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Foreword

he strategic importance of Central Asia has been widely recognized since

the attacks of September 11, 2001. The subsequent U.S.-led campaign
in Afghanistan transformed the region into a front line in the global strug-
gle against terror. But the region’s leaders remain strange bedfellows for
democratic regimes.

In Central Asia’s Second Chance, Carnegie senior associate Martha Brill
Olcott, an internationally recognized scholar and policy analyst who has
studied and traveled in Central Asia for thirty years, vividly depicts the
region’s many challenges. She writes that renewed international interest in
Central Asia is unlikely to resolve urgent social and economic challenges,
given the limited level of international engagement and the deeply flawed
leadership throughout the region.

Olcott singles out the inward-looking economic strategies adopted by
Central Asian countries following the collapse of the Soviet Union, which
have impeded regional cooperation. Central Asia’s leaders are all men
shaped by their Soviet-era experiences, more concerned with exploiting
state resources and controlling their populations than with implementing
democratic political systems or sponsoring regional cooperation. None has
been a serious advocate of economic transparency, and some have refused
to support even limited market reforms.

In fact, the region’s newfound significance to the rest of the world has
emboldened many leaders’ sense of personal security. Confident that their
support for the war on terror is too valuable to be risked over “secondary”
matters, Central Asian leaders have resisted outside calls for political
reforms. Not surprisingly, this is particularly true in countries with indige-
Nous energy resources.

vii
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Central Asia’s population is likely to grow increasingly restive. In March
2005, following a seriously flawed parliamentary election, angry crowds
took to the street in Kyrgyzstan, causing their president to flee the country,
Especially after the revolutions in Georgia and Ukraine, these demonstra-
tions put other leaders in the region on notice as well.

Olcott highlights a deep contradiction running through U.S. policy
toward Central Asia. Partnership with the region’s antidemocratic regimes
creates long-term security risks in the form of political, economic, and social
discontent that can catalyze terrorism. Yet the short-term priority of that
same danger argues for continued engagement.

Olcott also faults the international community for using country-
specific approaches to development assistance rather than a regional frame-
work. She offers a number of insightful alternative courses to follow.

As the world increasingly comes to view Central Asia as a critical battle-
field in the war on terror, Olcott makes an important contribution to our
knowledge of a vitally important region still unfamiliar to most foreign pol-
icy specialists. Her perceptive analysis of the challenges involved in state
building and international development assistance will be of particular inter-
est to scholars and policymakers, but the book’s accessible prose is equally
suitable for the general reader.

In Afghanistan, we witnessed the devastating effects a failed state in Cen-
tral Asia can have on people living thousands of miles away. Olcott’s expert
analysis offers a timely examination of the domestic, regional, and global
conditions that contribute to the region’s instability and points the way to a
brighter future.

Martha Olcott’s work is an integral part of the Carnegie Endowment’s
Russian and Eurasian Program. We are grateful to program support provided
by the Carnegie Corporation of New York and the Starr Foundation.

Jessica T. Mathews
President
Carnegie Endowment for International Peace
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After September 11, An Unexpected Chance

he terrorist attacks on the United States of September 11, 2001, demon-

strated what can happen when the international community turns its
back on a region—in this case, Afghanistan and its neighbors—and its prob-
lems. Yet despite all the money subsequently devoted to the war on terror
and to preventing a repeat of the circumstances that allowed Al Qaeda to
thrive, the prospect of new failed states developing in Central Asia is greater
today than it was then. In March 2005 Kyrgyzstan’s president, Askar Akayev,
was driven from office by an angry mob, and less than one month later
Uzbekistan’s president Islam Karimov used force to reassert control in the
Ferghana Valley.

For most of the first decade of independence, Central Asia’s leaders liked
to cite the situation in Afghanistan as the source of many of their problems,
claiming it created an environment in which political reform was risky and
economic reform needed to take a backseat to political stability. But the
population in the region—sparked in part by successful revolutions in Geor-
gia and Ukraine—will no longer tolerate these kinds of excuses.

The situation in Afghanistan shows signs of stabilizing, even though
reconstruction there is proving to be a slow and reverse-filled process. The
Taliban’s hold on power has been broken, the Al Qaeda camps have been
largely liquidated, and a national political consensus seems to be develop-
ing around the idea that the country should be ruled by a democratically
elected government.

Although armed opposition to the government led by President Hamid
Karzai remains, fueled in part by a burgeoning drug trade, the ouster of the
Taliban substantially reduced a major security risk for these states. And

1
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even if Karzai should fall, the threat posed to Afghanistan’s neighbors will
be mitigated as long as there is a substantial U.S. and international military
presence in Afghanistan, logistically supported by the presence of the two
U.S. bases in Central Asia: the Manas airbase in Kyrgyzstan and the Khan-
abad base in Uzbekistan.

This new security environment created an unexpected second chance for
the Central Asian states. Alongside the bases came the prospect of increased
international assistance to the states of Central Asia as part of a regional strat-
egy to support nation-building efforts in Afghanistan.

The thesis of this book is that much like their first efforts at state building,
there is little likelihood that even now the Central Asian states will “get it
right.” The Soviet-era leaders still in power in these countries show no more—
and in some cases even less—inclination to promote democratic political tran-
sitions than they did previously, and support for the transparency necessary to
sustain economic reform remains virtually absent throughout the region.

Furthermore, the international community has done little to change the
mind-set of these leaders. Although funding for the Central Asian states
increased, the increases were short term and relatively meager, given the mag-
nitude of economic challenges they face. Donor nations have been unwilling
to reevaluate their fundamental approaches to foreign assistance and devel-
opment needs in the region, so the incentives for reform remain ineffective.

Western interest in Central Asia has been quick to wane, partly because
problems have cropped up in other parts of the world. The United States
became preoccupied with the war in Iraq, and in general the international
donor community became quickly disappointed by the initial results of
their efforts at reengagement. By 2004 few outside observers viewed the
prospects of reform in much of Central Asia any more favorably than they
had three years earlier, and many viewed prospects as even more negative.
And when President George W. Bush set the goal of building a community
of free and independent nations in his January 2005 State of the Union
Address, that was no indication that regime change or democratic institu-
tion building in this part of the world be a priority for his administration. !

A Fish Rots from the Head Down

Well-thought-out Western engagement is a necessary condition for chang-
ing the trajectories of development in this part of the world, but alone, it is
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insufficient. The outside world can provide foreign direct investment, tech-
nical assistance, loans, and grants-in-aid to these countries, but the will for
reform must come from within the Central Asian states themselves, as we
have seen in Kyrgyzstan. It must come from populations willing to endure
the dislocations of economic and political transitions. And even more
important, it must come from leaders willing to observe constitutional term
limits, willing to hold free and fair elections—even if elections result in
their defeat at the polls—and willing to leave office if such a defeat occurs.
Democratic reforms can often translate into shorter periods in office than
leaders or their families might like.

Reform also requires a kind of selflessness from leaders, a capacity to con-
vince the population that their actions are designed to advance a national
interest rather than simply motivated by the rulers personal gain. This ele-
ment has been sorely lacking in Central Asia. Even the most nationally spir-
ited of the region’ leaders have been compromised by charges that they or
their family members have benefited from rigged privatization schemes.
The worst behave so outlandishly that they appear as caricatures of greed
and personal aggrandizement.

None of the region’s presidents was truly prepared for the job of leading
an independent state. While we can debate what the ideal training would
be, bad training is easy to identify and would certainly include a successful
career in the top ranks of the Communist Party of the Soviet Union—an
institution that demanded blind obedience and inspired devious behavior.
Central Asias current leaders were all members of the Soviet elite, and the
heads of Kazakhstan, Turkmenistan, and Uzbekistan were the Moscow-
appointed leaders of their respective republics Communist Party when the
Soviet Union collapsed in December 1991. Kyrgyzstan’s Askar Akayev took
charge of his republic in 1990 in a coup staged by the local communist elite
against the Moscow-appointed boss, who was already a liability to the
Kremlin.? And the leaders who ousted Akayev in 2005 also served in the
Communist Party system. All of these individuals rose through the ranks of
the Soviet system thanks to their tenacity and skill as political infighters, not
because of any political leadership or original thinking. The challenge of
founding new states demands precisely those qualities that the Soviet sys-
tem chose not to reward.

With the dissolution of the USSR, Central Asia gained independence
without having to fight for it. That, in some respects, was a real advantage,
for it involved little suffering or loss of life. Yet as a result, Central Asia’s
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presidents generally lack the political legitimacy gained from leading a strug-
gle for national independence.

Tajikistan’s Imamali Rakhmonov is a somewhat special case. A former
Soviet-era collective farm chairman from a remote region, Rakhmonov was
placed in power in 1992 by the commanders who eventually won that
country’ civil war, which was fought between 1992 and 1997 for political
control. A very unworldly man, Rakhmonov built his reputation on a high
level of tolerance for brutality, even by local Tajik standards. Rakhmonov’s
first years in power were a time of bloody payback in the country, marked
by vigilante justice against suspected enemies. These traits have made it
very difficult for Rakhmonov to expand his power base, which is drawn
almost entirely from his native region of Kulob.

In Kyrgyzstan, much changed between the early 1990s when Askar
Akayev, the self-styled democrat, was popularly embraced as a nationalist
figure and 2005 when Akayev, the increasingly corrupt autocrat, was ousted
by members of his own ruling elite.

Akayev, a physicist by training and party functionary by career, had
sought to emphasize how different he was from the region’s other leaders.
In his first years in office, Akayev was eager to cultivate an image of being
the Thomas Jefferson of Central Asia, as Strobe Talbott, then Undersecretary
of State, referred to him in 1994. His subsequent actions, which included
jailing prominent political rivals, such as vice president-turned-opposition
leader Feliks Kulov, turned such claims into a source of ridicule, when it
became clear that the diminutive Akayev had very little in common with his
physically imposing American role model.

Rakhmonov and Akayev, together with Nursultan Nazarbayev in
Kazakhstan, Saparmurat Niyazov in Turkmenistan, and Islam Karimov in
Uzbekistan have to varying degrees behaved like rulers who are frightened
of their populations. Each has used the state instruments at his disposal to
hold power, stunting the development of political institutions in the process,
though always in the name of greater national gain.

New U.S. Presence

Since September 11, 2001, the expanded U.S. presence in the region has
become one of these state instruments stabilizing the Central Asian regimes’
grip on power Although the various nations’ contributions to the war on ter-
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ror have varied in strategic significance, each of the region’s leaders believed
that his efforts should translate into new leverage with the United States.

The Uzbeks were the first to provide a military base to the United States,
turning over facilities at Khanabad in Kashi prior to the beginning of the mil-
itary campaign in Afghanistan. The Tajik and Kyrgyz governments also lob-
bied for the U.S. military to use their facilities, eager for the boost it could
bring their economies. The Dushanbe airport in Tajikistan was used by the
United States and France as a “gas-and-go” refueling base during various
phases of the military operation in Afghanistan. The United States estab-
lished a full base facility in Kyrgyzstan, taking over part of the Manas airfield,
the country’s major commercial airport near Bishkek, and deploying 1,100
military personnel there. In addition, the United States also gained limited
landing rights at three airfields in Kazakhstan.?

Only Turkmenistan imposed strict limits on its military cooperation with
the United States, citing its claim to “positive neutrality.” But it did serve as
a major transit point for humanitarian assistance bound for Afghanistan, and
such cooperation was enough for the United States to reward President
Saparmurat Niyazov with a visit from U.S. Secretary of Defense Donald
Rumsfeld in April 2002.

The September 11 attacks turned the countries of Central Asia into front-
line states for the Bush administration, which previously had given little
thought to direct engagement with Afghanistan and placed no priority on
increased security cooperation with the Central Asian states.

For years Western analysts had been pointing to the security risks asso-
ciated with Afghanistan’s degeneration into lawlessness and had warned of
increasing danger as the Taliban leaders consolidated their hold to include
about 90 percent of the country’s territory. This theme was frequently
repeated in speeches by prominent Russian and Central Asian leaders,
almost all of whom believed that anti-regime activists in their own countries
had ties to Afghanistan’s theocratic rulers.*

Central Asia’s leaders were eager to link up with the U.S. effort to oust the
Taliban because it would rid them of a troublesome neighbor. And many
leaders also hoped that direct military cooperation with the United States
might translate into security guarantees offered by Washington for their
own increasingly less popular regimes.

The Taliban regime had few friends in Central Asia because most rulers
saw it as threatening to their secular visions of nationhood and, even more
troubling, as tolerating the presence of local and international terrorist
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groups, such as the Islamic Movement of Uzbekistan (IMU) and the Al
Qaeda network. Most of the region’s leaders also linked the lawlessness in
Afghanistan to a major increase in the opium and heroin trade across their
states. But the sense of threat varied, as did the price that the various Cen-
tral Asian rulers were willing to pay to effect regime change in Afghanistan.
By late 1999, however, attitudes toward the Taliban had hardened through-
out the region, in large part due to the coordinated series of bombings in
Tashkent in February 1999, and an armed incursion into Kyrgyzstan by
Afghan-based fighters from the IMU several months later, in which several
foreigners were taken hostage.

Cognizant of the deteriorating security environment in the region, the
United States increased military assistance to and cooperation with several
of the Central Asian states but saw little urgency in the situation, even as the
United States became more concerned with the need to contain the threat
posed by Al Qaeda.

The U.S. reevaluation of the strategic importance of the Central Asian
states struck a responsive chord in the region. Presidents Islam Karimov of
Uzbekistan and Askar Akayev of Kyrgyzstan had long been pressing for
some form of increased international intervention in Afghanistan, as had
Tajikistan’s Imamali Rakhmonov. All three men had also been seeking ways
to more fully engage with the United States, believing that Washington’s pre-
occupation with oil- and gas-rich states of the Caspian meant that their
importance was being eclipsed by Kazakhstan and Turkmenistan.

U.S.—Tajik relations began improving steadily after an internationally led
negotiating effort resulted in the introduction of a government of reconcil-
iation in June 1997. But Rakhmonov wanted to further advance this rela-
tionship as part of his effort to find strategic counterbalances for Russia’s
lingering military presence.”

Akayev wanted to reverse a deteriorating U.S.—Kyrgyz relationship—and
to do so without modifying his domestic policies. Akayev’s domestic poli-
cies had become a sore point with U.S. policy makers, who were frustrated
by restrictions on the role of opposition and independent political groups
in Kyrgyzstan introduced in the late 1990s. Akayev’s interest in cooperating
with the United States was heightened by Uzbekistan’s rapid support for the
U.S. war effort. An alliance between Tashkent and Washington would
change the strategic balance within the Central Asian region, and Akayev did
not want his smaller and weaker country to become even more vulnerable
to pressure from its more powerful neighbor.
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The U.S. military’s Enduring Freedom operation in Afghanistan seemed
a tailor-made opportunity for Karimov, who saw close ties to the United
States as critical to Uzbekistan’s ability to develop a defense policy that was
fully independent of Russia.

Many in the U.S. Defense Department were pleased with the Uzbek mil-
itary’s performance in a series of programs that grew out of the Partnership
for Peace program run by the North Atlantic Treaty Organization (NATO).
Military cooperation between the Uzbeks and the Americans increased after
the Tashkent bombings in February 1999, in which Karimov appears to
have been targeted by religious extremists presumed to have ties to the
IMU, though no one has claimed responsibility for the attack.®

Karimov’s refusal to engage in sustained economic or political reforms
had seriously hampered prospects for a close Uzbek-U.S. relationship. At
least two U.S. Secretaries of Defense, William Perry and Donald Rumsfeld,
had been fulsome in their praise of Tashkent and lauded the prospect of
U.S.~Uzbek cooperation. Rumsfeld seemed quite uncomfortable with
using human rights—on which Karimov’s record is infamous—-as a yard-
stick when evaluating potential strategic partners.” But in the end there
was too little to be gained in Washington from a close public partnership
with remote Uzbekistan for any substantial sea change in relations to
OCCur.

New Chance for Reform

In and of themselves, the pro forma promises Uzbekistan and Kyrgyzstan
made regarding their newfound commitment to human rights made these
states no less embarrassing allies for the United States, especially Uzbekistan.
But the increased U.S. military presence, combined with Washington’s
claimed willingness to spend more foreign aid dollars in this part of the
world, might have served as an opportunity to jump-start their stalled
reform process. This book looks at precisely what would have been neces-
sary to do just that.

Chapter two explores whether the regimes in place throughout Central
Asia were prepared prior to September 11 to use the renewed international
interest in the region the events unexpectedly sparked to resolve pressing
economic and social challenges.
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Chapter three details the degree of international involvement in the
region prior to September 11, and looks at what were the building blocks
in place for future engagement.

When the terrorists flew their planes into the World Trade towers and the
Pentagon, each of the Central Asian states was in the throes of political or
economic crises of varying severity, created in part by a series of bad policy
choices on the part of the countries’ ruling elite. As chapters four and five
show, most of these problems have yet to be resolved, and the security risks
posed by the failure to do so are escalating, a subject tackled in chapters six
and seven.

Each of the Central Asian states has developed a strong presidential sys-
tem, and in the most extreme case, Turkmenistan, the president has near
absolute power. The political choices that have been made in each of these
countries will complicate the inevitable but still-pending transfer of power
to a new generation. None of the Central Asian states has developed the
political institutions necessary to support a democratic transition. Presi-
dents and parliaments have not been elected democratically, and all too
often the latter serve as little more than presidential rubber stamps. In sev-
eral countries disenfranchised groups in society are growing restive. Vio-
lence in Uzbekistan’s Andijan province in May 2005 foreshadows future
unrest and how easily it may be triggered.

Kazakhstan and Kyrgyzstan are well along in their transition to market
economies, but some countries, like Turkmenistan, have not begun, or oth-
ers, like Uzbekistan, are trying to recreate momentum for a process that was
halted in its early stages. Corruption is endemic throughout Central Asia,
and there is little protection of private property—a situation that hobbles the
performance of even the region’s strongest economies. The Central Asian
states all have predominantly young populations that are generally growing
faster than the opportunities for employment, which creates fertile breed-
ing grounds for recruiters from radical Islamic groups that have been openly
operating in Central Asia since the late 1980s.

All the states in the region are engaged in completely revamping Soviet-
era education and healthcare systems. Some of these states are doing this far
more successfully than others, but in much of the region the patience of the
population to withstand the disruptions that accompany even the best
grounded of the social reform programs shows signs of strain.

Many political and economic problems created by the collapse of the
Soviet Union were exaggerated by the inward-looking policies of state-
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building strategies, which often had deleterious consequences for the
economies of neighboring states. We address this in the following chapter.
The international community had little leverage to prevent this, because the
United States and other Western governments and institutions used a
country-specific approach to the design and delivery of development assis-
tance rather than a framework designed to reinforce regional cooperation.

Five States versus One Region

The international financial community’s approach reinforced the unwill-
ingness of Central Asian leaders to give ground in dealing with shared
regional problems, which have only been partly addressed, as chapters three
and seven explain. Even today, though much less so than in 1991, the Cen-
tral Asian states remain partially interdependent, which is a legacy of hav-
ing been part of a single state. All depend in part or in whole on water from
the Aral Sea basin, share hydroelectric and other energy systems, and have
principal cities linked by highways that crossed largely arbitrary republic
boundaries. Although tens of millions of dollars, including a lot of interna-
tional assistance money, has been spent on reducing these interconnections,
the Central Asian states still lack effective bilateral or multilateral institutions
to manage the potential conflicts that their intimate geography and shared
Soviet history continue to create.

At the same time, for all the complaints about the arbitrariness of national
boundaries and all the talk of the relative “newness” of these nationalities,
at independence each of the Central Asian states had a distinct titular nation-
ality, with its own culture, language, and history. Although these people
had much in common, there were also at least a dozen different permuta-
tions of national rivalries, especially when one added into the mix the
hundred-odd minority nationalities and ethnic communities also living in
the region. Most of these rivalries had their roots deep in history, but all had
been further exacerbated by the ways in which scarce resources were allo-
cated during the Soviet period.®

Ethnic competition has complicated the state-building process, a theme
that appears throughout this book because it has affected foreign policies
and domestic strategies in each of these countries. Central Asia’s national
leaders have consistently sought to demonstrate their uniqueness from
their neighbors. Kazakhstan and Kyrgyzstan have always been relatively
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more open to the recommendations of the international community, and
the Tajiks have become receptive too since the 1997 culmination of their
civil war in which some 60,000 people died. But to underscore their dis-
tinction, the leaders of Uzbekistan and Turkmenistan sought to carve out
a model of political and economic development that is said to be in keep-
ing with the specificity of their national culture, rather than to accept strong
international direction (and what they saw as inappropriate formulaic
strategies).’

When the prospect of increased international assistance was raised in late
2001 and 2002, the Uzbek leadership began to reconsider its economic
and political strategies. But as we see in chapter four, the Uzbek government
has moved much more slowly and introduced fewer reforms than promised.
Its introduction of account convertibility was late and incomplete, and the
Uzbek government has yet to rescind regulations that restrict the free trade
regime.!® Uzbekistan’s go-it-alone strategy has stifled the development of its
own small- and medium-size business sector specifically and defeated
prospects for regional trade more generally This strategy has had serious
economic consequences for neighboring Tajikistan and Kyrgyzstan as well,
contributing to their disappointing economic progress.

Not only has a regional market failed to develop in Central Asia, but an
atmosphere of protectionism has been nurtured in its stead. Throughout the
Soviet period the Central Asian states were forced into a ghetto of Moscow’s
making, but regional integration need not be synonymous with international
isolation. A regional market would have helped facilitate the integration of
these states into the global economy—not inhibit it, as so many leaders of the
region mistakenly thought. Given the distance to markets in the United
States, Asia, and Europe, the development of a regional market joining Cen-
tral Asia’s neighboring parts of Russia, Iran, Afghanistan, and China would
have spurred the development of local businesses. Pooling the capacities,
supplies, and markets of these states would have expanded the variety and
complexity of medium-size enterprise projects available for investment.

Although the region’s leaders have championed the cause of increased
cooperation, their deeds have generally belied their words. The Uzbeks,
Kyrgyz, and Kazakhs joined together in 1994 to establish a Central Asian
Union, eventually renamed the Central Asian Economic Community, and
expanded it to include Tajikistan. But, the organization did little to stimu-
late increased economic cooperation, largely because none of the member
states would delegate any authority to it.
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Instead, the states of Central Asia began to treat one another as potential
rivals or, worse yet, as enemies. This has been particularly true after the rise
of the IMU in the late 1990s. Discussions on free trade were overshadowed
by the introduction of policies of armed protectionism, stimulated in large
part by Uzbekistan’s decision to begin formally delineating and even min-
ing its borders with neighboring states in 1999.

Most Central Asians were not terribly concerned that choices being made
in their national capitals were adversely affecting those living in neighbor-
ing states. After all, their Soviet-era experience with calls to sacrifice national
(then termed “republic”) interest for a common good had taught them to
expect that those making the sacrifice would generally lose more than they
would gain.

Each of the states in the region became preoccupied with creating an
international identity separate from that of each of its neighbors. The change
in psychology seeped down from the leaders to the level of political aspirants
and even to ordinary citizens. This is particularly true of those living in the
two largest states of the region—Kazakhstan and Uzbekistan. Over time,
however, Kazakhstan’s leaders began looking to a larger international arena
for examples with which to compare themselves, whereas Uzbekistan’s elite
became even more inward looking, at least with regard to domestic politics.

Turkmenistan had gone one step further; Ashgabat was following a pol-
icy of de facto isolationism with its doctrine of “positive neutrality” and
nonengagement.

