See: G. Tavadze, D. Chomakhidze, Prirodnye monopolii i ikh regulirovanie, Thilisi, 2005, p. 46.
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Table 2

Per Capita Electric Power Generation®

S D
1990 2,626.3 100.0
1991 2,452.8 93.4
1992 2,107 80.2
1993 1,898.7 72.3
1994 1,352.5 51.5
1995 1,399.1 53.3
1996 1,466.2 55.8
1997 1,491.4 56.8
1998 1,702.9 64.8
1999 1,723.6 65.6
\\2000 AL 5L 7 60.7 //

After 1990, gas consumption in Georgiagradually dropped, and in 2000 amounted to 1,094 mem,
that is, it dropped 5.5-fold compared with 1990.

Thewell-known phenomena of the past years had an impact on the gasindustry. Gas suppliesto
the country ceased for along time. During thefirst half of 1995 and 1996, Thilisi, like almost thewhole
of Georgia (apart from Rustavi and the Kazbegi District) found themselves without gas.

Thehalt in gas supplies aggravated the technical state of the gas plants, since gas pipelineswere
subjected to external corrosion, which began in earnest due to the instable supply of electric power;
whileinternal corrosion became an additional problem. During the instable period between 1991 and
1993, the corrosion protection installations were plundered, copper and other material sbeing removed
from them. The training of engineers and middle-rank technical personnel, aswell as of blue-collar
workers, was undermined. The emergency and accident prevention service left much to be desired.
The repair work done showed that 40-50% of the gas pipeline inspected needed to be restored. The
sections of the gas network damaged by corrosion were“repaired” inthetraditional way, by means of
their complete replacement. Thisis much more expensive than using the new technol ogies advanced
countries (Germany, France) make use of, for example, inserting a section of polyethylene pipeinthe
damaged steel network or attaching special film to the inside of the pipe.

Asaresult of all the above, gas consumption decreased from 6.1 bcm in 1989 to 0.9 bem (or
6.7-fold) by 1998, and if we do not take into account the large consignors (the power industry, the
chemical industry, the metallurgical industry), use dropped 15-fold. Of the 587,000 gasified apart-
ments, only 13.6% were supplied with natural gas.

Against the background of the economic crisis, the demand for coal dramatically dropped in the
period under review. The coal industry almost ground to a complete standstill. Coal production has

5 Compiled on the basis of data of the Georgian Statistics Department.

91

+



+

No. 2(44), 2007 CENTRAL ASIA AND THE CAUCASUS

been decreasing with each passing year, and by 2000 dropped to 7,300 tons. During the period under
review, it decreased by 40.9%.

During the first years of independence, the Georgian oil industry was in a piteous state. It was
poorly financed and did not have material and technical support. The need arose for forming joint
ventures with foreign companies. At thistime, oil production was being carried out by lorisveli joint
venture, Frontera | ntern-Georgia, the Georgian-British Company, and so on.

Development of the Fud and
Energy Complex
in 2001-2006

Electric power generationin 2001-2006 not only did not increase, but, onthe contrary, decreased
by 4.6%.

It stands to reason that its generation also decreased at certain power plants, including at large
ones, such as the Inguri hydropower plant, the Vardnili hydropower plant, the Lajanuri hydropower
plant, the Khrami-2 hydropower plant, and others. Between 2000 and 2005, generation dropped by
6%, 12.8%, 35.6%, and 44.5%, respectively (see Table 3). A record drop in electric power generation
was noted in 2001, when it decreased to 6,942 million kWh, which approximately amounted to the
1967 level, that is, in this respect, the country lagged by 38 years.

In 2000-2005, the drop in generation at hydropower plantswaslargely caused by breakdown of
the hydroturbine units. In particular, the K hrami-2 hydropower plant was out of operationfor 17 months
during 2000-2005, due to which the republic was unabl e to produce approximately 350 million kWh.

Due to the instable operation of the Lajanuri hydropower plant, the power system was short
approximately 200 million kWh of power. Due to the emergency shutdown of the hydroturbine units
(Vardnili hydropower plant No. 1, No. 2, and No. 3, Vartsikhe hydropower plant No. 2 and No. 5, the
four Shaori hydropower plants, and Gumati hydropower plant No. 3) and the breakdown of the hy-
draulic structures (the sluices of the Inguri dam, and so on), morethan 1 billion kWh of electric power
were not produced.

Theincreasein generation at thermal power plants was due to the relatively stable operation of
the 9th power generation unit of the Mtkvari-Energy Company and the 3rd unit put into operation. In
2005, the import of electric power rose by 16.7% (it was imported both from the Russian and the
Armenian power systems, amounting to 732.9 and 475.4 million kWh, respectively).

Theirrational use of water by hydropower plants had a negative effect on the results of thein-
dustry’s operation. For example, on 1 January, 2005, there were plans to accumulate water reserves
equivalent to 502 million kWh inthereservoirs connected to the hydropower plants. However, in actual
fact, only 277.7 million kWh of equivalent water were accumul ated for the hydropower plants, that is,
55% of the plan.

Thetechnical state of the power system’s plants can be evaluated by the following indices: by
the end of 2005, the total working capacity (of the 4,600 MW of all theinstalled capacities) amounted
to 1,766 MW, that is, only 38.4%. The data presented show that the technical state of the power-gen-
erating facilitiesis extremely alarming, and thisis aggravating the shortage, increasing the weighted
average tariff rates, reducing revenue into the budget, and negatively influencing the economy and
finances.

It is awell-known fact that the percentage of the Inguri hydropower plant is significant in the
entirestructureof al theelectric power produced. In 2005, itsgeneration amounted to 2,578.9 millionkWh,
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Table 3
Electric Power Generation in 2000-2005
(million kWh)®
7 \
NCES 2005
Indices in % of
2000 2001 2002 2003 2004 2000
Electric power
generation 7,446.0 6,942.0 7,0456 7,163.0 6,706.0 7,100.6 95.4
Including by:
Thermal power
plants 1,540.4 1,370.5 5135 635.1 813.2 1,030.6 66.9
of them:
TbilGRES 139.8 245.8 18.7 215 318.2 227.6
+1,520.1
Mtkvari 1,226.4 267.7 616.4 791.7 712.4 58.1
TbilTPP 20.3 4.3 — — — — —
Hydropower
plants 5,905.6 5,571.5 6,532.1 6,527.9 5,892.8 6,070.0 102.8
of them:
Inguri 2,742.6 23442 2,989.0 3,066.1 2,728.1 2,578.9 94.0
Vardnili 487.5 457.3 509.9 356.0 384.2 425.0 87.2
Lajanuri 194.6 186.7 134.0 216.0 86.3 125.3 64.4
Vartsikhe 665.7 657.1 840.7 738.0 606.6 674.0 101.2
Shaori 81.9 90.4 146.1 138.0 96.9 109.4 133.6
Dzevrula 109.7 70.9 1715 139.0 84.3 128.0 116.7
Gumati 176.6 184.4 181.9 181.2 204.3 203.0 1149
Rioni 267.5 259.2 226.6 290.0 288.8 296.0 110.7
Khrami-1 149.1 158.8 151.7 313.0 238.8 197.0 132.1
Khrami-2 228.3 239.8 210.4 104.0 3.0 126.6 5585
Zhinvali 292.9 362.2 476.1 353.0 437.9 402.0 137.2
509.2 560.5 704.6 633.6 733.6 804.8 158.1

\\ Others //
four (capacity of 920 MW) of thefive unitsat the plant (installed capacity of 1,300 MW) arein work-
ing condition, but only oneisin use, 110 MW of the 210 MW of installed capacity of which arein
operating order. The Vardnili-2, 3, and 4 hydropower plants have come to a compl ete standstill.

5 Compiled on the basis of data of the Georgian Statistics Department.
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In 2005, with the support of the Georgian government and Ministry of Energy, an entire series
of hydropower plants, thermal power plants, and the electric power network were restored (thanksto
the amount alotted from the state budget). All of this made it possible to raise the reliability of the
power system and ensure stable supply of consumers with electric power.

On the whole, due to the lack of financing for hydropower plants undergoing repairs, the utili-
zation rate of the installed capacity is very low, which is causing large water losses during flooding
and also theloss of cheap electric power. Asfor privately owned installations, it should be noted that
twenty hydropower plants were privatized in Georgia with a total installed capacity of 105.7 MW.
Their total installed capacity amounted to 37.7 MW at the end of 2005, that is, essentially onethird of
theinstalled capacity was used—35.7%. In 2006, another six hydropower plantswere privatized (the
Rioni hydropower plant, the Ats hydropower plant, the Shaori hydropower plant, the Lajanuri hydro-
power plant, the Gumati hydropower plant, and the Dzevrula hydropower plant), as well as the Ka-
khetian, Ajarian, and joint distribution companies.”

During theyears of independence, new power installationswere put into operation in the repub-
lic: first the Khadori hydropower plant with a capacity of 24 MW, and then a gas-turbine installation
with a capacity of 55 MW (with the prospect of doubling it).

Georgia’ s gas supply (as of 1 January, 2005) provided 32 enterprises with fuel, 3 of which (or
9.4%) are large, 14 (43.7%) are medium, and 15 (46%) are small. As for the service structure, the
large enterprises accounted for 72.2% of all the production, the medium for 23.2%, and the small for
4.6%. In 2005, the industry disposed of gas totaling 35.5 million lari, and it employed 3,200 people.
Compared with 2000, the production volumeincreased 3.8-fold, and the number of employeesby 33.3%.

The largest gas distribution company is the Thilisi Company (created in 1958); street gas
networks of 2,040 kmin length and costing approximately 4.8 million lari are kept inits account.
The company services 205,000 gasified apartments and 3,350 enterprises. Part of the gas pipe-
line (1.6%) ishigh pressure, 26.7% ismedium pressure, and 71.7% islow pressure. A joint-stock
company wasformed on the basis of the indicated structure. In 2006, the KazTransGaz Company
purchased Thilgaz.

Theail-producing industry currently operateson the basis of the existing fields, whereby some
of them have been in operation since 1930. According to experts, the current oil and gaswellsare on
the brink of exhaustion. Thisshowsthat thesefieldshavevery few possibilitiesfor increasing produc-
tion, although growth can still be achieved by using new technologies and methods. There are pros-
pects of finding new deposits.

Thedataon oil production for 2001—2005 are asfollows (in thou. t): 2001—98.8, 2002—73.9;
2003—139.7; 2004—97.6, and 2005—66.6, which is naturally not enough for resolving the existing
energy problems.

Thecoal industry could not reinforceitsfoothold on the energy resource market in 2001-2005 (with
respect to sale of its production). Theindustry isessentially runningidle. Coal productionintheseyears
amounted to the following (in thou. t): 2001—5, 2002—6.1; 2003—8, 2004—8.1, and 2005—5.1.

Georgiaisrich in non-traditional sources of energy (thermal waters, solar and wind energy),
but their use, asin previous years, remains at avery low level (see Fig. 2).

In 2006, 7,425 million kWh of electric power were produced in therepublic, whichis4.5% more
than the same index for 2005, and consumption amounted to 7,964 million kWh. There is no doubt
that the country has a deficit power system. Asfor oil production, it dropped by 4.7% and amounted
to 63,500 tons (compared with 66,700 in 2005).

Theincreasein electric power generation in 2006 was promoted by theincreaseinitsgeneration
at thermal power plants (by two-fold and more). In the indicated year, the gas-turbine installation

7 See: G. Tavadze, Ir. Kavtaradze, et. al., Regulirovanie energetiki. Teoriia i praktika, Thilisi, 2006, p. 192.
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Figure 2
Structure of Self-Produced Energy Resources (%)
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produced its first electric power (in avolume of 290,500 kWh). What is more, the generation of the
ThilGRES and the Mtkvari-Energy Company increased (2.1-fold and 61.3%, respectively).

In 2006, Georgia’ shydropower plantsproduced 5,321.6 million kWh of electric power, or 71.6%
of itstotal generation. Compared with 2005, it decreased by 12.3%; in particular, at the Inguri hydro-
power plant by 36%, at the Vardnili hydropower plant by 14.5%, at the Shaori hydropower plant by
38.8%, at the Khrami-2 hydropower plant by 6.4%, and at the Zhinvali hydropower plant by 3%.

Themain reason for the generation drop at the Inguri hydropower plant and Zhinvali hydropow-
er plant was that scheduled maintenance work was being carried out, which meant that these plants
were out of servicefor three months. In addition to this, the Khrami-2 hydropower plant stood idlefor
four months, and the Shaori hydropower plant and Dzevrula hydropower plant have not been operat-
ing for three months.

In 2006, therepublic’ s power system was characterized by adecreaseinimportsand alossof elec-
tric power inthe networks. Theindicated “losses’ fell to 1,404 million kWh (1.7% of consumption), and
imports decreased to 764.5 million kWh (or 1.83-fold). Despite the positive shifts, in 2006, an electric
power shortage was neverthel ess noted, which amounted to 682.1 million kWh, but the trend toward its
decrease was obvious. Compared with the previous year, the deficit decreased almost two-fold.

Conclusion

During the years of independence, the development of the country’s fuel and energy complex
has been unsatisfactory. There has been an obvious decrease in energy resource production (the situ-
ation in this sphere has only begun to improve in recent years).

95

+



+

No. 2(44), 2007 CENTRAL ASIA AND THE CAUCASUS

The research carried out showed that in the transition period (1991-1995), the production, as
well asthe consumption of fuel and energy were characterized by aslowing trend. At the current stage
(1996-2005), they are undoubtedly increasing; whereasin 1991-1995, the production of fuel and en-
ergy resourcesdecreased 2.3-fold, and their consumption 8.5-fold, in 1996-2005, therewas an increase
by 67.9% and 56.7%, respectively. Inthisway, atrend hasrecently been designated toward agradual
decrease in the deficit.

Georgiais not rich in fuel and energy resources, but the country does have reserves of these
resourcesto one extent or another: it has bituminousand brown coal, peat, oil, associated gas, thermal
waters, hydropower resources, and favorable conditions for using solar and wind energy.

This analysis has shown that despite its energy shortage, Georgia should make fuller use of its
local reservesin order to better satisfy its energy demands.

DYNAMICS OF ECONOMIC REFORM
IN POST-SOVIET KYRGYZSTAN

Lyudmila BAUM

Leading expert,
International Institute for Strategic Studies
under the President of the Kyrgyz Republic
(Bishkek, Kyrgyzstan)

of the U.S.S.R., the Kyrgyz Republic (KR) embarked on a parallel transition to ademocratic

system of governance and amar ket economy. In contrast to other CIS countries with sizea-
ble energy and other natural and labor resources, larger domestic markets and close proximity to
transportation arteries, the Kyrgyz Republic lacked such resources and conditions. In this context,
its choice of adevelopment option based on the model of asmall but “open” economy and highly
intensivereformsis quite understandable. The republic was obliged to implement amixed (conver-
gent) economic system whose basic principles are free enterprise, free market pricing and free com-
petition.

These radical economic transformations were launched and carried out in the conditions of an
unprecedented economic crisis. The breakup of the Soviet Union meant a disruption of cooperation
ties between economic agents, so that the activities of many enterprises were fully or partialy para-
lyzed. The loss of habitual markets and changes in the structure of domestic demand led to asignifi-
cant reduction in the gross domestic product (GDP), which fell by over 25%.

In order to overcome the systemic crisis, the republic’ s authorities took resolute stepsto lay the
groundwork for a market economy, which made it possible to create a private sector, set up a basic
market infrastructure and liberalize al the key prices (in 1992). Being the first CIS country to intro-
duce a national currency (in 1993), the republic managed to stop hyperinflation and, as a result, to
resume economic growth (from 1996).

T he post-Soviet period in Kyrgyzstan has been marked by dynamic changes. After the breakup
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Figure 1
Economic Dynamics During the Reform Period
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An analysis of market transformationsin the republic over the past 15 years and of their influ-
ence on macroeconomic dynamics allows usto identify anumber of stagesin the development of the
national economy.

Stage one (1991-1995) was marked by a sharp drop in production and household income cou-
pled with a rapid increase in the number of people living below the poverty line (over 50% of the
population), with inequality and hyperinflation, followed by initial macroeconomic stabilization, whose
first stage was a slowdown in inflation (1992-1995). Macroeconomic and structural reforms in that
period laid the foundations for market regulation of the economy. The need to ensure macroeconomic
stability was of crucial importance.

This stage was characterized by market transformationswhich created theinstitutional, legal and
regulatory frameworks for sustainable economic growth.

Economic reforms during the first period were mainly geared to:

m curb and stabilize inflation;

m ensure the stability of the national currency;

m reduce the budget deficit;

m restructure large loss-making enterprises;

m demonopolize some sectors of the economy;

m carry out the state privatization program;

m liberalize prices and foreign economic activity.

A liberalization of the domestic market in the republic first began during the existence of the
Soviet state, and by mid-1994 it was virtually completed. In that period, most priceswere“ deregul at-
ed” and bread subsidies were abolished. By the end of 1993, price regulation continued only in the
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energy industry and public utilities. Such rapid liberalization of pricesand foreign economic activity
led to an “equalization” of domestic and external prices, and this spurred producers to learn to work
in the new conditions of stiff competition and to look for new markets. Price liberalization was ac-
companied by institutional transformations.

During the transition to amarket economy, the question of forming private property cameto the
fore. A Law on Privatization was adopted on 20 December, 1991, and a State Property Committee
was set up for itsimplementation. All types of property were given “equal opportunities.”

Asaresult of intensive privatization in 1992 and 1993, by the end of 1998 the share of the pri-
vate sector increased to 87% in industry, 97% in trade, 57% in construction, and 55% in transport.
The modification of state property resulted in the creation of a non-state (non-public) sector asareal
basis for the development of market relations in the economy and changes in the economic behavior
patterns of business entities. Naturally, at the early stages of privatization it was only possible to ac-
complish an “intermediate” task: to diversify the forms of property.

Radical changes were aso underway in agriculture. The republic’s collective farms proved to
be totally unviable in the new conditions, because they were fully dependent on government subsi-
dies. They were reorganized into numerous single and multi-family “farmsteads,” which became the
main type of enterprise in Kyrgyz agriculture. Land was distributed among all rural familiesin pro-
portion to the number of family members.

In May 1993, the Kyrgyz Republic introduced its own national currency (the som) and became
one of thefirst post-Soviet countries to leave the “ruble zone.” This measure enabled it to pursue an
independent financial and monetary policy and to control the economic situation. Among the key
achievements of this monetary policy was slower inflation and aslower declinein production, which
hel ped the economy to adapt to market conditions.

Thiswent hand in hand with areform of the banking system, which consisted in the creation of
atwo-tier banking mechanism and liberalization of the rules for opening commercial banks. In fact,
that was when the constructive implementation of economic reforms actually began.

When hyperinflation was brought to an end in 1994, the focus shifted to structural transforma-
tion, although the reforms of the fiscal and monetary systems naturally continued. As regards macr-
oeconomic dynamics, 1994 proved to be the most difficult year: there was a significant worsening of
the situation in industries geared to meet consumer demand and in areas associated with capital in-
vestment. The declinein production was|ess pronounced in sectorswhich already had their own markets
and were ableto find new marketing outlets, both within the country and abroad (el ectricity industry,
nonferrous metallurgy). This resulted in significant changes: an increase in the share of natural re-
source industries and a reduction in the share of industries producing end products.

By late 1994 and early 1995, thefirst stage of structural transformation showed that at that time
Kyrgyzstan was aleader among the CIS countriesin terms of theintensity of change. Ininternational
reference books, its efforts in the areas of privatization of state property and liberalization of prices
and foreign trade were assessed as significant, and in the areas of governance reform and budget con-
solidation, as moderate.

Theimplemented reforms brought about agradual improvement in the economic situation (from
the second half of the 1990s).

Theturning point in economic devel opment was reached in 1996, when the republic’ s GDP began
to grow. In 1991-1996, the trend toward financial stabilization was strengthened, and in 1995-1997
the deep crisis engulfing the Kyrgyz economy was by and large overcome.

Stage two (1996-1999) was a period of economic stabilization, although growth was recorded
only in some sectors of the economy (agriculture, gold mining and energy).

Nevertheless, the need to cover the budget deficit made the economy sufficiently vulnerable.
The 1998-1999 crisis, largely caused by the “collapse” of the Russian ruble, had its effect as well.

98

+



+

CENTRAL ASIA AND THE CAUCASUS No. 2(44), 2007

The second stage of economic devel opment proved to be important for strengthening the founda-
tionsof the market economy inthe country. The pivotal reformswere completed. A consistent monetary
policy made it possible (with significant efforts on the part of the fiscal authorities) to reduce inflation
from 1,366% in 1993 to 23% in 1997. These successes in curbing inflation were achieved due to the
adoption of measures projected inthe anti-inflation program, especialy atight monetary policy, animport-
subgtitution policy, etc. Theauthorities managed to consolidate public finances, reducing the budget deficit
to 5% of GDP; they were able to strengthen the som and reduce interest rates.

In 1997, Kyrgyzstan was aleader among the Central Asian countriesin transforming the econ-
omy and introducing market mechanisms. According to such an authoritative publication as The Fi-
nancial Times, in 1997 the republic ranked 14th among the top 20 fastest-growing economies in the
world. The macroeconomic stabilization and significant liberalization of the economy achieved by
that time enabled the republic to go over to the next stages of the transformation process: privatization
of strategic facilitiesand structural adjustment. It had to restructure large state-owned enterprisesand
to arrange effective use of mechanisms for reorganizing unprofitable business entities or initiating
bankruptcy proceedings.

Inthat period, asaresult of theland reform carried out in Kyrgyzstan, the republic was also able
to stop the decline and achieve a certain recovery in agricultural production. It should be noted that
the results of transformations in the agricultural sector were at first not very tangible because up to
1997 private commercial and individual farmswere “ overtaxed”; in view of this, asingletax onland
was introduced in 1998. One can say that the agrarian reform initiated in 1991, when collective and
state farms were falling apart, was completed by 1997; at that time, a market system for crediting the
land reform was introduced in place of the practice of commodity credit.

Growth in agriculture was first recorded in the late 1990s. The reforms carried out in this area
have enabled the agricultural sector to increasereal production by more than 40% (at an average rate
of about 7%), mostly dueto growing crop production, which accountsfor over half of total agricultur-
al production.

In 1995-1997, state budget revenues remained at 16.8-16.6% of GDP. In order to improve the
situation, steps were taken to intensify the tax collection process, establish atreasury service, intro-
duce (in 1996) anew Tax Code, and streamline the tax system. Special funds of public sector organ-
izationsand profitsfrom privatization of public housing and other state-owned property wereinclud-
ed in budget revenues.

Structural reforms were subsidized on a significant scale by donor countries and international
financial organizations. It should be emphasized that macroeconomic stabilization wasin large part
achieved due to substantial borrowings and donor aid. From 1993 onward, the republic began to re-
ceive large amounts of foreign assistance. In the second half of the 1990s, soft loans and grants for
maintaining the budget and balance of payments, for structural adjustment, infrastructure projects,
technical assistance, etc., added up to about 10% of GDP.

The republic continued to pursue a policy designed to liberalize foreign trade, maintaining low
import tariffs and allowing all economic agentsto engage in export and import of goods. This policy
was underpinned by Kyrgyzstan's accession to the WTO in 1998 (it was thefirst CIS country tojoin
that organization). AsaWTO member, the republic harmonizeditsnational legislation onforeign trade
with WTO provisions and upgraded the legal framework that provides a basis for the republic’ sfor-
eign trade, industrial innovation and investment policy, helps to foster a competitive environment,
and determinestheinteraction of the national economy with the world economy and the degree of the
republic’ s participation in international trade.