Learning to Live with Independence

It was not surprising that it took a while for the Central Asian leaders to ori-
ent themselves to the larger international community, the theme of chapter
three. The presidents of these countries were not particularly eager for the
dissolution of the USSR, even though following the failed Communist Party
coup of August 1991 most realized it was likely to be inevitable and sup-
ported resolutions declaring independence drafted by their republic parlia-
ments.!! Compared with the disturbances in most other parts of the USSR,
however, the situation in Central Asia was generally very quiet in the final
days of Soviet history.!? The one exception was Tajikistan, where there was
near-revolutionary political frenzy sufficient to force the Gorbachev-
appointed head of the republic (Kakhar Makhkamov) to resign under pres-
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sure in September 1991, setting in motion a series of events that would cul-
minate in a full-fledged civil war some six months later.

The disturbances in Tajikistan highlighted the dangers associated with
independence. No leader felt exempt from the risk of popular unrest, given
the economic burdens that were created for each new government when the
Soviet Union was dissolved. Each president became the formal master of his
republic’s economy but lacked the understanding of how to manage its
assets or how to meet its inherited social welfare burdens.

Though formally independent, each republic was still fully tied to
Moscow, which among other things was still printing all the money to pay
pensions and salaries. All feared that Russia’s president, Boris Yeltsin, would
still try to dictate their economic and political choices, while formally rec-
ognizing each union republic of the Soviet Union as a sovereign subject of
international law. At the same time there was a deep-seated fear of what
would happen to these countries if Moscow left them to their own devices.
Not only would republic leaders be left to deal with their own increasingly
demanding populations, but they might have to cope with potentially rapa-
cious neighbors, with whom they shared ill-defined borders and to whom
they were still economically linked.

It soon became clear that most of these early fears were exaggerated.
Tajikistan’s devastating civil war was not a harbinger of similar unrest in
neighboring states. It proved finite, and eventually, the process of interna-
tional mediation led to a largely successful process of national reconciliation
in Tajikistan.!?

The risks associated with independence did not disappear for Central
Asia’s leaders but instead took on new forms. Tajikistan’s civil war had many
hidden costs, including reinforcing the perception of the region’s ruling
elite that the public was prone to uncontrollable violence. Long after the
fighting in Tajikistan had ended, it was still used as an explanation for why
the Central Asian states must move slowly with democratization.

The Tajik civil war also served to reinforce the Uzbek government’s eco-
nomic conservatism, because officials were frightened of what would hap-
pen if human security were somehow compromised and social welfare
commitments were not maintained. These fears led to the maintenance of
price supports long after neighboring Kazakhstan and Kyrgyzstan had aban-
doned them and fostered an atmosphere of economic isolation as Tashkent
was fearful that traders from neighboring states would profit from
Uzbekistan’s lower prices.
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The disorder in Afghanistan further complicated the process of state
building throughout Central Asia. Opposition groups from Central Asia
were able to take refuge in Afghanistan, and Islamic groups in particular
(from both Uzbekistan and Tajikistan) found this a welcome refuge even in
the territories dominated by the Northern Alliance. This was the case even
before the Taliban took power in Afghanistan and allowed the Al Qaeda net-
work to establish training camps for international terrorists.

The Central Asian states used both the situation in Afghanistan and the civil
war in Tajikistan as excuses for not addressing their unresolved problems of
economic and political reform. In reality, however, by the mid-1990s, for all
their fears that Islamic extremism might pose a security threat, the region’s
presidents were also beginning to feel more firmly in control of their countries
than they had just a few years previously. Independence began to seem irre-
versible, but one consequence of this was that there would be no one to bail
them out if they faltered, and now more than ever the region’s presidents did
not want to be turned out of office. Independence had been of enormous per-
sonal benefit to these men, especially the four in power in 1991.

The region’s rulers and their families began accumulating vast personal
fortunes when they figured out how to manipulate the transfer of economic
authority from Moscow to the republics. Independence provided Central
Asia’s presidents with near-total control of all assets of any value in their
countries. Given the almost complete absence of private property under
the Soviet system, there was enough economic redistribution in even the
poorest republics to make their leaders rich. The Soviet system also sharply
limited the number of potential political stakeholders in the new Central
Asian states. There were no property owners with vested economic interests
to deal with, and these presidents’ only serious political rivals were former
colleagues from the communist elite, who with the dismantlement of the
Communist Party now lacked the political instrument that they had previ-
ously used to advance themselves.

Learning about One’s Friends

With time, the sense of perceived threat from Russia also began to recede, or
at least was redefined. Although formally the heir to the USSR, Russia still
had to reinvent itself and faced the same economic and political challenges
as the other newly independent states. The Kremlin was preoccupied with
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Russia’s problems, and those that they had helped stir up in the Caucasus. As
a result Moscow had less inclination and ability to directly intervene in Cen-
tral Asia than the region’s leaders had originally expected. Russia remained
intimately involved in Tajikistan, but its military presence there proved the
exception, not the rule.

The leaders of the Central Asian states eventually decided that the biggest
threats they faced came from their own citizens, which we address in chap-
ter two. Although the risk that dissatisfied elements would be incited by
external forces decreased, the fear that they would be organized by frus-
trated and displaced local elites remained. The continued independence of
their states was not at issue, but the current leaders’ capacity to perpetuate
their rule was not assured. And if their power were threatened, it was
becoming increasingly unclear from whom they might obtain help.

By the mid-1990s, the leadership in Moscow was preoccupied with its
own political succession crisis, and after Vladimir Putin took power in late
1999, the new Russian president quickly became mired in Chechnya. As
chapter three shows, with the Russian army both overextended and largely
unreformed, Moscows interest in trying to speak for or act in the interests
of its Central Asian neighbors was diminishing almost as rapidly as its capac-
ity to do so effectively.

Russia’s level of military engagement in Central Asia peaked with the
Russian intervention in Tajikistan in late 1992, The Tashkent Collective
Security Agreement, signed on May 14, 1992, ceased to be the basis of a
regional force when the Uzbeks pulled out in 1999. Russian military coop-
eration remained quite high with the Kyrgyz and Kazakhs, but when ter-
rorists from the IMU took hostages in the mountains of Kyrgyzstan's Osh
oblast, the Russians refused to respond to the Kyrgyz call for help.!* Bluntly
put, Russia’s military was not in a position to cover its own needs, let alone
the Central Asians’.

Yet there was no other regional power ready or able to fill the gap. Shar-
ing borders with three of the five Central Asian states, China had a strong
interest in the region, but the Chinese did not feel pressed to maximize
their influence. Their concern was to ensure future strategic advantage while
minimizing the risk that the Central Asian states might create immediate
security threats for China.

Smaller regional powers, including Iran and Turkey, did see the creation
of independent states in Central Asia as potentially shifting the geostrategic
balance to their respective advantage. Both states had strong cultural affini-
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ties with the Central Asian states, and although both pursued aggressive
policies in the region, each lacked the resources to become the deciding
influence in any of these countries.

With its substantial U.S. support and NATO membership, Turkey was
able to develop a stronger, but by no means commanding presence. The
Central Asian states had long seen cooperation with the United States and
NATO as a ticket to the future. But prior to September 11, the West had lit-
tle interest in funding the rapid entry of the Central Asian countries into the
global security system, and it seems now that little has changed.

Region Still at Risk

Even without the events of September 11, it was only a matter of time before
the Russians were overshadowed in the region by the slowly but steadily
growing role of the United States, as well as by the Central Asian states’ own
broader engagement with the United States and other European and Asian
states. This said, the opening of U.S. military bases in the region was a dra-
matic act, simultaneously an affirmation of the Central Asian leaders’ claim
of the region’s strategic importance and a symbolic end to the Russian and
Soviet empires.

It also served as a public demonstration of Russian power in retreat.
After years of blustering pronouncements warming Washington not to reach
too deep into its backyard, Moscow rather quietly accepted being eclipsed
by the United States in areas Russia had long dominated, at least as a tem-
porary necessity. The increased U.S. presence in Afghanistan and Central
Asia came in pursuit of a goal—the defeat of the Taliban and the removal of
Al Qaeda from Afghanistan—that Moscow desperately shared but lacked the
money, military technology, and international support to achieve.

Moscow also recognized that Washington’s presence in its backyard was
the product of extraordinary events that were wholly unrelated to Wash-
ington’s attitude toward its former Cold War rival. Although quick to rec-
ognize all five newly independent states, the United States initially had been
content to take a backseat to Russia in the region.

Prior to September 11, energy policy dominated U.S. strategic engage-
ment in the region, and we address this in chapter three. U.S. policy mak-
ers had mixed success in finding ways to maximize the role of U.S.
companies in Caspian oil and gas development, but this was not terribly
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troubling because the exploitation phase of most major projects was still a
long way off.

The strategic potential of Central Asia, however, was of growing interest
to the U.S. military and security agencies after 1999, which sought increased
cooperation with their counterparts in this region. But there was no sense
of imperative from the U.S. side about helping these states meet their secu-
rity needs, reform their militaries, or wean them away from Russia.

This situation has not really changed even with the U.S. bases in the
region. Since September 11, the United States has increased the amount of
money available for military training and the overall reform of the armed
services of the Central Asian states but has not assumed responsibility for
supervising and completing the reform process or for ensuring the internal
security of these states.

Moreover, the nature of the long-term U.S. commitment to these states
is still in question. The arrangements on bases and landing rights give
Washington maximum flexibility to remain in the region as long or as short
a time as it deems prudent, and the United States shows no evidence of
leaving Central Asia any time soon. The United States has signed agree-
ments with the Uzbeks that talk of a long-term security partnership
between the two countries, and Washington has laid the foundation for
somewhat less inconclusive military-to-military cooperation with
Kyrgyzstan and Kazakhstan. Although the United States has promised to
keep increasing spending for border security, narcotics interdiction,
removal of nuclear materials, and officer training, it has not elaborated
long-term commitments or binding security guarantees for any of the states
in the region.

As discussed in chapters four and five, neither the promised assistance
nor the stationing of U.S. troops in the region will eliminate the security
threats that the Central Asian states face. Central Asia remains a region at
risk. The change in the status quo in Afghanistan does little more than pro-
vide the states of Central Asia with breathing room. Homegrown opposition
groups will just have to go further afield for their training and work harder
to raise the money to sustain their operations.

The reconstruction of Afghanistan, however, would be of real economic
benefit to the Central Asian states. It would allow for the development of
new transit corridors across Afghanistan, creating relatively rapid access to
the open ports of Pakistan and the possibility of supplying India with Cen-
tral Asian oil and gas, as well as a host of other economic opportunities.
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All of these economic benefits are still somewhat distant prospects, how-
ever. Today Afghanistan remains a source of drugs, not jobs, for Central Asia,
with no sign that opium cultivation and the heroin trade will diminish.
Thus, for the foreseeable future, Afghanistan’s neighbors will warily moni-
tor their shared borders. The Uzbek—Afghan border is small and fairly well
controlled, but Afghanistan’s borders with Turkmenistan and Tajikistan are
long and highly porous.'®> With the increase in opium cultivation that fol-
lowed the ouster of the Taliban leaders, drug traffickers in larger and larger
numbers have begun plying the land routes between Afghanistan and Cen-
tral Asia to reach their markets in Europe.

Even more disturbing is the regular flow of unwanted human traffic, includ-
ing opponents of the Central Asian regimes, and in particular, those from the
remnants of the IMU who have enjoyed safe haven in Afghanistan. And such
safe haven is likely to continue to be provided to fighters on an individual basis
even by Afghanistan’s current rulers. Ties of kinship link Afghanistan’s Uzbek
and Tajik populations with relatives in Central Asia, and even the most distant
of kin will offer refuge to those in political flight. Families who fled to
Afghanistan to evade arrest by Soviet authorities in the 1920s are rumored even
now to be offering sanctuary to IMU fighters hiding from U.S. forces.!®

The presence of U.S. troops in Central Asia is of enormous psychologi-
cal importance, but it does not address any of these problems. Neither do
the redefined relationships that are emerging between Russia and the Cen-
tral Asian states. Limiting Russia’s role in the region does not improve the
security environment for these states, nor will Russia’s reemergence in the
region necessarily lead to better risk management. Over the past two years,
Russia and China have both signaled an interest in playing a larger role in
ensuring the security of the region, but new security arrangements are still
largely in discussion stages.

Although it was not the U.S. intent, the Bush administration’s renewed
engagement with all of the Central Asian states will inevitably redefine
strategic relationships in this part of the world. But it will likely do so in
ways that will not be readily apparent for quite some time.

The changing security environment in the region certainly helps foster the
confidence of leaders of some of the Central Asian states, most particularly
President Nursultan Nazarbayev of Kazakhstan, the architect of an increas-
ingly more complex and multivectored foreign policy. Likewise in
Uzbekistan, President Karimov has also sought to more aggressively position
himself as the close partner of several great powers rather than to align him-
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self with a single country or bloc. The politicians who have positioned them-
selves as successors to Akayev in Kyrgyzstan have done much the same, sig-
naling their willingness to continue along Akayev’ foreign policy path.

Although some of the leaders in the region sought briefly to redefine
themselves in ways that were designed to appeal to U.S. authorities in the
aftermath of September 11, none has tried to reinvent himself as democratic.
If anything Central Asia’s rulers now feel more able to be antidemocratic,
which we discuss in chapter five. Leaders of the region’s energy-rich states
in particular feel more invulnerable. Even though they do not say so directly,
figures like Kazakhstan's Nazarbayev make clear that they—not the United
States or other outsiders—will set the limits of change in their societies, cit-
ing cultural imperatives or the dangers associated with empowering the
masses in Asian or Islamic societies.

Central Asia’s leaders were quick to appreciate that U.S. priorities in the
war on terror have been framed by the need to eliminate the current threat.
This approach may have made it easier for Washington to deal with the
region’s present leaders in the short run, but it creates the possibility that
current U.S. policies might inadvertently create new security risks down the
road.

U.S. policy makers are aware that this contradiction exists and it comes
out clearly in every congressional hearing on Central Asia, of which there
have been several each year since 2001.17 Almost invariably, expert witness
after expert witness talks about the long-term security risks associated with
the failure to reform the economic and political systems of these countries,
whereas the parade of U.S. government officials notes the strategic impor-
tance of the region and why it is in the U.S. interest to continue to engage
with these states.

So while a percentage of U.S. assistance is earmarked to promote the
development of democratic societies in this region, in reality Washington
has been content to do business with the existing ruling elite, no matter how
insecure or grasping it may be. Part of the problem is that most U.S. policy
makers give democracy as little chance of succeeding in the region as Cen-
tral Asia’s rulers do themselves. And this very attitude is helping to stimu-
late the social and economic instability that serves as the breeding grounds
for terror.

As this book went to press, the patience of the U.S. government with
Uzbekistan was reaching its breaking point. The trial of twenty-three busi-
nessmen in Andijan, charged with ties to Akromiya, a splinter group of the
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radical Islamic Hizb ut-Tahrir movement, had led to an emotionally charged
situation in the town. The night after the trial ended, May 12-13, long,
peaceful protests turned violent and ended with a siege in which weapons
were seized from government stores and a local jail emptied of prisoners at
gunpoint. What happened after that is still subject to contention, although
unquestionably the government of Uzbekistan’s efforts to quell public
protest on May 14 was accompanied by a high loss of civilian life.

But while these events were widely reported, and calls for Washington to
break off ties with Tashkent frequently heard, the Bush administration had
few effective levers of influence at its disposal, to influence the behavior of
its fractious ally, President Karimov, and—unlike in Ukraine and Georgia—
there were no ready substitutes in the wings to replace him.

In the aftermath of September 11, there really was an opportunity to
reshape the trajectory of development in this part of the world. But neither
the Central Asian states nor the international community has made good use
of this “second chance.”

Too many still believe that peace and security in the Central Asian region
can be preserved in the absence of economic and political reform in each
and every Central Asian state. The problems will not be resolved without the
Central Asians’ own initiative. If we are to prevent states in this part of the
world from descending into chaos, the international community must help
them identify solutions to the economic, political, and social challenges
with which they are confronted and then help them find the courage to stick
to this path. Unfortunately, no one inside this region or beyond it has made
this a priority.
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Central Asia:
The First Ten Years of Independence

f we are to understand what the odds were for the West and Central Asia
to make the most of this second chance for renewed engagement, we must
understand the ways in which the first chance was squandered in the decade
from the collapse of the Soviet Union in 1991 through September 11, 2001.
The debate over whether the first decade of independence in Central Asia
was a success or failure is a highly contentious, and it was no less so before
the attacks of September 11. In fact, such conflicting evaluations of the eco-
nomic and political transitions have been offered that it is often hard to
believe that observers were all writing about the same group of countries.!

Those who took a very short-term view or a very long-term view tended
to be the most positive, arguing that after all, Central Asian states got
through a decade of existence with relatively little bloodshed. With time, the
optimists maintained, the natural wealth in the region would be used to con-
tribute to improved lives for the peoples of Central Asia.

There is much to credit in this argument. The civil war in Tajikistan was
not the harbinger of regional collapse that many feared and concluded with
a process of national reconciliation that supported flawed but often forward-
looking policies of economic and political rebuilding. Moreover, most of the
states in the region do have enormous untapped economic potential.? In
many instances their economic assets are diverse enough to prevent them
from falling easy victim to the “Dutch disease,” becoming increasingly
dependent on natural resource extraction as a source of economic growth,
at the expense of investment in other sectors like manufacturing.

Turkmenistan, which sits on vast natural gas reserves, has seemed the most
vulnerable in this regard, but the lack of economic diversification is not the

20
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result of geography. It comes from state policy developed by a single man, in
disregard of the opinion of many in the former ruling elite. Kazakhstan has the
largest untapped oil field found anywhere in the world during the last thirty
years but also has an abundant and diverse economy with ferrous and non-
ferrous metallurgical reserves, and strong agricultural and industrial sectors
from the Soviet era. Uzbekistan is energy sel{-sufficient, has large gold reserves,
and potentially enough arable land to grow cotton for export and enough grain
to feed its own population. Kyrgyzstan and Tajikistan have the most fragile
economies in the region, with metals to export but not enough to sustain the
economy, and relatively little arable land. They are, however, the source of
water for the region and could develop hydroelectric resources for export.

The pessimists, too, wielded good arguments. These were generally
offered by researchers concerned with the region’s medium-term prospects,
the sustainability of current levels of stability, and the likelihood of economic
potential becoming economic achievement. The pessimists expressed con-
siderable doubt that the Central Asian states could cope with the problems
that they will inevitably face in this, the second decade of independence:
problems of political succession, the transfer of power to a new generation,
and growing gaps between rich and poor in what used to be relatively egal-
itarian societies. This view holds that failure to meet these challenges will
eventually create substantial security risks within Central Asia.

This author is included in the latter group, sharing the concern that the
state-building strategies of these countries offered little outlet for the expres-
sion of elite or mass dissatisfaction that would inevitably develop.> More-
over, these shortsighted strategies—sometimes pursued because of the greed
of the ruling elite—did little to maximize the ability of these states to pro-
vide for their populations or to facilitate a set of conditions that would allow
these populations to provide for themselves.

On the eve of September 11, the trajectory of development in much of
Central Asia was not very good. This chapter describes the host of factors
that had conspired to produce this situation.

International Community Offers Limited Engagement, Not Commitment

From 1991 to 2001, international engagement in the Central Asian region
was more talk than action. Russia had far more immediate concerns. China
was very interested in developments in Central Asia, as were India, Iran,
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Pakistan, and Turkey. China lacked a sense of pressing interest, and the
other countries lacked the capacity necessary to engage fully with these
states.

This region seemed remote to most Western leaders, despite the fact that
the leading Western oil and gas firms and many others in the mineral extrac-
tive industries were attracted to the region’s natural resource wealth. In Sep-
tember 2001 most of the big oil projects in the region were still in early
planning stages, and the difficulty of doing business in the region was tem-
pering Western enthusiasm for engagement. Interest remained high only in
the region’s largest energy projects, but the frustration level of potential for-
eign investors was increasing in some of these as well.

Those involved in developmental assistance faced many of the same chal-
lenges as foreign investors, which left them convinced that Central Asia’s
problems were being exacerbated by decisions made by policy makers in
these countries. The various bilateral financial institutions were still devel-
oping programs for the countries of the region, but the largest of these rarely
made it beyond the drawing board, or received only limited funding. Donor
fatigue was setting in. Except for the events of September 11, the interna-
tional community might well have chosen to leave most of the Central Asian
countries to their own devices.

Kazakhstan was something of an exception, because its o0il and gas indus-
tries were attracting billions of dollars in foreign direct investment.*
Although the country had the regions most aggressive privatization pro-
gram, most foreign investors in other sectors found it tough going, in large
part because of the pervasive atmosphere of corruption.

By contrast, Turkmenistan had been determined to go its own way from
the outset and never accepted direction from international financial insti-
tutions. Turkmenistan’s president, Saparmurat Niyazov, decided to choose
investment partners based on the advice of a few trusted foreigners and to
use the country’s vast gas reserves to fund a new kind of welfare state for its
small population, with free utilities, health care, and a six-week paid vaca-
tion (all to be provided by the turn of the century). But the turmoil in
Afghanistan, combined with Moscow’s control of existing gas pipeline export
routes, meant that the living conditions of most Turkmen deteriorated rather
than improved during this period.

The region’s two poorer countries, Tajikistan and Kyrgyzstan, were less
in a position to reject the advice of international advisers. In fact, Kyrgyzstan
initially leapt at fiscal and other macroeconomic reforms proposed with
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support from the World Bank, International Monetary Fund (IMF), and
other bilateral donors, as a way to secure support for Kyrgyz independence.
However, with time, many Kyrgyz politicians—especially those in the oppo-
sition—somewhat naively blamed the growing impoverishment of the bulk
of the Kyrgyz population on the advice that their leaders had gotten from
foreign advisers. Many of Askar Akayev’ critics had more difficulty than
Akayev in understanding the complexity of economic transition. On the one
hand, the country was succeeding—as measured by a host of economic
indicators—but on the other hand, poverty rates were increasing, as was
public indebtedness. Increased public indebtedness was one of the costs of
accepting advice from the international institutions, advice that was
designed to help alleviate the increase in poverty that came from the disin-
tegration of Soviet-era economic linkages. Unable to win over his economic
critics by persuasion, Akayev altered the rules of the political game to silence
them. The Kyrgyz leadership responded by staying within most of the eco-
nomic guidelines offered by the international community, but absent polit-
ical controls, the Akayev family and its close associates appear to have been
able to increase their personal wealth as well.

The Tajik government, weak and with only incomplete control of the
country, turned to the international community for help in rebuilding its
war-ravaged economy. But while the government in Dushanbe sought to be
cooperative, on one level the environment for reform was compromised by
the drug trade from Afghanistan, which continually fueled the further crim-
inalization of the economy that had taken root during the war. Drugs cross-
ing from Tajikistan also undermined the economy of southern Kyrgyzstan
and contributed to the severe corruption of law enforcement in parts of
both countries.

The Uzbek government invited the IMF into the country in 1994,
accepted its stabilization program, and then abandoned it in 1996.° From
that time on, the Uzbek government was dependent on its own foreign
reserves, obtained through the sale of gold and the export of cotton, to sup-
port its national currency, the som. This worked for a while, but there was
a lot of competition within the economy for foreign credits, and over time
government support of the som decreased and the Uzbek currency depre-
ciated sharply in value. By the late 1990s, it was clear to Uzbekistan’s lead-
ing economists that the country was depleting its assets without finding
new sources of economic growth, but there was no consensus on how to end
Uzbekistan’s growing isolation. Nor was there any concern in Tashkent that
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Uzbek economic policies were seriously undermining the economies of
Kyrgyzstan and Tajikistan.

Region of Long-Standing Rivalries

Uzbek behavior was reflective of a growing regional trend—one that the
international community inadvertently reinforced by economic reform
strategies focused on country-specific agendas that emphasized local “own-
ership” rather than support for overarching regional goals. In their efforts to
make these countries unique, the leaders of the Central Asian states were
attracted to nation-building strategies that maximized competition and min-
imized cooperation. Although each of these countries faced similar prob-
lems, each leader in the region feared that his personal position would be
damaged if these problems were addressed in concert.

This calculation was an unfortunate feature of their shared Soviet bureau-
cratic legacy and similar fears about the fragility of each of their nation-
states. The leaders of all five Central Asian nations publicly embraced
independence as a form of restored statehood, but in reality all were quite
nervous about what it entailed. Each leader understood that his country was
to some degree a Soviet-era creation. National boundaries did not reflect
natural geographic divides—nor despite recent claims to the contrary—did
they reflect historic patterns of land usage by a group of long-fluid ethnic
communities whose histories and cultures were intertwined. Conquerors
passed through Central Asia from the east and west, redefining gene pools
in their wake and leaving local cultures an amalgam derived from different
sources. It was from this mixed heritage that each of Central Asia’s presidents
set about asserting his country’s national uniqueness.

The first settlers were Indo-Europeans, forebears of the Persian popula-
tion. They were converted to Islam in the seventh century, as a result of Arab
conquest.® Turkish tribes moving westward into this region then came to
dominate it. The Mongols defeated the Turkmen at the time of Chingis
Khan (whom many know as Genghis Khan—a different transliteration of his
name), adding the last major element to the Central Asian precolonial eth-
nic mix.”

Today’s nations began their consolidation in the fifteenth century at the
end of Mongol domination. The Russians who came to the edges of the
region in the seventeenth century never intermarried with the local population
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to the same degree, nor did the indigenous Central Asian peoples seek to
assimilate with them. Both the Uzbek and Kazakh peoples date from that
time; the Kazakhs (like the Kyrgyz) heavily draw from Mongol as well as
Turkic stock.? The Turkmen were largely consolidated during the time of the
Seljuk dynasty, which ruled the area from the middle of the eleventh cen-
tury until they were displaced by the Mongols in the second half of the
twelfth century. The Turkmen (like the Uzbeks) blend Turkic with Indo-
European stock, while the Tajiks are descendants of the early Indo-
Europeans, although they too intermarried with local Turkic groups.

Tsarist Russia gained control of northern Kazakhstan through treaties
signed with the local Kazakh nobility in the first half of the eighteenth cen-
tury and extended its territory southward by conquest in the middle of the
nineteenth century. The conclusion of the Crimean War (1854-56) and the
capture of Imam Shamil of Dagestan opened the way for the victorious Rus-
sians to complete a process that had been started in the 1840s, namely the
reduction of Central Asia and the transformation of its grazing pastures into
wheat farms. The Russians first subdued the Kazakh and Kyrgyz tribesmen
before going on to defeat the Khan of Kokand (1864), the Emir of Bukhara
(1868), and the Khan of Khiva (1873) in modern day Uzbekistan and
Turkmenistan.’

Ethnic identity remained fluid during the colonial period and of no par-
ticular importance. In the Russian Empire, religion was the great divider:
The Russian Orthodox had the greatest economic and political rights, but
the Muslim community had limited rights of self-government, particularly
with regard to questions of family law.

Ethnic identity was formally fixed in the Soviet period. All Soviet citizens
had a nationality, as these ethnic identities were termed, registered on line
five of their internal passports. So, in the end, Joseph Stalin decided who
was who in Central Asia.!? In the 1920s, in somewhat arbitrary fashion, he
carved five Soviet republics out of the Russian colonial acquisitions in Cen-
tral Asia.!* The administrative boundaries of the Soviet republics were mod-
ified many times and were designed to leave large irredentist populations
scattered throughout the region. When independence was granted in 1991,
literally millions of Central Asians lived within the region but outside of
their national republic.

Like most outside observers, Central Asia’s leaders were also fearful that
these national boundaries would prove unstable. They worried that multi-
ple claims to certain territories would lead what they believed were
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inherently fractious populations to take up arms. In fact, however, there has
been virtually no interethnic fighting in Central Asia since the collapse of the
Soviet Union. Even the competition between the Uzbeks and the Tajiks, who
have rival claims to the lands of the former Bukharan Emirate (and its main
cities of Samarkand and Bukhara, which are both within Uzbekistan), has
been handled relatively well by both sides.

The long-term risk of contflict remains, however. Emblematic of this pos-
sible risk, the Tajiks erected a monument to Ismail Samani, the founder of
the Samanid dynasty, in downtown Dushanbe and placed a picture of his
mausoleum on the one-hundred-somoni bill of their national currency.!2
The problem is that Samani is also a national hero in Uzbekistan, and his
mausoleum is the oldest mosque in Bukhara. But there is little evidence to
suggest that any sort of direct confrontation is at all imminent. Quite the
opposite is true. There has been a strong sense of kinship across national
lines, which has helped Central Asia’s leaders dampen the interethnic rival-
ries stirred up by the dissolution of the Soviet empire and the competition
for scarce resources, in striking contrast to the Caucasus region.

The civil war in Tajikistan did not become an ethnic conflict despite the
fact that it was fought on regional grounds.!> Moreover, fighting between
Uzbeks and Kyrgyz in southern Kyrgyzstan in 1990 was successfully con-
tained, as were smaller clashes between Tajiks and Kyrgyz over water rights
in 1989.1*

For all the talk by Central Asia’s leaders of the bellicosity of their peoples,
the region has experienced mostly peaceful competition during the early
years of independence.

Lurking Nontraditional Security Threats

Risk of Water Shortages

Despite this relative calm, however, the roots of conflict caused by scarcity
of resources lie deep. For thousands of years, there has been competition
between farmers living in the oasis communities, located between the Syr
Darya and Amu Darya rivers in present-day Uzbekistan, and the pastoral
nomads who lived in the mountains and steppe lands just beyond in
Kazakhstan and Kyrgyzstan.
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Much of this competition was over water, and the age-old problem of
managing Central Asia’s limited water supply took on new significance in
the aftermath of independence. Most of the region’s water comes from the
Aral Sea Basin.!> Now, instead of nomads and farmers vying for control,
upstream and downstream users must work out their conflicting interests.

The region’s ecosystem was already under stress for more than a decade
before independence. The Aral Sea itself was declared dead in the early
1990s, shrinking dramatically in size and unable to support life. It was
destroyed by decades of abusive Soviet agricultural practices, which empha-
sized high cotton yields of up to three cuttings annually. These yields were
obtained through the use of large amounts of fertilizer, which depleted and
contaminated Central Asia’s water system, leaving vast areas of the region
without safe drinking water.!°

Although independence raised the prospect of greater international
engagement on these problems, assistance for remediation came with what
most in the region felt was an unacceptable price. The Central Asian states
wanted help in purifying contaminated water supplies, but they did not
want to be told how to allocate water among themselves or be pressed into
developmental solutions that substantially changed water usage patterns.

The Central Asian states still depend on a modified version of the Soviet-
era water management system, which was designed to meet the needs of
downstream users (Uzbekistan and Turkmenistan), not upstream providers
(Tajikistan and Kyrgyzstan), who are interested in diverting large quantities
of water to produce more hydroelectric power. The Kyrgyz have begun gen-
erating more hydroelectric power since independence—much less than they
want, but enough to increase seasonal flooding in Uzbekistan and
Kazakhstan.

Water for agriculture is also in greater demand since independence
because all five countries went through a process of deindustrialization
when Soviet-era interrepublic economic linkages were severed. Industrial
productivity dropped by about fifty percent in each of the countries of the
region over the period from 1990 to 1998.Y

As a result, many people in all five countries went into subsistence agri-
culture. Some of this was spontaneous, but there was also a conscious effort
made in each of the countries to use local produce to provide more of the
population’s food needs. At the same time, the region’s major cotton pro-
ducers tried to keep cotton yields high because it was a major source of
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export earnings. The amount of irrigated land in Central Asia increased by
seven percent between 1995 and 2000.'

All the region’s leaders recognized that water usage patterns created a
potential security risk, but they understood the problem through the prism
of their own national interests. It is a textbook case of a problem of the com-
mons, the economic term that refers to the absence of any automatic mech-
anism or incentive to prevent the overuse and depletion of the commonly
held resource: Each leader tried to increase agricultural yields and thought
little of the consequences of depleting water supplies needed by other states.

Threat Posed by Extremist Ideologies

Central Asia’s leaders also showed the same lack of concern for what might
be the fallout across the border in the way that they handled other poten-
tial security risks. This was especially true of the risk posed to each of these
states by radical or extremist Islamic groups. Some leaders responded by
largely closing off their borders; others tried to bury their head in the sand
and ignore groups that they could not control, regardless of the danger they
posed to their populations.

The risk posed by Islamic extremist groups has varied quite dramati-
cally from state to state, in large part because the Islamic revival has followed
quite a different course for the region’s long-urbanized Uzbeks and Tajiks
than it has for the formerly nomadic Kazakhs, Kyrgyz, and Turkmen. Since
the decline of communism, the practice of Islam has been revived every-
where, but radical Islam has made the greatest inroads where traditions of
Islamic learning were strongest—that is, in the old oasis cities in what then
was known as Mawarannahr.

The formal relationship between Islam and the state is quite similar
throughout Central Asia. Travel abroad has become much easier for Central
Asia’s believers; pilgrimage to Mecca is now an attainable goal, and Muslim
missionaries have also reached out to Central Asia. But although contact
with the Umma (the broader Muslim community) has increased, each of the
states has put the Islamic hierarchy under state control in much the same
fashion that the Soviets did.

The single Soviet-era bureaucracy that once sought to manage relations
between believers and the broader Islamic community in all of the Central
Asian republics was divided into five separate national agencies after inde-
pendence. Each Muslim administration, generally formed around a state
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committee on religion subordinated to the Council of Ministers, was given
the task of appointing the country’s leading clerics and licensing the prin-
cipal mosques and all religious schools.!?

Many in Central Asia resent the state’s continued control of their spiritual
worlds. This is particularly true of members of Central Asia’s radical Islamic
groups, who see themselves as part of a transnational ideological force that
pays little attention to national boundaries and that should not be account-
able to secular rulers. Some, such as members of the Islamic Movement of
Uzbekistan (IMU), which developed out of local radical Muslim vigilante
groups in the Ferghana Valley in the mid-1990s, believe this situation must
be remedied through force. But Central Asia’s leaders find the region’s pur-
portedly nonviolent radical Islamic groups equally as threatening. The largest
of these is the Hizb ut-Tahrir al-Islami, or the Islamic Party of Liberation,
which was founded in Jerusalem in 1953 by Taqiuddin al Nabhani to unite
the Islamic community in a new Caliphate and to promote the Islamic way
of life. It became active in the region in the mid-1990s, and its influence grew
at the end of the decade. Although Hizb ut-Tahrir’s roots in the region are
among the Uzbek population, it now has members in all five countries. 2

There was frequent talk of cooperation in fighting these groups during
the first decade of independence, but it rarely led to concerted actions. After
the bombings in Tashkent in February 1999, attributed to IMU-atfiliated
extremists, intelligence sharing between the Central Asian states—and with
Russia—increased, particularly information on the membership of radical
Islamic groups and the whereabouts of key members. Uzbekistan was a
strong influence in this regard, pressing hard on the Kyrgyz to extradite
Uzbek members of the IMU or Hizb ut-Tahrir found seeking refuge in
mountainous Kyrgyz territory, and some of those wanted by the Uzbek
authorities were even kidnapped by members of Uzbek state security forces.

Cooperation between the lower levels of neighboring national security
organizations went against the existing bureaucratic ethos. In the strong
presidential systems characteristic in Central Asia, the atmosphere set at
the top is pervasive. Cross-border cooperation on narcotics interdiction
brought with it the risk that evidence of collusion by senior officials might
be uncovered, since drugs are seen as a funding source for radical groups.
As a result, state security officers generally preferred to mind their own
business. In the most repressive of these states, Turkmenistan, to give even
the slightest appearance of disagreeing with one’s superior was to put one’s
political future, and possibly even one life, at risk.
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Five Unique States

When the Soviet Union first broke up, it made good sense to think of the
Central Asian region as a coherent whole, with a single set of problems that
might be addressed through a coordinated and integrated single response.
Within a decade it was already clear that this was no longer the case.
Kazakhstan, Turkmenistan, Kyrgyzstan, Tajikistan, and Uzbekistan were all
evolving in different ways, each acquiring a distinct identity, and a unique
style of decision making.

Kazakhstan: Unfulfilled Promise

In many ways, Kazakhstan is the most puzzling of the Central Asian
republics, because economic growth seemed to provide little incentive for
political reform; in fact, the opposite was occurring. Sparked in large part
by the promise of its energy sector, Kazakhstan was receiving massive
amounts of foreign investment, but legal protections for foreign investors
and Kazakh property owners remain inadequate. By the late 1990s,
Kazakhstan’s strong presidential system had begun to rapidly overwhelm
independent political institutions, although President Nursultan Nazarbayev
did not behave as autocratically as his Uzbek or Turkmen counterparts.

For most of Soviet history, events in Kazakhstan unfolded in ways that
were more similar to those of Russia than elsewhere in Central Asia. In fact,
in Soviet times, these five republics were referred to as Middle Asia and
Kazakhstan (Srednyaya Azia i Kazakhstan), rather than called by a single
collective term. Northern and central Kazakhstan were linked to southern
Siberia for economic planning purposes, and political events in Russia often
had a more rapid resonance here than in neighboring states. Kazakhstan was
the most international of the Soviet republics, with the region’s largest
Russian population and large concentrations of ethnic Germans, Ukrainians,
Uzbeks, and Tatars.?! Soviet resettlement policies left ethnic Russians out-
numbering ethnic Kazakhs for most of the post~-World War 11 period.??
Ethnic Russians began leaving Kazakhstan in the late 1980s, when legisla-
tion was passed that dramatically expanded the role of the Kazakh language
in public life. The pace of exit increased after independence, and over 1.5
million Russians left the country in its first decade of existence.??

The mines, refineries, and factories of northern Kazakhstan were critical
to the Soviet Union’s industrial output, but these industries virtually ground
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to a halt when the interrepublic linkages of the Soviet republics were bro-
ken in the early 1990s. Northern Kazakhstan was also fully dependent on
oil and electricity supplied by Russia, and Kazakhstan accumulated hun-
dreds of millions of dollars of interstate debt trying to keep its factories
running and municipal utility services functioning—debt that is still being
discharged through the transfer of shares in Kazakh enterprises to designees
of the Russian government.

Even though its debt was crippling for the first few years, Kazakhstan has
had the easiest economic transition in the Central Asian region, partly
because of its vast natural resources and partly because of its human poten-
tial.?* Still, it has not always been easy for the Kazakhs; their economy suf-
fered through a period of sharp economic decline in the early and
mid-1990s, and the collapse was most noticeable in the defense-related
sectors. Agriculture also went through a period of decline, and by the mid-
1990s animal husbandry was in near free-fall, as the population of cattle
decreased by more than 50 percent.?

The Kazakh economy nevertheless began to display strong growth in the
late 1990s, fueled in large part by high oil prices. These also helped
Kazakhstan withstand the aftershocks of Russia’s 1998 financial meltdown.
Kazakhstan also benefited from the rigorous macroeconomic reforms begun
in the mid-1990s, including the introduction of freely convertible currency,
the development of the most modern banking sector in the region, and the
launching of a small but functioning Western-style stock exchange.?®
Kazakhstan partially reformed its tax structure, introduced a professional tax
collection service, and cut tax rates to 30 percent for corporate income and
to between 5 and 40 percent for personal income.

The Kazakh government also reorganized the pension system to enable
Kazakh citizens to choose whether to invest their money in state or private
funds. In addition, it began the complete overhaul of both the health-care
and education systems, but the implementation process was far from uni-
form, leaving many poorer regions (where the local tax base is weak) virtu-
ally bereft of services and with few opportunities for employment for their
populations.

The government also created a new national capital in 1997, Astana (for-
merly Aqmola—the word Astana literally means “capital” in Kazakh), and
promoted ambitious plans for creating new highways and rail links between
the country’s principal cities, which thanks to Soviet centralization were
connected to hubs in Russia, not to each other. But these projects are moving
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forward very slowly, hampered by corruption in the implementation process
and the diversion of billions of dollars from transport to construction pro-
jects in the nation’s new capital. The government had to expend a lot of
diplomatic pressure to get foreign embassies to promise to relocate there,
and is having an even harder time getting foreign firms to promise to move
their headquarters from Almaty.?’

Most of Kazakhstan’s hopes for the future rest with the development of
its oil fields, which are likely to make Kazakhstan the fifth largest oil pro-
ducer in the world. Its oil reserves are estimated to be in the range of 5.4 bil-
lion to 17.6 billion barrels, and some optimistic estimates are even twice
that.28 Between 1991 and 2001, Kazakhstan received over $14 billion in
FDI, most of it in the oil and gas sector. As this money was largely for the
start-up phase of Kazakhstan’s major projects, Kazakhstan was virtually
guaranteed substantially more foreign investment in the next two decades.

The Kazakh government estimates that its natural resources have a total
potential value of $8.7 trillion, with hydrocarbon holdings in the same
league as Saudia Arabia, Russia, and Iraq. Kazakhstan has three giant oil and
gas fields: Tengiz, Karachaganak, and Kashagan, all three of which have
produced money for the state treasury, either from production revenue or
large signing bonuses from the firms given exploitation rights.

The Tengiz field, with an estimated 6 billion to 9 billion barrels of recov-
erable oil reserves, is being developed by the TengizChevroil joint venture.
Chevron-Texaco owns 50 percent of this project, ExxonMobil owns 25 per-
cent, KazMunayGaz, the Kazakhstan state energy firm, owns 20 percent,
and LUKArco, a partnership between Russia’s LUKoil and BP, owns 5 per-
cent.?? Production from this field began in 1993 but was slowed by diffi-
culties in negotiating terms for the Caspian Pipeline Consortium (CPC)
pipeline across Kazakhstan to Novorossiisk in Russia.*®

Chevron’s problems in negotiating with Transneft, Russia’s pipeline
monopoly, were factors that led the U.S. government to push for alternative
routes for Caspian oil. First the Clinton administration and then the Bush
administration pressed the Kazakhs to market the output from the Kashagan
field through the Baku-Tbilisi-Ceyhan pipeline (which goes from
Azerbaijan, across Georgia, then to Turkey).

Like Tengiz on the Caspian coast, Karachaganak is an inland field. Near
the Russian border due north of the Caspian, it sits atop proven oil reserves
of 2.2 billion barrels and 500 billion cubic meters of natural gas. Forty per-
cent of the country’s natural gas reserves are located in that one field. In
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1997, an international consortium including Chevron-Texaco signed a
$7-$8 billion final production sharing agreement to develop the field for
forty years, with a planned investment of $4 billion by 2006.%'

The country’s third main field lies deep beneath the Caspian at the off-
shore Kashagan site. It could contain up to 40 billion barrels of oil, three
times more than Tengiz, but only about one-quarter of that potential is
thought to be recoverable. Kashagan, which is likely to be the largest oil dis-
covery in the past forty years, has two U.S. firms in the Agip KCO consor-
tium that operates the site: ExxonMobil with a 16.67 percent stake and
ConocoPhillips with 8.33 percent.

It was initially estimated that the Kashagan field would take at least $12
billion to develop. Exploitation of this project was initially set to begin in
2005 but was subsequently delayed, and project cost estimates were
increased as well. Because of the slow timetable for development, the
Kazakh government sold off its initial stake in the aftermath of the 1998
Russian financial crisis to raise capital in the form of signing bonuses to meet
government pension and salary arrears.

Kazakhstan has several other significant gas-producing areas on land.
The primary oil and gas deposits include the Tengiz, Zhanazhol, and Uri-
tau fields, Aktobe in the north, and Kumkol in the Kzyl-Orda region. Unde-
veloped offshore areas are believed to hold large amounts of natural gas but
due to poor pipeline infrastructure linking the natural gas fields in the west-
ern part of the country to consumers in the southern part of the country,
Kazakhstan still imports natural gas to meet domestic demand.

Much could still happen to derail or delay the plans for development of
fossil fuel resources in this landlocked state, but the real challenge for
Kazakhstan will be to manage its oil revenues in a way that benefits the
country’s population more generally. To this end, with World Bank and IMF
advice, the Kazakhs created a national oil fund in 2001, a savings account
for oil revenues. It is based on Norway’s model and funds are regularly
deposited. These sums, however, still represent a relatively small portion of
the national budget, and its ultimate success will require a degree of eco-
nomic transparency currently absent from the country’s oil industry.

Foreigners frequently complain of their treatment by the government or
private contractors. Since the first days of independence, they, like the
Kazakhs, regularly faced situations in which they had to pay protection
money in one form or another. Failure to do so made it all but impossible
to run their businesses successfully, because the courts in the early days,
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even more than today, were rarely a successful agent of impartial arbi-
tration.

The pattern of corruption reached to the highest levels of government,
including President Nazarbayev and his family. Since 1999, stories have cir-
culated of the Nazarbayevs’ offshore holdings and bribes successtully solicited
from leading Western oil companies. Most of these stories centered around
James Giffen, an American citizen and president of the Mercator Corporation,
a firm specializing in clinching oil and gas deals on behalf of the Nazarbayev
government. Mercator negotiated with Amoco and Texaco the terms under
which they could buy the right to participate in the Tengiz and Karachaganak
projects, respectively. Mercator was accused of transferring some of these pay-
ments it received as a broker in these projects to the personal accounts of the
president and other senior Kazakh officials as kickbacks—charges that were
eventually sustained in 2004 in grand jury proceedings in New York City.??

Nazarbayev has never admitted to any wrongdoing. But many close to him
say he was led astray by Giffen, who convinced him that lining one’s own
pockets is accepted practice among world leaders. The truth of who encour-
aged whom is unlikely to come to light, but the corrupt practices attributed to
Nazarbayev and his family are very consistent with his egocentric ruling style.

Like Soviet party bosses before him, Nursultan Nazarbayev has demon-
strated an unwillingness to leave the political scene during his lifetime. He
has gone even one step further, moving to set up a political dynasty, either
around his oldest daughter, Dariga—founder of a major political party, Asar,
or All Together—and her husband, Rakhat Aliyev, or his son-in-law, Timur
Kulibayev, who is married to his younger daughter, Dinara, and held a key
position in Kazakhstan’ oil and gas industry.

With each passing year Nazarbayev seems more determined to make his
political mark a permanent one. Nazarbayev has been unwilling to face
serious competition in his two formal presidential bids in 1991 and 1999
even though, as the country’s most popular politician by far, he probably
could have handily defeated any political opponent in a fair fight.