Among themain reasonsfor the republic’ saccessionto the WTO isopen accessto foreign markets
and export advantages.

Since 2000, there has been anincreasein foreign direct investment, asignificant part of which
goesinto industry.
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Figure 2
Gross Foreign Direct Investment (million dollars)
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In 1999-2000, upon the compl etion of small privatization, the authoritieslaunched acampaign
to privatize strategically important industries: the energy industry, mining and telecommunications.
At that time, the non-public sector accounted for over 79% of the total number of employed persons,
but therewas still no “ effective” owner. Therepublic introduced private property inland. Asthe bulk
of the population was drawn into the market economy, employment and, consequently, the economy
ingeneral were“ruralized.” 1n 1991-2001, the share of people employed in agricultureincreased from
34.5% to 52.9%, while the share of those employed in industry fell from 18.1% to 8.2%.

In the period from 1996 to 2000, the average rate of economic growth in Kyrgyzstan was 5.5%,
one of the highest figures among the CIS countries.

Stage three (from 2000 to M ar ch 2005) brought continued growth, a reduction in the budget
deficit and stabilization of exchange rates, but compounded the problem of external debt. From 2002
to 2004, the average rate of economic growth was around 5%, reaching 7% in 2003 and 2004 due to
progress in some sectors, primarily an increase in gold exports and in agricultural production.

During the third period, reforms revolved around deregulation problems: the need to remove
administrative barriersto business, reduce the number of state control and authorization agencies, and
enhance investment activity. Concrete measures to deregulate the economy were designed to create
conditionsthat would encourage investment in priority sectorsand improvetheinvestment climatein
the republic.

An improvement in the economic situation made it possible to increase budget revenues from
16% of GDPin 2000-2001 to 19% in 2003-2004. The budget deficit fell from 11.9% of GDPin 1999
t05.7% in 2002. Inflation slowed down significantly: from an annual average of 12.6% in 2000-2001
to 3.4% in 2002-2005. The national currency strengthened as well.

Within afew years, certain changestook placein the structure of Kyrgyzstan’s GDP. The agri-
cultural and service sectors, whose contribution to GDP was on average around 70%, remained dom-
inant and ensured economic growth. The share of the service sector gradually increased and, starting
from 2002, exceeded the share of agriculture, reaching 38.3% in 2004. The shares of industry and
agriculture tended to decline: in 2000-2005, the share of industry fell from 23.3% to 16.1%, and that
of agriculture, from 34.2% to 30.5%.
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Table 1
GDP Composition (in current prices; as % of total)

@ D
Total 100 100 100 100 100 100 100
Industry 23.3 23.1 17.9 17.3 19.2 16.1 14.9
Agriculture 34.2 34.5 34.4 33.6 29.9 30.5 28.9
Construction 3.8 3.8 34 2.9 25 25 2.7
Services 31.7 31.4 35.6 36.8 38.3 40.2 41.2

Source: KR National Statistical Committee. D

S >

Rapid progress in the service sector was due to successful reforms and an expansion of market
services. In recent years, this expansion was mostly ensured by an increasein the volume of trade and
paid services, driven by domestic demand associated with rising household income.

From 2000, active work was underway to privatize strategic industries such as the power
industry and telecommunications. Thelevel of privatizationin that period was asfollows: 88.6%
in industry, 97% in trade and public catering, and 99.85% in consumer services. These figures
show that most enterprises are now in the non-public sector and their activities are regulated by
market relations. On the whole, roughly 90% of all industrial and agricultural products are pro-
duced in the private sector of the economy. Since 1991, more than 7,000 economic entities have
changed their form of ownership. The private sector, mostly represented by micro, small and
medium enterprises, has become a leading force, looking for new markets, enhancing product
quality, raising management standards, and investing in human capital. Small and medium busi-
nesses operating in the light and food industry and in the service sector are an important and
dynamic sphere of the economy. Today these enterprises provide most of the jobsin urban areas,
but many of them operate in the “ shadow” economy, which limits their opportunities to develop
and to take part in creating public goods.

Consistent measures taken in that period by the National Council on Good Governance mark-
edly improved the investment climate, which promoted a steady annual increase in investment in the
economy. True, during the years of reform the republic has been unableto attract the expected amounts
of foreign capital or to ensureits proper quality. These failures are mostly due to political and macr-
oeconomic conditions (sociopolitical instability), mistakesin implementing market reformsand their
incompleteness; in large part these “ setbacks” are connected with flaws in the policy designed to at-
tract foreign direct investment. The situation is also complicated by excessive bureaucratization of
the economy and related corruption problems.

Inthe period under review, significant changestook placein Kyrgyzstan’ sforeign trade. Thus,
the decline in trade recorded from 1999 to 2001 was reversed in 2002, when the trade turnover began
toincrease. Thisincrease in commodity flowswasin large measure dueto rising imports (see Fig. 3).

During the past years, the country’ s trade balance was negative, with the exception of 2001.
Incidentally, thiswasthe second time (after 1994) during the years of independence when the balance
was positive, constituting $8.9 million. Nevertheless, in 2002 the situation changed once again: the
trade deficit began to increase, reaching $429.3 million in 2005.

About half of the republic’ stradeis carried on with member countries of the following regional
associations, of which the Kyrgyz Republic is amember:
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Figure 3
Exports and Imports in 2000-2005 (million dollars)
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m Commonwealth of Independent States (CIS);
m Eurasian Economic Community (EurAsEC);
m Shanghai Cooperation Organization (SCO);

m Economic Cooperation Organization (ECO).

Since 1999, the geographical composition of exports and imports has changed significantly. In
exports, the share of non-CI'S countries has increased with areduction in the share of CIS countries,
and inimports, on the contrary, the share of the former has declined from year to year with anincrease
in the share of the latter. This reorientation of the Kyrgyz market and trade with non-CIS countries
can be explained by thefact that trade relationswith WTO states are based on the most favored nation
(MFEN) principle. In 2005, 52.3% of Kyrgyz exports went to WTO countries.

Overal, the Kyrgyz Republic today maintains trade and economic tieswith almost over 100 coun-
triesin the world, including 11 CIS countries and more than 90 WTO states (see Fig. 4). Therepublic's
WTO membership creates stableand liberal conditionsfor accessto the marketsof WTO countriesinview
of MFN treatment accorded to Kyrgyz exports, which means guaranteed compliance by WTO members
with generally accepted commercia practi ces, without any restrictivemeasuresin theform of bansor quotas.

In October 2006, Kyrgyzstan' sfirst trade policy review (performed by each WTO member in
order to ensure transparency in commercial and investment policy) took place at the WTO headquar-
tersin Geneva. During this event, the WTO states gave a positive assessment of the republic’s eco-
nomic reforms designed to liberalize trade and attract investment to the economy, noting that Kyr-
gyzstan was performing its obligations.

In the period from 2000 to March 2005, inflation slowed down while GDP growth somewhat
accelerated, but it was too early to talk about macroeconomic stability. The situation in the republic
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Figure 4
Trade with WTO Countries in 1996-2005 (million dollars)
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remained insufficiently stable. Thislack of macroeconomic stability and sensitivity to* external shocks’
were due to the following factors:

m the persistently large budget deficit, which has traditionally been one of Kyrgyzstan’s main
economic problems;

m an external debt in excess of annual GDP, with the burden of debt service weighing heavily
on the budget; markedly reduced foreign aid was used entirely to overcome these difficulties
and maintain the stability of the national currency;

m the shadow sector of the economy, whichin 2000 accounted (according to statistical data) for
about 25% of GDP.

The underlying causes of the above problems were incompl ete reforms, ineffective functioning
of thefinancial market, and an insufficiently favorable climate for the development of private enter-
priseand for attracting foreign direct investment. The republic reached a point where a consistent and
active renewal process could only be achieved based on along-term strategy designed to resolve ex-
isting problems and meet the peopl €' s basic needs.

At this stage, Kyrgyzstan became a pilot country for the introduction of a Comprehensive De-
velopment Framework Until 2010 (CDF), which projected the strategic goal s of soci oeconomic progress
for 10 years ahead. In this process, the Millennium Devel opment Goals (MDGs), including atwofold
reduction in poverty by 2010, were “extended” to the republic. The CDF was based on an approach
known as* pro-poor growth” and adevel opment strategy oriented toward economic progress. By means
of distribution mechanisms ensuring such growth and in accordance with its main purposes, the CDF
was to benefit the poor and most vulnerabl e strata of the population. The overall CDF goal had three
major components:
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m enhancing effective and transparent governance;
m building afair society;
m ensuring sustainable economic growth.

In 2003-2005, the National Poverty Reduction Strategy (NPRS) spelled out and gave sub-
stance to the CDF through various practical measures and programs. The NPRS was devel oped
with broad participation of civil society and donor organizations, and was completed at the end
of 2002. Among its merits one can include a sober assessment of the current poverty situation, an
orientation toward transition to a market economy (with due regard for the need to protect the
poor and to promote the private sector), an urge to ensure the harmonious development of rural
areas and branches of the economy, and—Ilast but not |east—an awareness of the need to fight
corruption.

Current economic development (sinceM ar ch 2005). Therel atively stablegrowth of theKyrgyz
economy was disrupted by the events that followed in the wake of 24 March, 2005. As aresult, eco-
nomic growth that year fell to —0.6% (compared to 2004). Out of the three main sectors of the econ-
omy, production fell in industry and agriculture, whereas the service sector held its ground, posting
growth of 5.7%. Accordingly, there was adeclinein real household income and in domestic and for-
eigninvestment, coupled with aworsening of social indicators. Asregardsfiscal policy, it wasaimed,
asin previous years, to broaden the tax base and ensure priority financing of the social sector. Thus,
improvements in tax policy (including the enactment of a new Customs Code and enhanced tax ad-
ministration) made it possible—against the background of slowing economic growth—to meet the
target figure for budget revenues.

Let usonceagainturntothe past. Intheearly 1990s, Kyrgyzstan became amember of the World
Bank, and in 1993 it signed the first agreement with thisfinancial organization on aso-called rehabil-
itation loan designed to pay for food imports in that difficult post-Soviet period. That was when it
became fashionabl e to borrow money abroad instead of learning how to work properly and to collect
taxes. Needlessto say, at the early stages of the transition period—in view of limited budget resources
and low levels of domestic investment—the attraction of foreign capital and its effective usewerethe
crucial factors of economic growth in Kyrgyzstan. At that time, our economy could not do without
dollar “infusions” and grants from abroad. Of course, foreign loans enable the recipient country to
invest and consume morethan itsown economy produces, but piling up external debt hasadepressing
effect onitsfledgling financial and economic systems, destabilizesthe general economic situation and
leads to malfunctionsin the devel opment process.

At the same time, foreign loans have been unable to ensure (because of low efficiency) therate
of growth in production and exports required for their own redemption. In recent years, the republic
has come up against an urgent need for restructuring its external debt, caused by the lack of domestic
sources for its redemption.

Itisno secret that the republic’ s external debt isregarded as“excessive.” The main question of
2006 was whether to join the HIPC. This option came under consideration because this could ease
Kyrgyzstan' s debt burden within the framework of the Multilateral Debt Relief Initiative (MDRI). At
the same time, in order to obtain debt relief the republic will have to meet sufficiently severe condi-
tions, including invitation of international expertsto take part in reforming the key sectors of the econ-
omy: energy and mining.

The question of joining the HIPC met with a mixed response in Kyrgyz society.

The development of the necessary reform programs was somewhat delayed in view of the com-
plicated situation. The CDF-2010 goals turned out to be hardly attainable. The question of carrying
the projected reformsto their logical conclusion remained high on the agenda. By the end of 2005, the
government produced its Program of Concrete Actionsto Accelerate Economic Growth in 2006. The
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tax reform was continued. From January 2006, the rate of profit tax was reduced by 10%, and income
tax was switched to aflat rate of 10%.

In 2006, adraft Country Development Strategy (NDS) was formulated in Kyrgyzstan. It charts
the main lines of the republic’ s progress and activity for 2006-2010. Itsmain goal isto raisethe level
and quality of lifeinthe country by meansof sustainable economic growth, aproper employment market,
high and stableincome, accessto awiderange of social services, and high living standardsin ahealthy
environment. According to the NDS, in 2010 per capita GDP isto reach $728 (for devel oped coun-
tries, thisfigure is at least $1,000), the average wage is to increase by 60%, while the budget deficit
isto be reduced to 2.6% of GDP.

From 2007, the republic is to go over to atwo-tier budget consisting only of the national and
local budgets (theregional and district levelsare abolished). A legal framework for the new arrange-
ment was provided by the Law on the Principles of Budget Law. The switch to such a system should
do away with the transfer of funds from local budgets to the national budget, so encouraging local
government bodies to increase their revenue-raising capacity.

Having gone through a change of power in 2005, Kyrgyzstan has got a chance to moveinto a
qualitatively new phase of progress.

We have got an opportunity to overcome the accumulated negative consequences of various
undesirable phenomena. For this purpose, the country should revise certain elements of its system of
governance and itseconomic devel opment strategy, and should strictly implement the projected plans.
Current economic policy should be focused on the main goals.

At the present stage of progress, we have to take an objective view of the republic’s prospects,
with a sober approach to the realities we will have to face in the near future and in the longer term.
Another thing we have to do isto remove the organizational and legal obstacles to future growth.

A dawning awareness of these imperatives supported by concrete actions holds out hope of
positive changes.

TAJIKISTAN:
ECONOMIC DEVELOPMENT TRENDS
SINCE INDEPENDENCE

Selin ZAURBEKOV

Research associate, Economic Research Department,
Institute of Oriental Studies, Russian Academy of Sciences
(Moscow, Russia)

mittances, which make up from 20% to 50% of GDP, and by large government investmentsin the
power and aluminum industries. L et usexaminethesekey sectorsof the economy first separately
and then in combination so as to determine the trends and prospects of the whole economy.

C urrent economic development in the Republic of Tgjikistan (RT) ismostly driven by migrant re-
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In analyzing remittances, experts usually pay attention to their sharein GDP. But thelarger this
share, the greater isthe dependence of the home country’ s economy on these remittances and, conse-
guently, on the socioeconomic and legal situation in the host country. On the other hand, it isimpor-
tant to know how these remittances are used. In this context, we will focus on only two aspects: con-
sumption and investment.

Asarule, anincreasein consumption should intensify investment processes, but sincethe Tajik
economy is an open one and its investment potential is very small, rising consumption leads to an
increase in imports, putting more pressure on the country’ s balance of payments.

With an economy that hinges on remittances from abroad, the authorities find it very hard to
hold inflation in check and to pursue a balanced monetary policy for a number of reasons.

m First, the amount of these remittancesis never known exactly, since apart from formal chan-
nels there are various informal ones as well.

m Second, remittances increase household income, which leads to arise in consumer prices.

m Third, migration and the competitiveness of domestic production areinversely proportion-
al, and this makes the Tajik economy heavily dependent on importers. The latter usually
respond to growing demand by raising prices, at least in the short term. Thisis caused by
two factors. One of these isthe time factor, i.e., the limited volume of imported goods due
to import quotas or to the importer’s limited opportunities in the short term. And the sec-
ond one is the transportation factor, which includes transport and non-transport costs in-
curred inthedelivery of goods. Most of Tagjikistan’ simports come from Uzbekistan or pass
through it, which is very costly for the Tajik economy in view of high customs fees and
corruptionin Uzbekistan’ s customs system. According to World Bank estimates, non-trans-
port costsin thetransit of Tajik freight traffic through Uzbekistan average $200 per ton of
goods, while official customs fees amount to $500 per truck, afigure which does not meet
international standards.*

In 2000-2004, the average annual rate of economic growth in the republic was 10%, but in 2005
GDP grew by only 6.7%. At the same time, in the opinion of academicians N.K. Kaiumov, R.K. Ra-
khimov and T.N. Nazarov from the Tajik Academy of Sciences, the Tajik economy needs an annual
GDP growth rate of at least 14%. According to their estimates, only such a growth rate can create
conditionsfor devel oping the country’ s productive forces on aqualitatively new basisand for raising
living standards.

In January-September 2006, GDP grew by 7.6% compared to the same period of 2005, reaching
6.52 billion somoni (SM), or over $1.92 billion. Thiswas due to an increase in industrial production
(by 6.2%) and agricultural production (by 8.5%). In that period, 58.1% of the republic’s 702 enter-
prises exceeded the production level of January-September 2005, and 205 (29.2%) were at a stand-
still. According to the State Statistical Committee, the production of goods accounted for 40.8% of
GDP, the service sector for 47.7%, and taxesfor 11.5%. In that period, the enterprises of the Ministry
of Industry produced SM 284.5 million worth of products (4% more than ayear ago), while those of
the Ministry of Agriculture reduced production by 0.8% (to SM 317.6 million).?

As regards immediate prospects, experts project further growth in 2007: GDP is expected to
approach $3 billion, increasing by $360 million from 2006, and inflation, according to Finance Min-
istry forecasts, will be around 6%.°

! See: Central Eurasia 2005. Analytical Annual, CA& CC Press®, Sweden, 2006, pp. 239-240.

2 See: Sotsial’ no-ekonomicheskoie polozhenie respubliki Tadzhikistan za ianvar-sentiabr 2006 goda, RT State Sta-
tistics Committee, Dushanbe, 2006, p. 146.

3 [www.regnum.ru).
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Table 1

Main Macroeconomic Indicators

GDP per capita,
uss$

1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 200

183.9 158.7 221.8 178.2 158.0 171.2 190.0 236.7 309.6 337.5

GDP growth,
% of the previous
year

83.3 101.7 105.3 103.7 108.3 109.6 110.8 111.0 110.3 106.7

GDP growth,
% of 1991

326 33.2 349 36.2 392 429 475 527 583 621

Production of goods,
% of GDP

65.2 579 50.0 528 604 600 574 573 50.7 489

Production of
services, % of GDP

27.2 325 424 399 310 310 327 320 383 39.6

Net taxes
on products,
% of GDP 7.6 9.6 76 7.3 86 9.0 99 107 11.0 115
/S ource: Tadzhikistan: 15 let gosudarstvennoi nezavisimosti, Statistical Handbook, \
RT State Statistical Committee, Dushanbe, 2006, pp. 205-209.
. "" )
Table 2
Main Macroeconomic Indicators
for January-September 2006
(somoni)
/ %
Indicator Jan-Sep 2006 of Jan-Sep
2005
GDP 6,519.8 107.6
Industrial production 3,214.6 106.2
Gross agricultural production 2,410.1 108.5
/S ource: Sotsial’no-ekonomicheskoie polozhenie respubliki Tadzhikistan A
za ianvar-sentiabr 2006 goda, p. 141.
\\ ’ P j/

In the agricultural sector, the main contribution to GDP is made by cotton growing, and in
industry, by aluminum production. Cotton and aluminum make up most of the country’s exports
(adding up to 83%). In view of ashortage of machinery and equipment, the production of raw cot-
ton involves considerable difficulties. Almost half of Tgjikistan’s agricultural workers (557 thou-
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sand) are employed in cotton growing, and they produce $162 million of exports. The aluminum
industry employs 15 thousand workers, whose contribution to exports is $573 million. Other ex-
ports include vegetables, fruits and electricity. Profits in export-oriented sectors in large part de-
pend on external factors. The slowdown in GDP growth in 2005 compared to previous years was
due to slower growth in industry and agriculture. In agriculture, this was caused by a declinein the
production of the main agricultural product, raw cotton (by 20%), and in the export of cotton fiber (by
42%). From 1991 to 2005, employment in agriculture increased from 881 thousand to 1,425 thou-
sand. In principle, an increase in employment should lead to production growth, but in Tajik agri-
culture thiswas not the case: in 2005, production reached only 85% of the 1991 level. In that peri-
od, the share of agricultural employment rose from 45% to 68%. Labor productivity in this sector
fell with adeclinein the capital-labor ratio. In the devel oped countries, for example, the agricultur-
al sector employs 4-5% of the working age population, but the capital-labor ratio and power per
worker in this sector are very high. If most of the population is employed in agriculture, thisis a
sign of aless developed country and a major factor holding back overall economic growth and a
rise in production standards.

Nevertheless, in describing the situation with cotton production in an interview with the news-
paper Asia Plus, Agriculture Minister Boris Madaminov focused, first, on the labor surplusin this
sector, saying that most of the republic’ s population (about 70%) livesin rural areas. Second, he spoke
of 10% revenues from the sale of cotton going into the state budget. According to his estimates, with
annual exportsof 150 thousand tons of cotton fiber, budget revenues could amount to $15-18 million.
Third, the minister noted a shift from the export of raw cotton to the production of higher value-added
cotton productsin the republic. Fourth, the minister emphasized the need to sow a part of the cotton
crop areas to other crops. In 2005, these areas were reduced by 38 thousand hectares, and there are
plans to reduce them annually by 2.5-3 thousand hectares. At the same time, the production of raw
cotton should be maintained at 550-600 thousand tons by raising yields. World Bank estimates show
that cotton yields can rise by 40% from 1.8 tons per hectare (tons/ha) in 2001 to 2.5 tons/ha once the
country’ sirrigation and drainage systems are rehabilitated.

The decline in cotton yields in recent years is estimated as follows: from 2.8 tons/hain 1990
(according to the Asian Development Bank, from 2.0 tons/ha) to 1.5 tons/hain 1997-2000. With the
end of the drought, and al so due to an expansion of crop areaand moretimely supply of seed material
and fertilizers, cotton yieldsincreased in 2001 to 1.8 tons/ha.*

Since Tajikistan became independent, the cotton sector has declined considerably (from 34% of
exportsin 1993to 11%in 2001).°> According to the National Bank of Tajikistan, export earningsfrom
cotton in January-September 2005 amounted to $86 million. Cotton currently sells at $1,000 per ton
(for wheat, the figure is $160 per ton).

In my opinion, apart from the factors mentioned above, the slowdown in GDP growth in 2005
was caused by the following factors characteristic of today’s Tajik economy.

m First, the past years have been marked by arecovery in sectorswhose infrastructure was cre-
ated back in Soviet times. Such processes are usually moreintensive than the devel opment of
new lines of production. But even such growth (at an annual rate of 10% in 2001-2004) is
neverthel essinadequate, since GDP has now reached only 68% of the 1990 level. According
to the expertsof the World Bank and the International Monetary Fund, recent economic growth
in Tajikistan is still of arecovery nature.

4 See: Tapping the Potential: Improving Water Management in Tajikistan, National Human Development Report,
UNDP, 2003, p. 39.
5 lbid., p. 38.
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Table 3

Cotton Sector
in 2000-2005

Cotton crop area,

thousand hectares 238.6 2574 269.2 2844 293.6 288.7
Cotton production, thousand tons 335.4 4527 5155 537.4 556.8 447.9
Cotton production, % of 1991 41.2 55.6 63.3 66 68.4 55
Cotton yield, 100 kg

per hectare 14.1 17.6 19.3 19 19.1 15.6
Cotton yield, % of 1991 51.1 63.8 69.9 68.8 69.2 56.5
Cotton pickers, pieces 1,346 1,309 1,168 1,071 868 763
Cotton pickers,

% of 1991 44.7 43.5 38.8 35.6 28.8 258
/S ource: Tadzhikistan: 15 let gosudarstvennoi nezavisimosti, )
& pp. 286-304. j/
m Second, the propensity of migrants to remit money to Tajikistan is declining for the follow-

ing reasons:

(1) rising cost of living in Russia;
(2) tightening control over migration in Russia;

(3) creation onthebasisof migrant remittances of small enterprisesin Tgjikistan’ strade and
service sector; income earned by their ownersreducesthe need for new remittancesfrom
migrants;

(4) atrend toward an increase in the number of migrants seeking permanent residencein
Russia.

True, formal remittances have recently increased. Thisis due to the fact that remittances
have become more transparent, bypassing informal channels. Formal channels are now more at-
tractive because banks have reduced transfer fees and people have more confidence in their reli-
ability. In 2001, certain changes occurred in the Tajik banking system regarding money trans-
fers, so that the republic’ s banks became the absolute leaders among all channels of migrant re-
mittance inflows. For example, after the abolition of the 30% tax on international transfers, the
amount of remittances through the banking system multiplied tenfold, and in 2004 they reached
$433 million (21% of annual GDP).® Today the cost of money transfersto Tajikistan for individ-
ualsis 1.5-3%.

Most Tajik citizensworking in other countries have the immigration status of seasonal workers,
so that they themselves carry homeasignificant part of their earnings. For example, air transport brings

6 See: A. Kireyev, The Macroeconomics of Remittances: The Case of Tajikistan. IMF Working Paper, January
2006. P. 6.
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about 200 thousand people ayear from Russiato Tgjikistan, and if at least half of them carry an aver-
age of $1,000, the republic’s GDP should increase by 5%.”

Therepublic’ sbanks are asector of the economy on which remittances have avery significant
directinfluence, i.e., money transactionsthrough these banks have spurred an increasein their cap-
ital. Given that in 2005 remittances through the banking system added up to $433 million, the av-
erage income from money transfer transactions could be around $4.33 million, while the minimum
capital requirement for commercial banksis set at $5-6 million. But on the whole this sphere of the
economy is still far from perfection: four of the country’s largest banks control 70% of total bank
assets, 81% of household depositsand 71% of private credits, while credits (over half of themto the
cotton sector) make up 16% of GDP. The lending activities of commercial banks are mostly con-
fined to extending short-term loans to commercial entities. Another active part consistsin foreign
exchange transactions, which are already indirectly influenced by remittances. As regards opera-
tions with securities and other debt instruments, these are developed least of all. But the general
trend and development prospects of this sector of the market infrastructure are obvious: the latest
reforms ensure its rapid development. In 2002-2005, the capital of commercial banks more than
tripled to 2.7% of GDP.

Another changein the banking system introduced by the government in May 2005 was areduc-
tion by the National Bank of therequired reserveratio for commercial banksfrom 18% to 15%. Today
these banks have wider opportunities for providing credit to the economy.

The trend toward the development of the banking system continued in 2006 as well. Thus, a
spokesman for Orienbank, thelargest bank intherepublic, hastold Asia Plusthat in January-Septem-
ber 2006 the bank’ s net profit increased by SM 2.6 million to almost SM 8 million (over $2.35 mil-
lion), multiplying 2.15 times compared to January-September 2005. The bank’ stotal capital rose by
SM 5.38 million to SM 56.3 million, an increase of SM 14.7 million compared to the same period of
the previous year. Its authorized capital increased by SM 6.4 million (from SM 34.3 million to
SM 40.7 million), and the balance of deposit accountswas over SM 337.2 million, or SM 189 million
more than a year ago. Money transfers to Tajikistan through Orienbank in the first nine months of
2006 exceeded $114 million (an increase of $53.2 million compared to the same period of 2005), and
money transfersin Russian rubleswere close to 693 million, going up by 325.4 million from January-
September 2005.8

Whereas at the end of 2000 Tajikistan’s external debt amounted to 96% of GDP, by 2005 it
was down to 40% for thefollowing reasons.® First, on the IMF' s recommendation the republic began
to assume financial obligations only on terms favorable to itself. Second, bilateral agreements on
debt restructuring and cancellation were signed with a number of countries. For example, Russia
agreed to write off $306 million and $250 million of Tajik debt in return for the deployment in Tajik
territory of a Russian military base and the Okno (Window) space tracking station. Third, under an
IMF program for cancelling the entire debt of 19 poorest countries, including Tajikistan, the repub-
lic's debt burden was reduced by $99 million. And fourth, areduction in the share of external debt
was due to relatively high GDP growth over a number of years (from 2000 to 2004, at an average
annual rate of 10%).

Tajikistan has unique water resources. 93% of itsterritory iscovered by mountains, wherelarge
reserves of water are formed. The area of glaciers (8% of the country’s total area) exceeds that of
agricultural croplands (6%). Intermsof the volume of water resources, the republic ranks second among
the CIS countries (behind Russia). And with apopulation of 6.5 million, water production per person

7 See: A. Kireyev, The Macroeconomics of Remittances: The Case of Tajikistan. IMF Working Paper, p. 9.
8 [www.regnum.ru).
9 See: Biulleten’ inostrannoi kommercheskoi informatsii, No. 76 (9022), 8 July, 2006, p. 5.
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Table 4
External Debt as of 1 October,
2006
7 _ o\
Public PUlEE ol Government
debt guaranteed | guaranteed debt to PRC
debt debt
US$
million 830 727 32 14.41 6 50.45
% of
GDP 32 28 1.23 0.55 0.23 1.94
/S ource: Biznesi politika with reference to Finance Minister Safarali Najmiddinov N
[www.regnum.ru].
\\ j/
Table 5

Debt to International Financial Organizations

RTINS
US$ million 50.45
Maturity period, years — — 40 32 27
Annual interest rate = — 2 2 2

/S ource: Biznesi politika with reference to Finance Minister Safarali )

\\ Najmiddinov. j/

per year (over 13,000 cubic meters in 2003) is among the highest in the world.*® Considering the
importance of water for human development, these resources give the republic immense potential
advantages. Itswater resourcesturn the country into acompetitive partner in two major areas: irrigat-
ed cotton production and hydropower. These sufficiently developed and well-managed sectors have
real potential for developing the economy and reducing poverty.

Thus, the republic’s exploitable hydropower potential, of which lessthan 10% is currently be-
ing used, is about 264 billion kWh per year, while total electricity consumption in the Central Asian
countriesin recent years has averaged 135 billion kWh per year. If Tgjikistan’ shydropower potential
isfully harnessed, the country could single-handedly power the entireregion twice over.t* Therepub-
lic’shydropower resources are mostly concentrated inlargerivers: Vakhsh, Panj, Obihingou and oth-
ers. They run through deep rocky canyons, which make it possible to build effective hydro plants.
Tajikistan’ ssharein Central Asia stotal hydropower potential is 76.8%, whilethe shares of Kyrgyzstan
and Kazakhstan are 12.6% and 6.5%, respectively. Despite this potential, Tajikistan now experiences
apower shortage (600 million kWh per year) in the winter period, when electricity is supplied to the
republic (at world market prices) from Turkmenistan, Uzbekistan and Kyrgyzstan.

10 Seer Tapping the Potential..., p. 20.
1 1bid., p. 49.
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Thetotal capacity of the country’s operating hydroelectric power plants (HPPs) is 4,451 thou-
sand kW, and annual electricity production comes to 16-17 billion kWh. The largest plants are the
Nurek HPP (3 million kW), Baipaza HPP (600 MW) and Golovnaya HPP (210 MW).*2

In the late 1980s, Tajikistan’s hydropower system had a turnover of $150 million, sending
$90 million of profit to the Center every year. Today, revenues only cover current costs (about
$40 million per year), leaving an average annual shortfall of $20 million for basic capital investments
in the maintenance and renewal of the system. Whereas under normal operating conditions hydrosys-
tems typically lose about 10% of power, Tagjikistan’s hydropower stations are losing as much as 30-
40% of their power output due to underinvestment in the power infrastructure.’®

In 2005, exports of electricity earned the country about $53 million (in 2004, $58 million). But
inview of power shortagesin the north of therepublic, Tajikistan isobliged toimport electricity from
Uzbekistan. Hence a deficit of $5 million in this sector in 2005. Electricity generation in the Tajik
Republic peaked in 1996 (18 billion kwWh), and the target for 2006 was 17 billion kWh.

Table 6

Electricity Balance in the Economy (million kWh)

7 >\
2000 2001 2002 2003 2004 2005

Electricity generation 14,247 14,382 15,302 16,509 16,491 17,090

Electricity exports 3,909 4,047 3,874 4596 4,466 4,402

Electricity imports 5242 5396 4,659 4,605 4,810 4,637

Balance of foreign trade

in electricity -1,333 -1,349  -785 -9 344 235
~

Source: Tadzhikistan: 15 let gosudarstvennoi nezavisimosti, p. 263.

\N )/

In the coming years, Russia plansto invest $2.5 billion in the Tajik economy,** which amounts
to almost 100% of therepublic’ s2005 GDP. Thesefundswill mostly gointo priority sectors: theelec-
tric power industry and metallurgy. One of the investment projects being considered is the construc-
tion of the Sangtuda-1 HPP with a design capacity of 600 MW. Its construction started back in 1989,
but only 24% of the scheduled work has actually been performed (at a cost of $187.5 million). The
hydropower station isto be completed by RAO UES, Russia’ s major power company, which plansto
invest in it $600 million.

Consequently, the capacity of this HPP is sufficient not only to meet internal power shortages,
but also to export electricity. In addition, the construction of theworld’ slargest Rogun HPP (3.6 mil-
lion kW) has been resumed. Incompl ete construction here, according to preliminary estimatesby Tajik
experts, exceeds $1.2 million. Based on the devel opment of the power industry, Russian companies
areinvesting in the production of aluminum, which today, according to official data, accountsfor 65%
of the country’s exports.

The construction of the Sangtuda-2 HPP (with a design capacity of 220 MW at a cost of
$220 million) was partially undertaken by Iran ($180 million), the remaining $40 million to beinvest-

12 See: Sh. Sultanov, “Ekonomika Tadzhikistana: sostoianie i perspektivy razvitia,” Ekonomist, No. 6, 2006, p. 69.
13 See: Tapping the Potential..., p. 47.
14 See: Address by Tajikistan President Emomali Rakhmonov to the Country’s Parliament, Dushanbe, 20 April, 2006.
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ed by Tajikistan. Tehran isto complete the project in about three years and is then to operateit for
12 years, whereupon its share isto be transferred to Dushanbe free of charge.

The completion of the Rogun and Sangtuda (1 and 2) HPPs will enable the republic to resolve
astrategic problem: to achieve self-sufficiency in energy; it will help to save fuel and energy resourc-
esand provide opportunitiesfor exporting electricity to Afghanistan, Pakistan, Iran, China, Southern
Kazakhstan and Russia.

Asaresult, Tgjikistan will eventually export very low-cost energy, so competing with other kinds
of energy in the region, and this will be a key factor ensuring the viability and profitability of the
country’s hydropower industry. Another powerful incentive to its development is provided by the
prospect of depletion of coal, oil and gas reserves.

The republic should focus on devel oping its economy with due regard for migration processes,
which, onthe one hand, have turned into apowerful instrument for improving the well-being of house-
holds and, on the other, result in aloss of human capital. Large investmentsin promising sectors (hy-
dropower and aluminum) of the Tajik economy will probably do little to reduce migration for the
following reasons. First, migration is underpinned by a solid infrastructure, which will continue to
attract potential migrants for along time. And second, some of the jobs created under these projects
require certain skill standards.

So, Tajikistan may eventually have to face a surplus of unskilled labor and a shortage of skilled
labor. Consequently, those who cannot meet the requirements of the Tgjik labor market will be obliged
to emigrate. The country’ shuman capital no longer meetsthe needs of the modern world. The govern-
ment should take measures to prevent aloss of skills by people of working age.
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crossroads where four of the largest civilizations (Russian, Chinese, Indian, and |slamic) meet,

has along and profuse history teeming with difficulties and conflicts.

The FerghanaValley isaterritory where all the problems of the Central Asiaregion (bor-
der conflicts, poverty, shortage of fertile land and water resources, unemployment, ethnic disputes,
and so on) are concentrated and come together in atangled ball of contradictions. So an analysisof the
main, primarily economic, problems of the Ferghana Valley isvital to understanding the overall sit-
uation in Central Asiaand around it.

The Ferghana Valley, an intermontane depression nestled in the foothills of Tien Shan, up to
300 km in length from the West to the East and up to 170 km from north to south, is one of the main
agricultural regions of Central Asia. Only four roads (Ferghana-Tashkent, Ferghana-Khujand, Osh-
Bishkek, and Osh-Khorog) and onerailroad branch (Ferghana-K hujand) link the valley to the outside
world.

In Soviet times, national-state demarcation was carried out in Central Asia, including in the
FerghanaValley, onthebasisof arather arbitrary ideaof ethnic borders. The FerghanaValley, which
was always asingle area, was divided by the administrative borders of Uzbekistan, Kyrgyzstan, and
Tajikistan, which acquired the status of state borders after the collapse of the U.S.S.R. Today, this

T he Central Asiaregion, which islocated in the very heart of the vast Eurasian continent at the
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change in statusis giving rise to many problems. The borders divide a previously indivisible region
and have broken down historical economic, cultural, and political ties. The flat part of the valley be-
longsto the Republic of Uzbekistan and isdivided into the Andijan, Namangan, and Ferghanaregions.
The eastern part of the valley as well as the mountains and foothills surrounding the valley from the
north, east, and south belong to the Republic of Kyrgyzstan and are part of the Osh, Jalal-Abad, and
Batken regions. The western part of the valley belongsto the Sogd (former Leninabad) Region of the
Republic of Tajikistan.

All theregionsbelonging to the FerghanaV alley are extremely important to their respective states,
since they play asignificant rolein their socioeconomic life. Over 27 percent of Uzbekistan's entire
population lives in the Andijan, Namangan, and Ferghana regions, which occupy 4.3 percent of the
territory. About 60 percent of Kyrgyzstan's population lives in the Batken, Jalal-Abad, and Osh re-
gions (40.4% of theterritory), and 29.9% of Tgjikistan’s population livesin the Sogd Region (17.6%
of the territory).!

An interesting geopolitical situation has developed in the region. Uzbekistan controls the ow-
land and most of the popul ation, Kyrgyzstan the upland and the main sources of water, and Tajikistan

Table 1

Main Demographic Indices of the Ferghana Valley

1 Size of Percentage Percentage
Country Region population of rural of urban
(mill. people) | population (%) population (%)
Kyrgyzstan* Osh 1.05 76.8 23.2
Jalal-Abad 0.97 76.9 23.1
Batken 0.42 80.8 19.2
Tajikistan** Sogd 2.03 74.2 25.8
Uzbekistan*** Ferghana 2.75 71.0 29.0
Andijan 2.30 70.1 29.9
Namangan 2.05 62.3 37.7
/N o te s:* Data on the size of the population presented as of 1 May, 2006, for the rural R
and urban population as of the end of 1999.
** Data on the size of the population presented as of 1 January, 2005, for the rural
and urban population as of the end of 2001.
*** Data on the size of the population presented as of 1 January, 2003, for the rural
and urban population as of the end of 2003.
Source: Data of the State Statistics Board of the Republic of Uzbekistan [www.state.uz],
the National Statistics Board of the Republic of Kyrgyzstan [www.stat.kg] and
the State Statistics Board of the Republic of Tajikistan [www.stat.tj].

)

1 Calculated by the author according to the data of the State Statistics Board of the Republic of Uzbekistan
[www.state.uz], the National Statistics Board of the Republic of Kyrgyzstan [www.stat.kg] and the State Statistics Board
of the Republic of Tajikistan [www.stat.tj].
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the only railroad branch linking the Ferghana Valley with the outside world. Additional complica-
tionsininterstate relationsin the regions are created by the enclaves—Uzbek (Sokh, Shakhimardan)
on Kyrgyz territory and Tajik on Uzbek territory (Sarvak) and on Kyrgyz territory (Vorukh).

High population growth is characteristic of the Central Asian countries. In so doing, thisgrowth
ismainly occurring among the rural population. The FerghanaValley is primarily an agrarian region
(rural residents constitute 60-80% of the population), which means that it is also experiencing high
natural population growth.

So, as of today, approximately 12 million peoplelivein the FerghanaValley, which constitutes
one percent of the land in the Central Asiaregion. This figure amounts to more than one fifth of the
entire population of Central Asia(see Table1). The average population density on the whole amounts
to approximately 100 people/sq km, and more than 350 people/sq kmin the lowland part of the valley
(in the Andijan Region of Uzbekistan, the population density is higher than 500 people/sq km).2 The
rural overpopulation becomes obvious when we take into account that there is only 0.6 hectares of
land per person in the most fertile areas.® In so doing, we should keep in mind that the population is
continuing itsrapid growth. The predominance of young people and children in the popul ation struc-
ture (every second resident of the FerghanaValley isyounger than 18) will maintain the high birthrate
in the future too. According to experts, the population of the Ferghana Valley in 2010 will reach 14-
15 million people.

Inthisway, the situation in the Ferghana Valley isaclassical example of social tension caused by
overpopulation, adearth of land, and surpluslabor resources, particularly in agriculture. These problems
are aggravated by the complicated ethnic situation in the region, where, despite the absolute numerical
domination of Uzbeks, the interests of several national communities (Uzbeks, Kyrgyz, Tajiks, and the
members of afew other nationalities) comein conflict with each other. All of thisis happening against
the background of the high activity of various underground Islamist groups, both those acting at their
own risk, and those associated with radical foreign Islamic organizations (for example, Hizb ut-Tahrir).

The conflict potential of the FerghanaValley began manifesting itself during the final years of
the Soviet Union. It was openly expressed in the conflict between the Uzbeks and Meskhetian Turks
in Ferghana, in the clashes between Tajiks and Kyrgyz on the border of the two republicsin 1989, in
the Osh tragedy of 1990, and in the disturbances in Namangan in 1991.

The economic situation in the region is characterized by the acute shortage of resources (land
and water), the inefficiency of the economic reforms, the poor development of small and medium
business, the unfavorable investment climate, and the collapse of the local market due to governmen-
tal isolationist measures and toughening up of the border conditions. The percentage of the shadow
economy is high and corruption is widespread. There is adrop in the percentage of the GRP (gross
industrial product) in the regions belonging to the Ferghana Valley Region and in the GDP of their
states. For example, whereasin 1991, the percentage of the Sogd Region in Tgjikistan’ s GRP amount-
ed to 20.8%, by 2000, it dropped to 15.1%.° In recent years, this trend has also been noted in Uz-
bekistan (see Table 2).

Despite the differences among the states in their choice of economic and political reform models
and their rates of implementation, the authoritiesin all three parts of the FerghanaValley are encounter-
ing the same threats to regional security—poverty, unemployment, inefficiency of the agricultural sec-
tor of the economy, disproportions in regional development, curtailment of border cooperation, envi-

2 Calculated by the author according to the data of the State Statistics Board of the Republic of Uzbekistan
[www.state.uz], the National Statistics Board of the Republic of Kyrgyzstan [www.stat.kg] and the State Statistics Board
of the Republic of Tajikistan [www.stat.tj].

3 See: Natsional’ naia strategia ustoichivogo razvitiia Respubliki Uzbekistan, Tashkent, 1999, p. 48.

4 See: S. Olimova, M. Olimov, “Vliianie antiterroristicheskoi kampanii v Afganistane na sosednie strany Tsentral’ noi Azii,”
available at [http://www.eawarn.ru/pub/Annual Report/Annua ReportWebHome2001/2001anrep05.htm], 17 January, 2007.

5 Data of the State Statistics Board of the Republic of Tgjikistan can be found at [www.stat.tj].
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Table 2

Percentage of the GRP of the Ferghana Valley Regions
in the GDP of the Republic of Uzbekistan (%)

C D

Ne _
Ferghana 9.4 9.2 8.5
Andijan 8.4 7.5 6.9
Namangan 5.0 4.7 4.3

y~ N
Source: Regiony Uzbekistana v 2003 godu,
Tashkent, 2004, calculated by

the author.

N\ )

ronmental problems, arisein social tension, aggravation of ethnic contradictions, stepping up of theactivity
of radical Islamist organizations, criminalization of society, and an increase in drug traffic volume.

Environmental problems are closely related, since the policy of the governments of the Central
Asian countriesin agricultureis currently aimed at reducing subsidies on the maintenance of irriga-
tion facilities due to the shortage of financial resources. Theincreasein social tension, aggravation of
ethnic contradictions, and stepping up of the activity of radical Islamist organizationsis closely tied
to economic reasons, since the high level of unemployment and low standard of living of most of the
population isleading to theformation of closed groups of young unemployed people deprived of access
to resources, education, and health care, and with no opportunity to change their lives for the better.
Thisisthe atmosphere in which extremist groups and radical |slamist organizations are stepping up
their activity. Overall criminalization of society (the increase in crime, the growth of the smuggling
and drug traffic volume, and corruption) isal so rel ated to problemsin theregion’ seconomy. The absence
of legal sources of income is forcing the residents of the Ferghana Valley to look for illegal ways of
earning aliving. The unsophisticated state of the legislation, primarily inthe economic sphere, iscre-
ating fertile ground for corruption.

Soit can be said that the fundamental threatsto security intheregion areeconomic threats: poverty,
unemployment, the inefficiency of the agricultural sector of the economy, and curtailment of border
cooperation, which form the basis of those negative processes taking place in the Ferghana Valley.

Poverty and unemployment. South Kyrgyzstan and the Ferghana regions of Uzbekistan are
the poorest regionsin their countries. During Soviet times, the Sogd Region wasthe weal thiest region
in Tajikistan, but in the past few years, the standard of living in the region dropped at afaster ratethan
throughout the country as a whole. According to studies by the World Bank and the State Statistics
Board of the Republic of Tgjikistan in 2003, 64% of the region’s residents lived on the poverty line
(this amounts to 32% of the poorest people in the Republic of Tajikistan),® and in 2001 it was the
highest index, in percent, of chronically undernourished children under the age of five (morethan 33%).”

In 2004, the average monthly wageinthe Kyrgyz part of thevalley amounted to $15, inthe Uzbek
part to $11-12, and in the Sogd Region of Tajikistan to $20 (one of the lowest in the country, it is
lower only in the Khatlon Region at $19).2

5 Data of the State Statistics Board of the Republic of Tgjikistan can be found at [www.stat.tj].

" See: Srategy Paper 2002-2006 and the National Indicative Program 2002-2004 for Central Asia, 31 October, 2002.

8 See: “Samaia vysokaia zarplata v Tadzhikistane u rabotnikov sfery sviazi,” available at [http://news.mail.ru/
news.html?940626], 11 January, 2007.
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On the whole, the poverty situation in the Ferghana Valley is well illustrated by the results of
studies carried out by expertsfrom the European University Institute/University of Essex and theWorld
Bank in 1995 and 2003 (see Table 3).

Table 3

Level of Poverty in the Ferghana Valley

S\

Level of poverty Share of the poor
(% of the local population) (% of all the poor)

Rewon |y | iege | ey | vitege

1995 2003 1995 2003 1995 2003 1995

Ferghana
Valley 28 11 25 47 LK 12 L 88

/N ote: * No data. A

Source: Calculated by the employees of the European University Institute/University of
Essex and the World Bank.
(N )

These dataindicate that, despite the efforts undertaken by the authorities and international com-
munity, poverty intherural regionsof the FerghanaValley isnot only failing to decrease, it hasreached
atruly catastrophic level, whereby essentially every second resident isimpoverished. Nine out of ten
people living below the poverty line are currently living in rural areas. But the main thing isthat not
only isthelevel of incomelow, soisthe opportunity level, whichismuch moredisturbing. Thevalley
residents do not have accessto resources, education, health care, or quality nutrition. Poverty destroys
human capital, leads to violence, stimulates instability, and worsens social and ethnic relations.