In the 1991 election he faced only token opposition. He then opted out
of reelection entirely in 1995, extending his four-year term through a ref-
erendum. Constitutional changes in 1998 extended the presidential term to
seven years, removed restrictions against his seeking further terms in office,
and awarded Nazarbayev extensive political privileges in retirement, includ-
ing immunity from prosecution.
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Nazarbayev successfully ran for reelection in 1999, but only after his
major political rival, Akezhan Kazhegeldin, the country’s prime minister
from 1994 to 1997, was barred from running, ostensibly due to his crimi-
nal record, which he gained by holding an unsanctioned meeting to launch
his political party, the Republican People’s Party. Kazhegeldin fled the coun-
try for exile in Europe and the U.S. in 1998—and was regularly threatened
with extradition to face charges back home in Kazakhstan. The Kazakhs
even issued a warrant for his arrest, which was successfully, albeit briefly,
discharged in Italy in July 2000. He was detained at Rome’s main Fiumicino
airport, kept for two days, and freed only after intervention by ltaly’s Justice
Ministry.

One effort by the Nazarbayev government to get at Kazhegeldin seri-
ously backfired and shows the international financial ignorance of
Nazarbayev’s close confidantes. In 1999 the Kazakh government formally
asked the Government of Switzerland to locate bank accounts of the former
prime minister, alleging they contained assets embezzled from the state.
But of course Nazarbayev knew that there were accounts in his own name
in Switzerland as well as those in the name of Kazhegeldin’s successor, Prime
Minister Nurlan Balgimbayev. The search for Kazhegeldin’s accounts turned
up their own much larger accounts as well, and Swiss investigators reported
their findings to the U.S. Department of Justice. This sparked an investiga-
tion into the source of such money and led to the embarrassing scandal
involving Giffen and the ingratiating behavior of certain U.S. oil companies
in Kazakhstan.

The Giffen scandal got wider public attention in the United States than
it did in Kazakhstan, because by the time this scandal broke in 2002,
Kazakhstan’s media and its parliament had both been rendered less inde-
pendent than they had been a decade earlier.

The last Kazakh parliament elected in the Soviet era was disbanded in
1993, almost immediately after Boris Yeltsin forcibly eliminated the Russian
Federation’s communist-era parliament. But unlike their fractious colleagues
in Russia, the Kazakh legislators were a peaceable bunch and were merely
seeking to use parliament as a forum for political debate.

The first postindependence constitution was drawn up before elections in
1994. It established a strong presidential system, with limited enumerated
powers for the parliament. The parliament chosen in accordance with this
constitution served only a year of its five-year term and was disbanded in
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1995 on a legal technicality.*> Most Western observers offered only limited
objection to this, because both President Nazarbayev and Prime Minister
Kazhegeldin argued strongly that the parliament was a brake on macroeco-
nomic reforms, which the leadership subsequently enacted through presi-
dential decree.

The legislators serving in Kazakhstan’s first two parliaments regularly
debated legislation with vigor and sometimes even forced their will on a
reluctant president. Constitutional changes introduced in 1995 virtually
ensured that this would no longer be the case. Kazakhstan’s unicameral leg-
islature was replaced by a much weaker bicameral legislature, with an upper
house consisting of senators largely handpicked by the president and a lower
house with sharply restricted authority>* Even so, the parliamentary elections
of 1999 were also conducted in a fashion that failed to meet international
standards of fairness.

Political opposition became increasingly more dangerous in Kazakhstan.
Nazarbayev’s family members began gaining control of key media outlets
that had been privatized, while truly independent journalists were subject
to official and unofficial harassment. Reporters were beaten up in numbers
sufficient to make official attributions of the incidents to random street
crime seem highly implausible, and editorial offices were destroyed in inex-
plicable fires. For example, a decapitated dog was displayed outside the
Respublika newspaper offices with a warning to editor Irina Petrushova,
who had pursued the story that Nazarbayev had stashed $1 billion in state
oil revenue in Swiss banks, that “there will be no next time.”

Well before the war on terror, neither the Clinton nor the Bush adminis-
trations seemed to know how to respond to the deteriorating political climate
in Kazakhstan and the growing controversies surrounding Kazakhstan’s first
president. U.S. policy emphasized improving the conditions of investment in
Kazakhstan, especially the oil and gas sector. For the most part, U.S. author-
ities were not overly distressed by the political developments in Kazakhstan,
and there was little evidence of reflection by U.S. policy makers on what
long-term problems might eventually plague that nation as a result of its
government’ actions. Kazakhstan came closest to being a success story in the
region, and there seemed no reason to antagonize the Nazarbayev regime,
especially since it had yet to commit to send its oil from the offshore
Kashagan field along the U.S.- supported Baku-Thilisi-Ceyhan route, bypass-
ing Russia and Iran.
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Turkmenistan: Dreams Unrealized

If policy makers in Washington believed that the Kazakhs were managing
their resources better than expected and reasonably well, the exact opposite
judgment was being made about Turkmenistan, Central Asia’s other fossil-
fuel-rich state. With proven natural gas reserves of approximately 101 tril-
lion cubic feet, Turkmenistan is second to Russia among the post-Soviet
states in the size of its gas reserves. In addition, Turkmenistan has 1.4 bil-
lion barrels in proven oil reserves, with possible additional reserves (mainly
in the western part of the country and in undeveloped offshore areas in the
Caspian Sea).’> But nowhere had there been a greater contrast between
promise at the beginning of independence and achievement a decade later,
and nowhere has it been more difficult for Westerners to do business.

Former U.S. secretary of state Alexander Haig was hired by the Turkmen
government in 1993 to lobby Washington for increased U.S. investment in
Turkmenistan and to soften the position on pipelines through Iran, where he
worked up some enthusiasm among potential investors.*® But in the course
of the 1990s, Western plans for development of Turkmenistan’s oil and gas
reserves were put on hold.?” Turkmen promises of long paid vacations for the
population went unfulfilled, and most who were familiar with the situation in
the country (in urban as well as rural areas) reported a steady impoverishment
of the population that belied official statistics. Just how badly the Turkmen
economy deteriorated in the first decade of independence is hard to know,
given that the country has been all but closed to Western financial institutions
and all published economic statistics are suspect.

Most troubling was the drop in gas production that Turkmenistan regis-
tered from 1994 on, declining from the Soviet-era figure of 81.9 billion
cubic meters in 1990 to a low of 13.3 billion cubic meters in 1998.38 Cot-
ton production also fell, most notably between 1993 and 1996. Gas is a
more problematic commodity to develop than oil, as it is completely depen-
dent on the availability of a readily accessible market. Landlocked
Turkmenistan’s geographic isolation has been a serious handicap in this
regard. The two easiest routes to market are through Iran or Russia, both of
which are competing gas producers with large reserves that can be used to
capture markets through discount volume pricing.

The Iranians tried to ingratiate themselves with the Turkmen, whereas the
leading figures in Russia’s gas industry considered the Turkmen assets to be
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theirs, because of large Soviet-era investments that these very people had
supervised to develop Turkmen reserves. So Russia’s Gazprom and its spin-
off companies pursued aggressive tactics to assert control of Turkmen gas,
much more so than they applied in either Kazakhstan or Uzbekistan, where
supplies were smaller or less readily accessible.

Moscow wanted to feed Turkmen gas into the Russian pipeline system at
a low price and sell it to Russia’s deadbeat customers within the Common-
wealth of Independent States (CIS), leaving Russia’s partly state-owned
Gazprom in full control of the more lucrative European market. Since 1994,
the Russians and the Turkmen have had great difficulty reaching agreement
over both price and form of payment for Turkmen gas, and at several points,
the Turkmen simply withheld their gas from the market for long periods of
time rather than take the heavy compromises Russia was proposing.*

The only way that the Turkmen could ship to market bypassing all com-
petitors was to try to ship through Afghanistan, a prospect that interested
the Turkmen government from the early days of independence. The idea was
to ship gas from the country’s giant Dauletabad field in southeastern
Turkmenistan, estimated to have reserves of 45 trillion cubic feet, large
enough to warrant a proposed investment of over $2 billion for an export
pipeline. First the Turkmen government struck a deal with the Argentine
firm of Bridas, only to back away from the agreement, shifting in favor of a
pipeline proposal from California-based Unocal, which signed an agree-
ment with the Turkmen government in October 1994 to market gas from
this field through an international pipeline consortium that included Delta
Oil, a Saudi firm that boasted a good working relationship with the various
factions vying for control in Afghanistan.

The consortium promised to market Dauletabad gas through a pipeline
that went through Afghanistan to markets in Pakistan and, hopefully,
India.*® There was also a proposal to build an oil pipeline through
Kazakhstan and Uzbekistan, into Afghanistan, and out to open seas in Pak-
istan. But the Turkmen government knew that it would be impossible to get
international financing for such a pipeline unless there was peace in
Afghanistan, and they believed that the Taliban clerics offered the best
chance of a rapid restoration of order. Although the Turkmen government
never provided de jure recognition, they did allow Turkmen officials to for-
mally champion the Taliban cause, and Foreign Minister Boris
Shikhmuradov came to Washington in 1996 to press the Clinton admin-
istration to recognize the Taliban regime.
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There was very limited payoff for the Turkmen policy, which among
other things further distanced the government in Ashgabat from its coun-
terparts in the rest of Central Asia. Worn out by waiting for a seemingly end-
less civil war in Afghanistan to conclude, and unwilling to do business with
the Taliban regime, Unocal walked away from the pipeline projects in
1998.*! Difficulties in doing business in Turkmenistan played some role in
the decision as well, as the Turkmen government had unrealistic expecta-
tions of the value of their project, given that it held the rights to the
Dauletabad field, not Unocal, and the rights to the export pipeline itself were
disputed.*? Other investors have also privately confided their relief at being
out of the country.

In 2001, as now, Turkmenistan was almost wholly lacking a legal infra-
structure. Its large multitiered administration was often assigned conflicting
responsibilities, which ensured bureaucratic deadlock as all appointees tried
to clear all actions with the country’s president. And Niyazov had very
strong opinions as to how things should be done, including what priority
should be accorded to various forms of tribute to him, both public and pri-
vate. The former is easier to document than the latter, because by the mid-
1990s Niyazov had committed his government to spend billions of dollars
in rebuilding the main avenues of Ashgabat. Public and private palaces were
erected, and at one point government ministers were each allowed to build
a small palace-style hotel whose proceeds were theirs to keep. Some of the
money came from public sources, and some from extortion, which was
used to line pockets as well as to fund officially sponsored projects. An
unspecified amount of illegally obtained income is rumored to have come
from the drug trade.**> Much of it also came from successful arm-twisting of
potential foreign investors.

On small investment projects, foreigners had to deal with the gatekeep-
ers designated by the president (who have included some prominent Turk-
ish and Israeli businesspeople). But on large projects, virtually all the
decisions must be made during face-to-face consultations with President
Niyazov, who is blunt about the cost of doing business with him.**

Niyazov, who dubbed himself Turkmenbashi (head Turkmen) the Great,
has created a cult of personality that outstrips that of Stalin in its extremes.
Over the first decade of statehood, Niyazov went from being an average
Soviet-apparatchik-turned-president to become an omnipresent figure in
Turkmenistan. Declared president for life in 1999, his face is everywhere,
appearing on everything from yogurt containers to the national currency. A
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rotating gold-plated statue of the president, shown on the cover of this
book, dominates the skyline of the capital city of Ashgabat. For several
years his picture has been beamed instead of a logo in the corner of all the
national television stations, regardless of what is being broadcast.

Like Stalin, Niyazov has periodically admonished the sycophants he
appointed to serve in key state posts for their excessive enthusiasm in the
honors bestowed on the president. But in reality, no criticism of Niyazov is
possible in private. It is not simply bad judgment to criticize the leader, true
anywhere in Central Asia, but an instant way to stunt a career. In Uzbekistan,
too, prudence dictates silence in most settings where President Karimov is
present. But Uzbek officials have admitted in private that Karimov has been
occasionally guilty of bad judgment, something that no civil servant in
Turkmenistan has dared do since the early 1990s.

Any public disapproval of the president has been impossible in
Turkmenistan. The development of independent media was thwarted from
the outset, as was the development of informal or formal independent polit-
ical organizations. Those who sought to create them were subject to arbi-
trary arrest, as were the human rights activists who tried to monitor the
government’s treatment of its critics.®

To criticize Niyazov is to criticize the foundation of the Turkmen state. He
casts himself not as a mere president, but as the nation’s spiritual leader, and
for a time Niyazov even floated a rumor that he was immortal, like a
prophet. He dropped the claim when some of Turkmenistan’s Muslim neigh-
bors objected to this as blasphemous. Yet at an international conference in
1997 the author of this book was attacked by a vice minister from
Turkmenistan for having said that each of the region’s presidents would
someday die and have to be replaced.

Though certainly mortal, Niyazov is also supremely self-confident, and
since the mid-1990s his actions have been predicated on a belief that he is
capable of reshaping how the international system functioned, or at least
with regard to newly independent states such as his own. It was for this rea-
son that Turkmenistan has pursued a Niyazov-inspired doctrine of “positive
neutrality” since 1995, opting for nonengagement in most of the regional
and superregional initiatives, but never explaining that certain aspects of his
behavior bar Turkmenistan from joining some organizations and not others.

Working around the confines of this inadequately articulated policy was
quite frustrating for U.S. policy makers. Adherence to positive neutrality
seems to have fueled Niyazov’s refusal to commit its gas to a U.S.-backed
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Trans-Caspian Pipeline, to run under the sea and join up with the proposed
Baku-Thbilisi-Ceyhan pipeline system. Supporting the U.S. project, how-
ever, would have helped give Niyazov the improved access to markets that
the Turkmen president was so desperate to obtain, which is why the Turk-
men leader’s behavior seemed so incomprehensible to U.S. leaders.

Kyrgyzstan: Western Planning Gone Awry

The leaders of the richer states in the region may have felt comfortable dis-
tancing themselves from Western advice and financial counsel, or in the case
of Kazakhstan, erecting large filters for determining what advice would or
would not be tolerated. Those running Central Asia’s poorer states, however,
did not always believe that they had the same luxury.

Kyrgyzstan was a case in point. In the first several years of independence
at least, the country’s president, Askar Akayev, embraced the causes of eco-
nomic and political reform with seemingly genuine enthusiasm, vowing that
Kyrgyzstan would become the Switzerland of Central Asia—a financial cen-
ter, a transport hub, and a popular destination for international tourists.
Cynically, it can be argued that Akayev was probably turning necessity into
advantage, as he sought to distinguish his country and its leadership from
that of the other states of the region. Lacking the wealth of many of its neigh-
bors, Kyrgyzstan had little more than the personality of its president to serve
as a magnet for attracting Western investments, loans, or grants in aid.

Loans and grants proved easier to attract than investment. The interna-
tional development community rushed in with long-term credit and aid
when Kyrgyzstan agreed to be the first state in the region to engage in a
macroeconomic reform program. In May 1993 Kyrgyzstan was the first in
Central Asia to introduce a national currency with the support of an IMF
macrostabilization program. The Kyrgyz government also introduced a lib-
eral trade regime and in 2000 was the first of the post-Soviet states (exclud-
ing the Baltic nations) to enter the World Trade Organization.

For the Kyrgyz, there was little benefit to be gained from a protectionist
policy. Absent a regional market, they had few prospects for foreign invest-
ment in the manufacturing sector, and this held true for both food pro-
cessing and textiles, sectors that were partially developed in the republic
during the Soviet period. Although Kyrgyzstan’s trade policy was econom-
ically sound, they couldn't get support for it from their neighbors. Neither
the Uzbeks nor the Kazakhs were interested in opening their markets to
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Kyrgyz goods, which had a devastating effect on the tiny economy of
Kyrgyzstan and further cut off the Kyrgyz from easy access to the larger, tra-
ditional market of Russia.*®

As a result, over the course of the first decade of existence, Kyrgyzstan
went from a country that the international development community felt was
a promising service center and regional hub to a place that the donor com-
munity used for experimenting with poverty-alleviation strategies, which
were necessitated in part because of Kyrgyzstan’s large international debit.

From 1995 to 2001 the Kyrgyz government borrowed $1.4 billion. By
June 2001 the annual cost of debt relief was 130 percent of the national
GDP, making Kyrgyzstan a prime candidate for debt relief. * Kyrgyzstan
only attracted $382.1 million in FDI.*® Moreover, much of the FDI went into
a single project, the gold mine, Kumtor, a joint venture with Canada’s
Cameco. The Kumtor Gold Company was established in 1992 to develop
the Kumtor mine, which had estimated reserves of 9.3 million ounces of
gold. The project, which went into production in 1997, was quite contro-
versial in Kyrgyzstan, because critics argued it benefited the investor at the
expense of the government. In the early years there were allegations that
Akayev family members were benefiting from the international sale of the
project’s gold.*® Later, Kumtor was sharply criticized following a cyanide
spill into Lake Issyk Kul.>®

The Kumtor project made Kyrgyzstan’s economy appear more robust
than it actually was. For example, Kyrgyzstan’s industrial output grew 6
percent in the first half of 2001, but when companies developing the Kum-
tor gold field were factored out, industrial output actually fell 5.4 percent
during the period.’! In much of the country, agriculture went into decline,
and the size of the Kyrgyz cattle herd fell precipitously in the 1990s.>2 By
late 2001 the Kyrgyz economy had bottomed out. Pockets of new economic
activity could be spotted in the capital of Bishkek and even in some villages
and towns, but most Kyrgyz were living in more dire straits than in the pre-
vious decade.

As a result, opposition to President Akayev was growing. Akayev’s open
support of Boris Yeltsin in August 1991 (at the time of the failed Commu-
nist Party coup) was seen as a daring act in the Kyrgyz political environment.
But by the mid-1990s the country’s political elite had accepted the idea that
the country would make the region’s speediest transition to a democratic
political system. And this made many angry with their president when he
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sponsored—or, if not, certainly tolerated—policies that limited the range of
acceptable political activity in the country.

Many of the country’s independent media outlets were fined or even
closed in the second half of the 1990s, in some cases precisely because they
made allegations of presidential corruption. The editor of Respublika, Zamira
Sydykova, the country’s best known independent journalist, served twelve
months in a woman’s penal colony after having been found guilty of libel-
ing the president in 1997.°°

Nevertheless, Akayev remained the most willing of the region’s leaders to
subject himself to his country’s electorate. Akayev ran in contested elec-
tions for the presidency three times, in 1991, 1995, and 2000.°* Kyrgyzstan
was the only country in the region to hold presidential elections in 1995
when Akayev’s counterparts in other Central Asian countries extended their
terms through referendum.

Washington’s expression of displeasure played a major role in helping
Akayev make up his mind to hold the 1995 election, but by the late 1990s
political pressure from the United States was less frequently employed and
less effective. In fact, the United States sat quietly by while a way was found
for Akayev to run for a third term in 1998. This was accomplished through
a ruling of the constitutional court that the two-term rule of the Kyrgyz con-
stitution did not apply to the president, because his first term in office began
before independence.

The country’s first postindependence constitution, adopted in 1993,
established a parliamentary-presidential republic, but this was modified by
referendum in October 1994, which established a two-house legislature
with sharply curtailed powers to replace the Soviet-era unitary body. As in
Kazakhstan, the intent was to make the legislature more malleable and
increase the strength of the president and his administration. Even after
these changes, Kyrgyz parliamentary elections held in 2000 still fell short of
accepted international standards, because the government remained fearful
that it would not be able to control a freely elected popular body.”>

The conduct of the 2000 Kyrgyz presidential election was even more
troubling and was criticized by the Organization for Security and Cooper-
ation in Europe (OSCE) for failing to meet international standards.”® The
campaign was flawed well before the balloting; several candidates were
eliminated because they failed to pass a behind-closed-doors exam in
Kyrgyz, including some who were trained philologists.>’
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Most celebrated was the case of Feliks Kulov, the leader of the opposition
Ar-Namys (Dignity) Party. Kulov had been dubbed “the People’s General” for
his behavior while commandant of Frunze (as the capital city of Bishkek was
known during the Soviet era) at the time of the civil unrest of 1990. The
charismatic Kulov was the only politician whose popularity came close to
that of Akayev during the 1990s.

After independence Kulov went on to serve as vice president of
Kyrgyzstan, head of Chui province, minister of national security, and mayor
of the capital city of Bishkek, a post from which he resigned to create Ar-
Namys. Kulov was arrested in March 2000 and accused of abuse of power,
forgery, and complicity in committing a crime. In August 2000, a military
court released Kulov, a decision public prosecutors appealed, leading the
military court to repeal the not-guilty verdict.

Many thought that Kulov was arrested to scare him off from running for
president. Kulov opted not to leave the country, in an effort to remain a viable
political figure, although he declined to run in the 2000 presidential elec-
tion.>® Even so he was arrested soon after its conclusion, in January 2001, and
sentenced to seven years of imprisonment in a maximum-security prison
including the confiscation of his property and loss of his military rank.

Tajikistan: Climbing Back from Civil War

Like Kyrgyzstan, by late 2001 the Tajikistan government was in a serious
debt crisis. Tajikistan had been one of the poorest republics in the Soviet
period, and like Kyrgyzstan, Tajikistan has only a limited asset base with
which to draw potential foreign investment. But after years of civil war,
Tajikistan was viewed as a much riskier business climate than its neighbor
to the north. So the government of Imamali Rakhmonov had little choice
but to invite in the experts from the World Bank, the IMFE, as well as the
European and Asian bilateral financial institutions, to help his advisers
devise an economic reform strategy.

The Tajiks introduced their national currency, the somoni, in 2000 and
with it the beginnings of a private banking sector. But there has been much
less transparency here than in Kyrgyzstan, and IMF assistance has been
periodically suspended because of allegations of Tajik officials deliberately
manipulating official statistics. Some of this manipulation was certainly
sheer negligence, but the negligence has helped conceal the economic
impact of the narcotics trade, which throughout the 1990s was presumed
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to have been equal to between 50 and 100 percent of Tajikistan’s GDP,
depending on the size of each year’s Afghan poppy harvest.

Tajikistan’s drug trade was in part fueled by the economic desperation of
its people. After a decade of independence, over 80 percent of the popula-
tion was living below the poverty line.”® Tajikistan’s industrial output had
fallen dramatically, and its agricultural production was sharply off as well

Tajikistan suffered a triple blow in its first decade of statehood. Soviet-era
cross-border ties dissolved, creating immediate economic hardship. Then
almost immediately after independence the country plunged into civil war,
and fighting spread over much of the country in 1992 and 1993 %! This war
remained a frozen conflict until international mediation led to a largely suc-
cessful process of national reconciliation nearly five years later.®? Finally,
even after the civil war ended, the Uzbeks refused to open their borders to
Tajik goods, for either sale or transit.

The civil war had an impact on virtually all aspects of life in the country
and has been the defining event of Tajikistan’s independence. It is believed
that 60,000-100,000 people died during the fighting between 1992 and
1994 and that about a tenth of the population became internally displaced.
The war is estimated to have cost about $7 billion in lost revenue, leaving
the economy of Tajikistan in virtual ruin.®

Although Tajikistan received its de jure independence at the end of 1991,
it did not begin functioning as an independent state until several years later.
Political life in Tajikistan spiraled out of control right after the failed August
1991 Communist Party coup, which was supported by the republic’s leader,
Kakhar Makhkamov, who was serving as both Communist Party secretary
and president.

A number of seemingly antithetical political forces wanted to see
Makhkamov ousted, including an active pro-democracy movement in the
republic’ capital city of Dushanbe that had been gaining support since early
1990. There was also a very ambitious but frustrated former Communist
Party leader, Rahmon Nabiyev, who had been removed from office by
Mikhail Gorbachev, and who represented powerful Soviet-era economic
interests in Khujand in northern Tajikistan (in the Tajik part of the Ferghana
Valley, which was an important part of the Soviet-era political power bloc
centered in Tashkent).®* Finally, Tajikistan had a group of charismatic
Islamic leaders, who had come to public prominence as part of the state-
permitted religious revival of the late 1980s and who believed that state pol-
icy should be shaped by Islamic values.®> All three groups—the
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pro-democracy activists, Nabiyev’s circle, and the Islamic leaders—were
able to mobilize large numbers of people from Dushanbe and beyond
against Makhkamov, with the clerics able to call on religiously devout vil-
lagers from distant parts of the country.

In the face of public pressure, Makhkamov resigned in 1991 and was
replaced by Nabiyev, who quickly fell out with both the pro-democratic and
pro-Islamic groups. Large demonstrations the next spring turned into fac-
tional fighting, along regional as well as ideological lines. Khujand and
Kulob provinces had always been competing pro-communist strongholds,
with Nabiyev from Khujand and current President Imamali Rakhmonov
from Kulob.® By contrast the pro-Islamic forces drew much of their support
from Qurgan-Teppe and the democrats from Dushanbe. Nabiyev was forced
to resign in May 1992, and a coalition government was formed, headed by
Akbarsho Iskandarov, a Khujandi, who served as chairman of the parlia-
ment. The country then was engulfed in fighting, until the Iskandarov gov-
ernment was overthrown in November 1992, with the support of Russian
troops based in the country.®’

Imamali Rakhmonov, a former Soviet farm head, seized power at the
time, gradually expanding the geographic reach of his power. Elected pres-
ident in 1994, in what most outsiders viewed as a flawed procedure,
Rakhmonov continued to be viewed by most Tajiks as a factional leader, a
man who would favor the interests of his native Kulob region (and partic-
ularly the men who fought with him) over those of the nation. This made
the power-sharing arrangement formalized by the national reconciliation
agreement so critical, as it brought other groups into the government,
including a few members of Tajikistan’s Islamist groups, who were part of
the United Tajik Opposition, or UTO.%® But pro-Tashkent entrepreneurs
from Khujand, so powerful in the republic during Soviet times, continued
to be excluded, which further alienated the Uzbek government of Islam
Karimov from that of Imamali Rakhmonow.

The presence of Islamists in Tajikistan’s government also made the lead-
ers of neighboring Uzbekistan, Kyrgyzstan, and Kazakhstan nervous, almost
as nervous as the armed Islamists in the Tajik mountains did. The ruling
elite in the region believed that there were still strong ties between both
groups of Islamists and that they would seek to threaten these regimes from
within and without in coordinated fashion.

The leaders of neighboring states held the Tajik government responsible,
when the activities of the IMU became more violent. IMU fighters invaded
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Kyrgyzstan's Batken region in 1999 and 2000, just over the mountains from
Tajikistan.®® They also infiltrated into mountainous areas of Surkhan Darya
region, just over the Tajik border in southern Uzbekistan, during the spring
and summer of 2000, and in the most remote areas they fought off Uzbek
government forces for almost six weeks.”

On the eve of the U.S. military campaign in Afghanistan, control over
Tajik territory by the Rakhmonov government was still far from complete,
which is why the IMU had been able to seek sanctuary in and passage
through Tajikistan. Pushed by Karimov in particular, the Rakhmonov gov-
ernment increased pressure on the IMU in 1998, forcing them to abandon
their center of operation from the Tavildar region of Tajikistan. The IMU set
up new camps near Balkh and Mazar-i-Sharif in Afghanistan in 1999 and
2000, using funds obtained from Al Qaeda. The fighters, and their families
who lived with them, a few thousand strong, came mostly from Uzbekistan
but included other Central Asian nationalities and ethnic groups as well, and
many of the individuals in the IMU fought with the Islamic forces—the
UTO—during the Tajik civil war.”!

Although Central Asia’s leaders were exaggerating its scale and immedi-
acy, the threat posed by the IMU to the security of the region was growing
during the final years of the Taliban government in Afghanistan, given the
enhanced training and equipment available in the Afghan camps.

Uzbekistan: Fear in the Heart of Central Asia

Much like the other Central Asian states, Uzbekistan’s government reflects
the personal stamp of its first and, to date, only president. Born in
Samarkand, the capital of Tamerlane, the 14" century Turkmen-Mongol
conqueror also known as Timur, and of Tajik and Uzbek heritage, Islam
Karimov saw Uzbekistan as the center of Central Asia’s culture and civiliza-
tion. He believed that with him at the helm, the country would fulfill its his-
toric destiny to lead in the region. So clear was his sense of mission that
Karimov saw no reason to seek public or international approval for his
choices.

Although Karimov is often compared with Niyazov in Turkmenistan, the
comparison is not a fitting one. Karimov is a strong and autocratic figure,
but he is not all-powerful. Key advisers have limited discretionary power
and much administrative responsibility, as do key regional leaders. Also,
unlike Niyazov he has not created a cult around himself.
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Karimov made Timur, not himself, the national hero. There is an enor-
mous statue of Timur in a main square of the capital, Tashkent, and a large
museum, with exhibits that detail his philosophy of strong but enlightened
rule. Karimov’ reasons for celebrating Timur are much debated. Obviously,
one intention was to use historic precedent to justify Karimov’s decision to
establish an authoritarian political system. Uzbek officials have explained
the cult of Timur as a means of weaning Uzbeks from the Russian-
dominated Soviet-era versions of their history and to confirm for them that
independence was a return of statehood and not an accidental and tempo-
rary historic aberration. But Uzbekistan’s neighbors understood it differ-
ently and saw it as raising the specter of Uzbek hegemonic behavior.

Although he may not have accurately predicted the collapse of the
Soviet Union, Karimov, like virtually all of the Uzbek ruling elite, saw
independence as both a positive development and an opportunity to set-
tle some historic scores, particularly with the Russians. But while Karimov
attacked Soviet-era decisions for distorting and damaging his country’s
economy and environment, Karimov’s worldview was shaped by his
Soviet-era training and experiences. He promised to carve out a model of
political and economic development that was attuned to Uzbekistan’s
nationally specific needs, but the economic and political system that devel-
oped was little different from the past, except that the ruling elite lacked
the ideology and organizational structure of the Communist Party to legit-
imate their rule.

Karimov remained a strong supporter of a command-and-control-based
economy and was attracted to Chinese-style models of economic reform, in
which one part of the economy was liberalized but the larger part remained
under strong state control. Karimov believed that the Soviet-era system of
price supports and subsidies could be preserved if Uzbekistan’s two primary
export-earning commodities—cotton and gold—would remain under state
control. This, Karimov believed, would be a formula for preserving social
and political stability, especially if new responsibility were devolved to tra-
ditional local institutions, such as the mahalla.”?

Karimov’s economic strategy was a logical complement to his political
program. In the last years of Soviet rule, Uzbekistan was beginning to
develop a culture of political participation with two pro-democracy politi-
cal parties: Birlik (Unity) and Erk (Liberty), whose founder, well-known
poet Muhammad Salih, ran against Karimov in the 1991 presidential elec-
tions. There was also a growing Islamic revival, fueled in part by the
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appointment of a dynamic young Mufti, Muhammad-Sadyk Muhammad-
Yusuf, to head the country’s religious establishment.

The Communist Party elite was also becoming far less monolithic in its
worldview than previously, and many of the country’s more reformist figures
supported the leadership of Shukrulla Mirsaidov, a onetime vice president,
than the more rigid and authoritarian Karimov.”

Fearing his lack of popularity, Karimov began moving against his rivals.
Mirsaidov was dismissed in early 1992, and following that the leaders of Bir-
lik and Erk were soon forced into exile or subjected to officially sponsored
harassment.”* Since then the only legal political parties have been those
created by the government.

The civil war in Tajikistan also fueled the Uzbek governments fear of a
violent popular uprising. Throughout the region, the Tajik war was offered
as justification for a go-slow approach to democratization. Many Uzbeks
accepted the government’s political policies, dreading the upheaval they
saw across the border in Tajikistan, or worse yet, Afghanistan.

The country’s Islamic revival proved more difficult to contain than the
secular opposition had. Muhammad-Yusuf was removed in November
1992, but radical Islamic groups centered in Andijan and Namangan con-
tinued to gain support from the thousands of young underemployed men
who lived in the densely populated Ferghana Valley. There were several
charismatic Islamic figures preaching in these years, men who had gotten
their first training in underground schools in the 1970s, and then in the
looser conditions of the late Soviet era were able to travel to and study in other
Muslim countries.” Even though the most prominent of these were arrested
or driven into exile by the mid-1990s, radical Islamic ideas continued to be
propagated in the absence of the popularly acclaimed religious leaders.”

Although the Uzbek government had been targeting leaders of radical
Islamic groups since the mid-1990s, they did so even more ruthlessly after
the explosions in Tashkent in February 1999.77 Not content merely to con-
fine themselves to members of the IMU, the Karimov regime set out to elim-
inate potential as well as actual religious opposition. In the next two years,
over 7,000 “religious extremists” were arrested, and those rounded up
included people with known associations with seditious groups, those
reputed to be devout, and those who were seemingly devout, such as
bearded men or women wearing extremely modest dress.”®

The largest of Uzbekistan’s radical Islamic groups, the Hizb ut-Tahrir,
experienced a dramatic increase in its membership in the mid- and late
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1990s.7 Although outlawed throughout the region, its leadership main-
tains that their call for the creation of a new Caliphate is still in its peaceful
phase—returning Muslims to the true faith. Following massive arrests,
adherents of the movement went underground in Uzbekistan, and Hizb ut-
Tahrir cells began mushrooming beyond Uzbekistan’s borders.

The Tashkent bombings further hardened the Uzbek government’s deter-
mination to both delineate and defend its national boundaries. It began
mining some of the border areas shared with Tajikistan and Kyrgyzstan to
keep IMU insurgents from getting in.®° This did not stop the IMU, but ordi-
nary people paid a large price: Farmers and their animals have been blown
up, and trade has been seriously disrupted.®!

Contacts between friends and family members were also sharply
restricted by the introduction of new visa requirements. Turkmenistan was
actually the first, in 1999, to introduce visa requirements for visiting the
country—a requirement that applied to all foreign visitors including CIS cit-
izens. But the decision by Uzbekistan to introduce a visa regime for citizens
of neighboring countries later that same year brought about even more seri-
ous hardships, given the much larger numbers of people who were used to
traveling via Uzbekistan to get between points within Tajikistan, Kyrgyzstan,
or Kazakhstan. Only those living right on the border were exempt, and
even they were restricted as to their visa-free point of entry.

The international environment in which the Uzbeks found themselves
reinforced their economic conservatism because the government was fright-
ened of what would happen if human security were somehow compro-
mised and social welfare commitments were not maintained. Uzbekistan
stuck to price supports long after Kazakhstan and Kyrgyzstan had aban-
doned them, but the trade restrictions introduced to sustain this policy sti-
fled Uzbekistan’s own entrepreneurs, who were made all but extinct after
Uzbekistan closed its borders in early 1999.8?

It is hard to measure the price Uzbekistan paid for Islam Karimov’s eco-
nomic choices. Defenders of the regime point to official figures that report
a growth in the GDP during the 1992-2001 period.#*> Much of this growth
is a reflection of the profitability of state-owned and state-exported com-
modities such as gold and cotton and does not reflect real growth in the size
of Uzbekistan’s domestic economy. And figures provided by the state statis-
tical services are of questionable accuracy. Moreover, the Uzbek economy
remained highly dependent on the cotton economy and its vicissitudes, a
point discussed further in chapter four.8*
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For all their public praise, even close supporters of the Uzbek president
privately admitted that Uzbekistan was in a period of economic crisis as it
approached its tenth anniversary of independence. The multiple exchange
rates for the som, the national currency, created strong disincentives for the
kind of economic diversification that the Uzbeks needed. Private ownership
was expanding very slowly, a tragic irony given how entrepreneurial the
Uzbeks had proven themselves to be in the gray economy of the Soviet
period.

As this survey of the Central Asian states shows, the first decade of inde-
pendence led to increased differentiation among the states of the region—
economically more so than politically. None of the countries were evolving
into democratic political systems. But two states, Kazakhstan and
Kyrgyzstan, made a strong commitment to pursue macroeconomic reforms,
as key to their strategy for dealing with the economic chaos that developed
in all the post-Soviet states as a result of the collapse of the USSR and its uni-
fied economic system. Although this strategy may have heightened social
dislocations in the short run, it also led both countries to develop economies
in which private ownership plays a sustaining role.

The leaders of Tajikistan, who supported macroeconomic reforms, lost a
critical five years due to the civil war, whereas Uzbekistan and Turkmenistan
sought to minimize social dislocation at considerable cost to the long-term
development of the private sectors of their economies. Although much
reduced, Soviet-era dependencies still continued to make all these
economies vulnerable. The economic recovery in all five countries was
affected to varying degrees by Russias 1998 financial meltdown, a crisis
which reinforced countries’ preexisting tendency to either look outward or
withdraw inward in pursuit of their goals. Each country set its policies inde-
pendently of each other, but inevitably all are affected by the decisions their
neighbors made, as they are by the interdependencies of geography and
the problems of shared resource management. All of this made the geopo-
litical choices of these states of at least as much importance as their domes-
tic economic and political ones, and we turn to the subject of foreign
relationships in the next chapter.
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The Geopolitics of Central Asia
prior to September 11

he Central Asian states did not anticipate independence, and the inter-

national community never envisioned it for them. It is not surprising
then that relationships between these states and their more powerful neigh-
bors had a tentative quality in the decade following the collapse of the
Soviet Union. For all the hype about the potential of Central Asia and the
Caspian region, most of the international community spent the better part
of the 1990s trying to figure out what priority to assign these newly inde-
pendent states. Likewise, the Central Asian states were themselves uncertain
how to prioritize the offers of the foreign actors who came calling.

The calculus of decision making was complex, involving potential eco-
nomic benefits and the advancement of general security needs. Although
members of the world community talked of their uniform “Central Asian pol-
icy,” most of them were developing policies that differentiated between states,
with preference for engagement with the more energy-rich states of the
region.! Even those countries that gave Central Asia priority status because of
geography or history—countries like Russia, China, Turkey, and Iran—still
had a hard time deciding at what cost to advance their interests, and in which
countries.

Russia’s policy makers defined Central Asia as a region of primary strate-
gic importance. To Moscow, the granting of independence to these states,
especially Kazakhstan with its long shared border and large Russian popu-
lation, felt like an arm that had been ripped off from the body of the nation.
The Commonwealth of Independent States (CIS) failed to develop into an
effective mechanism for advancing Russian interests, and Moscow’s efforts
to develop asymmetrical bilateral relationships with each of these states also
fell far short of its goals.

52
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The Central Asian states were fearful of Russian hegemony but even more
wary of China’s long-term intentions, given the potential power of the Chi-
nese state and the seeming ease of its expansion into the region. At the same
time, they were in awe of China’s success at economic reform and wanted to
learn from it. During the decade following the collapse of Soviet rule, China
sought to protect its national interests in the potentially critical border region.
The authorities in Beijing were mostly interested in positioning themselves
to fill any void that might develop, not in pushing Russia out.

The United States was drawn to the region by the oil and gas reserves of
the Caspian, which Russia and Iran were eyeing as well. Estimates of the
Caspian Sea region’s proven crude oil reserves vary widely by source. The
U.S. government’s Energy Intelligence Administration has estimated proven
oil reserves in the Caspian Region as a range between 17 and 33 billion bar-
rels, which is comparable to OPEC member Qatar on the low end, and the
United States on the high end. Prior to September 11, Washington was slow
to shift from rhetorical to strategic engagement because U.S. policy makers
were unsure how to rank the relative strategic importance of the area.

Turkey and Iran both saw the independence of these states as an oppor-
tunity to fulfill their respective senses of historic destiny, but unlike the
United States, both lacked the resources to eftectively advance their national
interests in the region. Of the two, Turkey had the best chance of influence,
as Washington toyed with using Turkey as a surrogate. This strategy began
to fade when U.S. policy makers came to better understand that “playing the
Turkish card” provided no simple fix, both because of Turkey’s own domes-
tic problems and because of the ambivalent attitudes shown by Central
Asia’s leaders toward Turkish state and nonstate actors.

A number of other states also made strong diplomatic forays into the
region, often hand-in-hand with their potential investors. The United States
briefly considered using Israel as something of a surrogate in the region.
That strategy was quickly abandoned, but the Israelis developed a visible
presence of their own in much of the region, as Russian Jews who emigrated
from these republics became an important source of capital investment.

Korean businessmen were also interested in the area, in part because
descendants of populations deported in the 1930s by Joseph Stalin to the
Central Asian region still lived there.? In the first years of independence,
Koreans were an important source of capital and business know-how in
Kazakhstan and Uzbekistan in particular. Japanese business interests also
quickly appeared in search of investment opportunities, and the Government
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of Japan targeted the Kyrgyz government for foreign assistance. Investors
from Singapore also briefly considered the region.

The Central Asian states were all admitted to the Organization for Secu-
rity and Cooperation in Europe (OSCE), as successor states of the USSR
Although the leaders of key European states felt certain that they wanted to
occupy a position of commercial importance in these countries, they placed
no priority in maximizing their direct involvement except in the energy
sector. Most European leaders were far more preoccupied with the impact
that the end of communism had closer to home—the rebirth of Central
Europe and the collapse of Yugoslavia—than they were with events in Cen-
tral Asia, although they were happy to receive visiting Central Asian lead-
ers with great pomp and ceremony.

All this international interest in their countries provided a tantalizing
array of choices for the leaders of the Central Asian states. After decades of
being cooped up behind the iron curtain, all were eager to head diplomatic
missions, seeking a unique international presence for their nation, and to
solidify their hold on power. Askar Akayev vowed to make Kyrgyzstan the
Switzerland of Europe; Nursultan Nazarbayev claimed that Kazakhstan was
a bridge between Europe and Asia; Saparmurat Niyazov tried to create a new
international status for Turkmenistan; and Islam Karimov strove to make
Uzbekistan a valued military partner of the West. Only Imamali Rakhmonov,
hobbled by years of civil war, faced very limited choices. Each of the Cen-
tral Asian leaders also believed that an enhanced international profile would
make him the first among equals in the Central Asian region.

Russia: Would Neoimperialism Replace Imperialism?

Failure of Russian-Dominated Multilateral Efforts

The initial foreign policy challenge for all the Central Asian states was man-
aging relations with Russia. In the first few years of independence, the lead-
ers of these states feared that Moscow would mediate between them and the
rest of the international community.

Russia’s President Boris Yeltsin quickly asserted that Russia was heir to the
power of the Soviet Union and demonstrated this symbolically by occupy-
ing Mikhail Gorbachev’s Kremlin office and apartment. In the same way
that controlling the Kremlin defined Russian leadership, Russian dominance
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over the vast territories that had once formed its empire was critical to
maintaining Russia’s great-power status. The peaceful dissolution of the
USSR was part of the price that Russia’s new leaders paid for taking control
of the Kremlin.

To maximize the value of their prize, Yeltsin and the senior Russian lead-
ership sought an instrument that would allow Moscow easy control of the
former Soviet republics. Even the most pro-Western “liberals” in the
Moscow political establishment, such as Foreign Minister Andrei Kozyreyv,
believed that Russia’s national interest had to prevail over the efforts of its
new neighbors to define and advance their own domestic and foreign pol-
icy agendas.? Initially, it was expected that the CIS would serve this end.*
The formation of the CIS was the instrument of dissolution for the USSR,
allowing for the transition from a single country to twelve separate states
(the three Baltic republics having effectively attained their de jure indepen-
dence in September 1991). But Russia’s leaders hoped to turn the CIS into
something more. They urged the creation of a host of coordinating bodies
in which Russia would have weighted votes to ensure Moscow’s control of
key sectors of the economies of all member states and to institutionalize
Russia’s role in their foreign investment strategies.

The nationalists heading Azerbaijan, Georgia, and Moldova refused to
take part in the CIS precisely because of their fear that the organization
would turn itself into a mechanism of Russian neoimperialism. The
communist-era figures in charge of the Central Asian republics were less
nervous about this. These men had embraced independence reluctantly, in
part because of the magnitude of challenges associated with it, and the lead-
ership councils of the CIS allowed the familiar Soviet form of collegial deci-
sion making to be used as a tool in this transition.

Unlike their less experienced colleagues in Azerbaijan and Georgia, who
had come to power from the political opposition, Central Asia’s party stal-
warts recognized that there was no running from Russia’s ambitions, which
were best confronted head on.” It must have seemed obvious to them that
Russia’s leaders would use brute force, even if only in masked fashion, to
advance their claims. Developments in Transdniester (Moldova), Abkhazia
(Georgia), and Karabakh (Azerbaijan) provided object lessons as to what
happens to states that turn away from the CIS. By early 1994, Moldova,
Georgia, and Azerbaijan had all become full participating members of the
CIS, in part to freeze the ethnic and civil wars that their nonmembership
had helped stimulate.®
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The CIS never became an effective tool of Russian domination, because
most CIS state leaders strongly opposed the transfer of national sovereignty,
in large or in small measure, to a Russian-dominated multilateral organiza-
tion. The Ukrainians were adamant on this point, as were Georgia’s Presi-
dent Eduard Shevardnadze (1993-2003) and Azerbaijan’s President Heydar
Aliyev (1995-2003), both formidable figures with long Soviet-era experi-
ence. This position was also strongly endorsed by the presidents of both
Turkmenistan and Uzbekistan.

For their part, the leaders in the Kremlin were unwilling to seriously
consider any restructuring of the CIS that would make it an organization of
equal partners. The most vigorous effort in this regard was the campaign by
Kazakhstan'’s President Nursultan Nazarbayev in 1994 to have the CIS
replaced by a Euro-Asian Union (EAU), which was to function much along
the lines of the European Union.’

With time Yeltsin's administration began to tire of pressing for revitaliza-
tion of the CIS. By the mid-1990s they understood that Russia’s own tran-
sition problems were much larger than their original reckoning, and that
there was no easy way to harness the energies of the former Soviet republics
to serve Russias needs. However, this did not mean that Moscow aban-
doned the CIS; summits of the CIS presidents were held regularly, at least
until Boris Yeltsin’s ill-health limited his participation. Even then, for a brief
period from April 1998 until March 1999, the Russian magnate Boris
Berezovsky was given the job of CIS executive secretary to revive what was
becoming an obviously moribund institution. After taking over Russia’s
presidency, Vladimir Putin again tried to use summitry to reinvigorate the
organization, but to little avail. By late 2001 the CIS was a bureaucratic
shell of an organization, a sinecure for those in the Russian elite who were
incapable of climbing to the top of more competitive ladders.

The Kremlin, however, did not abandon the cause of “integration,” as
they liked to term it, and explored the creation of other multilateral orga-
nizations with smaller numbers of more willing partners. Belarus was the
most eager and in 1996 entered an agreement that was designed to achieve
its full integration with Russia, a prospect that many in Moscow elite circles
have been determined to delay indefinitely.

There was also a customs union of five states, originally a union of four—
Russia, Belarus, Kazakhstan, and Kyrgyzstan—that formed in 1995 and
expanded in 1999 to include Tajikistan. But it did virtually nothing to reg-
ulate trade and tariffs between its member nations.? Its lack of vitality was
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partly the result of the influence of the multilateral financial institutions,
which sought to wean these economies from dependency on Russia through
the conditions for financial assistance that they introduced.

Kazakhstan, Kyrgyzstan, and Tajikistan also remained part of the Col-
lective Security Treaty Organization (CSTO), along with Russia, Armenia,
and Belarus. The CSTO, initially known as the Tashkent Collective Security
Agreement, was renamed after Uzbekistan withdrew from it in 1999, leav-
ing the organization to function more as an instrument of divorce than as
an institution capable of meeting the security needs of member states.