One of the most important problems characterizing the social situation in all three parts of the
Ferghana Valley is unemployment. It is caused by the sharp drop in employment in the state sector
and the slow devel opment of the private sector, the halt in production units, and theincreasein dispro-
portion between the burgeoning workforce and the low demand for it. In the Tajik part of the valley,
27% of the population older than 18 are unemployed.® Thelevel of unemployment in the Kyrgyz and
Uzbek parts of the valley is alittle lower. The problem of unemployment among women and young
people is the most acute. For example, according to official statistics, as of 1 March, 2006, women
account for 60% and young peopl e between the ages of 15 and 29 for 57.9% of all the unemployed in
the Sogd Region.*®

Precise data on the number of unemployed are not known, and official statistics present an arti-
ficially low figure. However, unemployment in theregion, particularly in the Uzbek part, can only be
fought mainly with the help of unskilled workersin agriculture by granting mandatory leave, reduc-
ing working hours, and introducing asystem of homeworkers. Thiscreatesasituationinwhich aperson
istechnically not unemployed, but nor does he have a permanent job either.

In the near future, there will be no significant changes in the trends that have developed in the
workforce, inits overall size, or in the gender-age structure. The rate of replenishing the workforce
with young people who are coming of able-bodied age will also remain high. So the authorities of the

9 See: S. Lunev, “Ferganskaia dolina kak odna iz modelei regionalnogo razvitiia,” Central Asia, No. 9, 1997, avail-
able at [http://www.ca-c.org/journal/09-1997/st_04 lunev.shtml], 22 January, 2007.
10 See: “V Sogdiiskoi oblasti zaregistrirovano 14 tys. Bezrabotnykh,” Information Agency AKlpress, 27 April, 2006.
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regionslocated in the Ferghana Valley have the complicated task of not only making as efficient use
aspossible of the available potential of young people, but also of the potential of those who will swell
the ranks of the workforce in the near future. The main factor alleviating the contradictions between
the demand and supply of workersin agriculture is cotton-growing, since it is more labor-intensive
than fruit-, vegetable-, and grain-growing.

But onthewhol e, the underdevel opment of the production and social infrastructure and the sphere
for applying labor beyond the agrarian sector has caused Kyrgyzstan's, Tgjikistan’ sand Uzbekistan's
agriculture to become oversaturated with manpower, and it is replenished every year with the recent
graduates of agricultural schools. According to official estimates, this reserve amounts to 500,000-
530,000 peoplein Uzbekistan alone, of which the FerghanaValley accountsfor 29%,'* while experts
say that these figures are actually 3-3.5-fold higher.

Under the conditions that have devel oped, thereis an acute need for jobs not related to agricul -
ture, primarily in the labor-intensive industries (for example, the textile industry) and in creating ca-
pacities for the industrial processing of agricultural raw material, with the subsequent supply of fin-
ished products to the domestic and foreign markets.

Reform of theagrarian sector of the economy. Agriculture plays aleading rolein the econo-
my of the Ferghana Valley, since it provides 30-40% of the GRP and up to 50% of the able-bodied
population are engaged init. Commerce and the services (20-30% of the GRP) play aperceptiblerole,
whilethesignificance of the extractive and processing industriesismuch lower (16-19% of the GRP).2
According to the predicted estimates, the agrarian sector will continueto retain itsleading rolein the
region’seconomy. So those measures the authorities are undertaking to reform and raise the efficien-
cy of agriculture deserve particular attention.

Agrarian reform in the different parts of the Ferghana Valley is going at different rates. In Uz-
bekistan and Tgjikistan, the state still ownstheland. Land in Kyrgyzstan, onthe other hand, wastrans-
ferred to private ownership, and at present some 90% of all the farmsin the republic are privatized.*®
But, despite the differences, agricultural producers everywhere are encountering the same problems.

Art 16 of the Land Code of the Republic of Uzbekistan reads*” Land shall belong to the State...” 4
At first, the government laid special emphasison the support of large agricultural cooperatives (shirkats).
But the program currently being carried out in Uzbekistan, and in the Ferghana Valley in particular,
isto transform the shirkatsinto private farms. After replacing the collective farms and state farms of
the Soviet era, shirkats proved just as unviable, despite the resources saved from their enlargement.
After rising out of the ruins of Soviet state farms and collective farms, the shirkats were to embody
elements of market relations. According to the law, the shirkat is a cooperative enterprise, the mem-
bers of which manage its activity through their own shares in the holding.*> But the shirkats in fact
only changed the name of the form of property, while the operating mechanism remained the same.
Relations between the shirkat chairmen and the district leaders did not change. The unrealistic plans
toturninagricultural produceto the state and the outmoded technical baseled to thefact that the plans
for turning in cotton and grain to the state have not been fulfilled for several years now in the regions

1 See: Natsional’ naia strategia ustoichivogo razvitiia Respubliki Uzbekistan, p. 48.

12 Calculated by the author according to the data of the State Statistics Board of the Republic of Uzbekistan
[www.state.uz], the National Statistics Board of the Republic of Kyrgyzstan [www.stat.kg] and the State Statistics Board
of the Republic of Tajikistan [www.stat.tj].

13 Relevant data (in Russian) of the Water Users Associations Support Program (WUASP) in Kyrgyzstan, Tajikistan,
and Uzbekistan (joint project of the United States Agency for International Development (USAID), Winrock Internation-
al, Academy for Educational Development and New Mexico State University are available at [http://www.wuasp.uz/
index.php?modul e=ContentExpress& file=index& func=display& ceid=12& meid=22], 11 January, 2007.

14 Relevant information (in Russian) on the Land Code of the Republic of Uzbekistan is available at [http://
lawlib.freenet.uz/laws/uzbek/zemluz/4.html], 11 January, 2007.

15 Seer Art 1 of the Uzbekistan Republic Law on the Agricultural Cooperative (Shirkat), available at [http://
zakonuz.narod.ru/z89.htm], 11 January, 2007.
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of the Ferghana Valley (the only exception being 2005 when the bumper harvest and mobilization
measures—not only were enterprise employees, students, and senior school children sent to gather in
theharvest, but a so junior school children and rent debtors—madeit possibleto fulfill the cotton plan).
Shirkat members who do not fulfill the plan do not receive their wages, but the shirkat cannot with-
draw from the state management system and independently dispose of its production.

Thetransformation of shirkatsinto private farmswas called upon to expand the members’ man-
agement powers. But the state contract system isstill in effect in the country for the main agricultural
products—cotton and grain. This system does not give farmers the opportunity to independently dis-
pose of the produce they grow, regardless of the form of ownership, bethey agricultural cooperatives
or farms. Agricultural workers are obliged to give their produce to the monopoalistic state purchasing
agency at prices much lower than those on the market.

Meanwhile, practice has showed that farms are much more profitable than shirkats. Since 1999,
when farmsfirst arose asaform of economic management, they became an important part of the econ-
omy’ s agrarian sector. Whereasin 2004, they produced 51.6% of cotton and 46.9% of grain, in 2005,
these figures already reached 66.3% and 56.4%, respectively.

Ideally, farms are entirely independent private enterprises, but they are also responsible for exe-
cuting the state contract. Farmers must fulfill the plan, and if they do not, they are more severely pun-
ished than shirkat chairmen. At worst, ashirkat chairman who does not fulfill the plan may be removed
from his post, but a farmer is deprived of hisright to rent land. Farmers are frequently punished even
when they do not fulfill the plan for reasons beyond their control, for example, because of unfavorable
weather conditions, or if the state did not supply them with seeds, fertilizer, or water for irrigation on
time. The last factor is particularly important for the farmers of the Ferghana Valley, since, dueto the
poor state of the irrigation system, they are faced with constant breakdowns in water supply for irriga-
tion. According tothelaw, farmersare exempt from land tax for thefirst two years, but they must pay off
the debt of the former shirkats. What ismore, they haveto fulfill the cotton and grain plan of the former
shirkat within ten yearsat the sameratesthat were set for the shirkats. Contradictionsin legis ation com-
plicate the situation even more. Although the law on farming states that “ A farm shall independently
define the sphere of its activity, structure, and production volumes...,”" this regulation of the law is
violated by agovernment decision stipul ating the procedurefor reorganizing agricultural enterprisesinto
farms. According to this procedure, the farmer does not have the right to change the crop he grows, he
does not have the right to allow a drop in harvest yield, and so on.® Violation of these regulationsis
considered agross violation of the rent agreement, and it could lead to loss of the right to rent land.

Another form of agricultural entrepreneurship—dekhkan farms—functions on the periphery of
large agricultural producers (shirkats and farms). Asarule, such farmsare made up of onefamily that
works asmall plot of land of up to two hectares.’® Despite their small size, dekhkan farms are much
more productive than shirkats. In 2004, they produced 89.7% of the potatoes, 77.3% of other vegeta-
bles, and 61.4% of the melons and gourdsin the republic, whilein 2005, these indices rose to 92.4%,
77.7%, and 61.6%, respectively.

16 According to the data of the State Statistics Board of the Republic of Uzbekistan, available at [http://www.stat.uz/
STAT/index.php?eru%é& article=65], 11 January, 2007.

17 See: Art 22 of the Republic of Uzbekistan Law on the Farm, available at [http://www.wuasp.uz/
modules.php?name=UpDownload& req=getit& lid=150], 21 January, 2007.

18 Decision of the Cabinet of Ministers of the Republic of Uzbekistan on Measures to Reorganize Agricultural En-
terprises into Farms (5 January 2002, No. 8), available at [http://www.wuasp.uz/modules.php?name=Up
Download& reg=getit&lid=156], 21 January, 2007.

19 See: Republic of Uzbekistan Law on the Dekhkan Farm (No. 837-XI1), available at [http://www.wuasp.uz/
modul es.php?name=UpDownl oad& req=getit&lid=149], 21 January, 2007.

20 According to the data of the State Statistics Board of the Republic of Uzbekistan, available at [http://www.stat.uz/
STAT/index.php™/6ru%é& article=65], 21 January, 2007.
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The situation in Tajikistan is also developing along the same lines. According to Art 2 of the
Land Code of the Republic of Tajikistan, “land in the Republic of Tajikistan shall be the exclusive
property of the State.”?* But since 1997, collective farms have been actively disbanded and land
divvied up in Tajikistan. Tajikistan legislation envisages the transfer of the land of former collec-
tive farms and state farms to the dekhkans for their use and the creation of dekhkan farms.?? By
2003, they accounted for about half of the total number of farms. But this did not change the crux
of economic relationsin the agrarian sector. Land reform is going very slowly. Former state farms
and collective farmsthroughout the entire country have changed only their name and stamp during
the reform, which fact contradicts public relationsin the agroindustrial sector regulated by legisla-
tion. The dekhkansstill operate according to the team method. Each individual member of adekhkan
farm does not know where his share of land is located. The chairmen of dekhkan farms still report
to the local government bodies.

Land alotment is accompanied at all stages by bribes and additional payments. The dekhkans
do not know the current laws regul ating the course of the reform. So former state farm and collective
farm chairmen abuse their powers when distributing land by taking advantage of theilliteracy of the
dekhkans: they dispose of land at their own discretion or do not want to distribute it at all. In amost
all regions of the republic, instances are known of regulating land relations by means of rent agree-
ments, which contradicts the current laws and violates citizens' right to land.

As aresult of various land manipulations, only a small percentage of dekhkans become land-
holders, onethird rent it, and the rest are deprived of accessto land at all, retaining only estate plots.
There are cases when former collective farm and state farm heads established certain fees or distrib-
uted land in exchange for property. For example, in the Asht District of the Sogd Region, a dekhkan
at the Bobodarkhon farm was supposed to give two rams for each hectare of land he wasto receive.
During the division of collective and state farms, the main assets go to large landholders. The chair-
men of khukumats of the districts are trying to unite dekhkan farms by issuing decisions. In their at-
tempt to fulfill the plans, they are making farmers sow more cotton to the detriment of other crops,
determining independently which investor acontract should be entered with, and at which factory raw
cotton should be processed. As aresult of this, dekhkan farms are falling into debt and going bank-
rupt. Thisisleading to asignificant increase in the number of landless peasants and undermining the
position of the small farmer. It isalso giving rise to the widespread migration of farmersto the cities
and maintaining a high level of foreign work migration.

In contrast to the neighboring states, radical agrarian reform was carried out in the Republic of
Kyrgyzstan. Itslegislation envisagesdifferent formsof land ownership, including the private one (Art
4 of the Land Code of the Republic of Kyrgyzstan).?® But here too farmers are encountering numerous
problems.

The fragmentation of land plots and technology, and the scattering of them among numerous
peasant, farm, and private holdings created during the agrarian land reform makeit impossibleto carry
out scientifically justified crop rotation aimed at obtaining high harvest yields and to accumul ate the
resources heeded for purchasing and using modern, powerful and, at the same time, economical tech-
nology. Problems are also arising in selling the produce grown due to its limited amount.

2l Relevant information (in Russian) on the Land Code of the Republic of Tajikistan is available at [http://
www.kishovarz.tj/documents/ru/gonunho/zemelniy.doc], 21 January, 2007.

22 | bidem; relevant information (in Russian) on the Law of the Republic of Tajikistan on the Dekhkan Farm is avail-
able at [http://zakon.tj/index.cgiAid=3629], 21 January, 2007; Decision of the Republic of Tajikistan Government “On
Reorganization of Agricultural Enterprises and Organizations between 2002 and 2005,” available at [http://zakon.tj/
index.cgiAid=3769], 21 January, 2007 (in Russian).

2 Relevant information (in Russian) on the Land Code of the Republic of Kyrgyzstan is available at [http://
lawlib.freenet.uz/laws/kyrgyz/zemkg/1.html], 27 January, 2007.
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More than 85% of the agricultural machinery has been in use for more than 15-20 years, that is,
2-3-fold longer than its standard lifetime, and is already dueto be written off.?* The high price of fuel
and lubricants, spare parts, mineral fertilizers, pesticides, and technical servicesare making it unprof-
itableto grow agricultural produce. Many farmersare complaining about their insufficient corefinan-
cial resources, as well as the shortage and incompatibility in terms of maturity and interest rates of
loans offered by credit institutions.

The expensiveness of electric energy used for pumping stations supplying irrigation water for
agricultural cropsand theunclean state of alarge part of theinterfarm and intrafarm channelsaremaking
irrigated and provisionally irrigated land unproductive.

Problems of cross-border cooperation. Due to the differences in the areas and rates of con-
ducting economic reforms, the prices of several goods, including raw agricultural material (particu-
larly cotton) inthe Uzbek part of thevalley, are much lower than inthe Kyrgyz and partly inthe Tajik
areas. Thisisanimportant prerequisite for smuggling goods. Many farmersfrom the border areas prefer
to risk sending cotton to neighboring Kyrgyzstan or even Kazakhstan. In response, the Uzbek author-
ities are undertaking tough measuresto fight the export of cotton to neighboring republics. But fight-
ing economic interest using forceful methodsis doomed to disaster in advance. A vivid exampleisthe
trading situation at the Kara-Suu bazaar, whichislocated in asmall town 20 kilometersfrom the Kyrgyz
city of Osh and right on the border of Uzbekistan. The prices here are low, since the goods largely
come from China viathe mountain passes from Urumgi and Kashgar. When, in 2002, the Uzbek au-
thorities placed restrictions on trade at the bazaars within the country, hard currency gushed into the
Kara-Suu market from Uzbekistan. Instead of easing off on the trade restrictions, the Uzbek govern-
ment adopted asimple decision in an attempt to stimul ate businessin the country. In December 2002,
the bridge connecting Kara-Suu with Ilyichovsk on the Uzbek bank of theriver was pulled down, which
put an end to all the legal cross-border trade in one fell swoop. But trade did not stop, instead it was
taken under the control of organized criminal groups. Incidentaly, Ilyichovsk, along with Andijan,
became one of the centers of the mass disturbances in Uzbekistan in May 2005.

The threat from Islamic extremists is forcing Uzbekistan to constantly toughen up the border,
customs, and migration conditions, which is dealing a heavy blow to the interests of the residents of
the FerghanaValley asawhole. Several graveincidents on the bordersin the Ferghana V alley—peo-
ple killed from stepping on mines set by the Uzbek authorities on the border with Tajikistan and
Kyrgyzstan (mining of the Tajik-Uzbek border was begun by the Uzbek side in August 2000 to pre-
vent the fighters of the Islamic Movement of Uzbekistan from crossing the border. According to the
data of the State Border Protection Committee under the Tajikistan government, during thistime sixty
people have been killed and seventy peaceful citizens injured by antipersonnel mines on the Tgjik-
Uzbek border)® and firing by Uzbek border guards on peaceful citizens from neighboring states—are
arousing awave of public indignation in the valley.

Interstate contradictions are the reason for many of the everyday problems faced by the residents
of the Ferghana Valley. Difficultieswith gas and water supply have become run of the mill for thelocal
residents. The Uzbek side periodically restrictsthe supply of gasto the border regionsof Kyrgyzstan and
Tajikistan, motivating this by an increase in the debt of Kyrgyz and Tgjik consumers for fuel aready
delivered. Thisresultsininterruptionsin gassupply to citizens. Thelast suchincident took placein April
of last year when the Uzbektransgaz Company introduced restrictionson gasdeliveriesto the Sogd Region,
which gave rise to an acute fudl crisisin Khujand and the regions next to it.6 In response, Tajikistan

2 For more detail on the agriculture of the Osh Region see: [http://www.osh.gov.kg/agr/agr.htm], 27 January, 2007.

% See: A. Taksanov, “Razminirovanie—put miru i protsvetaniiu. Vzgliad iz Uzbekistana,” Varorud, No. 36 (124),
22 September, 2004.

% See: “V Khujande ogranichena podacha gaza gorozhanam do 1 chasa v sutki,” Information Agency AKlpress,
14 April, 2006.
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periodically createsdifficultiesin goodstransit to the Uzbek part of the FerghanaVValley (it issepara-
ted from the other regions of Uzbekistan by the Kuramin Mountain Range (altitude of up to 3,768 m),
and the only railroad runsthrough the Sogd Region). The poor state of theirrigation systemisleading
toanincreasein water shortages, which, inturn, isentailing periodical restrictionsin water supply for
agriculture and everyday needs from Kyrgyzstan to Uzbekistan.

At present, theisolationist measures undertaken by all the countries and the lack of coordination
in legislation among Uzbekistan, Tajikistan, and Kyrgyzstan are preventing the movement of capital,
labor, and goods, destroying traditional cross-border local markets, disrupting the common labor market,
and hindering the development of private business within the framework of the entire region and, in
so doing, aggravating unequal socioeconomic development and increasing poverty and instability in
theregion. Most of the goods circulation remains in the shadow, and the main flow of labor and trade
migration hasbecomeillegal. The FerghanaValley hasturned into azone of shadow capital, whichis
encouraging a spread in corruption. Bureaucrats in the parts of the valley are rapidly merging with
semi-criminal and criminal structures.

Taking into account the above, emergency measures must be carried out to improve the socioeco-
nomic situation in theregion. The set of measures should include those aimed at devel oping the agrarian
sector of the economy, attracting foreign investments, and forming a system for exporting manpower.

Development of the agrarian sector of the economy. In order to resolve this situation in the
agrarian sector of the FerghanaValley, we should keep in mind the specifics of the processesgoing on
in each republic and take the following measures:

1. Improvethelegislative base of al the republics and adopt regulatory acts aimed at economic
stimulation of priority branches of agriculture.

2. Cancel VAT on agricultural produce in general, including on technical and other services.

3. Create government support funds for agricultural cooperatives and farms, where financial
resources should be used for the centralized purchase of new machinery, spare parts, mineral
fertilizers, high-yield seeds, pesticides, and so on intended for stimulating and supporting
agricultural cooperatives and farms under conditions of credit recovery after acertain period
of time (leasing system).

4. Cancel the existing system of mandatory state purchases of cotton and grain in Uzbekistan
and Tajikistan.

5. Introduce a system of open auctions for purchasing agricultural produce to assist the forma-
tion of market mechanismsin the agrarian sector.

6. Lower electricity ratesfixed for pumping stations and pumps supplying irrigation and drink-
ing water in all the republics.

7. Develop, including with the aid of foreign investors, enterprisesfor the advanced processing
of raw agricultural material.

8. Takeurgent and comprehensive measuresto oppose corruption in the government power and
local self-government bodies.

The mandatory introduction of private land ownership in Uzbekistan and Tgjikistan proposed
by some expertsisinexpedient, since private land ownership initself is not a panacea against the dif-
ficultiesin agricultural development. The example of the Republic of Kyrgyzstan vividly illustrates
this. Therefore, the system of long-term land rental for 20-50 yearsis entirely acceptable.

Foreign investments. Another important factor determining the devel opment of the economy in
the FerghanaValley isattracting foreign investments. The development of infrastructure (particularly of
the irrigation system) and of the light and food industriesis apriority areafor foreign investors.
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Theinsufficient financial resourcesallotted to maintain the necessary operation and technical serv-
icing of theirrigation infrastructure hasled to asignificant deterioration in the state of theirrigation and
drainage system, areduction in the throughput capacity of canals, significant water |oss, widespread and
intense salinization of water and soil, and areduction in theyield of agricultural cropsin the Ferghana
Valley. Programs for attracting foreign investments into this sphere should be aimed at financial and
technical assistancefor improving the operation of theirrigation and drainage infrastructure, devel oping
technically approved proceduresfor drawing up water use plansand for improving irrigation techniques.
Thiswill help to raise the harvest yield and efficiency of agricultural production.

Due to the enormous demand for finished products, most primary resources are exported from
the FerghanaValley without advanced processing (for example, 85% of the cotton fiber produced and
hundred of thousands of tons of fruits and vegetables).?” And thisis despite the fact that the produc-
tioninfrastructure in therural areasis characterized by arelatively stable state of road-transportation
and energy management, gas supply, as well as the reserve capacities of construction organizations.
In order to resolve this problem, the light (particularly the textile) and food (processing of fruits and
vegetables, canning, and so on) industries must be devel oped.

Animportant place in agricultural potential in the future, asit wasin the past, will be occupied
by cotton production. So the emphasis must be placed on devel oping production plants for advanced
processing of raw cotton and cotton fiber, aswell asof thetextile and sewing industries. Animportant
fact defining the need to attract foreign investmentsinto the region’ slight industry isthe fact that the
enterprises of thisbranch are envisaging the use of alarge amount of labor resources, thanksto which
additional jobs can be created with relatively small amounts of investments. This primarily concerns
the creation of clothing manufacturers. In light of the high unemployment level, particularly among
women, thiswill be extremely conducive to reducing the level of social tension.

What ismore, theinvestment climate must be improved in the region by offering foreign inves-
torstax and other benefits and eliminating the administrative barriers that hinder the devel opment of
small and medium business.

Themanpower export system. As already noted above, the labor market in the Ferghana Val-
ley is under rather strong demographic pressure. So the authorities of Uzbekistan, Tgjikistan, and
Kyrgyzstan are objectively interested in increasing the export of manpower to other countries. Ac-
cording to the estimates of the Institute of Macroeconomic and Socia Studies, together with the Re-
public of Uzbekistan's Ministry of Labor, labor migration in Uzbekistan currently encompasses no
fewer than 600,000-700,000 people.® According to official data, approximately 350,000 of Tgjikistan's
able-bodied workersare currently working outside the republic. Most of them arein the Sogd Region.
Labor migration from Kyrgyzstan is similar in volume. The main flow of working migrants goes to
Russia, but those who leave are mainly young people under the age of 30, primarily men with very
different levels of education.

But factors exist that are hindering the development of labor migration in the Ferghana VValley.
Organized labor migration has still not becomewidely developed. Thereis no streamlined system for
exporting manpower at the state level in Uzbekistan, Tagjikistan, and Kyrgyzstan. For example, Uz-
bekistan has a state monopoly on the export of manpower abroad, and there is no legal private inter-
mediary activity inthis sphere. The government bodies are not taking advantage of the opportunity to
augment both potential partnersin labor migration, aswell asquotasfor the export of manpower under
contracts, although the popul ation’ s demand for such labor activity isvery high. So most labor migra-
tion from the Ferghana Valley iscarried out illegally and in indirect forms—by means of guest visas,
tourism, shuttle trips, and so on.

2" See: Natsional’ naia strategia ustoichivogo razvitiia Respubliki Uzbekistan, p. 48.
% Seer L. Maksakov, “Eksport rabochei sily iz Uzbekistana,” Trudovaia migratsiia v SNG (Labor Migration in the
CIS), No. 7, 2002.
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Thedimensions of informal labor migration are difficult to define, since no record iskept of this
phenomenon. Only indirect estimates can be made. We can only say for sure than the actual volumes
of registered labor migration account for only a small part of the main flow.

Based on this, the local authorities should devel op state programs for exporting manpower, as-
sist private intermediary activity for providing citizens with jobs abroad, and enter corresponding
international agreements with manpower importer countries (particularly with Russia).

So labor migration of the population of the Ferghana Valley iseconomically favorable both for
theregion, and for the participantsthemselves. It ensuresan inflow of hard currency and hel psto reduce
tension on the labor market, particularly in the most densely populated areas. This meansthat support
of manpower export should be one of the most important areas of state policy inthe employment sphere.

ARMENIA:
ECONOMIC CHALLENGES DURING
THE CHANGE OF GUARD

Haroutiun KHACHATRIAN

Economic and political analyst, Noyan Tapan Information Center
(Erevan, Armenia)

areto take place in May 2007, followed by

presidential electionsin March 2008. In oth-
er words, the country is to go through a radical
“change of guard:” Robert Kocharianisto leave
the post of president because in accordance with
the Armenian Constitution he cannot be nominat-
ed for athird term of office. This highlights the
importance of the 2007 parliamentary elections,
considering that the name of the future occupant
of the presidential palacefor aterm of four years
will in large part depend on the results of these
elections. Amendmentsto the Basic Law madein
November 2005 enhance the role of parliament
and government by transferring to them some of

T he next parliamentary electionsin Armenia

the president’ s powers, and this complicates the
picture still further.

Another point to note about the coming
change of power isthat Robert Kocharian's ten-
year presidency and Andranik Margaryan’s sev-
en-year tenure as prime minister (2001-2007)
have undoubtedly proved to be quite successful
for the country’s economy. This means that the
coming change of power isalso atest for the econ-
omy of thissmall (in size) republic or, more pre-
cisely, atest for its stability and policy continui-
ty. In addition, on the threshold of this decisive
change of guard the country faces (or may face) a
number of economic challenges, whose success-
ful resolution is also part of the test.

Main Economic Results of the Kocharian Era

Although Robert Kocharianisto remain at the helm of state for almost ayear, an attempt to sum
up the preliminary results of hisrule (economic resultsaboveall) isperfectly justified, especially since
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one can say that the main events of histerm of office have already taken place, while hisfurther moves
are predictable.
The general situation in the economy is asfollows.

— The country was among the first seven FSU republics to restore the 1989 level of GDP by
2005.* In this case, Armeniadiffered from the six post-Soviet states with higher rankingsin
that, among other things, it had no natural resources (in contrast to Azerbaijan and K azakhstan).
Moreover, the crisisthrough which it passed in the early 1990swas one of the deepest among
the crises experienced by all FSU republics (GDP fell to 42% of the 1989 level). There were
al so the economic consequences of tenserel ationswith Azerbaijan and Turkey inview of the
Nagorno-Karabakh conflict.

Economic growth (for six yearsrunning, from 2001 to 2006, this growth was expressed
in double-digit figures) entailed a substantial reduction in poverty: the share of the popula-
tionliving below the poverty linewasdown from 56%in 1999 to 29% in 2005. In other words,
in six years aquarter of the population (about 800 thousand) ceased to be poor.

— Now that therepublic hasrestored its pre-crisis GDPlevel, its new economy has proved to be
more competitive than it was right after the breakup of the U.S.S.R. In the first place, thisis
expressed inlower resourceintensity: with the same GDP, the country now consumes 2.5 times
less electricity and almost three times |ess gas than in the Soviet period. The material inten-
sity of GDP has declined as well, with a sharp reduction in the republic’ s dependence on the
foreign market: the foreign trade turnover has decreased almost sixfold compared to the So-
viet period.? Such areorientation toward the domestic market isin itself a sign of the econ-
omy’ s growing competitiveness and stability.

— Themain factor that has produced thisresult isthe state’ s highly liberal economic policy, as
evidenced, for example, by the Heritage Foundation/Wall Street Journal Index of Economic
Freedom. Interms of thisindex, Armeniahasfor several yearsnow ranked aboveall the other
CISrepublics, and in 2005 it was among the top 30 countries in the world (out of more than
150), outranking even anumber of EU states. The republic also ranks quite high on the Ease
of Doing BusinessIndex, calculated by the World Bank. At year-end 2005, it was 46th among
155 countries, far ahead of all the other CIS republics.® This has been achieved, in the first
place, dueto Armenia sliberal tax and trade regime, whose foundation waslaid under Robert
Kocharian’ s predecessor, the country’ sfirst president Levon Ter-Petrosian. And the Kochar-
ian-Margaryan tandem continued to pursue the course adopted at that time (improving the
situation in some respects and worsening it in others).

— Today the Armenian economy isfairly balanced (its dependence on growth in some particu-
lar sector or subsector isinsignificant). A distinguishing feature of the six years of “double-
digit growth” mentioned above wasthat in different yearsthis growth wasdriven by different
“locomotives,” with industry, agriculture and construction replacing each other in this capac-
ity. Similar processes were underway within these sectors: in industry, for example, food
production took the lead alternately with diamond cutting and mining.

! See: EBRD Transition Report 2005. According to forecasts for that year, only six countries were expected to reach
that level: Uzbekistan, Estonia, Turkmenistan, Belarus, Kazakhstan and Armenia. But then it turned out that in 2005 the
Soviet-period GDP level was also reached by Azerbaijan, whose record GDP growth (26%) at that time was due to a sharp
increase in oil production and world oil prices.

2 See: H. Khachatrian, “Economic Situation in the South Caucasus Countries in the 15th Year of Independence. A
Comparative Analysis,” Armenian Trends, 2006, Q4.

3 According to an updated technique applied a year later, Armenia’s ranking was even higher: 37th place (see:
[www.doingbusiness.org/ExploreEconomies/Default.aspx ?economyid=10]).
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—Armeniaisnot amodel of democracy, but the fairly long period of stability* has enabled its
authoritarian leaders to take steps conducive to economic development and growth. Internal
political processes ran along linesthat helped, asfar as possible, to separate economicsfrom
politics. Two major developments were of particular importance in this respect. First, the
introduction of asystem of civil service (one of Kocharian’s key reforms) has made most of
the state apparatusindependent of political processes: from now on, ministers can be replaced
as often as once a month, but none of the new ministers have the right, as they had only six
years ago, to dismiss their subordinates (at the appropriate level) as they see fit. Another
characteristic development of thiskind isthat over the past two yearsthe function of themain
reforming agency has passed from the government to the Central Bank, which is much less
dependent on the current political situation. The Central Bank is now engaged in creating a
securitiesmarket, which impliesthe need not only to devel op an appropriate legislative frame-
work and infrastructure, but also to carry out fundamental reforms in the area of corporate
governance in Armenia, especially when it comes to companies owned by big businessmen
(oligarchs). And the fact that the Central Bank is not susceptible to political change and, in
particular, that its present chairman, Tigran Sarkisian, can retain his position for another five
yearsis good reason to hope for success in this matter.

— Armeniais undoubtedly aunique state as regardsits geopolitical position. What | mean isthat
it is probably the only country in the world which, while being a military-political partner of
Russia, at the same time declares its pro-Western orientation, actively implementing market
reformsand getting Western assi stance for their implementation. In parti cul ar, throughout most
of the 1990s the republic was the world’s third largest recipient of U.S. government aid (per
capita), ranking behind I srael and Egypt. Thisensured, among other things, aconstant inflow of
money and technical assistance from international financial organizations: the International
Monetary Fund and the World Bank. At the same time, the existence of such an ally as Russia
provides tangible support in ensuring the security of the country’s borders. In recent years,
cooperation with Russiahas also led to an increase in investment (it should be noted that Rus-
sia—Armenid s strategic ally”—has never provided it with any free assistance, in contrast to
the United States, Russia srival intheregion). In 2006, Armenia sallied relationswith Russia
probably for the first time produced real economic results. Thus, Russia s Gazprom agreed to
keep the price of gas supplied to the republic down to thelevel of $110 per 1,000 cubic meters,
which is half the price paid by most other CIS countries, in exchange for the unfinished fifth
power generating unit of the Razdan Heat and Power Plant (Armeniacould not find an investor
for thisunit for over 10 years). Theresultant “ gasrespite” isawelcome development for Arme-
nia, whose industrial growth has slowed in recent years.

The Challenges of the Near Future

The economic challengesfacing the country today and thoseit may confront in the coming yearsare
mostly due to the factors listed above. They can be divided into two groups. First, there are challenges of

4 In effect, stability has lasted for amost seven years, since the appointment of Andranik Margaryan as prime min-
ister in May 2000. The Kocharian-Margaryan tandem was able, without much difficulty, to keep the reins of power during
the 2003 presidential and parliamentary elections. True, these elections took place with obvious violations in favor of the
ruling elite, but the weak and fragmented opposition failed not only to undermine the existing regime (to realize their dream
about a “color revolution” of their own), but even to create a tangible threat to its stability. One of the main reasons for the
weakness of the opposition was evidently the weakness of the protest electorate, which could not be strong in the condi-
tions of rapid economic growth accompanied by poverty reduction in the country.
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anobjectivekind caused by thefact that therepublic’ sdevel opment hasreached acertain watershed, apoint
from which it has to move forward so as not to lag behind and |ose the advantages gained in competitive
struggle. The second group includes factors external to the economy, which, for their part, can be divided
into two subgroups: factors partly determined by the domestic political situation (primarily the coming
elections) and purely external challenges. Finally, all thesethree setsof challengesare closely interrelated,
and the fact that they have come together at thistime only complicatestheir anaysis.

A) Risks Associated with Elections

1. Risk of Destabilization During and/or After the Election Campaigns

The record of the past few years shows that thereislittle likelihood of political destabilization
in the republic and that when such risks did appear (as during the 1996 presidential el ection and both
electionsin 2003) the ruling regime was able to neutralize them with considerabl e ease. But the com-
ing election campaigns are uniquein the sensethat for thefirst time (at least since 1995) thereisto be
a contest not between the ruling party and the opposition, but between different factions of one and
the same ruling regime. Political reality and legislation are such that these factions will not take a
common stand against some kind of opposition, but will compete with each other both for parliamen-
tary seats and for the presidency. This situation will be complicated by two circumstances. First, by
the ambitions of Robert Kocharian, who will have to step down as president, but who declaresthat he
has no intention of leaving the political scene.® Therole that he wants to play after March 2008 and
that theruling eliteis prepared to entrust to him (let usrecall that officially Robert Kocharianisnot a
member of any political party) remains a matter for conjecture. And second, by the emergence of a
new and potentially powerful political organization, the Bargavach Hayastan (Prosperous Armenia)
party. Analysts are at aloss about its ambitions and its possible place in the country’ s political spec-
trum.® But all of them agreethat this party is destined to make asignificant contribution to theimple-
mentation of Robert Kocharian’ s personal plans after his departure from the position of head of state.

All of the above suggests that the change of guard will probably be accompanied by some kind of
upheavals. And it istaken for granted that such upheavalswill have anegative or even catastrophic effect
on the economy. In my opinion, however, thereislittle likelihood of such aturn of events; theruling elite
will manageto reach an agreement and go through thisnew and unprecedented period inthe country’ shistory
without upheavals, which are ultimately not in the interests of any group of the national elite.

2. Risk of International Sanctions for Improperly Held Elections

Thisisamore mild version of palitical upheaval which may follow inthewake of electionsif they
do not meet the standards of democracy, as has been the case virtually throughout the past ten years.
Western donors have repeatedly shut their eyesto the violations of electoral laws and procedures used
by theruling party to consolidateits power in the struggle against the opposition. In the period preceding
the current election cycle, the Armenian authorities got more warnings than usual that in case of detec-
tion of such violations foreign donors would apply certain “sticks.” There are two of these. First, the

5 Here is what he said in an interview on 15 December, 2006: “I have no intention of becoming the youngest pen-
sioner in Armenia’ (see: [http://news.president.am/rus/separate.php?sub=press& id=96& year=2006]).

5 Today one can say the following about this party. First, it was set up and is financed by Gagik Tsarukian, one of
the country’ s wealthiest businessmen. Second, the party engages in charity on alarge scale, winning widespread populari-
ty. And third, it has no prominent professional politicians among its members.
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threat of suspension of theU.S. Millennium Challenge program ($236 million for the rehabilitation of
roads and other infrastructure facilities in rural areas). And second, the possibility of a review (or
suspension) of the joint Action Plan under the European Neighborhood Policy program (whose im-
plementation beginsin 2007), a possibility which is not ruled out by the European Commission.

As| seeit, thisrisk is not very significant either. And the point is not only that the Armenian
ruling eliteis afraid of these “sticks” (although they are not large in money terms, their use would
mean a break with the leading Western partners and donors, even while there is no alternative to the
“Western” path of development for the country’s economy). There is yet another and possibly more
important factor, a consequence of the above-mentioned political situation, in which the main strug-
gleisto take place between different factions of the ruling elite, i.e., between forces in possession of
virtually equal resources both for election rigging and for counteracting such attempts. It is precisely
due to this circumstance, paradoxical asit may seem, that they will probably have no choice but to
determinethe composition of the future parliament in the course of arelatively fair fight (the outcome
of the presidential election is a more complicated and distant problem). It cannot be ruled out that
National Assembly Chairman Tigran Torosian, who has recently stated on many occasions that fair
elections are in the interests of all political forcesin the republic, will prove to be right.

B) Risks Associated with the Country’s Economic Development

Asnoted above, Armeniahas carried out sufficiently rapid and effective market reformsand has
reached a point where these reforms have aready produced their results, whereas further active eco-
nomic growth requires qualitatively different reforms. Consequently, therisksincluded in this group
would have appeared even without an election campaign, but therealities of thelatter complicatethese
problems still further. In my opinion, there are two main risks of this kind:

1. Thepossibility of adeparture from liberal economic principles or asuspension of thereforms.
The beginning of 2007 was marked by an event which causes some concern. In terms of the
Index of Economic Freedom for this year, Armenia has dropped from 27th to 32nd place. Al-
though it has retained the “title” of the freest economy in the CIS (and according to the authors
of the Heritage Foundation report, thisdrop, at least in part, isdue to changesin the calculation
technique), itisworrying that anumber of problems cannot find their solution for several years.
These include corruption, dependence of the judicial system on the executive authorities, une-
qual law enforcement in relation to different subjects, etc. All of this can create therisk of Ar-
menid slosingitsinvestment attractiveness, whichisnot too great asitisin view of geopolitical
factors. According to experts of international financial organizations, in order to achieve fur-
ther stable economic growth Armeniashould set itself more ambitioustasksthan at thefirst stage
of economic reforms. Now that the basic tasks of economic transition along theselineshavein
the main been accomplished (creation of a private sector with a subsequent increaseinitsrole
in the economy, development of appropriate state regulation of the “rules of the game”), it is
necessary to radically increase the role of financial institutions. Thistask has been undertaken
by the Central Bank, which in 2005 and 2006 was vested with such functions as the devel op-
ment of mechanisms for the creation of a securities market and an insurance market (even in-
cluding the development of aframework for transition to afunded pension system). As noted
above, thisis a step in the right direction if only because the Central Bank is relatively inde-
pendent of political factors (incidentally, thisvery independenceisamong sovereign Armenia’ s
undeniable achievements). However, it is & so obvious that without support from the govern-
ment the Central Bank will be unable to cope with these tasks (take, for example, the question
of introducing modern corporate governance principlesin business companies, without which
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it isimpossible to create a securities market). Hence the danger that the government and parlia-
ment, preoccupied with their pre- and post-el ection concerns, will not pay proper attention to these
problems. Robert Kocharian appearsto be aware of this, because he hastime and again spoken of
hisintention to prevent electoral processes from having asignificant effect on the economy.

. Continued strengthening of the Armenian dram. This process began in 2003 (the dram was at

its lowest point in relation to the dollar in March 2003: 587 drams per dollar). Since then the
dram hasrisen against all currenciesat an annual rate of about 10%, causing discontent among
a significant part of the population (say, employees of foreign organizations paid in foreign
currency). Thisdiscontent is most pronounced in the large segment of the popul ation (accord-
ing to Central Bank estimates, about one-third of the country’ s households) that receives mon-
etary support from relatives abroad. According to the Central Bank, these remittances are actu-
ally themain cause of theriseinthevalue of the national currency, becauseinrecent yearstheir
amount hasincreased at an annual rate of at least 15% (other contributing factorsareareduction
inthetrade deficit and an increasein investment inflows). However that may be, thisdiscontent
does not go beyond faint murmurs, because the peopl €' s purchasing power has been rising an-
yway, both due to these remittances and as a result of rising income levelsin the country. An-
other and much more serious consequence of thisphenomenon could beexcessively rapid growth
of thedollar equivalent of Armenian wages, which could have anegative effect on the compet-
itivenessof domestic goods. According to government assurances, the strengthening of thedram
has so far had no such effect, while the slowdown in the growth of exports over the past two
years is caused by other factors. The chart shows the movement of the average wage in the
country—in drams and in dollars—from 2003 to 2006 (real) and its projections until 2009,
given acontinued increase in the dram wage (at 23% per year) and arise of the dram against
the dollar (at an average annual rate of 10%).
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If the current trend continues, in 2008 the average dollar wage will already exceed $300 per month,
and in 2009 it will be close to $400. And thisis already comparable to the figures for East European
countries, i.e., the republic will lose such animportant (in some respects) advantage asrelatively low
wages, which will deal a severe blow to the competitiveness of domestic goods.

For the time being, the strengthening of the Armenian dram isto some extent even beneficial to
local producers, because the weakening U.S. dollar reduces investment costs, e.g., the costs of pur-
chasing new equipment abroad. Over the past two years, according to the Ministry of Trade and Eco-
nomic Development, imports of such goods have been growing faster than other imports, and this, in
the Ministry’ s opinion, opens up prospects for enhancing the competitiveness of Armenian goods.

C) Risks Associated with External Factors

Themost serious external risksto the Armenian economy are undoubtedly outbreaks of violence
in territories adjacent to the republic. Such risks can come from each of the four neighboring coun-
tries: in the form of aresumption of hostilitiesin the zone of the Karabakh conflict, aU.S. armed at-
tack against Iran, destabilization in Georgia or even in Turkey. However, the likelihood of all these
adverse scenarios being set in motion in the foreseeable future is very insignificant. The following
risks appear to be morereal:

1. A simultaneousreturn home of large numbers of labor migrantsfrom Russiaasaresult of the
Russian government’s new policy. This can not only reduce the inflow of remittances, but
also cause a surge in unemployment and related problems.” The government of Armenia, in
contrast to the authorities of Azerbaijan, is not particularly concerned about the possiblein-
flow of compatriots, who are now prohibited, by decision of the Kremlin, from working in
public retail markets. According to fragmentary data, there are not too many Armeniansin
Russian markets. But evenif oneinten Armenian citizenslivingin Russiaare obliged toreturn
home (and thisisabout 60-70 thousand people), the country will be faced with aserious prob-
lem: it will take at least several yearsto integrate the returnees into the economy.

2. Shockscaused by changesinworld grain and energy prices. Armeniahaspartly insured itsel f
against such shocks by itsdeal with Gazprom, signedin April 2006. However, the possibility
of itsviolation by the Russian company cannot be entirely ruled out; on the other hand, by
2009 the price of gasin Armeniaisto double anyway, and the country should make the most
of this “gas respite.” Although the rise in the value of the dram (according to Central Bank
forecasts, it is to continue for at least another year) will to some extent cushion this blow,
Armeniawill inany case eventually haveto deal with asignificant riseinthe price of itsbasic
fuel: from the current $110 to about $235 (if not more) per 1,000 cubic meters. For the present,
the republic’s authorities are in no hurry to reduce electricity rates, which is quite possible
given the current price of gas and the continued weakening of the dollar (this could be apre-
ventive measure in the face of the future increase in gas prices).

3. Geopolitical risksassociated with apossible change of economic orientation driven by political
and not economic factors. A meeting between Robert K ocharian and Vladimir Putin held in Sochi
on 24 January, 2007, produced a sensational result: Russia declared its intention to invest in
Armeniaover the next few yearsroughly asmuch asit had invested in the previous decade. One

7 Of course, agreat deal will depend on the occupations of people returning in the first place. The country has re-
cently experienced a growing shortage of skilled labor, primarily in construction. But skilled construction workers are un-
likely to return, because Russiaitself isin the midst of a building boom.
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of the optionshereiseven aproject for the construction of such afacility untypical for Armenia
asarefinery for processing Iranian 0il.2 On the one hand, an inflow of investment can only be
welcomed but, on the other, such plans will mean Erevan’s close ties to the Moscow-Tehran
axis, whichwill probably have anegative effect on the prospects of Armenia’ scontactswiththe
West. Another consequence of thisexpansion could bea*” politicization” of investment activity.
For example, attention isalready drawn to the fact that Russiahas stated itsintention to engage
in uranium production in Armenia, even though a short time ago the republic’ s authorities re-
jected asimilar proposal made by the American company Global Gold.

. Shocks associated with the possible unblocking of transportation routes. At present, the republic
suffers from the closure of the Abkhaz Railway, the most convenient route connecting Armenia
and Russia, and also from the closure of the Armenian-Turkish and Armenian-Azerbaijani bor-
ders. My own analysis carried out three years ago showed that the chances of these communica-
tion lines being unblocked decreased precisely in the above-listed order, i.e., that the unblocking
of the Abkhaz Railway was most likely, while the opening of the Armenian-Azerbaijani border
wasleast likely.® Given the recent complicationsin relations between Moscow and Thilisi, and
also certain progressin the talks on Nagorno-Karabakh, this order no longer appears so indisput-
able. An“easing” of Armenian-Azerbaijani relations as such can hardly be expected to have an
immediate beneficial effect on the economy, but it could pave the way for the opening of the
Armenian-Turkish border, closed by Ankarain April 1993 asatoken of solidarity with Baku over
the Karabakh conflict. Although the probability of thisisfairly low, Erevan should be prepared
for suchaturn of eventsbecause, according to experts, theopening of theborder with Turkey could
result in adoubling of GDP growth in Armenia,® i.e., the republic could be faced not only with
very rapid GDP growth (known as* overheating of the economy” and believed to be arather dan-
gerous phenomenon), but alsowithamassof other problems(the need to restart communications,
theinflow of freight and people, etc.), for which Armenia hasto prepare as well.