By the late 1990s, none of the states in the region saw Russia as able to
do much to help them meet their security needs, including, most pressingly,
reversing Taliban victories in Afghanistan. Russia was funneling arms to
several Northern Alliance commanders, using the Central Asian states as the
conduit, but this only slightly slowed the Taliban’s advance.’

Russia, bogged down in the quagmire of Chechnya, was unable to do
much to help these states meet their internal security concerns. Russian
officials said no to the Kyrgyz when asked to provide military assistance dur-
ing the Islamic Movement of Uzbekistan (IMU) incursions of 1999 and
2000 and countered by calling for an increased role for the CSTO to
improve common security. To this end, in May 2001, a 1,500-man rapid
deployment force for use in Central Asia was created, which held field exer-
cises in the region but was never fully deployed.

None of Moscow’s institutional creations served their intended purpose,
which was to harness the successor states’ potential to fulfill Russia’s own
national needs. Nor did they do much to help the Central Asian states cope
with their own problems. They did, however, serve one positive purpose:
Bringing together the leadership of various groupings of CIS states helped
make the dissolution of the Soviet Union a smoother process than many in
Central Asia had anticipated.

Russia’s Other Tools of Control

The Russian leadership also had many noninstitutional levers to use in pres-
suring its newly independent neighbors. Given the interconnected nature of
the Soviet economy, all the post-Soviet states were dependent on Russia
economically. Each of these states also inherited large Russian populations,
whose fate could be used as a club to gain important concessions by
Moscow. Shared borders required management. Only Tajikistan and
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Uzbekistan do not share a common border with Russia, and the Turkmen
border is in the Caspian Sea.

Control of energy supplies was and remains a potentially effective Russian
tool. In the first years of independence Russia used its position as energy
supplier to squeeze concessions from a number of post-Soviet states, most
prominently Kazakhstan, which was almost wholly dependent on Russia for
electricity used in northern Kazakhstan and for most of the oil and gas used
in the country as well. Eventually Kazakhstan gave equity stakes in some of
its own hydroelectric stations to Unified Energy Systems, or RAO-UES,
Russia’s partly state-held national energy grid, in return for debt forgiveness
and slowly relations between the two states in the energy sector shifted to
a more market-driven foundation. But in the early years Kazakhstan was
often forced to make unwanted concessions to Russia because of Moscow’s
use of its energy debts.!°

The Russian government used its control of the Soviet-era oil and gas
pipeline system that passed across its territory to seek concessions from
Kazakhstan, Turkmenistan, and Azerbaijan, although not always to the
intended effect. Russia, through its state pipeline operator Transneft, was a
tough negotiator over terms for the Caspian Pipeline Consortium (CPC) to
move Tengiz oil from Kazakhstan to the Russian port of Novorossiisk.
Russia’s actions seemed to substantiate alarmist claims made by powerful
former cold warriors in Washington, leaving U.S. policy makers convinced
that as much Caspian oil as possible should reach market through routes
that bypassed Russia.

The Russian gas industry tried hard to retain control of the Turkmen gas
industry, creating Turkmenrosgaz in 1995 as a vehicle for doing this.!! How-
ever, President Niyazov quickly became disenchanted with the terms offered
by the Russians for the transit and sale of Turkmen gas and fired the officials
responsible for bringing him this deal, deciding that their loyalty lay with those
now running Russiak gas industry and not with the new Turkmen state.!?

When Turkmenrosgaz failed, Gazprom used its control of the gas pipeline
system as a lever to keep Turkmen gas out of the European market and
allocating it to poor-paying CIS customers, such as Ukraine and Georgia."?
Citing difficulties of payment collection, Moscow offered Ashgabat barter
transactions and a low purchase price at the Turkmen border and refused to
improve the terms when the Turkmen walked away from the bargaining
table in 1997. But in the case of Turkmen gas, there was no foreign partner
on whom to displace costs, and as a result Turkmen gas production atrophied
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by three-quarters from 1992 to 1998 because the government in Ashgabat
could not move it to potential markets.!* These two cases represent Russia’s
most aggressive behavior in the region.

The Russian military also had strong views about what policies should be
pursued in Central Asia. Russian officials gave Tajikistan’s leadership little
choice about the continued presence of the 201st Motorized Division, which
Moscow declined to turn over to Dushanbe or remove from the country,
despite repeated allegations that Russian officers facilitated the drug trade
and that the troops largely consisted of local Tajiks serving on contracts.!?
Russia also provided border guards to protect the Tajik—Afghan border, even
after Moscow began turning over full control to the other Central Asian
countries, citing Russia’s own security needs for their continued military
presence in Tajikistan.!®

Russia’s limited military presence in Central Asia was strongly supported
by ordinary Russians as well as by military officials. Russian nationalists, in
particular, had strong opinions about how the Russian government should
comport itself in Central Asia, and they developed a vocal lobby in the
Duma.!” These people kept accounts of the hardships faced by Central Asia’s
ethnic Russian minorities in the news. The coverage included everything
from the poverty-stricken elderly Russian population who were just about
all that remained in Tajikistan after its civil war, but also ordinary Russians
trying to adjust to their newly acquired status of ethnic minority. Such mis-
fortune was depicted in such dire terms that Uzbek, Kazakh, and Turkmen
state-controlled regulatory agencies began cutting back on the air time made
available to the Russian television stations to keep local Russian passions
from being further inflamed.

In the early 1990s, the Russian government lobbied hard but unsuc-
cessfully for rights of dual citizenship for the ethnic Russians living in all of
the post-Soviet states. Central Asia’s Russians were eligible for Russian citi-
zenship, but if they opted out of local citizenship they lost their personal
share in the privatization process, which included ownership of their phys-
ical residence. Only Turkmenistan’s government acceded to the idea of dual
citizenship, in a ten-year agreement signed in 1993.

To little avail, the Russian government also pressured the Central Asian
countries to grant the Russian language the same legal status as the national
languages of these states. Eventually, in 2001, the Kyrgyz government agreed
to do so, and the Kazakhs provided it a lower but special legal status as the
“language of international communication.” (In 2004, however, the public
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role of the Russian language was sharply cut back.) The remaining three
states continued to provide Russian language education but with dramati-
cally diminished funding, and fluency in the national language became
mandatory for anyone with political or economic ambitions.

Public grumblings aside, Russia basically left the local Russian population
to sort things out for themselves on a family-by-family basis. Millions of Rus-
sians left the region, most bound for Russia.!® Kazakhstan incurred the
largest absolute loss of ethnic Russians of all the post-Soviet states. A total
of 1.5 million Russians left Kazakhstan between 1992 and 2000. Untold
numbers of Russians (and many non-Russians) who remained found ways
to acquire Russian Federation passports and in defiance of local law made
themselves dual citizens. When Russian citizens got arrested on political
charges, as several purported separatists did in Ust-Kamenogorsk,
Kazakhstan, in 1999, Moscow restricted its response to quiet protests.!®

Russia’s move toward a market economy promoted an attitude of realism
toward the former Soviet republics. From the early 1990s, reformers like
Yegor Gaidar and Anatoly Chubais pressed Moscow to cut itself off from the
economic burdens posed by these states. Moscow initially tried to keep all
CIS members in the ruble zone as a means of regulating their economies. But
in July 1993 Russia sharply limited the supply of rubles to these countries,
all of which were still in the ruble zone.?° Russia’s economic reformers were
more interested in controlling inflation than in attaining more ephemeral
neoimperialist goals, and this decision hastened the untangling of the
economies of the Soviet successor states.

Even in areas of the economy such as Caspian oil and gas development
where they tried hard to hold their own, the Russian government and
Russian firms had to take a backseat to more powerful U.S. and Western
economic interests. Russia hoped to assert its influence through the demar-
cation of the Caspian Sea into national sectors with provisions for common
development to compensate states such as Russia (and Iran) that lacked
large untapped undersea deposits if strict national boundaries were
observed. Russia and Iran originally proposed that each Caspian nation be
awarded equal shares of 20 percent. 1f the waters were allocated according
to each country’s coast, Kazakhstan would have 33 percent, Russia 19 per-
cent, Azerbaijan 18 percent, Turkmenistan 17 percent, and Iran 13 per-
cent. Unwilling to wait for formal demarcation, Kazakhstan, Azerbaijan,
and Turkmenistan each began seeking investors to develop their declared
national sectors.?!
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Russia took an essentially pragmatic approach to these developments
and began developing its own national sector. Moscow also reached an
agreement on the terms of demarcation with both Azerbaijan and
Kazakhstan and made progress toward agreement with Turkmenistan.??

In contrast to the nationalists, intellectuals, and policy advisers who
argued that Russia’s historic destiny is inextricably tied to its former colonies,
Russia’s leaders slowly came to realize that they were not in a position to
implement policies predicated on notions of national destiny. Changes in the
makeup and nature of the Russian leadership helped produce this more
pragmatic approach. Boris Yeltsin was a condescending and ineffective
leader at the end of his presidency. The relative void at the top of the Russian
state created increased room for Central Asia’s leaders to maneuver in their
dealings with Moscow.

When Vladimir Putin came to power in 1999, he faced a group of men
in Central Asia who felt confident in their ability to represent their national
interests. By then, each of the ruling Central Asian leaders had far more
high-level diplomatic experience than did Putin. He decided to turn this
into a Russian asset, winning favor with his Central Asian colleagues by
treating each of the region’s presidents more like his equal than Yeltsin had
ever done. And, as we see in chapter six, eventually this strategy consider-
ably benefited Russia.

Under Putin’s leadership, Moscow was prepared to admit that Russia
had limited resources and had to make difficult choices about where and
how to assert Russian influence. Many of these decisions were made through
the prism of the seemingly endless war in Chechnya, which further rein-
forced Russia’s natural inclination to see developments in the Caucasus as
more intimately tied to the core of Russian security interests than those in
Central Asia.

China’s Eyes on the Future

Sharing borders with three of the five Central Asian states (Kazakhstan,
Kyrgyzstan, and Tajikistan), China was nearly as interested in the inde-
pendence of the Central Asian states as Russia was, although Beijing was
far less prepared than Moscow to aggressively assert its national interests.
Chinese authorities accepted, for the moment at least, that the Central
Asian states lay within Russia’s sphere of influence, but Beijing’s leaders
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wanted to secure their long-term interests in the region and position them-
selves to parry any short-term security threats that power voids in the
region might produce. For this reason, by and large, the Chinese leaders
did not believe that they were in a competitive relationship with the
Russians, because a strong hand exercised by Moscow was generally con-
sistent with preventing the power void that the Chinese feared. The Chi-
nese looked warily, however, at the expanding economic presence of the
United States and other Western countries as creating potential limits to
China’s own future engagement.

Senior Chinese officials were quick to embrace these states. In the last
years of Soviet rule, the Central Asian republic leaders had been develop-
ing bilateral relationships with their regional counterparts in China. Upon
independence, Beijing rapidly signaled that it was far more appropriate for
Central Asia’s newly sovereign presidents to forge direct relations with their
counterparts in Beijing. Official invitations were issued, and Central Asia’s
presidents and foreign ministers went to the Chinese capital eager to satisfy
their curiosity about the nature of the economic miracle that the Chinese
were experiencing.>? Chinese Prime Minister Li Peng made a much heralded
tour of Central Asia in 1994, visiting all five countries in twelve days and
signing a number of bilateral agreements.?* Peng’s visit was designed to
indicate that Beijing viewed its new neighbors with some regard, but it was
more a publicity effort than the creation of a foundation for a close cooper-
ative relationship between these states.?

The formation of independent states in Central Asia created new security
threats for the Chinese by increasing the demands for greater autonomy or
independence by Uighurs and other Turkic Muslim minorities who lived
just over the border in China. These groups had been energized in the 1980s
by the growth of ethnic politics in the USSR.2° Pro-separatist Uighur groups
in Kazakhstan and Kyrgyzstan enjoyed strong support from Kazakh and
Kyrgyz nationalists. After a burst of initial activism in the early 1990s, author-
ities in Kazakhstan and Kyrgyzstan sharply curtailed their activities after
being pressured strongly by China to do so. The Chinese government
claimed that virtually all organized Uighur groups were real or potential ter-
rorists. After a spate of bombings in China in 1997 (both within and outside
of Xinjiang), the Central Asian governments began to accede to the Chinese
request. Exiled Uighur groups based in Kazakhstan were blamed for three
bus bombings in Urumchi in western China in February 1997, and none of
the Central Asian leaders wanted armed groups living on their soil.?’
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The Kazakh and Kyrgyz borders with China also became more closely
regulated, in part because of the ease with which Uighurs had been able to
pass from Afghanistan into Tajikistan and then further north. This changed
somewhat after the successful Taliban campaign of winter-spring 1997,
when Chinese authorities instituted a “special regime” on their own border
with Afghanistan.

The Central Asian leaders took seriously Chinese claims that Uighur ter-
rorists were receiving terrorist training in camps supported by Osama bin
Laden. Although many Western sources discounted this at the time, jour-
nalists covering the U.S.-led bombing campaign in Afghanistan recovered
Uighur-language documents from bombed out and abandoned Al Qaeda
camps, which proved the presence but did not date the arrival of Uighurs
in these camps.?8

By the time of the 1997 bombings, the Chinese were able to press their
position through the Shanghai Cooperation Organization (SCO), formed in
1996.%° This organization began as a confidence-building measure devel-
oped to coincide with the delineation of the former Sino-Soviet border.
The government in Beijing questioned the legitimacy of the border in 1963,
and although there was progress in negotiations in the mid-1980s, the for-
mal boundaries had not been fully delimited when the Central Asian states
inherited them in 1991.

The five-state agreement of April 1996 set up the framework for bilateral
negotiations for the delineation of outstanding disputed regions.*° The
agreement also included plans for a demilitarized zone, which some wanted
set at 20 kilometers and others at 100 kilometers from the border. It placed
strict limitations on the stationing of troops and the numbers of men and
equipment that can be brought in for military exercises, plans that were
implemented in April 1997.

In 1998, there was considerable progress in delineating both the Kazakh
and Kyrgyz borders with China. A joint statement by President Akayev and
President Zhiang Zemin made during Akayev’s April 1998 trip to Beijing
kicked off a period of intensive negotiation. In July 1998, Kazakhstan and
China also signed an agreement dividing 944 square kilometers of disputed
border territories, with nearly 60 percent of the land remaining in Kazakh
hands.?!' Critics of the agreement, however, say that China got the most
valuable bits.

In both cases, it became clear that negotiations over borders were more
complex than earlier public fanfare implied. The formal delineation of the
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Kazakh—Chinese border was largely completed in 1999, but the
Kyrgyz—Chinese border was not finalized until May 2002.3? As we will dis-
cuss in chapter five, the 2002 treaty between Kyrgyzstan and China turned
into a major political crisis for President Akayev, with opposition figures
accusing him of treason for signing it.

Confidence-building measures notwithstanding, the existence of the SCO
did not mitigate Chinese pressure for the ceding of territory by the Central
Asian states. According to Azimbek Beknazarov and a committee of other
Kyrgyz legislators who have studied the transfers,>® Akayev turned over
125,000 hectares of land to the Chinese government beyond that which was
disputed during the Soviet period.>* In 2003, there was also an additional
land transfer made by the Tajiks.

The concession of territory by Kyrgyzstan and Kazakhstan was recogni-
tion of China’s potential for hegemonic power in the region. The leaders of
both countries have also tried to ingratiate themselves with Beijing in more
subtle ways. Kazakhstan and Kyrgyzstan have had foreign ministers who
speak Chinese and have sent ambassadors to Beijing who were fluent in Chi-
nese as well. By contrast, the Uzbeks, who lack a shared border with China,
have dealt with Beijing in a more tempered fashion, pursuing a relationship
more rooted in principles of mutual advantage.

All of Central Asia’s leaders recognized that China’s booming economy
made it an increasing economic force, and it was already a major trading
presence throughout the region. China’s share of trade is not always reflected
in official statistics, which do not include the exchanges of illegal shuttle
traders, or those who engage in small-scale and unregistered import and
resale of Chinese goods. Although the Central Asian countries steadily
increased the barriers against this kind of trade, shuttle trade has been an
important source of capital accumulation for small Central Asian entrepre-
neurs, who then reinvest their profits in more permanent enterprises. In the
first years of independence, there was also a certain amount of illegal immi-
gration from China, when Chinese citizens (often those with relatives in
Central Asia) brought capital across the border to buy factories or farms in
Kazakhstan or Kyrgyzstan and simply took up permanent residence. There
are no official or even good unofficial estimates as to the size of the new Chi-
nese communities, but there is no evidence to suggest a calculated policy of
encouraging emigration on China’s part.

The Chinese government does have calculated long-term economic inter-
ests in the Central Asian states, most particularly in the energy sector. In
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1997, the Chinese National Petroleum Company, or CNPC, won a tender—
and a 60 percent stake—in the Zhanazhol and Kenkiyak fields in Aktobe,
Kazakhstan.?* The Chinese committed to building a $9.6 billion pipeline,
but then scaled down the project; by late 2001, less than $200 million had
been authorized.?® From then on, China’s role in the Central Asian energy
sector has steadily increased.

The Chinese government is also interested in the development of tran-
sit links that would allow the Central Asian states to better use the Chinese
highway and railroad system and ports to shift transit trade away from
Russia—an interest they share with the Central Asian states. But the major
rail link across the region (from Druzhba in Kazakhstan to Urumchi in
China), opened in 1992, was severely handicapped by the lack of storage
facilities both on the Kazakh and Chinese borders.*” Plans call for an ambi-
tious 20 million tons of freight to pass through Druzhba annually, but only
6 million tons crossed from Kazakhstan into China in 2001.%®

Highway connections through Central Asia into China remained prob-
lematic, despite efforts throughout the 1990s to improve them, including
upgrades of the Karakaroum highway, which extends from Urumchi to Pak-
istan. In March 1995, a quadripartite trade agreement on the transport of
freight was signed between China, Kazakhstan, Kyrgyzstan, and Pakistan
calling for a uniform customs policy along the highway, and a ceremonial
four-nation truck convoy in October 1996 launched the upgrade designed
to make the highway fit for year-round travel, as opposed to the May
through October regime of the past.

The Karakaroum highway, which is shown on the map provided in this
book, is the foundation of regional linkages with China. A linkup from Bishkek
to the Karakaroum highway through Torugart already exists, and the
EU-initiated Traceca program (an abbreviation for Transport Corridor Europe—
Caucasus—Asia) helps pay for upgrades to the road from Osh through Sary-
Tosh to meet a road that the Chinese are cutting through to the border at
Irkeshtam.* In July 1997, the prime ministers of Uzbekistan and Kyrgyzstan as
well as senior Chinese officials attended a ceremonial opening of the new cus-
toms point, where a centuries-old trade route has been widened and resurfaced
for truck traffic to serve primarily southern Kyrgyzstan, southern Kazakhstan,
and Uzbekistan. Moreover, a highway link connects (as weather permits) Bishkek
to Kashi (via Naryn to Torugart) and then on to the Karakaroum highway, which
is the shortest way to get from Almaty to China. This route lacks freight storage
facilities, however, and so is used primarily by local traders.
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In February 1998, China, Uzbekistan, and Kyrgyzstan signed an auto-
mobile transportation agreement, pledging to complete upgrades on the
highway by October 1998. There are two other crossing points for
Kazakhstan, at Pakhtu (from Semey) and Khorgos (from Almaty). The Chi-
nese also announced plans to build a major freight storage and forwarding
facility and to establish a free enterprise zone designed especially for joint
ventures with Kazakhstan.

Links and spurs to the highway were added, and plans for further addi-
tions were made. In September 1998, Tajikistan’s president opened a 54-
kilometer stretch of Qurgan-Teppe—Kulob broad-gauge railway that will
link up with the Karakaroum highway. In November 1998, Kazakhstan,
Kyrgyzstan, Pakistan, and China signed a cooperative agreement to upgrade
roads connecting Almaty in Kazakhstan with Karachi in Pakistan.

For all these agreements, progress on these highway and storage projects
has been slow and has done nothing to modify the realities of geography.
Mountain passes that top out at nearly 10,000 feet, road closings due to
snow, and glacial erosion are certain to remain commonplace. In transport,
as in so many other areas of the Chinese relationship to the Central Asian
states, the empbhasis of the first decade after independence was in laying the
foundation for future closer ties. Although transport links were improved,
the Chinese adopted a wait-and-see attitude, leaving the construction of
international standard freight terminals until there was an economic break-
out in at least a major part of the Central Asian region.

The United States Extends a Lukewarm Hand

Prior to September 11, U.S. engagement with the Central Asian states con-
sisted of policies designed to protect against potential long-term security
risks rather than to secure the United States against imminent dangers orig-
inating in the region. The one exception was the U.S. engagement in nuclear
diplomacy with Kazakhstan, which was a priority of both the George H. W.
Bush and Clinton administrations to ensure that all Soviet-era nuclear
weapons were removed from the newly independent states. Policies in the
oil and gas sector, however, began to take center stage in the relationships
of the mid-1990s and were intended to diversify Western long-term
reserves, rather than to cope with near-term energy issues.
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On the surface, U.S. policy makers seemed eager to maximize their influ-
ence in the region. The United States was quick to send diplomatic repre-
sentation to these states, establishing full embassies in Kazakhstan and
Kyrgyzstan immediately after independence and everywhere else shortly
thereafter. But there was far more show than substance in these early bilat-
eral relationships. U.S. foreign assistance to all five countries from FY1992
to FY2002 was less than $3 billion, as data in the appendix show. Spread
thinly across more than a dozen categories, the United States offered the
Central Asian states little more than symbolic help in meeting the tasks of
economic, political, and social restructuring.

U.S. policy makers, of course, helped shape the priorities of the Inter-
national Monetary Fund and the World Bank, as well as the European Bank
for Reconstruction and Development and the Asian Development Bank, all
of which were providing technical assistance for economic restructuring
and investing in infrastructure projects. The main instrument of direct U.S.
policy was the Freedom Support Act, whose funds were designed to support
a slow process of civil society building, which was anticipated to take gen-
erations.*! This was not considered troubling, because in the years follow-
ing the collapse of the Soviet Union, U.S. priorities in Eurasia lay elsewhere,
in coping with the potential security risks that this could lead to in Europe
and Russia.

By contrast, each of the Central Asian leaders was anxious to secure close
ties with the United States, both because of the international prestige that
this brings and because such ties help further distance these states from
Russia. Central Asia’s leaders came to Washington with these hopes. Some
were received at the White House; others were not.*?* When Turkmenistan’s
President Niyazov was shunned by the Clinton administration in 1993, he
faked photos of a White House meeting and disseminated them. Few in
Turkmenistan ever learned that the meeting was simply never held.

Although invitations have been frequent, no U.S. president has yet trav-
eled Central Asia. U.S. Secretary of State James Baker traveled to Kazakhstan
in December 1991 and again in February 1992 when he traveled to
Kyrgyzstan and Uzbekistan as well. Later, in November 1997, First Lady
Hillary Clinton visited the same states, as did Secretary of State Madeleine
Albright in April 2000. Vice President Al Gore went to Kazakhstan in
December 1993. Gore’s trip in particular reflected the Clinton administra-
tions new realization of the importance of the Caspian Sea basin’s oil and gas
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reserves, disproportionately located in Azerbaijan, Turkmenistan, and
Kazakhstan.