8 For more detail, see: “Svet v kontse truby,” Kommersant, 26 January, 2007.

9 See: H. Khachatrian, op. cit.

10 The results of a recent conference are available on the website of the U.S. Embassy in Armenia:
[www.yerevan.usembassy.gov/news/2007/january/news011307.pdf].

CAN THE KAZAKHSTAN ECONOMY
BECOME RAW-MATERIAL INDEPENDENT

Arsen TLEPPAEV

Researcher at the Department of Macro-Microeconomics,
al-Farabi Kazakh National University
(Almaty, Kazakhstan)

azakhstan's economic development has | about how long it can keep these dynamics up.
been rather impressiveinrecent years, but | Many experts are inclined to explain the stable
the country has very justified concerns | growth rates not by the government’ sintelligent
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economic policy, but by the economy’s reverse
motion after the slump reached its peak, and also
by national currency devaluation and increasing
oil prices.

The high price of raw material resourcesin
recent yearsisindeed ensuring high growth rates
of Kazakhstan’ s GDP. But theamount of revenue
coming into the country from these sourcesis ex-
tremely unstable and unpredictableand can hardly
beviewed asafirmfoundation for long-term eco-
nomic growth. What is more, as many research
studies indicate, this revenue may even hinder
successful development to a certain extent. The
K azakhstan economy isnot uniquein thisrespect.
Nearly all resource-rich countries are encounter-
ing the same problem—how to diversify industrial
production and export so that they depend lesson
resource factors.

! See: N. Volchkova, “Prichiny syrevoi zavisimosti
rossiiskoi ekonomiki: “gollandskaia bolezn” ili nedostatoch-
no razvitye instituty?’ p. 2, available at [http://siteresources.
worldbank.org/INTRANETTRADE/Resources/ Topics/Ac-
0n/438734-1109706732431/ChapteronNatural Resources
Rus.doc].

The question economists are trying to an-
swer iswhether abundant resources are aboon or
bane for the economy.? At first glace, it seems
strange that a country’ s natural supplies of valu-
able resources might be a reason for economic
failures. But, as often happens in economic sys-
tems, various indirect negative effects can out-
weigh thedirect positive effect of supplementary
wealth, so in terms of economic development as
awhole, the overall effect of possessing natural
resources could be negative.®

Several mechanismscan besingled out that
areresponsiblefor the negative effects of acoun-
try’s natural resources on its economic devel op-
ment. First, the percussions of the “Dutch dis-
ease.” Second, the unproductive activity of eco-
nomic agents, stimulated by the high rent related
to natural resources, leadsto poor management of
economicingtitutions, which, inturn, slowsdown
economic growth.*

2 |bidem.
3 |bidem.
4 |bidem.

Growth without
Development

Today, the main source of economic growth isexploitation of the country’ sraw material poten-
tial. Economic growth is generated by an increase in oil production maintained by the high price of
raw material, aswell astheincreasein foreigninvestments. The oil sector has had a stimul ating effect
on other key spheres of the economy aswell, such asthe service, production, and construction sectors,
which achieved significant economic indices.

Extensive growth based on rich natural resourcesis being observed in the country. The oil-pro-
ducing countries of the Persian Gulf and many other states went through similar development stages
in the 1950s-1970s, in so doing demonstrating the highest GDP growth rates. For example, in Mexi-
co, high ail prices stimulated an increase of 8-9% in the GDP in 1978-1981, compared with 3-4% in
1975-1977, and the average annual increase in investments amounted to 16%. But the situation in the
Mexican economy began to deteriorate due to a change in the oil price trend at the beginning of the
1980s. The GDP began to decline, the national currency (peso) underwent devaluation of more than
40%, capital began to drain from the country at an accelerated rate, and the foreign debt rose to 97
billion dollarsin 1985.°

5 See: V. Mau, “Ekonomicheskaia politika v 2004 godu: poisk modeli konsolidatsii rosta,” Voprosy ekonomiki,
No. 1, 2005.
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The Kazakhstan economy began undergoing real growth in 1996, although it backtracked in
1998 when the Asian and Russian financial crises and the drop in world prices for the country’s
main export items caused adecrease in the GDP of 1.9% compared with the previousyear. After the
profound crisis at the beginning of the 1990s, economic growth in 1996, 1997, and 1999 wasinsig-
nificant, averaging 1.6%, while theimproved situation on the world market at the beginning of the
21st century gave a boost to economic growth as a whole and to oil production in particular. For
example, the average annual growth ratesin GDP for 2000-2006 were more than 10%. The volume
of GDP increased from 2,016 trillion tenge (or 16.85 billion dollars) in 1999 to 9.74 trillion tenge
(or 77.24 hillion dollars) in 2006.

Revenue from the raw material sectors largely defined the priorities not only of economic, but
also of social policy. For example, the unsuccessful development of the situation on the world hydro-
carbon market in 1997-1998, when the price of oil fell at the end of 1998 to 9 dollars abarrel, forced
the government to curtail theinvestment programs and sequester the budget (mainly itssocial compo-
nent) several times throughout 1999.

Thenatural resource sector isplaying avery significant rolein Kazakhstan’ seconomy. But there
are problems with defining the precise structural proportions of the GDP.

According to the results of 2005, the RK Statistics Board assessed the percentagein the GDP of
all branchesrelated to the oil and gas sector at 17.5%, or at 1 trillion 334.6 billion tenge (or 10 billion
dollars) in absolute figures (at current prices). While the share of the raw material sector in the GDP
amounted to 22.2% and to 1 trillion 682.4 billion tenge (12.66 billion dollars) in absolute figures (at
current prices).

The official statistics show that the oil and gas sector itself accounts for 14.3% of the GDP. In so
doing, the share of crude oil and associated gas production amounted to 12.4% of the GDP, natural gas
production to 0.2%, oil and gas production servicesto 0.8%, and petroleum product production to 0.8%.

In other branches of the economy, the contribution of the oil and gas sector to the GDPis much
lower. For example, in construction, the oil and gas sector isrepresented by the laying of major oil and
gas pipelines, whereby in 2005 the volume of this work amounted to 0.3% of the GDP. In trade, car
repair, househol d goods, and personal items, the oil and gas sector isrepresented by servicesinwholesale
liquid or gaseous fuel trade, which amount to 1.4% of the GDP. In the transportation sphere, the oil
and gas sector accounted for 1% of the GDP, in terms of pipeline transport for 0.7% and of rail ship-
ment for 0.3%. With respect to real estate transactions, rental and other services offered customersin
the oil and gas sector by means of geological survey accounted for 0.5% of the GDP.

Judging by these statistics, the contribution of the oil industry to the GDPlooks artificially low.
Many expertsaretaking note of thisfact. In particular, Peter Oppenheimer, economic advisor at Oxford
University and expert at the British company Oppenheimer Technical Assistance Consultants, saidin
Almaty at a conference on the Development of the RK’s Energy Strategy on 23 February, 2006 that
the official datado not realistically reflect the share of the oil industry in the GDP, since part of what
the oil industry actually producesis attributed to other services, trade, and transport.” Mr. Oppenhe-
imer believes that the actual share of the oil industry tops 25% of the GDP.

It should a so be noted that the Russian Federation State Statistics Board offersasimilar picture,
according to which the percentage of the oil and gas industries amounted to only 9% of the GDPin
2000. However, thereport of the World Bank shows that the assessments of the State Statistics Board
are significantly distorted by the transfer pricing that occursin vertically integrated production and
trade companies and branches of the economy related to natural resources. Thisleads to an underes-
timation of the share of the resource-intensive production sector and an overestimation of the service
(trade) sector in the production structure of the economy. Using the trade markups obtained from the
statistics for other countries (Great Britain, Canada, Denmark) and data of the Russian input-output
table, researchersof the World Bank recal culated the share of theseindustries and cameto the conclu-
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sion that the contribution of the oil and gasindustriesin the Russian economy could reach 25% of the
GDP, while the share of trade could decrease from 30% to 10%.°

The change in Kazakhstan's industry and export structure speaks in favor of raw material
growth.

Asaresult of the structural changes at the beginning of the 1990s and the increasein prices
for raw materials at the end of the last decade of the 20th century, there was a decrease in the
share of machine-building and agriculture with a simultaneous increase in the share of the min-
ing industry.

In 1990, agriculture accounted for 34% of the GDP, the production sphere for 20.5%, transpor-
tation for 8.6%, construction for 12%, and trade and distribution for 8.2%. Six years|ater, the percent-
age of agricultureinthe GDPfell to 12.2%, of construction to 4.4%, while the share of the production
sector and transportation changed very little and amounted to 21.2% and 9.7%, respectively. In so
doing, the share of trade and the circulation sphere rose to 17.3%.

The major changesin the structure of the economy continued after the price of oil and met-
als began to increase. The share of agriculture fell to 5.5%, thus showing an annual reduction in
the role of this sector in the GDP for the entire time of the country’ sindependence. The share of
the production sector in the GDP for this period grew steadily, reaching a peak of 33.3% in 2000,
when the price of oil abruptly increased. In 2005 and 2006, this share decreased somewhat, after
reaching 29.8% and 29.5%, respectively. After the slump in the mid-1990s, the share of construc-
tion began to rise, reaching 8.9% in 2006, and the share of transportation for these years remained
at a steady 9%.

As industry’s role increased, its share of crude oil and natural gas production increased from
10.8% in 1995 to 50.9% in 2005, thusintensifying the raw material vector of industry, whichislarge-
ly explained by the export orientation of these branches. In so doing, the percentage of ferrous and
non-ferrous metal lurgy compared with the beginning of the 1990s remains essentially unchanged, and
even fell compared with the middle of the mentioned decade. In so doing, this happened under condi-
tions of an increase in the price of metal on the world market.

Table 1
Structure of Industrial Production for 1990-2005 (%)

The entire production sector

Oil production 1.8 10 14.2 38 39.6 50.4
Gas production 0.2 0.8 1 0.5 0.4 0.5
Ferrous metallurgy 6.1 13.6 10.7 8.5 7.9 5.2
Non-ferrous metallurgy 9.5 115 11.8 11.7 8.1 7.6
Machine-building 15.9 7.4 7.1 2.5 3.3 3.4
Light industry 15.6 25 2.4 2.1 1.4 0.83

/S ource: The Republic of Kazakhstan Statistics Agency. )/

5 See: N. Volchkova, op. cit.
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The share of industries putting out end products, on the contrary, dropped. For example, in
1990, machine-building accounted for 15.9% of the industrial production, whereas in subsequent
yearsthe share of thisindustry steadily fell, reaching 3.4% in 2005. The share of the light industry
(represented by the textile and sewing industry, as well as leather production) fell from 15.6% in
1990 t0 0.83% in 2005, and of the food industry from 22.3% in 1991 to 8.8% in 2005 (see Table 1).
Several branches, such asthe glass, chinaand porcelain, and microbiol ogical industries ceased their
activity entirely.

The deterioration in the export structure also demonstrates an increase in oil dependence. For ex-
ample, theshareof mineral productsin export for the past ten yearshasbeen steadily increasing. [n 1996,
the share of mineral production in export amounted to 36.9%, and of oil and gas condensate to 21.3%.
In 2006, mineral products occupied 71.9% of export, 61.7% of which was oil and gas condensate.

According to the results of the first nine months of 2006, the export of raw materials and low val-
ue-added primary products accounted for morethan 90% of the country’ sexport. Against the background
of anincrease in the export of hydrocarbons and non-ferrous metals, thereisareduction in the share of
other goods in the overall export volume. Despite the increase in export in cost terms, in comparison
with the first nine months of 2005, the percentage of export of ferrous metals decreased from 8.2% to
6%, of textiles and textile goods from 0.7% to 0.6%, of machinery and equipment from 0.8% to 0.7%.”

According to the estimates of the World Bank, since 1997 the export volume of all the other
industries has been frozen at alevel of approximately 2 billion dollars.

Hypertrophy of the oil and gas industry can be seen even more prominently in the structure of
foreign direct investments. Investments in major projects of the oil and gas industry determine the
structure of the gross FDI inflow in terms of types of economic activity and investor countries.

In 1993-2005, the share of the production industry, primarily of the oil industry, was approxi-
mately 70-80% of the total mass of foreign direct investments coming into the country.

In general, the production industry and geological survey work absorbed more than three quar-
tersof the grossinflow of foreigninvestmentsfrom 1993 to thefirst nine months of 2006. Ferrous and
non-ferrous metallurgy account for a little less than one tenth (approximately 7%). The processing
industry, not including metallurgy, accounted for only 5% of the inflow of investments, and agricul-
ture for only one tenth of a percent.

Accordingtotheresult of thefirst nine months of 2006, the grossinflow of foreign direct invest-
ments topped 7.1 billion dollars, after increasing 1.6-fold compared with the same period in 2005.
The percentage of investmentsin industries related to raw material production, ferrous and non-fer-
rous metallurgy, and geological exploration for the first nine months of 2006 amounted to 81% (see
Fig. 1), whileonly 1.6% wasinvested in the production of machinery, 4.3% in construction, 3.66%in
transportation and communications, and 0.5% in agriculture (see Table 2).

Theincreasein grossinflow of direct investmentswas largely ensured by implementing oil and
gasprojects, in particular with respect to the devel opment of the Kashagan, Tengiz, Korolevskoe, and
Karachaganak fields. Theincreasein geological exploration and survey work to 57.8% wasrelated to
theincrease in financing for the North Caspian project, and the slight drop in the grossinflow of FDI
into oil and natural gas production is explained by the KazMunaiGaz National Joint-Stock Compa-
ny’s purchase of assets of the Kazgermunaigaz Joint Venture from foreign investors.

Summing up the above, we will note that the role of the raw material industriesin the country’s
economy has significantly increased and formsthe foundation of the country’ s development. Where-
by theinfluence of theincreasein the oil and gas sector goesway beyond itsdirect contribution to the
GDP through demand on suppliers and related industries, the effect of oil wealth on domestic con-

7 See: Report of the National Bank “Balance of Payments and Foreign Debt of the Republic of Kazakhstan,” Janu-
ary 2007 [http://www.nationalbank.kz/?docid=626& uid=080CABD1-802C-E8FB-3D60D6426DEG61FC].
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Figure 1

Percentage of Investments in Industries Related to Raw Material
Production, Ferrous and Non-Ferrous Metallurgy of the Overall FDI

ﬁ
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sumption, the increase in the price of real estate and financial assets, and the increasein the real ex-
changerate.

At present, construction, trade, commercial activity, transportation, and financial servicesare un-
dergoing growth, but these trends are the direct or indirect result of demand born by large investments
and spending inthe oil industry. Aswe know, the Dutch disease, the symptoms of which areinherent in
the Kazakhstan economy, could be manifested in an increase in the relative significance of branches
producing non-commercial goods, that is, goods that cannot be imported, primarily services.

Table 2

Gross Inflow of Foreign Direct Investments
in Terms of Types of Economic Activity (million dollars)

i first 9
Type of activity 1995 1999 2000 2005 months
of 2006

Agriculture, hunting, forestry,
and fishing — — 0.3 3.8 1.2 35.7
% of overall FDI — — 0.01% 0.14% 0.02% 0.50%
Mining
\\industry 9215  477.8 1,402.9 2,035.5 1,795.2 1,363.0//
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Table 2 (continued)

.

Type of activity

% of overall FDI

of 2006

first 9
1993 1995 1999 2000 2005

months
72.5% 48.5% 75.7% 73.2% 27.13% 19.14%

including crude oil and
natural gas production

921.5 191.8 11,3725 2,002.1 1,681.0 1,153.6

% of overall FDI

72.5% 19.5% 74.1% 72% 25.41% 16.20%

Textile, sewing
industry, production
of leather,

leather goods — 0.8 — 1.0 0.0 1.7
% of overall FDI — 0.08% — 0.04% 0.00% 0.02%
Ferrous metallurgy — 98.0 4.8 71.4 3.2 1.2

% of overall FDI

= 9.96% 0.26% 257% 0.05%  0.02%

Non-ferrous metallurgy

— 62.4 29.8 29.8 92.6 258.3

% of overall FDI

— 6.3% 1.6% 1.07% 1.40% 3.63%

Production of
machinery, equipment,
electric and

electronic equipment,
transportation
equipment

= 16.6 28.0 52.6 49.6 113.3

% of overall FDI

= 1.7% 1.5% 1.9% 0.75% 1.6%

Construction

= 1.3 2.6 12.3 119.0 305.5

% of overall FDI

— 0.1% 0.1% 0.4% 1.8% 4.3%

Transportation and
communication

= 18.3 20.4 88.4 110.9 260.6

% of overall FDI

— 1.9% 1.1% 3.2% 1.7% 3.7%

Geological
exploration and
survey work

5583 113.0 1495 238.2 3,521.7 4,116.1

% of overall FDI

TOTAL FDI (foreign direct

investments)

Source: National Bank.

43% 11.5% 8.1% 8.6% 53.2%  57.8%

1,271.4 | 984.3 | 1,852.1 | 2,781.2 6,616.5
Z
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Development Paths

An accelerated oil production strategy does not meet the country’ sinterestsand entailsrisks both
for the country’ s current economic development and for the future. The tempestuous devel opment of
the raw material industries primarily generates the problem of extraction and redistribution of rent
revenue. It can be appropriated by the field owners, while personal incomes will decrease or remain
unchanged, or will increase at slower rates. Thisisleading to high income differentiation and social
inequality. To prevent thisfrom happening, the state should extract natural rent with the help of taxes
or feesfor use of the subsurface owned by the state. But nowhere hasit yet been possible to carry out
such regulation painlessly and efficiently.

Second, even with full extraction of natural rent by the state and its fair distribution among cit-
izens, problems may arise of regional imbal ance between product demand and supply.

Third, an important aspect of the Dutch disease is its time-domain measurements. A sharp de-
crease in merchandise production, cutback in the export of the traditional industries, and an increase
inraw material export iscausing the appearance of unprofitable and bankrupt enterprisesin the process-
ing industry, in agriculture, as well as in the high-tech branches of the economy. Thisisleading to
high structural unemployment and a decrease in the wages of many categories of highly qualified
employees, particularly in the scientific-intensive industries. After all, the production branches, in-
cluding oil, are not scientific-intensive and high-tech, their production operationsare simple and stand-
ard and so do not require special high technol ogies and complicated techniques, and they are conserv-
ative and do not particularly need ahighly qualified workforce. At the sametime, oil revenueisinev-
itably slowing down the necessary structural changes by strengthening the tenge exchange rate and
thus raising production costs, aswell aslowering the competitiveness of the non-raw material sector
of the economy.

Fourth, particular priceinstability is characteristic of the raw material markets. And thisisgiv-
ing riseto strong macroeconomic instability. In so doing, undesirable consequencesfor Kazakhstan's
economy could arise in the event of both low and high oil prices.

In thisway, at accelerated oil production growth rates, no structural changes in the economy
within the permissible limitswill makeit possibleto bring the share of finished products closer to the
share of raw material in the GDP, especially in export. This means that the country will always be on
thefringe of the devel oped countries, and itseconomy peripheral and backward, despiteitsoil wealth.

At present, when there is abundant revenue coming in from oil export due to the favorable for-
eign economic situation, itisdifficult to expect the government to reject theimpressively high growth
ratesthat oil generates. Particularly sincethe high growth ratesand vast inflow of oil revenue observed
over the span of seven years have already created the strong illusion that economic growth is sustain-
able and have given rise to afalse feeling of euphoriathat the Kazakhstan economy will continue to
grow in thefuture and that the country issafe aslong asit has oil. Nothing discourages the people and
the government like an abundance of natural resources, which generates vast surplus revenue when
the situation in the world economy is favorable.

Oil ultimately becomes not so much a boon as a bane for structural and institutional reforms,
without which there can neither be diversification and an increase in the economy’ s competitiveness,
nor its sustainable growth. But if the state pursues the correct policy, the surplus of resources could
augment the welfare and prosperity of the present and future generations.

Today, Kazakhstan’ smain problem isrelieving the economy of itsraw material dependenceand
the volatility of world oil prices, and facilitating a transfer to economic growth accompanied by de-
velopment. So the most urgent task is to ensure broad diversification of the economy and raise its
competitiveness. Whereby not only is diversification necessary, but also radical modernization. The
production of new types of finished products must be assimilated, particularly high-tech forms with

139

+



+

No. 2(44), 2007 CENTRAL ASIA AND THE CAUCASUS

high added value, their range renewed and expanded, a qualitative revival of the entire production
apparatus of the economy’ snon-raw material sector achieved, and the economy provided with ahigh-
ly skilled workforce.

At present, unequal conditions have been created for the processing industry compared with the
raw material sector. The raw material sector has enormous earning power, so it stands to reason that
investments are being channeled in that direction. On the other hand, profitability of the processing
industry is very low. The share of unprofitable enterprises remains high—34% of all the enterprises
in the sector—while the earning power of these branchesis no higher than 10%, and several branches
and many sub-branches arein the red.®

So the processing sector cannot compete for investments. This meansthat capital isnot flowing
between the raw material and the processing industries.

World experience shows that the economy should be cured of the Dutch disease, like any other
medium- or long-terminterference of the statein the economy, with the hel p of fiscal measures (changes
in taxation, and so on), and not only monetary policy measures (manipulating the hard-currency ex-
change rate by means of transactions on the currency market), and by building up the National Fund
and gold and currency reserves.

Having understood this situation, the government took several measures to diversify the econ-
omy. The government approved the Republic of Kazakhstan Strategy of Industrial-Innovative Devel-
opment for 2003-2015. The following free economic areas function as ameans of state stimulation of
real production: Astana-New Town, Information Technology Park, Aktau SeaPort, and Ontustik. Along
with creating free economic areas, the government is also promoting another of its ideas regarding
sectoral clusters. In order to devel op the textile cluster, a special free economic area—Ontustik—has
been created. Nine sectoral and inter-sectoral programs have been approved, such as programs for
forming and developing a national innovation system, developing the construction industry, items,
and structures, an energy-saving program, and others.

The state is also creating development institutions. As of 1 October, 2006, the portfolio of in-
vestment projectsof the devel opment institutions consists of 144 projects approved for project financing
totaling 3.7 billion dollars, and with the participation of development institutions totaling more than
1.0 billion dollars.

Also, inthe past two years, aset of tax remissions has been introduced into the legislation aimed
at ensuring an overall decrease in the tax load (individual income and social taxes, VAT), and the
introduction of benefitsand preferencesfor enterprises operating under special tax conditionsand certain
sectors of the economy. For example, certain preferential tax conditions have been established for
organizations functioning in the petrochemical industry and special economic zones, as well as for
organizations selling products they manufacture themselves with high added value. Tax preferences
are being introduced separately, which the government determines for enterprises implementing in-
vestment projects.

Despitethe effortsaimed at diversifying the economy and therelatively high development indi-
ces of the non-petroleum sector in recent years, the rapid growth of the oil and gasindustry has made
it possible to preserve its dominant position in the economy.