This change in approach was signaled in Deputy Secretary of State Strobe
Talbott’s “Farewell to Flashman” address of July 1997, which elaborated a
new U.S. policy for Central Asia and the south Caucasus. Talbott invoked
George MacDonald Fraser’s dashing fictional hero Lieutenant Harry Flash-
man, who fought to advance the interests of the British Empire in much of
this region, to argue that these countries would no longer be pawns on the
chessboard to be moved at will by great powers.*

Central to the new U.S. policy was the reevaluation of Russia’s role in the
region, which the Clinton administration saw as more heavy-handed and
less stabilizing than previously thought, and as a result the administration
began promoting the idea of multiple pipelines for the export of Caspian oil.
This idea was first mentioned in 1995 but was not translated into an action
plan until 1998 when the U.S. government began to pressure Western oil
companies and local governments to develop a pipeline running from Baku
(Azerbaijan) through Thbilisi (Georgia) to Ceyhan (Turkey), or the BTC
pipeline.** With the exception of the CPC pipeline, which was a require-
ment for Chevron’s development of Tengiz oil, the Clinton administration
did not support the development of new export routes for Caspian oil
through Russia.

Washington was also against Caspian oil reaching market through Iran,
leaving the Caspian states very few new options other than BTC.* But U.S.
policy makers were unwilling to underwrite any of the construction costs
involved in the oft-promoted BTC pipeline and largely confined their spend-
ing to feasibility studies and loan guarantees to U.S. firms engaged in the
development of Caspian oil, gas, or related service sectors.

For all the talk about the importance of Caspian oil and gas, U.S. interest
in these states was nothing like that shown to Persian Gulf oil producers, or
even smaller producers closer to home like Mexico or Venezuela. The energy
reserves of Kazakhstan and Azerbaijan made these countries of particular
concern to U.S. policy makers, but they were content to demonstrate their
interest through photo opportunities at the White House and by a willing-
ness to turn a relatively blind eye to human rights violations and reversals in
democratic political institution building in potential oil- and gas-producing
states, including those dutifully reported by the State Department.

With time, U.S. interest in Kazakhstan, in particular, began to grow, as
word began to spread of the gigantic oil reserves in the offshore Kashagan
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field.*¢ This increased attention also helped stimulate corruption in
Kazakhstan. Former Soviet-era communist officials understood the mecha-
nisms of corruption in their own system and served as eager students for
Western businessmen offering lessons on navigating the gray areas of mar-
ket economies.

Although the U.S. government was not a direct party to this corruption
and made clear that U.S. firms understood that they were bound by the pro-
visions of the Foreign Corrupt Practices Act, it was incurious about the
ethics of U.S. courtiers in Caspian presidential “courts.” In fact, the U.S. gov-
ernment seemed to favor the use of U.S. middlemen, because this meant that
U.S. firms were more likely to get big contracts. The case of James Giffen,
president of the Mercator Corporation, is quite instructive. U.S. officials
must have been uncomfortable with Giffen’s boasting of his Kazakh passport
and formal status as part-time adviser to President Nazarbayev, but no one
seems to have suggested that he ever give up his U.S. passport (which he
was eventually forced to surrender to the court in New York City as part of
a bail agreement), and Giffen enjoyed good access to senior policy makers
in Washington.*’ This access, however, began to dry up after a grand jury
in the southern district of New York began investigating Giffen and a num-
ber of former Mobil Oil officials.

Despite the allegations of corruption surrounding the Kazakh president
and his family, it was seen as possible (although not always easy) to do
business in Kazakhstan, so pragmatically most people tolerated the court
around Nazarbayev, or tried to penetrate it for their own advantage.

At the same time, politics in Turkmenistan was becoming more opaque
and less amenable to Western business interests, and most U.S. firms did not
view investing in the country as a tempting prospect—despite
Turkmenistan’s enormous gas reserves, the best efforts of Alexander Haig,
secretary of state in the Reagan administration,*® and lobbying by
Turkmenistan’s very articulate Foreign Minister Boris Shikhmuradov, who
conveyed an impression to Westerners that he understood their concerns.*
Limited transport opportunities for energy resources made the inhospitable
business environment even less attractive, particularly after the Taliban’s
takeover effectively cut off the option of transport across Afghanistan.

U.S. interest in Turkmenistan peaked when it looked like California-
based Unocal would get access to gas from the Dauletabad field and build
a pipeline through Afghanistan. In 1996 and 1997, the project was regarded
by many as a tool for forging a new national consensus in Afghanistan. The
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Unocal-sponsored project—and the training and infrastructure repairs that
were ancillary to it—was a frequently cited incentive offered up by U.S. gov-
ernment officials and participants in UN-sponsored peace negotiations in
Afghanistan. But after intelligence linked Al Qaeda camps in Afghanistan to
the August 1998 bombings of U.S. embassies in Kenya and Tanzania, Wash-
ington’s retaliation included a cruise missile attack against Al Qaeda bases
in Afghanistan.®

Changing assessments of the security situation in Afghanistan temporar-
ily killed the Trans-Afghan pipeline, because Unocal suspended its opera-
tions immediately after the bombing raids.>! Even then, policy makers in
Washington continued to hold out hope that the Turkmen government
would lend its support to the U.S.-sponsored Trans-Caspian gas pipeline
project to augment supplies shipped through the BTC. But with no major
U.S. investor actively working to develop Turkmenistan’s assets, dealing
with Ashgabat proved much harder for Washington than negotiating with
Astana, because without Kazakh oil the BTC route would be only margin-
ally profitable. Although the Kazakhs were willing to commit to the idea of
shipping some oil through this route in principle, they were not willing to
specify amounts. The Turkmen government was even less forthcoming, and
by 2001 Washington had already written off Ashgabat and Turkmen oil and
gas, at least for the near term.

The Kazakh government’s unwillingness to neither firmly commit to nor
reject sending oil through the BTC pipeline became an important lever for
the Kazakhs to use in their relationship with Washington. By the late 1990s
most senior policy makers in Washington viewed Kazakhstan as the most
important state in Central Asia. The bilateral relationship was managed
through the Gore—Nazarbayev commission, which technically accorded the
Kazakhs the same level of access in the Clinton administration that the
Russians enjoyed through what began as the Gore—Chernomyrdin com-
mission, renamed with the appointment of subsequent Russian prime min-
isters. By contrast, the bilateral commission with Uzbekistan was set at the
level of the CIS coordinator, an ambassadorial appointment, and his Uzbek
counterpart was the foreign minister.>?

As democracy-building efforts were faltering everywhere in the region,
some prominent members of the Clinton administration felt that little would
be gained by pressing the Kazakhs too hard for what were increasingly
becoming much-needed political reforms. The potential costs of doing so
were made clear during Albright’s April 2000 trip to Kazakhstan, which
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turned into a diplomatic embarrassment when President Nazarbayev
answered her public criticism of his domestic policies with an equally pub-
lic and highly critical interpretation of the history of U.S. race relations.

The growing sense that these states were failing at political institution
building further strengthened the position of those in the policy-making
community who argued that Washington had to put security concems at the
top of the agenda. The United States had already successfully done this
with regard to Kazakhstan. The cornerstone of U.S.~Kazakh security coop-
eration was a seven-year agreement signed in December 1993 to destroy
Kazakhstan’s nuclear silos, in which the United States helped facilitate the
return of Kazakhstan’s inherited nuclear arsenal to Russia.’® By 1995, all
nuclear warheads had been returned, and 147 missile silos had been
destroyed.>*

The U.S. military presence in the region began to grow in 1999, and
U.S. military assistance increased sharply in 2000 and 2001. Cooperation
with the United States and the North Atlantic Treaty Organization (NATO)
was already the most effective way for these states to modernize their mili-
taries. But the United States and other NATO countries did not consider
funding the rapid entry of the Central Asians into a global security system
a priority. The focus of NATO expansion lay elsewhere, well west of the
Urals. Even the most vigorous Pentagon defenders of increased engagement
with the Central Asians were unwilling to push for anything more than a go-
slow process with these states, in which U.S. military reforms would take at
least one or two generations to complete.

The Central Asian states joined NATO’ Partnership for Peace (PFP), and
all fell under the operational control of the U.S. Central Command (Cent-
Com).>> Its commander-in-chief, General Tommy R. Franks, visited the
region in September 2000 and then again in May 2001. U.S. interest in the
region was also marked during the command of his predecessor, General
Anthony Zinni (August 1997-August 2000), but it proved difficult to trans-
late this high-level interest into improved delivery of U.S. and NATO mili-
tary assistance to these countries. There were problems of coordination
between CentCom and U.S. military officials with responsibility for PFP, as
well as between the various NATO nations seeking to assist the Central
Asian states. All this was further complicated by the difficulty of getting the
Central Asian states to work in concert. In short, there was no single West-
ern plan, and no shared view of regional imperatives by the states whose
militaries needed to be reformed.
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Uzbekistan, Kazakhstan, and Kyrgyzstan were all active members of
NATO’ Partnership for Peace and participated in regional cooperation exer-
cises with the United States annually. The United States initially planned to
form a single regional peacemaking force, Centrasbat, to be dispatched in
some distant future in the event of ethnic conflict. But in the U.S.-led train-
ing exercises held in the region in 1997 and 1998, the various Central Asian
militaries competed against each other to such an extent that following
these exercises U.S. assistance to the Central Asian states became more bilat-
eral in focus. But this contributed only marginally to better coordination of
U.S. military assistance and did nothing to better rationalize the assistance
being offered by other NATO states.

Uzbekistan was emerging as the most important U.S. security partner in
the region, though still not a major one. Nonetheless, U.S. policy makers
realized that they might need to call on Tashkent for strategic support, espe-
cially given the now recognized security threat posed by Al Qaeda camps in
Afghanistan. In May 1999, the U.S. Department of Defense and Uzbekistan’s
Defense Ministry signed two different cooperative agreements. The U.S.
officials stated that they had no interest in gaining basing rights.’® But in
2000, the United States made use of the provisions of these treaties to deploy
unmanned Predator drones equipped with missiles into Afghanistan to try
to kill Osama bin Laden.>” In addition, U.S. Special Forces conducted a
training mission in Uzbekistan, and in August 2001, a small group of U.S.
Special Forces was also sent into Tajikistan as part of an anti-Taliban oper-
ation.”® Washington was already looking to the Central Asian states to help
it close serious security gaps, but the scale of U.S. military engagement in
the region was designed to begin a long-term reform process and only make
marginal contributions to improving the current security environment of
these states.

Near Neighbors and Big Hopes

While geography is a constant, history defines and redefines how we under-
stand geopolitical divisions. Many of Central Asia’s nearest neighbors saw
the collapse of the Soviet Union as an opportunity to regain historic advan-
tage and expand their geopolitical reach through exerting disproportionate
influence on these five newly independent states. But most exaggerated
how much benefit their influence would bring, and underestimated the
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reluctance of Central Asia’s leaders to have their foreign policies shaped by
external forces.

Turkey: Hoping to Play a Guiding Role

Turkey and Iran both viewed the creation of independent states in Central
Asia as offering them enormous opportunities for expanding their geopo-
litical influence. Ankara and Tehran saw little downside to granting inde-
pendence to the Central Asian states. Leaders of both countries were eager
to use arguments of historical and cultural affinity to advance their eco-
nomic and geopolitical interests.

The Turks fared much better in this than the Iranians, becoming a more
important economic partner for these states. This was partly due to strong
U.S. support of their efforts, combined with Washington's assiduous efforts
to isolate Tehran. Turkey also had the stronger economy, and Turkish busi-
nessmen were eager to invest in projects in Central Asia. They were also not
as daunted by corruption as many of their U.S. and European counterparts
and in particular sought a foothold in the region’s construction industry,
food processing, and textiles.

Turkey’s president Turgut Ozal (1989-1993) was an especially strong
supporter of partnering with the newly independent Turkic states
(Azerbaijan, Kazakhstan, Kyrgyzstan, Turkmenistan, and Uzbekistan) and
gathered the leaders of these states for a series of summit meetings, which
he hoped would lead to a more formal organization. The first such meeting
was held in Ankara in 1992, and Ozal also made a well-publicized trip to
the region in 1993. After Ozal’s death, President Suleiman Demirel contin-
ued the initiative, holding summits in 1994, 1995, and 1996 and traveling
to the region in 1996. His successor, Ahmet Necdet Sezer, held a summit for
the Turkic presidents in 2001. The Central Asian leaders also frequently vis-
ited Istanbul and Ankara, and several were rumored to use the intermedi-
ary services of Turkish businessmen to help them develop their personal
fortunes. These ties were especially important for the Turkmen president,
who used Ahmed Calik, head of Calik Holdings, to market substantial
amounts of Turkmen fine cotton and other commodities. There are also
rumors of the Karimov family using connections in Turkey as well, as appar-
ently did Nazarbayev in the period immediately following independence.

The Turks, who never ruled in Central Asia, still see themselves as nat-
ural leaders in the region. The Turkish government and private benefactors
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in Turkey offered scholarships to tens of thousands of students from the
region.> Turkish educators offered technical and financial support for
replacing the Cyrillic alphabet with the Latin one that is used in Turkey, and
Turkish media made television programs available at preferential rates.®
U.S. policy makers approved of and occasionally helped fund these efforts,
which were seen as diminishing the role of Russia and thus strengthening
the independence of these states.

Nonetheless, as the 1990s advanced, the Central Asian leaders under-
stood the limitations to Turkey’ international influence. While all were
eager to keep Turkey as an important partner of their respective states, they
were not willing to grant the Turks a role as mediator. Most believed that one
big brother had been enough.

Relations with Russia were a complicating factor for all concerned.
Russian policy makers did not want to see the Central Asians trade Moscow
for Ankara (or worse yet, for a partnership with Ankara and Washington)
and put considerable pressure on the region’s leaders to keep a balanced pol-
icy toward Turkey—a policy in which relationships with Ankara were not
at the exclusion of older and more traditional friendships. The Russians
also put considerable pressure on the Turks to keep their proper place,
pressure that Ankara could not ignore because the turnover of trade between
Turkey and Russia was larger than between Turkey and all the Central Asian
states combined.

Iran: Geopolitical Ambitions But Little Success

Central Asia’ leaders were committed to making up their own minds about
whom to be friends with and whom to shun and were unwilling to give
either Moscow or Washington veto power on these issues. All five Central
Asian states established diplomatic relations with Tehran, but Iran has faced
an uphill battle in obtaining what it sees as its natural geopolitical role in
Central Asia. For the last several hundred years, the Turks have generally
overshadowed the Persians, and the ideological nature of the Iranian regime
further disadvantaged Tehran in its dealing with Central Asia’s secular elite.

The Iranian leadership has consistently maintained that its interests in the
region are those of a traditional nation-state. They have sent ambassadors to
the region with secular backgrounds who have emphasized the commercial
aspects of their diplomatic missions. Iranian officials have by and large man-
aged to convince the Central Asian leaders that Iran’s Islamic revolution
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poses no direct threat to them. Kazakhstan and Turkmenistan have not been
willing to endorse Washington’s oil and gas pipeline strategy that bypasses
Iran. Turkmenistan is shipping gas through Iran and would like to be able
to obtain international financing to ship even more gas along that route,
while President Nazarbayev regularly reafirms Kazakhstan’ interest in even-
tually shipping part of its offshore oil to market through a new pipeline that
linked these fields with Iran.

Only Uzbekistan’s Islam Karimov continues to remain suspicious of the
motivations of Tehran’s rulers. From the Uzbek perspective, Iran, unlike
Turkey, has the capacity to upset the power balance in the region in a num-
ber of negative ways: by serving as a champion of religious values, by favor-
ing the interest of Tajiks, with whom they share a cultural heritage, over
Uzbeks, and by generally overshadowing Uzbekistan, a country with whom
they are practically neighbors. Although Karimov has kept his country’s
relationship with Iran more formal than friendly, Tehran is an important
trading partner for Tashkent, buying up cotton that does not go to Russia.

There is little religious affinity between Shia Iran and Sunni-dominated
Central Asia. None of the Central Asian nations have Shia Muslim popula-
tions, with the exception of Tajikistan’s minority Ismaili population, who live
in the isolated Badakhshan region and are not recognized as true Muslims
by the Shia Twelvers of Iran.®! Tajikistan’s ruling elite was suspicious of the
Iranian actions during the civil war, because of the close ties to Tehran of
several in the leadership of the Islamic Renaissance Party. Many of these con-
cerns faded after the Iranians used these relationships to help negotiate
Tajikistan’s national reconciliation agreement.

Since the mid-1990s the Iranians have enjoyed a close relationship with
the government of Tajikistan, whose population speaks an Iranian dialect
that is very closely related to the Persian spoken in Iran. The government
in Tehran has served as a source of cultural and educational materials, espe-
cially for the revamped Tajik education system, which is shifting from writ-
ing Tajik in Cyrillic to Arabic characters.®

Turkmenistan is the only Central Asian state to share a border with Iran,
and its dependence on transit through Iran has helped foster close ties
between Ashgabat and Tehran. But economic relations between these two
states are not as close as either side had hoped, because U.S. sanctions
against Iran thwarted a planned Turkmen-Iranian—Turkish pipeline to market
Turkmen gas. Iran’s inability to obtain international financing for a pro-
posed $2.5 billion pipeline that would carry 30 billion cubic meters meant
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that the Turkmen had to settle for a $190 million pipeline that ran from
Korpedzhe to Kurt-Kui and had an initial capacity of 4 billion cubic meters,
This pipeline was completed in December 1997 and now carries over 6 bil-
lion cubic meters per year.®> Because the Iranians have the least valuable sec-
tor of the Caspian, their only real hope of receiving substantial new income
from Caspian oil and gas would be from its transit. In general, Iran’s initial
high hopes of benefiting from improved transport and communication
routes through Central Asia were not realized.

India and Pakistan: Biding Their Time

India and Pakistan also welcomed the independence of these states. The Cen-
tral Asian states sought close diplomatic relations with both these states, but
they looked to India with particular interest. All of Central Asia’s leaders are
aware of the economic and geopolitical power that New Delhi would come to
exercise as its economy continues to grow, and so visits to the region by senior
Indian political figures have been treated as occasions of particular note.%

India was a high-profile state in the region well before independence
because of its long-standing special relationship with the Soviet Union.
Tashkent was an Aeroflot hub, and India even had a diplomatic presence in
the region, giving them a real leg up had they wanted to take advantage of
it. But from the point of the Indians, the Central Asian market is still small,
and the difficulties of working in it are magnified by the transport and polit-
ical problems associated with moving goods across Afghanistan and Pak-
istan, respectively. The Indians had virtually no control over the former,
and easy access to Central Asia’s markets was of such marginal importance
as to almost be disregarded in the Indian calculations concerning their rela-
tionship with Pakistan.

By contrast, Pakistani leaders initially viewed trade with the Central Asian
states as a partial solution for their own serious economic problems. They
had vain hopes that the revitalized Economic Cooperation Organization
(ECO) could serve as an effective instrument for creating multilateral proj-
ects encouraging economic ties. This was a goal that they shared with the
government in Tehran, where ECO was headquartered.®’

Many in Islamabad also hoped that the promise of new transit routes
across Afghanistan could become an effective incentive for all parties in
Afghanistan to come up with a workable power-sharing formula. Quite
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obviously, even more powerful interests in Pakistan were at work pushing
for a Taliban victory, which they saw as opening the same commercial
prospects and having desirable domestic consequences. More moderate
Pakistanis saw India as the market at the end of these new commercial
routes, which would be unobtainable if Pakistani Islamists pressed suc-
cessfully for a Taliban victory, and so sought to use these commercial oppor-
tunities as an incentive to dissuade fellow Pakistanis from pursuing such
extremist politics. Although there were a few optimistic peaks in
Indian—Pakistani relations in the 1990s, the goal of opening trade between
the two countries remained an elusive one.

As was true of the Indians, Pakistani entrepreneurs found doing business
in Central Asia more difficult than anticipated, and both Indians and Pak-
istanis found it difficult to apply lessons learned at home to the Soviet-style
economies that were being transformed in these countries.

The Middle East: Disappointing Co-religionists

At the time of independence, there was considerable expectation that the
leading Islamic states, especially the Arab states, would play a large role in
Central Asia. Their role too has proved to be much smaller than many
expected, although all five Central Asian states eventually joined the Orga-
nization of the Islamic Conference (OIC).°® The Caspian market simply
proved too small and unattractive for most businessmen in the wealthier
Muslim states. The economies in these countries have been generally less
vigorous than local economists had forecast, which reduced the amount of
investment capital available to mid-size entrepreneurs. Those with large
amounts of capital to export have generally had far more attractive oppor-
tunities than investments in Central Asia. Small- and medium-sized entre-
preneurs from the Gulf states, in particular, have gotten involved in the
region, and trade originating in and through the United Arab Emirates has
played an important role in helping Central Asian entrepreneurs to acquire
capital.

Ties with the Arab world have also had a strong imprint on the religious
life of the Central Asian states, although much less so than Saudi Arabian
philanthropic organizations, in particular, would have liked. Much of the
money for building hundreds of large mosques and religious schools in
Central Asia has come from abroad, mostly from the Arab world, but also
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from religious groups in Turkey. At first, virtually all such contributions
were welcomed by Central Asia’s rulers, but with time, and particularly
from 1999 on, they became concerned with regularizing the influence of for-
eign Islamic missionaries and restricting their activities exclusively to offi-
cial channels, which would allow the respective Central Asian governments
to better control the money spent for religious purposes.

The presidents of all five Central Asian countries accept that they are rul-
ing over large communities of Muslim believers, and each realizes that he
must try to make himself credible to believers. All have traveled widely in
the Arab world, and Kazakhstan’s Nazarbayev and Tajikistan’s Rakhmonov
have traveled to Saudi Arabia, generally fulfilling some of the rites of pil-
grimage during their visits.®’ The annual pilgrimage to Mecca is observed
with official involvement in all the Central Asian countries, and the privi-
lege of organizing pilgrimage tours is a major source of income for clerics
who enjoy their regime’s favor.

At the same time, in contradictory fashion, one Middle Eastern state has
begun to play a much larger role than was initially expected. Despite the fact
that some of their Arab supporters disapprove, the leaders of Kazakhstan,
Turkmenistan, Uzbekistan, and Kyrgyzstan have all traveled to Israel, in
part to court potential investors.®® As the home of tens of thousands of Jews
who left Central Asia beginning in the 1970s, Israel has become a major
source of capital in a number of these countries. For example, Israel’s
Merhav Corporation has invested more than $1.3 billion in Turkmenistan’s
economy, mainly in the energy sector.®® In Kazakhstan, Aleksandr Mashkevich
and his Eurasia Group are prominent in the country’s mineral sector, and
Mashkevich’s organization of the Jewish Congress of Kazakhstan has played
an important bridging role between Kazakhstan and the American Jewish
community.”

Unlike their occasional opposition to the opening of new mosques, the
region’s rulers have supported the opening of synagogues and Jewish cul-
tural centers, because the region’s Jewish population is law abiding, small in
number, steadily diminishing, and therefore poses no threat. Moreover, the
relationships being forged with Israel also often serve Russian interests in the
area, as some of the investors from Israel are deeply involved in the Russian
economy as well. The good relationship between most Central Asian lead-
ers and the Israeli government, however, has done little to slow the pace of
Russian Jewish outmigration from the region.
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Cautious Probes by European and Asian Friends

Despite high levels of interest and close proximity, Turkey, Iran, Pakistan,
and even the countries of the Middle East were never as influential in Cen-
tral Asia as were Western Europe, Japan, and Korea. Only entrepreneurs
from the latter groups of states had the capital and technical expertise nec-
essary to turn the Central Asian economies around. Although none of the
highly industrialized countries placed real priority on Central Asia, they
nonetheless began to collectively dominate the economies of these states.
Most of their influence has come through the operation of the various inter-
national financial institutions they support: the World Bank, the IME, the
EBRD, and the Asian Development Bank (ADB).”! National foreign assis-
tance programs have also been very important, offering loans, grants-in-aid,
and lines of credit to the five Central Asian states. In the case of the needi-
est of these states, Kyrgyzstan and Tajikistan, international donor groups
have been formed to coordinate this assistance.