The government’s efforts to change the current situation in the economy are arousing doubts.
For exampl e, the Kazakhstan economy will hardly be ableto compete with Chinaby meansof itscotton
cluster, which M. Porter, one of the authors of the cluster strategy, announced. And the devel opment
institutions have still not implemented any kind of serious projects in 2005-2006.

8 See: A. Esentugelov, “Rekomendatsii po dolgosrochnoi strategii upravleniia dokhodami ot dobyvaiushchei promy-
shlennosti,” in: Collection of Reports “ Kazakhstanskaia neft—shans dlia razvitiia,” Kazakhstan Revenue Watch, Almaty,
2006, p. 54.
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Thereis criticism of the state’ s tax policy, which offers individual tax benefits to certain, so-
called priority branches and enterprises. Thisarchaic way of stimulating production, which was used
by the Asian countriesin the 1960s-1970s, is leading only to subsidizing poorly managed inefficient
industries at the expense of citizen taxes and efficiently functioning branches, which isreminiscent of
the Soviet system of profit redistribution of advanced enterprises. In thisway, the government is cre-
ating unequal competitive conditions. It isnot fair that enterprises and entire industries become com-
petitive not on the merit of their own activity, but with protection from the state by means of compet-
itiveindustries that are successful through their own efforts. What is more, the priority of certainin-
dustries and the establishment of preferences by willful and hidden methods in the quiet of the gov-
ernment’ s offices are subjective.

So the IMF's criticism is justified, according to which the investment business climate be-
yond the oil industry remains difficult, in particular for medium and small enterprises and foreign
investors.

With respect to the aforesaid, the tax oad on the non-raw material sectors of the economy must
be significantly decreased while retaining high export duties on raw material, whichis called upon to
extract part of the natural rent. For example, the corporate tax rate should be drastically lowered from
the current 30% for all enterprises of the processing industry, agricultural taxesand VAT rates should
be further reduced, and cooperation between business and the government significantly simplified.

Thefinancing and stimulation of R& D and innovationsin the economy should also be drastical-
ly increased, primarily of fundamental science and innovationally active enterprises. Investmentsin
these spheres mean investments in people, without whom it will be impossible to raise the competi-
tiveness of the country’ s economy. However, Kazakhstan spends only 3.4% of the GDP on education
(according to 2005 data) and 2.5% of the GDP on public health, while in Hungary, Poland, and the
Baltic countriesfrom 5.1%to 7.5% of the GDPisspent on education and from 4.0%to 7.4% on public
health.®

The state should not only increase budget fund investmentsin the devel opment of human capital
and reduce the tax load, but also drastically raise the efficiency of the state bodies with the help of
information technology and institutional changes. Thisin turn isarousing the need for reform of the
entire institutional system and the production of services of the state sector in order to raise its effi-
ciency.

Administrative and budget reforms, which define clear and sensible distribution of responsibil-
ity and income sources at each level of the government, are capable of significantly reducing addi-
tional outlays caused by corruption, the economically unjustified shuffling of resources within the
economy, and so on, which will help to raise economic efficiency as awhole, without causing “ over-
heating” of the economy and an increase in inflation.

9 See: A. Esentugelov, op. cit., p. 59.
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RELIGION IN SOCIETY

THE “ISLAMIC REVIVAL” IN DAGHESTAN
TWENTY YEARS LATER

Vladimir BOBROVNIKOV

Ph.D. (Hist.), senior researcher at the RAS Institute of Oriental Studies
(Moscow, the Russian Federation)

tuous|slamic upswing during thelast decade

of the 20th century and at the beginning of
the new millennium. As though by the wave of a
magic wand, the region was transformed from
Sovietinto Idamic. The outer appearance of towns
and villages drastically changed, along with the
very tempo of privateand publiclife. ISambecame
thebasisonwhich children and adol escents social-
ized. Idamic schoolsand higher educationinstitu-
tionsopened. Idamic partiesand movementsof dif-
ferent trends, Ilamic periodicals, and even a Rus-
sian-language Islamic Internet appeared. Sufi
sheikhsemerged from theunderground. Inthe East-
ern Caucasus, the Nagshbandi, Shazili, and Qadiri
orders are functioning openly again. Iam has be-
come a marketable political trump card, and every
politicianisrushing to assurethe Mudim how much
he loves and wants to protect him. The statements
of Daghestan President Mukhu Aliev aretypical in
this respect: “We have no history without religion,
andwewill help our traditional religioustrends...

T he Caucasian Muslims witnessed a tempes

and strengthen the position of the Spiritual Admin-
istration of Muslims with this goal in mind...”*
Daghestan found itself in the epicenter of the move-
ment. Rei slamization has assumed morevehement
and at times grotesque forms here.

It will soon be twenty years sincethe Islam-
ic upswing or revival, as the people in Daghestan
liketo call it, began. Perestroikaset itin motion. It
isworth doing some tallying up on the eve of this
“gloriousanniversary.” Particularly since, after all
the upheavals of the post-perestroika period, it
appears that life both in Russia and the Caucasus
has calmed down somewhat. It is time to think
about the lessons that can be learned from the |s-
lamic boom in Daghestan. As an ethnographer, |
would liketo do thisby turning to theinformation
gathered in the republic between the fall of 1992
and the winter of 2006.2 | was lucky enough to

L A. Shikhsaidov, “Islam v Dagestane,” Tsentral’ naia
Azia i Kavkaz, No. 4, 1999, p. 113.

2| would like to thank my Daghestani colleagues and
friends A.R. Navruzov, Sh.Sh. Shikhaliev, and K.M. Khanba-
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witness both the beginning of theldamic boom and
the slump in the fervor over Islam that began at
some point after the mid-2000s. Returning to the
problem of the post-Soviet forms of Islam, which
| have written about repeatedly, including in Cen-
tral Asia and the Caucasus, | would liketo clarify

severa still not entirely clear questions about the
nature and consequences of the Islamic boom.
What caused thelslamicrevival ? How doesit cor-
relate with the Soviet imperia past in the Cauca-
sus? What has the Islamic boom done for Dagh-
estan? What ended up being revived, and has any-

thing actually been revived? And, finally, isthere
acorrelation between thereviva of Islam and the
increase in conflicts and instability in the region?

baev for clarifying several statistics and facts presented in
this article.

Idam and Politics

Islam’s return to public life was accompanied by the turbulent politicization of society. The
collapse of the one-party Soviet system led to the appearance of awhole slew of Islamic parties and
movementsin Daghestan. They were united by common global goals: restoring thereligiousfreedoms
of Mudlims, returning from state atheismto | slam, unifying Muslim countries onthe basis of the Shari a,
and restoring the high pre-revolutionary Islamic culture asalong-term goal .*> The Daghestanis partic-
ipated in creating one of the first Islamic movementsin the U.S.S.R., the Islamic Revival Party (IRP,
Nahda). It wasformed in June 1990 in Astrakhan. Akhmad-qadi Akhtaev, aphysician fromthe Dagh-
estani village of Kudali, was elected the chairman (amir) of the IRP. The party’s Council of Alims
also included Magomed-Rasul Magomaev, who later became the mufti of the Confederation of the
Caucasian Peoples, and Abas K ebedov and Bagautdin Magomedov, brothers from Pervomaiskiy, all
of them Daghestanis. Most of them subsequently headed the movement of religious dissident Wah-
habis. Asearly as1989, Daghestani Khasbulat K hasbulatov from the village of Gubden organized the
Jamaat-ul-Muslimi movement. In October 1990, the | slamic-Democratic Party of Daghestan appeared
inMakhachkala. Amongitsfounderswerefuture mufti Seidahmed Darbishgajiev, physician Abdurashid
Saidov, and ethnologist Surakat Asiiatilov.

By the mid-1990s, the number of partiesregistered in therepublic reached theimpressivefigure
of 187. Threereligious organizations, most of the 13 national movements, including the Imam Shamil
Avar People's Front, and several foundations, including the Shamil Foundation, announced their
adherenceto Islamic values.* The name of this hero of the Muslim resistance movement against Rus-
sia s occupation of the Caucasusin the 19th century became emblematic. Asasymbol of the Islamic
revival, Shamil entirely replaced Lenin of the stagnation era.® Portraits and statues of Shamil adorn
government offices, city squares, and existing mosgues. Central streets (including former Kalinin
Prospekt in the republic’s capital of Makhachkala) are named after him. The Shamil Foundation has
instituted Shamil medals and prizes. In the fall of 1997, the 200th anniversary of the imam was cel-
ebrated throughout Daghestan with great pomp and ado.

Inthe mid-1990s, palitical activity in Daghestan began to decline. The post-Soviet |slamic move-
ments proved to be amazingly short-lived. All of them, including the notorious | RP, which disintegrated
even earlier into republican divisions unrelated to each other, somehow unobtrusively ceased to exist.

3 See programs of the Islamic Democratic Party of Daghestan of the Daghestan branch of the Jamaat-ul-Muslimi
Islamic Revival Party, in: Dagestan: etnopoliticheskiy portret, Compiled by V.F. Gryzlov, Vol. ||, Moscow, 1994, pp. 262,
277, 281-282, 284.

4 See: Makhachkalinskie izvestia, No. 24, 9 June, 1995.

5 Comment by French ethnologist F. Longuet-Marx (see: F. Longuet-Marx, “Le retour de I'imam,” Caucase. Axes
anciens, nouveaux enjeux. Nouveaux mondes, No. 8, 1998).
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Theleaders of these organizations simply did not re-register them when the time came (1994). The new
Islamic organizations that arose during these years positioned themselves as cultural-enlightenment
movements. Suchweretheall-RussiaNoor movement (1995) and al-1slamiyacreated in 1996 by Akhmad-
gadi Akhtaev, the Caucasus missionary center in Makhachkala, and the Muslimat (Muslim Women's
Association). The Union of Muslimsof Russia, which arosein September 1995, announced itstask to be
fighting “national and religiousextremism ... keeping in mind the special traits, traditions, cultural her-
itage, and main provisions of Islam.”® Daghestani Nadirshakh Khachilaev becameits head.

More than ten years have passed since then. Sparks flew around the fantastical plansto declare
the Caucasus a confederation of Islamic republics and restructure Daghestan’s public order and leg-
islation on the basis of the Shari‘a. Not only did the first |slamic parties disappear and fall into obliv-
ion, but the cultural-political movements of the 1990s too. There is no serious |slamic opposition to
the government in Daghestan today. Politicians like the Khachilaev brothers, who tried to play the
Islamic trump card, were thwarted. Akhmad-gadi Akhtaev died prematurely in 1998, and the leader of
theradical wing of the Wahhabis, Bagautdin Magomedov, who | will talk about below, wasforced to
emigrate from Russiato the Arabian Middle East. Hisbrother, A. Kebedov, spent long yearsin Cairo.
He later returned to his homeland, but no longer participated in politics. The previously well-known
names of Kh. Khasbulatov and M.-R. Mugumaev have faded completely from memory. The newspa-
pers and brochures they published became a bibliographical rarity. What is more, the communist
nomenklatura, the imminent collapse of which the opposition publications predicted so many times,
isstill going strong in Daghestan. It was quick to forget its communist ideal s, having easily reconciled
itself to the idea of relying on Islam as the “ Daghestani tradition.”

All of thisisleading to several thoughts. The hopes placed on Islam as ameans of political lib-
eration and national self-determination of Soviet Muslimshave not justified themselvesin Daghestan.
Political scientists placed too much emphasis on the significance of the political component of the
Islamic upswing.” After the euphoriaof perestroikaand the bloody clashes of the 1990s, it seemsthat
the man in the street (including the Muslim) has grown very tired of politics, which is shown by the
empty ballot boxes at every election. At the sametime, we should not place any particular hope onthe
“peaceful traditions” of the Shari*a, which certain journalists and ethnol ogists repeatedly called for
reviving.? What the attempt to introduce Shari‘ alaws with adeft flourish of the pen led to can bejudged
from thefate of Maskhadov’ s Chechnia. A strong, evenif criminal, local government willing to make
compromises is capable of keeping Daghestan away from chaos today.

Idam in Figures

The unprecedented increase in religious Islamic ingtitutions is a more reliable indication of the
upswing than politics. The number of jamaat communities and mosques in them has grown a hundred-
fold over the past el ghteen years. Whereasin 1985, the Council for Religious Affairsrecorded the exist-
enceof 47 registered Friday (Juma) mosques, 27 of themin Daghestan, by 1990, their number had jumped
t0 431.° On 25 November, 2003, the number of mosques in Daghestan reached 1,679, including 1,091
Friday mosqgues. In other republics and regions of the area, the figures are much lower. In 1997, there
were 91 mosquesin Karachaevo-Cherkessia, in 2002, 132 in Kabardino-Balkaria, and in 2003, only

8 A. Shikhsaidov, op. cit., p. 111.

7 See, for example: A.V. Malashenko, |slamskoe vozrozhdenie v sovremennoi Rossii, Moscow, 1998; A.A. Ignatenko,
Islami politika, Moscow, 2004; E.F. Kisriev, IsSlam i politika v Dagestane, Moscow, 2004.

8 For more detail, see: V. Bobrovnikov, “Mythologizing Shari‘a Courts in the Post-Soviet North Caucasus,” ISIM
Newsletter, No. 5, June 2000, p. 25.

9 See: N.M. Emelianova, Musul’ mane Kabardy, Moscow, 1999, p. 101.
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26 in Adigey and Krasnodar.*® By 1998, the largest mosque in the Northern Caucasus opened, which
was built in Makhachkala by the Turks. It holds 7,500 people. Thousands of private prayer houses
(kurma/kulla) have opened in the Daghestani villages.'*

At first glance, it seems that after coming full circle, Islam simply swept away everything that
was built over the span of 70 years. The figures are more than eloquent. Soviet power struggled with
the problem for 20-30 years, replacing Koranic classes (Arabic magtab) at mosques and “colleges’ -
madrasahswith secular general education schoolsin Russian and the national languages. The cultural
revolution did not yield itsfirst fruits until the 1960s. And even in 1959/1960 academic year, there
were only 199 secondary schools, 27 special schools and polytechnics, and four higher education insti-
tutions(all inthe capital of Makhachkala) intherepublic.’? The achievements of the Muslim school during
thefirst 10-15 years of the Islamic “ cultural revolution” are more impressive. Between 1987 and 1996,
670 magtabs appeared here (there were only 398 Soviet primary schools by 1927), 25 madrasahs, and
13 Islamic higher education institutions with branches in rural areas. Courses could be attended in
almost every city and village to study Arabic and the basics of Islam, which were akin to the elimina-
tion of illiteracy efforts during Soviet times. Up to 14,000 people receive an Islamic education today.
Another 33,000 areinvolved in the unofficial Sufi teaching system. Thereare Islamic scientific insti-
tutionsin 40 of the 42 rural regions and 9 of the 10 cities in Daghestan.*

The private nature of financing in the contemporary Muslim school is surprising. Whereas during
Soviet times, the enormous sums M oscow allotted Daghestan were spent on the devel opment of national
education (in the 1929/1930 academic year alone, 7,581,400 rubles, or 34.4% of the republic’s budg-
et), the upswing in the Muslim school occurred by means of private donations (Arabic sadaga) from
local businessmen and nouveau riche Daghestanis, for instance, head of the M akhachkalaport Muhammed
Kharkharov and city mayor Said Amirov, as well as from renting commercial and storage spaces and
from small busi nesses. |lamic education used to exist by means of wadf, private property transferred for
the charitable and religious needs of Muslims.®® In 1927, this wealth was nationalized, transferred to
peasant cooperatives, and soon al entirely ravaged. Inthe 1990s, certain wagfs were de-facto restored.
But the funds received from them are not enough to support the Muslim school.

Graduates of the madrasahs and | slamic higher education institutions acquire three main “ profes-
sions’ today: readers of the Koran (Arabic gari’), mosgue imams, and ulema (Muslim scholars) with a
wide profile. Since Islam has no church or clergy, the position of the Muslim spiritual eliteistradition-
ally unstable and depends entirely on the choice of jamaat, the candidate’ straining, and his knowledge
of thelocal religioustraditions. Thereare never enough ulemaanywhere. Thereareno exact statisticson
their number. At the beginning of the Soviet era, up to 10% of the Daghestani s bel onged to thiscategory.
Thisfigurewas provided by thefirst Soviet censusin 1926. Today there are much fewer of them, alittle
morethan 2,500 (lessthan 0.1%).* Thiscircle of people includesimams and muedzins of mosques, gadi
judges, teachers at magtabs and madrasahs, sheikh-mentors of Sufi orders, and other educated Muslims.

10 See: K.M. Khanbabaev, “* Shariatizatsiia’ postsovetskogo Dagestana: mify i realnost’,” in: Islami pravo v Rossii,
Issue 1, Moscow, 2004, p. 158; I.L. Babich, “Respublika Kabardino-Balkaria: mecheti i islamskie obshchiny,” in: Islami
pravo v Rossii, Issue 3, Moscow, 2004, p. 37; idem, “Respublika Adygeiai Krasnodarskiy kray: mecheti i isamskie obshchiny,”
in: Islami pravo v Rossii, Issue 1, p. 84.

1 Their number cannot be precisely calculated.

12 See: Sovetskiy Dagestan za 40 let, Makhachkala, 1960, pp. 119, 129, 131.

13 See: D.V. Makarov, Ofitsial’nyy i neofitsial’ nyy islam v Dagestane, Moscow, 2000, pp. 5, 71; K.M. Khanbabaev,
“Religioznoe obrazovanie v Dagestane,” in: Problemy polikonfessional’ nogo obrazovaniia v Dagestane, Makhachkala, 2002,
pp. 118-119.

14 See: An. Skachko, Daghestan, Moscow, 1931, pp. 127-128.

5> For more detail, see: V.O. Bobrovnikov, “Wagf v Dagestane: iz vcherashnego dnya v zavtrashniy?” in: Islami
pravo v Rossii, Issue 2, Moscow, 2004, pp. 150-165.

6 See: An. Skachko, op. cit., p. 89; V. Bobrovnikov, “Dagestan,” in: Islam na territorii byvshei Rossiiskoi imperii,
Compiler and editor-in-chief S.M. Prozorov, Vol. 1, Moscow, 2006, pp. 123-124.
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Thisisclearly not enough for Daghestan’ srapidly growing population, which reached 2,641,000
in 2006. The number of ulemawill continueto declineif we take account of the republic’ svariegated
ethno-confessional composition. The Muslimsof Daghestan are broken down into several trendswhich
have gained ethnic huesin the 20th century. Most of them are Sunnis. Daghestanis (and the neighbor-
ing Chechensand Ingushes) traditionally follow the Shafi’i trend of the religiousjurisprudence schools
(Arabic madhab) of Sunni Islam. The Nogais of Northern Daghestan, like other Russian Muslims,
follow the Hanafi madhab. In the south of the republic, there are Imamite Shi‘ites (4.3%), mainly
Azerbaijanis. During post-Soviet times, 20 Shi‘a communities were restored here. Apart from Der-
bent, there are Shi* amosquesin Makhachkalaand Kizliar. It hasnot yet been possibleto restore Shi‘a
education in Daghestan. The language barrier prevents the Daghestani Shi‘ites from obtaining an
education in the madrasahs and higher education institutions of Iran.

The situation with training staff for the Muslim spiritual Sunni elitesis not much better. Today,
the entire region is acutely short of educated imams and mosque clergy, teachers, and gadi judges.
A.R. Shikhsaidov, aprominent present-day Daghestani historian and | slam expert,*” correctly points
out that Islamic higher education institutions of the beginning of the 21st century are mere shadows of
the famous madrasahs of the 18th century, which gave Daghestan theworthy title of a“ seaof science”
(Arabic bahr al-*ulum). Nor can sending young Daghestanisto Islamic centersin Syria, Egypt, Saudi
Arabia, and Tunisia, where more than 1,500 peopl e are currently studying, correct the situation. Most
of the Daghestani students abroad havelong given up their studiesand goneinto the Russian-language
tourist business. And those who do return home do not have avery high level of training.*®

This also leads to the sad conclusion that there hasindeed been no Islamic spiritual revival. Is-
lamic expertsand politicians, aswell asthe Daghestani ulemathemselves, admit this. Now deceased
minister of national political affairs, information, and foreign relations of Daghestan M.M. Gusaev
noted bitterly that “therevival processesin Islam are not noticeably advancing the moral and spiritual
lifeof Muslims, dueto which Islam failed to become astabilizing factor intherepublic” (1998). II'yas-
hajji 11" yasov, aninfluential alim scholar and Nagshbandi sheikh who obtained agood I slamic educa-
tioninthelate Soviet eraat the Mir-i * Arab Madrasah in Bukhara and the famous Cairo University of
al-Azhar, was even more critical of the present-day Muslim school. He believes that “there are many
more spiritual learning establishmentsin Daghestan than the republic needs... Not one of our numer-
ouslslamicinstituteshasbeen certified or accredited... Not oneof therectorsof Islamicinstitutesand
universities has higher (or even secondary) secular professional education.”°

Why is the Islamic culture of Daghestan still in such a deep slump? What is stopping it from
shifting from quantity to quality? It appears the roots of the problem lie in the Soviet withdrawal
experienced by pre-revolutionary Muslim society and in the reforms. On the one hand, by 1941, all
the mosgues and mosgue schools in the Soviet Caucasus were closed. The backbone of the Muslim
spiritual elite perished in Stalin’ s prisonsand camps. In the 1950s-1980s, the needs of Soviet Muslims
for “clergy” were satisfied for better or worse by the Mir-i * Arab Madrasah in Bukharaand the | slam-
ic Institute in Tashkent. Apart from these two schools, where most people found it impossible to en-
roll, illegal private Koranic circlesfunctioned in the region, but their level of education was low. On
the other hand, the urbanization and secularization of the second half of the 20th century reduced
society’s need for Islamic education. Russian squeezed out Arabic and Turkish as the language of
culture, law, and politics. Whereas the prominent Daghestani ulema of the last century, such as Naj-
mutdin Gotsinsky (d. in 1925) repressed by the Soviet government, Abusupyan Akaev (d. in 1931),
and Khasan of Kakhib (d. in 1937), hardly knew Russian, today the Islamic press, fatwas, and Sufi

7 See: A.R. Shikhsaidov, op. cit., p. 110.

18 See my specia article on thistopic: V. Bobrovnikov, “Al-Azhar and Shari‘a Courts in Twentieth-Century Cauca-
sus,” Middle Eastern Sudies (London), Vol. 37, No. 4, October 2001, pp. 9-13.

% Quoted from: A.R. Shikhsaidov, op. cit., p. 110.
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treatises only come out in Russian and the national languages. Today, influential sheikh Said-afandi
of Chirkey talks about the decline in the importance of the Arabic language in Daghestan.?

The influence of the Soviet past on the Muslims of Daghestan, and on the whole of the Northern
Caucasus, is stronger than it appears at first glance. It is particularly noticeable in the Islamic higher
education institutions, which did not exist before Soviet times. Their names, curricula, and teaching
methodsweretaken fromthe secular higher education ingtitutionsof Russia. Herethereisastrange mixture
of thetraditional disciplinestaught in madrasahs (for example, Qur’ anic Exegesis, 432 hoursayear) and
Physical Education (360 hours), Information Technology, History of the Homeland, the Basics of Inter-
national Relations (72 hours each), as well as Astrophysics (72 hours), which are studied at the North
Caucasian Islamic University of Sheikh Muhammad Arif inMakhachkala.® Thelow level of education
of the graduates of Islamic higher educationinstitutionsisinevitably the result of this eclectic combina-
tion, therefore many of them are forced to obtain a second secular education when looking for ajob.?

In post-Soviet times, economic collapse, unemployment, and the consegquences of thetwo Chechen
wars were added to the decline in culture. New mosques are growing up against the background of the
unresolved social problems. In order to raise their prestige, businessmen and politicians are investing
money in the construction of mosques, while continuing to rake in the profits on the manufacture of
acoholic beveragesprohibited by 1slam, drug trade, and bank machinations. Today, |ooking goodismore
important for Muslim sponsorsthan rendering real assistanceto thosein need. So the construction boom
did not lead to perceptibleresults. Many madrasahs and mosgues stand empty. The number of schoolsat
mosques has been decreasing in recent years. Between 1996 and 2006, the number of magtabs dropped
amost seven-fold, from 670 to 94. Last year, 38 madrasahs, 184 magtabs, and 19 branches of Islamic
higher education institutions closed down, and the number of students at them decreased by 7,750 peo-
ple. Theconstruction rates of new mosgues have also slowed down. By 31 December, 2006, their number
amounted to 1,910. In the last four years, atotal of 16 new Friday mosques have been built.?®

Imperial Heritage in Traditional Idam

Thegeneral course of thelslamicrevival in Daghestan waslargely defined by the upsand downs
caused by the changes in the post-Soviet Russian state. The collapse of the Soviet Union, which had
run its course by the winter of 1992, aroused a reciprocal collapse of the central bodies of manage-
ment and control over the Soviet Muslims. In 1991, the Union Council for Religious Affairs, which
wasresponsiblefor registering mosques and mullahsand executing Soviet legislation onreligion, ceased
to exist in Moscow. The four regional muftiats (councils for religious affairs) formed in 1943-1944
fell apart dueto the new state bordersthat divided the former Soviet Union republics and autonomous
districts. The Spiritual Administration of the Muslims of the Northern Caucasus (SAMNC), located
since 1975in Makhachkalaat 2, Aliev Street, wasthefirst to be destroyed. Its successor, the Spiritual

2 See his interview with journalist Maxim Shevchenko: M. Shevchenko, “Znanie ot proroka,” Zov predkov, No. 2-
3, 2001, p. 4. Said-afandi’ s book with the Arabic subtitle Majmu’ at ap-fava’id (Treasure-House of Blessed Truths), com-
piled in the form of question-answer traditional for Daghestani ulema, was written and published first in Avar (Makhachkala,
2000), and soon reprinted in Russian in Moscow (2001, 2003). What is more, Said-afandi published Tales about Prophets
(K’isasul anbiya, Makhachkala, 1999) in Avar.

21 See: Uchebniy plan Severokavkazskogo universiteta imeni sheikha Muhammada-Arifa. Podgotovka sviashchennos-
luzhitelel islamskogo veroucheniia (Curriculum of the North Caucasian Islamic University of Sheikh Muhammad Arif. Sx
Year Training in the Islamic Faith for Clergymen), s.a. (manuscript).

2 Field material of 2002-2005. For more detail about the Islamic higher school in Daghestan today, see: A. Navru-
zov, “‘ The Yawning Heights:’ Islamic Higher Education in Post-Soviet Daghestan and International Educational Networks,”
Central Asia and the Caucasus, No. 1 (43), 2007.

2 See: D.V. Makarov, op. cit., p. 71; Current Archives of the Administration of Religious Affairs at the Government
of the Republic of Daghestan. | am grateful to K.M. Khanbabaev for providing the information.
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Administration of the Muslims of Daghestan (SAMD), is now located at this address. On 13 May,
1989, agroup of Muslim activists captured the building that housed the SAMNC and deposed the | ast
mufti, Makhmud-hajji Gekkiev (1978-1989). After this, until the mid-1990s, the state lost control of
Islam for awhile in Daghestan, and in Russia as awhole.

The prehistory of the Daghestani muftiat deserves separate attention. By January 1990, it had
grown out of the fragments of the SAMNC. Aswe can see from the statement by the republic’s pres-
ident, with which | began this article, today people arein the habit of regarding the Spiritual Admin-
istration of Muslimsasatime-honored Islamic tradition. There could be nothing more erroneous. One
should not confuse muftis—the highest authorities in the Shari‘a, who come from the Arabian
cali phate—and muftiats—institutions created for controlling the Muslimsin the Russian Empire dur-
ing the 18th-19th centuries, from Catherine Il to Alexander 11, and restored by Stalin at the end of
World War 11.2* There is nothing essentially I1slamic about the muftiats, for Islam has no church or
clergy. Asearly asthe 19th century, |slamic theol ogians argued about the legitimacy of founding these
councilsfor religious affairs.?®> The gist of the matter was quite clearly set forth by S.G. Rybakov, an
expertin Islam of the pre-revolutionary Russian Ministry of the Interior: “ Since the second half of the
18th century,” he wrote, “the government has considered it necessary to regulate the spiritual life” of
Musdlims... “Thisview of governing the Muslimsresulted in the creation of the so-called Muslim clergy
and Muslim spiritual administrations, which had never existed in Islam...”%

In czarist Russia, muftiats were state institutions, and the muftis were supported by the state
treasury. In the post-war Soviet Union, they were passed off as public organizations. In actual fact,
although the muftis and other representatives of the Muslim clergy restored by the authorities were
also transferred to the upkeep of Muslim communities, the muftiats were sooner a Soviet institution,
an ldamictradition contrived by the state. Along with serving thereligious needs of some of the mosque
communitiesrecognized inthe U.S.S.R., the SAMNC and other muftiats defended the interests of the
Soviet state. By fulfilling the role of a spiritual court, the SAMNC gathered alms-zakat and issued
fatwa-explanations on questions regarding the Shari* a, and al so registered mosques and their imams,
helped the state to fight illegal Koranic circles (hujra) and Sufi communities (“Muridism”), and par-
ticipated inthe U.S.S.R.” sstruggle against the capitalist camp. Being responsiblefor issuesrelating to
the Islamic culture, the SAMNC did not have its own network of Islamic education. The latter was
concentrated in the Central Asian muftiat (CASAM) which wasin charge of the Mir-i ‘ Arab Madras-
ah in Bukhara and the Islamic Institute in Tashkent.

After losing the support of the Union center, the SAMNC broke down into republican divisions.
Thisishow the SAMD arose, which inherited the general structure and property of its predecessor, in
which Daghestan alwaysoccupied akey position. The pricelessarchives of the SAMNC were destroyed
during the fight for power in the new muftiat at the beginning of the 1990s. The collapse of the muf-
tiats did not stop at the republican level. The SAMD was largely recognized by the Avar jamaats of
North and Central Daghestan. In counterbalance to the Avar muftiat, as it was called then, in 1992-
1993, the mono-national Kumyk Spiritual Administration of Muslims in Makhachkala and the Spir-
itual Revival of the Lakh Peoplein Buynaksk were created. In the town of |zberbash, an independent
Darghin Kaziat wasformed. At the Muslim Congress of South Daghestan in 1993, aseparate (L ezghi-
an) inner-Daghestani muftiat was formed with its center in Dagestanskie Ogni.?” Similar disintegra-
tion processes were going on at the time among the Muslim communities of other North Caucasian

24 For more detail, see: V. Bobrovnikov, “Islam in the Russian Empire,” in: The Cambridge History of Russia, Vol. 11,
Imperial Russia, 1689-1917, ed. by D. Lieven, Cambridge, 2006.

% See: M. Kemper, Sufis und Gelehrte in Tatarien und Baschkirien, 1789-1889: der islamische Diskurs unter rus-
sischer Herrschaft, Berlin, 1998.

% D.lu. Arapov, E.l. Larina, SG. Rybakov i ego “ Obzor” organizatsii dukhovnoi zhizni musul’ man Rossii (April
1917), Moscow, 2006, p. 14.

27 For more detail, see: V.O. Bobrovnikov, “Dagestan,” in: Islam na territorii byvshel Rossiiskoi imperii, p. 123.
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republics and territories. The last muftiat at the regional level was the Spiritual Administration of
Muslims of the Nogai Region of the Republic of Daghestan formed in 1999 in the regional center in
the village of Terekli-Mekteb.

In the second half of the 1990s, the reverse process of gathering the jamaats under the control of
the republican muftiats began. The strongest of them proved to be the Avar SAMD. By 1994, it had
defeated the national opposition and monopolized the organization of hajj. The Daghestani authori-
tiessupported the SAMD, controlling it by means of the Committee on Religious Affairs (CRA) headed
by A.M. Magomedov, who fulfilled the duties of the mufti of the SAMNC for awhile at the beginning
of the 1990s. The mono-national SAMs competing with it did not pass state registration. In recent
years, they have disappeared into the woodwork. In 2006, the SAMD rid itself of the control of the
CRA. The committee was disbanded and transferred to one of the many administrationsin the repub-
lic’sgovernment. The meansand potential of the SAMD became much better. After freeingitself from
strict state control, the muftiat created several Islamic higher learning institutions in the republic, in
particular the Saypula-Qadi Islamic University in Buynaksk, the rector of which is the chairman of
the Council of Alims of the SAMD Arslan-Ali Gamzatov. The SAMD has its own newspapers, As-
Salam and Nur-ul-Islam (which come out in Russian and several Daghestani anguages), regularly
updated websites ([www.islam.ru]; [sufism.chat.ru]), and atelevision program called “ Peace to Y our
Home,” which comes on the air twice aweek.

According to its charter and the letter of the law, the SAMD is apublic organization in no way
related to the government. Nevertheless, it makes wide use of state channels for spreading its influ-
encein the provinces. In several regions in the north and center of the republic, for examplein Unt-
sukul, the regional administrations are lobbying the interests of the muftiat, subsidizing the events
they hold, and even paying benefitsto the protégés of the SAMD among therural imams.® Inturn, the
Russian state, which isreinforcing the power vertical in the republics, has shifted to supporting tradi-
tional Islam, which was legislatively enforced in the new federal law on the freedom of conscience
and religious associations adopted in September 1997, and then confirmed in its Daghestani version
in December of the sameyear. For thefirst time, Islam was recognized asthe most traditional confes-
sion after Orthodoxy. The law protects the interests of traditional 1slam against foreign missions and
other “non-traditional” confessions, the rights of which were significantly restricted after 1997. They
arenot allowed to open schools, publish or disseminatereligiousliterature, or haveforeign represent-
ativeoffices.?® After returning to the Soviet practice of registering religious organizations, legislation
istrying to place Islam under state control.

Metamorphoses of the Wahhabi Opposition

Despite al the efforts of the post-Soviet state and traditional Muslim €lite it recognizes, nothing
like aregional SAMNC structure has been restored in Daghestan. Most Muslim communities do not
recognize the authority of the muftiat. Even in the republic’s capital of Makhachkala, 4/5 of the 74 ac-
tive mosques are in no way associated with the SAMD. Across the republic, no more than 15% of the
mosgque communities are subordinate to the muftiat.*® The absence of wide support among the ordi-
nary Muslims explainswhy many graduates of |slamic higher education institutions controlled by the
muftiat cannot find ajob in their field of specialization in the jamaats of Daghestan. The situation is

% See: K. Matsizato, M .-R. Ibragimov, “ Tarikat, etnichnost’ i politikav Dagestane,” in: Etnograficheskoe obozrenie,
No. 2, 2006.

2 See: Federal Law on the Freedom of Conscience and Religious Associations, in: Legislation Code of the Russian
Federation, No. 39, 1997, pp. 7677-7678, 7667, 7669, 7673, 7674-7676.

%0 See: D.V. Makarov, op. cit., p. 11.
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aggravated by acute rivalry which has split the Sufi communities (virds) that have emerged from the
underground. In present-day Daghestan, there are 19 active Sufi sheikhs. What is more, there are
communities grouped around the sacred places (ziarats) of well-known Sufi mentors of the 19th-20th
centuries. Virdsbelong to the three ordersthat penetrated the Eastern Caucasuswhen it was conquered
by Russia. These are the Nagshbandiyya-Khalidiyya, Shaziliyya, and Qadiriyyaorders. The latter is
more widespread in Chechniaand Ingushetia. It should not be thought that the orders have an ethnic
hue. The Daghestani virds unite representatives from different nations, Avars, Kumyks, Tabasarans,
Darghins, and even Russians converted to Islam.

The Nagshbandiyya order split into two branches as early as the 19th century, one of which
(Khalidiyya-Mahmudiyya) merged with the Shaziliyya. Journalists, as well as certain academics, of -
ten exaggerate the meaning of Sufism in post-Soviet society.®! In actual fact, the influence of most
Sufi sheikhs does not extend beyond the boundaries of their small communities. Intermsof their duties,
they arecloser to the mullah. It isno accident that many prestigious sheikhs, for example, Nagshbandis
II"yas-hajji II’yasov or Muhammed-Muhtar Babatov, supervise district jamaats on the outskirts of
Makhachkala. At the sametime, awhole series of madrasahsand 17 of therepublic’s 19 active Islam-
ic higher learning institutions are under the influence of the Nagshbandiyya-Shaziliyya order. Their
curriculum includes the ethics of Sufism. There are two extremely influential Sufisin Daghestan to-
day. They are Said-afandi of Chirkey in the north and Serajutdin of Hurik in Tabasaran (South Dagh-
estan). The latter recently helped the government to resolve a conflict that arose around the Derbent
Friday mosque. Themurid-followersof Said-afandi have been controlling the muftiatsin Makhachkala
since 1992. Said-afandi’ ssuccessor in the Shaziliyyaorder, Arslan-Ali Gamzatov, headsthe Saypul a-
Qadi University in Buynaksk. Theintolerance of Said-afandi’ sfollowers, who do not recognize most
of the other sheikhs, is making relations among today’ s Muslim elite extremely difficult.

But the dissident Wahhabis are the main enemy of the spiritual and secular authorities. Their
opponentsfrom the SAM D gave the movement this nickname, believing that the movement members
fall under the“heresy” of Muhammad ibn Abd al-Wahhab, areformer from Arabiaof the 18th centu-
ry. The Wahhabis opposed the Caucasian Muslimsboth in terms of convictions, and in terms of cloth-
ing (at least until the beginning of the persecutions at the end of the 1990s). They called themselves
“brothers’ (Arabicihwan) or the community of true Muslimswho follow the testaments of the“ right-
eousancestors’ (Arabic as-salaf as-salihun) of thetimes of the Prophet Muhammad, from where another
name for the movement, Salafis, comes. Men wear short trousers, grow beards, but shave their mous-
taches. Women wear a headscarf (himar or hijab), and at times cover their faces, which was never
encountered before among mountain women. The Wahabbis are trying to purge I slam of impermissi-
bleinnovations (Arabic bida’), including honoring of the Sufis, saints, and several local customs, for
example, wakes and excessive ritual spending on weddings and funerals. In contrast to the tradition-
alists, the Wahabbisarelooking for “true lslam” outside the madhabs. In their opinion, dueto contacts
with the unfaithful, the traditional Muslims have long lost all connection with true Islam, having fall-
en into polytheism (shirk) and idolatry.

The Wahhabis are one of the most mysterious trends in present-day |slam. The assessments of
them are vague, and the mood of many publicationsis close to panic.®? \Wahhabism has been repeat-
edly called “dollar Islam,” signifying that Arab missionaries paid the Wahhabi imams (amirs) thou-
sands of dollarsfor every newly converted person. In so doing, they are hinting at the foreign origin
of the movement, which was supposedly brought to the Caucasus by Islamistsfrom Arab countries.*

81 See: |. Maksakov, “ Sootnoshenie isamskikh dvizheniy Dagestana,” NG “ Religii” , 18 March, 1998, p. 4; N. Mitrokhin,
“Russkaia pravoslavnaia tserkov’ i postsovetskie musul’ mane,” Otechestvennye zapiski, No. 5, 2003, “Islam i Rossia,” p. 127.

%2 See: |zvestia, 10 February, 1998; 21 April, 1998; 25 April, 1998; Novye | zvestia, 29 May, 1998; Osobaia papka
NG. Chechnia—2000, No. 2, 29 February, 2000, etc. (for more detail, see: M. Etkin, “ The Rhetoric of |slamophobia,” Central
Asia and the Caucasus, No. 1, 2000).

3 See: A.A. Ignatenko, op. cit., pp. 181-188.
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The facts do not confirm these rumors. In actual fact, the movement was born in Daghestan in the
1990s. L ater, it did indeed receive money and humanitarian aid from foreign foundations, such as Taiba,
al-Haramain, al-1gasaal-1slamiya, and others. But even larger fundswent through the SAMD and other
officially recognized Caucasian muftiats.®* Not only Wahhabis, but also traditionalists often partici-
pate in the mass hajj revived since 1990 (last year, 20086, its quota for Daghestan amounted to 13,200
places).® As early as the 1970s, the movement ideologists Akhmad-gadi Akhtaev, B. Magomedov
and hishalf-brother A. Kebedov, along with thefuture Sufi enemies, createdillegal circles-hujrswhere
young peopleweretaught the Arabic language and the basics of 1slam. Their ways parted in the strug-
gle for power over the Spiritual Administration of the Muslims of Daghestan (SAMD), which was
seized in 1992 by the supporters of Sheikh Said of Chirkey. By December 1997, the traditionalists
forced Bagautdin Magomedov to fleeto Urus-Martan in Chechnia. Soon after that, as hasalready been
mentioned, Akhmad-gadi Akhtaev died.

All of this made rapid radicalization of the movement possible. By thistime, the Wahhabis
were drawn into the armed confrontation between Chechnia and Russia. They shifted from the
peaceful preaching of “purelslam” to an armed struggl e to protect thefaith (Arabic jihad), view-
ing the entire Caucasus as a“ zone of war” for it (Arabic dar al-islam). The Jamaat of Daghestan
Party established by Bagautdin Magomedov served this purpose. Veterans of the Afghan and
Chechen campaigns joined this movement, including Saudi Arabian Samir Saleh Abdullah Al-
Suwailem, who is better known as al-K hattab (1969-2002), and Chechen terrorist Shamil Basaev
(1965-2006). In May 1998, four Darghin villagesin the Buynaksk District of Daghestan declared
themselves a Shari‘a territory (the Kadar zone) independent of Russia. In the summer of 1999,
Basaev’s units made raids into the north of Daghestan, but they were quickly destroyed by the
Russian troops and Daghestani militia. At that time, the Kadar zone was taken by storm. Accord-
ing to the law adopted in September 1999, all Wahhabi mosques, schools, and newspapers in
Daghestan were closed. Many supporters of the movement were thrown into prison. After this,
outlawed and deprived of aleader, Wahhabism went underground. The traditionalists sustained
the victory in Daghestan.

Despite the persecution of the movement’ s supporters throughout the Northern Caucasus, the
traditionalists, aswell asthe Russian authorities, just could not rid themselves of their fear of Wah-
habi recidivism. The Wahhabi amirs were either killed or emigrated. Ayub (Anguta) Omarov, a
former student of Bagautdin Magomedov, left the rich community of Wahhabisin Astrakhan. But
all the same, the specter of Wahhabism would give the authorities no peace. They thought they could
seeit in the disturbances aroused by the “nouveau riche Muslims” and in the series of terrorist acts
that swept the Russian Caucasus in 2004-2006. Basaev’ s sei zure of the school in Beslan in Septem-
ber 2004, the attack of the Y armuk jamaat on the Administration of the State Drug Control in Nal-
chik in December 2004, and the “hunt” on policemen in Daghestan are the most well known.*® | do
not think it productive to see the hand of the Wahhabis behind all of this. It is obvious that the
Wahhabis should not be ascribed Satanic traits. They do indeed pose athreat, but not to the world,
rather only to certain Muslim societies of post-Soviet Russia. They are a nihilistic trend and are
causing a new split among the Muslims.®” The Wahhabis have raised their hand against their own
believersand hallowed places, for example, the holy grave of the mother of sheikh Kunt-Hanji, which
they tried to destroy in Chechnia.

3 See: D.V. Makarov, op. cit., p. 47.

% See: 1bid., p. 47; Current Archives of the Administration of Religious Affairs...

% For more detail, see: V. Bobrovnikov, “ The Beslan Massacre,” |SIM Review, No. 15, Spring 2005, p. 13.

37 For more on the attitude of the Wahhabi movement to post-Soviet forms of Islam, see: V. Bobrovnikov, “Post-
Socialist Forms of Islam: North Caucasian Wahhabis,” ISIM Newsletter, No. 7, March 2001, p. 29.
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Old Fears and New Barriers

Russiais reinforcing its southern borders against the Wahhabi threat. Since the fall of 2004, a
military settlement has been going up in Botlikh in Daghestan, where there are plans to deploy Rus-
sian troops from Georgia. Passport control had been toughened up. It might be thought that history
has retreated two centuries to the time when the entire region was dissected by the reinforced Cauca-
sian Line. The old fears have resurfaced about the Islamic threat from abroad. Even serious experts
are talking about the “export” of Islamism to Russiafrom the Arab world.*® Like the old warriors of
the 19th century Caucasian War, the Russian military in Chechnia are, out of nostalgia for the em-
pire’ slost grandeur, promising not give up asingle clump of “ Caucasian soil soaked in Russian blood.”*®
They seethe Caucasian Muslims asthe potential alliesof foreign terrorists. Of course, aresolutefight
against terrorism must be waged in the Caucasus. Along with the failures, such asthe Beslan tragedy,
the Russian power-related bodies have sustained definite victoriesin the Caucasus. Among the latter
we can notethedestruction of the' Y armuk jamaat in Nal chik in January 2005 along withitsamir Seyfulla
(M. Ataev). Thesituation in Daghestan has al so stabilized somewhat in recent months. Nevertheless,
the repeated clashes with Muslim radicals, be it in Kabardino-Balkaria or in Daghestan, are giving
food for thought.

Such amovement can only be neutralized with the support of the peaceful Muslim population,
both the traditionalists, and the nouveau riche Muslims. Forceful measures alone will not help here. |
seethe solution to the problem in rejecting imperial ambitionsand seeking adialog with both factions
of the Muslim spiritual elite. It standsto reason that those republics are in the most difficult situation
today whose authorities played on the contradictions between the official muftiat and the opposition
in the 1990s. This primarily applies to Daghestan. The attacks on policemen were to some extent a
reaction to the violence wielded by the keepers of the peace over the Daghestanis during the years of
suppressing the Wahhabi opposition. The recent disturbancesin Kabardino-Balkaria, as Russian eth-
nologist A.A. Yarlykapov correctly noted,” were due to blunders of the authorities, which closed
mosques and organized araid on the people praying, as well as grossly affronting the religious feel-
ingsof the oppositionin other ways. It ischaracteristic that in Adigey, for example, aconflict between
the muftiat and young M uslims was avoided thanksto the policy of mufti N.-h. Emizh, who recruited
young people to work in the SAM and created a youth organization under it headed by Cherkessian
repatriate from Kosovo N. Abazi. While recognizing 1slam as the reality of the present-day Russian
Caucasus, the authorities should preserve the secularity of the state declared by the Constitution and
not allow any of the Muslim groups at loggerheads with each other to lead them by the nose.

% See, for example: A.A. Ignatenko, op. cit., pp. 181-188.

3% A. Jersild, Orientalism and Empire, Montreal, London, 2002, p. IX.

4 Seer A.A. Yarlykapov, “Islam na Severnom Kavkaze: sovremennye problemy. Severo-Zapadniy Kavkaz,” in: Et-
nicheskaia situatsiia v stranakh SNG i Baltii, Annual Report, ed. by V.A. Tishkov, E. Filippova, Moscow, 2005, p. 37.
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