The Japanese have played a major role in Kyrgyzstan and have been a
principal international donor for its reconstruction program. Japan (directly
and through the ADB) has played a large role in the modernization of
Kyrgyzstan’s transportation sector. The Japanese sometimes say that their
interest in Kyrgyzstan and Kazakhstan comes from the physical resemblance
between Kazakhs and Kyrgyz and the Japanese, but the strategic resources
that these states have are even more important. The Japanese joke is that
they were aiding the Kyrgyz because they felt an ethnic affinity because
some of the communities that form part of the Japanese people are said to
have initially come from the same part of the Siberian landmass as the early
Kyrgyz. Japanese enthusiasm for the Kyrgyz waned, however, after a group
of Japanese geologists were taken hostage in the mountains of Kyrgyzstan
during summer 1999, and the Japanese government was rumored to have
paid several million dollars to obtain their release.”? This led to a brief
Japanese withdrawal from the assistance business in Kyrgyzstan, but they
were back as a major donor by 2001.

The South Korean government and Korean investors took a keen inter-
est in Central Asia because of the ethnic Koreans who live in the region.
Korean industrialists have made use of local Koreans as intermediaries
and by doing so have improved their relative status throughout Central
Asia.



80 | The Geopolitics of Central Asia prior to September 11

The most important Korean investment in the region is that of Daewoo,
which invested a total of $1.4 billion in making automobiles in Uzbekistan
for sale throughout the region. The Daewoo factory depends on components
made in neighboring states, so these cars have preferential tariff status in
most Central Asian countries as products of joint ventures. After a relatively
strong start, the project ran into difficulties—some the result of Daewoo’
own diminished position following the Asian meltdown of 1998, and oth-
ers caused by toughening terms of trade relating to the project introduced
by the Uzbeks in 2000.

For their part, the Central Asians are very pleased by the interest shown
in their countries by Japan and Korea, in particular, as well as the smaller
scale involvement of firms from Singapore, Malaysia, and Indonesia. Such
activities help cement the idea—most forcefully argued by Kazakhstan's
President Nursultan Nazarbayev—that this region is the future bridge
between Europe and Asia.

Particularly in the early years of independence, Germany played a very
active role in Kazakhstan and Kyrgyzstan, because of the presence of a large
ethnic German population, who had been deported from the Volga region
(where they had lived for nearly 200 years) at the start of World War II.
According to German law, this population was eligible for repatriation to
Germany.”> After German reunification, it became increasingly difficult
financially for German authorities to continue to absorb the cost of repatri-
ating ethnic Germans from the former Soviet Union, and so they began tar-
geting investments that would simultaneously create employment
opportunities for this population and improve the local economy more gen-
erally, in the hopes that this would encourage the Germans to stay. However,
these investments did little or nothing to slow the departure of the region’s
German population.

One important collective effort of both the Europeans and the Asians has
been to support improving transportation links through the region that
bypass Russia. The EBRD is an important source of funding for Traceca, the
new Europe-Caucasus-Asia transport corridor project, which envisions a
new system of trade routes from Europe, across the Black Sea through the
Caucasus and Caspian Sea to Central Asia. Slow but steady progress is being
made on the project, which consists of building new connections and
iImproving existing transport links. When this is completed, transit time from
China to Europe will be cut by several days. The main driving force for
Traceca is the European desire to take advantage of the growing Chinese
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market and to serve the developing market in the Ukraine and the Caspian
states, allowing European goods to substitute for Russian ones. The slow
pace of this project allows the Europeans to stage their investment accord-
ing to how market conditions develop and to keep the project on a back
burner if market recovery slows and conditions of turmoil develop. Europe
already is an important trade partner for the Caspian states, but the volume
of trade is quite small by European standards. Similarly, the ADB is also
investing in transportation improvements in the region.”

In the end, however, oil and gas (and to a lesser extent other mineral
deposits) stimulate much of the European and Asian interest in the region.
BP has been a major investor in Azerbaijan and initially had a major stake
in Kazakhstan. British Gas was a partner in Kashagan, Kazakhstan's largest
gas field, from 1997 when the production-sharing agreement for the site was
signed, until April 2005, when it sold its stake to the Agip KCO consortium,
the site operator. Both France’s TotalFinaElf and Italy’s Agip (which was
incorporated in Italian state energy firm ENI, adopting the ENI name in June
2004) have large stakes in Kazakhstan; Agip/ENI was named operator for
the Kashagan field in 2001. The Chinese state oil firms have considerable
holdings in Kazakhstan and are pushing forward with plans to pipe Caspian
oil eastward across Kazakhstan to their refineries. The Japanese, via Inpex,
a stakeholder in Kashagan, are also engaged.” Western firms like the U.S.-
based Newmont Mining have been involved in exploiting Uzbek gold,
namely from the Muruntau mine, the world’s largest open pit gold mine.
Both British and French banks are agents for the sale of that country’s con-
siderable annual gold output.’®

The Central Asian states have tried to parlay their economic ties to
Europe into membership in a variety of European and Asian institutions. All
are members of the OSCE. Kazakhs are also engaged with the European Par-
liament, which like the OSCE has been quite critical of political develop-
ments in Kazakhstan. In fact, the OSCE has condemned a whole host of
political developments throughout the region, rarely with much conse-
quence. Although the Europeans often pay lip service to the importance of
democracy building in this region, commercial politics drives their behav-
ior even more forcefully than Americans’.

The British feted Kazakhstan’s Nursultan Nazarbayev, and in November
2000, Queen Elizabeth 11 awarded him the Order of the Knight of the Grand
Cross of St. Michael and St. George at the very time that the international
press was filled with accounts of the offshore holdings of the Nazarbayev
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family and the U.S. Department of Justice was investigating allegations of
wrongdoing by American oil companies engaged in Kazakhstan.

In a decade of independence, Central Asia’s rulers traveled much of the
world, toured European and Asian capitals, and accumulated honorary
degrees, awards, and prizes. But despite these travels, by September 11 none
had managed to carve out a set of enduring alliances or a role for himself or
his nation that had more than a tentative quality. Perhaps most or even all of
these men were satisfied with what they and their various foreign ministers
had managed to achieve, for despite the potential impermanence of their new
international positions, to enormously varying degrees, each had become a
global actor, something that was beyond his wildest expectations in Decem-
ber 1991.
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Meeting Social and Economic Burdens

M ost of the bleakest predictions involving the future of the Central Asian
states assumed that these governments would be unable to meet the
social burdens posed by their populations, causing public dissatisfaction
that would undermine political stability. This chapter examines the social
and economic challenges that these countries face, the risks that the chal-
lenges pose, and whether developments subsequent to September 11, 2001,
have reduced those challenges.

From the late 1990s observers of the region began warning that growing
unemployment, increasing poverty, and fraying health-care and education
systems (especially in densely populated rural areas) were making most of
the Central Asian region vulnerable to ethnic conflicts, the spread of radi-
cal ideologies, and general social upheaval.! Prior to September 2001, the
international development community placed no priority on responding to
these mounting problems. Money was generally available to study the prob-
lems in this region, but the amount of assistance money available to help
these states respond to these challenges was generally declining. As already
noted, the one exception was in the area of security, where U.S. and other
NATO funding was increasing.

Few donors, however, seemed inclined to substantially increase assis-
tance in the area of political and economic institution building. Few outside
observers saw much evidence to suggest that the governments in the region
would substantially alter their policies, and most saw substantial increases
in allocations as “throwing more good money after bad.” Nor was there any
particular sense of alarm about this. Western aid circles showed no interest
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in examining the assumptions that underlay the allocation and distribution
of foreign assistance to try to better effect outcomes in this regime.

In fact, there was initially a great deal of pessimism about the economic
prospects of the Central Asian states and real uncertainty as to what kinds
of developmental strategies were appropriate for them. Despite their rel-
atively well-educated populations, the heavily resource-based nature of
their economies led many to view these republics as underdeveloped,
mirroring the Russians’ view of the “backwardness” of Central Asia. But
fears that these states would fail in their transitions to market economies
began to be replaced with far more optimistic projections when several
states reached out for international expertise. Kyrgyzstan’s leaders agreed
to turn their country into a virtual guinea pig of reform, while Kazakhstan
seemed set on an ambitious privatization program. Even Uzbekistan
appeared to be seriously flirting with measures that, if pursued, would free
up its economy.

But within a few years, pessimism again slowly set in, as states like
Uzbekistan and Turkmenistan rejected all meaningful international direction
and the distortions of Tajikistan’s economy remained almost unmediated
despite considerable international engagement. Even in Kazakhstan and
Kyrgyzstan, considered relative success stories, the lack of transparency was
fueling a disproportionate shift in assets to the ruling families and their
closest supporters, setting limits on further reform.

Although many regional experts were preaching doom and gloom about
what might lie ahead, most developmental economists were not panicking
about the situation in the region, not because things were going so well, but
because they were not going as poorly as in other places, such as many
parts of Africa.? To be sure, the percentage of the population generally
accepted as living in poverty had increased, but there were no reports of
famine anywhere in Central Asia. However idiosyncratic the state-building
strategies of some of these states may have been, none seemed about to
implode from within. And although tensions along selective borders were
increasing, increased technical assistance targeted for border security
seemed likely to diminish the prospect of interstate conflict.

Given this scenario, prior to September 11, Western policy makers may
not have liked the decision-making frameworks with which the leaders in
the Central Asian states seemed most comfortable—a universally high tol-
erance for corruption accompanied in some cases by a tortoise-like pace of
reform. Yet the aid and assistance industry did little more than merely
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criticize the way that the Central Asian regimes were implementing the
internationally sponsored reform programs was not possible.

Some Western specialists even began echoing of the arguments of Cen-
tral Asia’s leaders: These countries were not really ready for economic and
certainly not political reform, given their long experience under the Russian
and Soviet colonial yoke.> These versions of the past were no less simplis-
tic than the earlier sociological and historical renderings of Soviet scholars,
long mocked by the very Western analysts who were now content to hide
behind their own historical claptrap.

Evidence that got in the way was conveniently forgotten, such as the fact
that Kazakhstan and Kyrgyzstan were outperforming Russia in many macro-
economic indicators. Kyrgyzstan was the first post-Soviet state to engage in
financial restructuring, and Kazakhstan had the strongest banking sector in
the Soviet successor states. Both countries had introduced private ownership
of land, albeit with some restrictions, and both had reorganized pension sys-
tems, health-care systems, and education systems to make them financially
self-sustaining. But making them self-sustaining was not synonymous with
maintaining the same standards of living that those who are dependent
upon the social service sector for their survival had enjoyed during the
Soviet era.

Despite their areas of economic accomplishment, however, Western
observers frequently were unwilling to hold any of the Central Asian nations
to the standards that were applied to the countries of Central Europe. The
former were allowed to hide behind a curtain of Asianness and excuse fail-
ures through their lack of a history of prior statehood. After September 11,
the international community began to revisit some of their earlier assump-
tions about Central Asia, questioning whether their passivity in the face of
faltering economic and political reform strategies was creating previously
uncalculated security risks.

This reevaluation has not produced any particularly dramatic results. Some
additional assistance money has been made available to states that demon-
strate their reform-mindedness, but no untoward pressure has been applied
to states that do not seek to comply with recommended guidelines. Although
the international financial community is much more concerned with the
problem of debt relief in this region than it was a few years ago, the earlier
models of reform have not been subject to any thorough reexamination.

While foreign policy makers may not feel that conditions in Central Asia
warrant their immediate attention, Central Asia’s citizens find little
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consolation in knowing that things will have to get a lot worse before the
outside world devotes focused attention to trying to make them better.

Uzbekistan, Kyrgyzstan, and Tajikistan all meet many of the World Bank’s
criteria for low-income countries under stress. Although Turkmenistan’s
government reports average wages and per capita gross domestic product
(GDP) that are high enough keep them off the list of troubled states, these
official statistics are highly dubious. Oil- and gas-rich Kazakhstan is the
only potential success story in the region, but even it is underperforming,
a point reinforced in a 2002 World Bank study on the impact of systemic
corruption on the Kazakh economy.*

Who is to blame for the disappointing performance of many of these
states? Is it the leaders who failed to follow the advice of the international
community, and either rejected the macroeconomic stabilization programs
proposed to them or failed to implement them in a conscientious enough
fashion, closing a blind eye to the corruption that surrounded them? Or is
it the fault of the international financial and assistance community who
dashed into a region they knew little about with many preformed assump-
tions about how best to move these societies from point A to what the out-
side world saw as the desired point B? The following chapter details how
economic policy has been implemented in these states since 2001.

Is Kazakhstan an Economic Success?

Kazakhstan should have the brightest future in Central Asia, because of its
vast natural resources and human potential and because it has gotten right
some of the economic decisions made over the past decade.

Kazakhstan has experienced one of the most rapid recoveries from the
economic collapse caused by the demise of the USSR. Although its GDP had
not yet recovered to pre-1990 levels, Kazakhstan had begun to experience
steady growth by 2004, and its average per capita income rose to $1,780 in
2003, making it second only to Russia in the Commonwealth of Indepen-
dent States (CIS).> Kazakhstan fared far better than Russia in 1998 and was
able to contain fairly successfully the impact of the Russian and Asian finan-
cial crises that occurred that year. In recent years, the value of the local cur-
rency has held relatively stable, and the Kazakh tenge has effectively been
a freely convertible currency.® Kazakhstan has a strong national bank and
internationally rated private banks, led by Kazkommertsbank, which has
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entered the list of the world’s top 1,000 banks.” All banks have to adopt
international banking standards, including the risk-weighted 8 percent
capital-adequacy ratio set by the Bank for International Settlements. The
scheme has cut the number of banks from 130 in 1995 to 35 in 2004, of
which 16 are in a National Bank of Kazakhstan-sponsored deposit insurance
scheme.® Public savings amounted to 9.0 percent of GDP by final use in
2003.°

The country has a functional stock exchange, whose regulations are mod-
eled after those of the U.S. Federal Exchange Commission, but which suf-
fers from a paucity of blue chip stocks being traded.! The stock exchange
is held back by modifications in the government’s timetable for privatization
of the country’s largest and potentially most profitable state-owned enter-
prises. The Kazakh government is also reconsidering its earlier decision
that all state assets should be eventually turned over to private ownership
and is contemplating whether some of the oil and gas reserves in particular
should remain in permanent public trust.

Privatization of small and medium-sized enterprises is virtually com-
plete, but the process by which this occurred was semitransparent at best.
Currently, the private sector employs approximately 50 percent of the pop-
ulation. Agriculture remains a mainstay for over 40 percent of the popula-
tion in rural areas. Although agriculture provides employment for 35
percent of the total population, it accounts for only 7.7 percent of
Kazakhstan’s GDP.!! Private ownership of agricultural land was introduced
in Kazakhstan in June 2003 over the objections of most of the Kazakh pop-
ulation, who view it as violating the traditions of their former nomadic cul-
ture. The land law, which contains many caveats as to who can own land
and how much they can own, sank the political career of Prime Minister
Imangaliy Tasmagambetov, who was dismissed after a parliamentary vote of
no confidence on this question.!? The performance of the agricultural sec-
tor has improved in the last few years but still requires substantial invest-
ment, especially if independent farming is to survive. Right now the biggest
beneficiaries of the new land law are successful industrial entrepreneurs
who are buying up land to engage in agribusiness.

The Kazakhs reformed their tax structure and increased its tax collection
rates. They reduced value-added tax (VAT) and mandatory social service
payments to a manageable 15 percent and 7-20 percent range, respectively,
as a result of reforms introduced in 2003.13 At the same time, there is also
growing concern that further reforms to the tax system could leave foreign
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investors vulnerable to having existing contracts renegotiated and their total
tax burdens increased.

The Kazakhs reorganized the pension system, introducing new state and
private pension plans, and are in the process of reforming the old state-funded
health-care and education systems to put them on sounder financial footing.'*
These changes, combined with the unexpectedly high prices of oil, have led
Kazakhstan to go from budget deficits to a small budget surplus in 2002, to
a tiny deficit in 2003, and to projected small surpluses through 2006.1>

Although currently considered a low-end, medium-income country,
Kazakhstan has the capacity to develop a strong economy and already has
the fastest growing GDP in the region, in both percentage and real terms.!®
Not all of this can be explained by high global oil prices and increased pro-
duction. The country’s real GDP growth in 2003 was 9.2 percent.!’
Although the energy sector made the largest contribution to the budget in
2002 (accounting for 33 percent of total revenues), it has not yet over-
whelmed the other sectors of economy.!®

Kazakhstan's Oil Sector

Most of Kazakhstan's hopes for the future rest with the development of its
oil and gas assets. Kazakhstan currently produces just over 1 million barrels
a day, but U.S. government projections expect the country to produce 8 mil-
lion barrels a day by 2020.° Even recognizing that much could still happen
to delay or even derail some of the plans for developing Kazakhstan’ oil sec-
tor, the country is certain to be a significant oil producer in the second and
third decades of the twenty-first century.

Kazakhstan anticipates a total investment of $52 billion in its oil and gas
sector by 2015.2° Initially the Kazakh government saw foreign investment
as the sole way to fund the development of its oil reserves. But as Kazakh
officials gained a greater realization of how the global oil industry operates,
they demanded a larger share of the ownership of assets, in existing as well
as in new projects, and pressed investors for a greater role in determining
the speed and conditions of asset development.

The Kazakh government issued new guidelines in a state program for
development of the Kazakh sector of the Caspian Sea. The new regulations
for the sale of licenses for the development of untapped onshore and off-
shore reserves now stipulate a requirement of 50 percent Kazakh ownership
of the project, either in the form of partnership with a private Kazakh firm
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or with the Kazakh state oil company.?! The government also increased
pressure on consortium members in both the TengizChevroil and Kashagan
projects to renegotiate loopholes and other terms of their contracts, at the
very time when Kazakhstan’s three largest projects are increasing or at least
gearing up for production.

Starting in 2002 there has been a lot of talk by senior government offi-
cials about the need for rebalancing oil contracts. In one often-quoted
address, Kazymzhomart Tokayev (who served alternatively as prime minis-
ter, state secretary, and minister of foreign affairs during this period) talked
about how this was fair recompense for Kazakhstan’s support of the United
States in the war on terror. This comment created a furor and led President
Nazarbayev to issue a series of statements in which he tried to reassure
Kazakhstan’s foreign investors that the terms of the existing contracts would
not be renegotiated. However, the Kazakhs went so far as to demand the
right to purchase a share in the consortium developing the Kashagan field,
threatening changes in the legal system that would effectively force changes
in the terms of the existing contract had the consortium developing the
field continued to refuse them.

Although the Kazakhs seem to understand the subtleties of the shifting
geopolitical sands, it is less clear that they understand the potential fragility
of such leverage. Oil prices vary sharply from year to year, and oil from
Kazakhstan’s offshore deposits is technically challenging to extract and
expensive to transport, given the distance to open seas. Companies that
have already committed vast resources to projects in Kazakhstan will cer-
tainly show real staying power, even if the conditions of developing their
assets become more difficult, but new capital must be attracted if the Kazakh
government is going to reach its investment targets. Projects in Kazakhstan
will compete with those in other countries where there may be higher pro-
jected returns on investment or easier working conditions. When Western
oil firms were first drawn to Kazakhstan, it was nearly impossible for them
to do business in Russia or begin new projects in Libya, Iraq, or Iran, all
countries where the investment climate might improve substantially.

Many in Kazakh decision-making circles are willing to take these risks
and trade a slower pace of development for increased Kazakh ownership.
Delays are easier to tolerate when oil prices are high, and existing produc-
tion yields good income streams. And Kazakh reformers, in particular, do
not mind slowing the income stream until there is greater legal transparency
in the Kazakh economy.
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Despite their new toughness, the Kazakh officials maintain that the gov-
ernment has become more investor-friendly. They point to the fact that in
February 2002, Kazakhstan’ oil industry was reorganized when the state ol
company, KazakhOil, was joined with the state oil transport company,
Kaztransneftegaz. They defend this reorganization as a way to bring new
professionalism to their activities. The new entity, KazMunayGaz, has also
become an advocate for greater Kazakh ownership, seeking to retain their
holdings while keeping supervisory responsibility for the investments in
which they partner.

Lazzat Kiinov, an oilman who had served as the governor of Mangistau
oblast, or region, was named KazMunayGaz’s first president, and
Nazarbayev’s son-in-law Timur Kulibayev (formerly of Kaztransneftegaz)
was given the number two post in the organization. > There was a further
reorganization in 2003, when Kiinov was replaced by Uzakpai Karabalin, a
change that seemed to further enhance the power of Timur Kulibayev in
particular, and the role of the Nazarbayev family in the oil industry more
generally.?> Some supervision of KazMunayGaz is exercised by the Energy
and Natural Resources ministry, which is headed by an atomic energy spe-
cialist, Vladimir Shkolnik, who serves as a spokesman for the industry,
defending the decisions that are made in KazMunayGaz and in the office of
the president.

On the positive side, the Kazakhs can point to improvements in the
transport situation. Kazakhstan inaugurated the Caspian Pipeline Consor-
tium (CPC) pipeline in late 2001, and the “quality bank” required to max-
imize Tengiz profits became operational in mid-2002. The first quality bank
to be created in the CIS, it provides compensation to the Kazakhs for the dif-
ferential value of their crude oil, which is higher than the value of the crude
mix that goes through the Russian-controlled pipeline.

Opening the CPC decreased export costs of Tengiz oil by roughly 50 per-
cent and created unused capacity for Russia’s Transneft, prompting Transneft
to offer Kazakhstan an increase in its annual export quota. Construction of
the Baku-Thilisi-Ceyhan (BTC) pipeline began in 2003 and is set to be com-
pleted in 2005.2* The BTC would allow the Kazakhs to transport up to an
additional 20 million tons of oil per year by tanker across the Caspian to
Baku. The Azerbaijan government has been lobbying the Kazakhs to take an
equity interest in the project, but to date the Kazakhs have resisted.

The improvements in prospects for the transport of Kazakh oil have fur-
ther emboldened the Kazakh government. The $3 billion second stage of the
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TengizChevroil project, which is designed to raise production to 440,000
barrels per day, was supposed to begin just after the CPC pipeline became
fully operational. The second stage of the Tengiz project was delayed until
late 2003 because of a dispute between the government of Kazakhstan and
the major consortium partners over the accelerated depreciation schedule
and the financing of the investment program. A settlement, which was
reached in stages, slows the pace of development in favor of producing
more tax income for the Kazakh government, which in turn has committed
to a more aggressive government reinvestment program in the project.?’
The threatening tactics used by the Kazakh government, which included
allegations of tax code and environmental violations by Tengiz consortium
members, served as a warning of the new toughness with which Western
investors would be treated.

This toughness was also applied to companies in the Agip KCO consor-
tium that is developing the Kashagan field. Unlike Tengiz, where the
Kazakhs have a 20 percent share in the consortium, the Kazakh government
sold its one-seventh share for $500 million in the fall of 1998 to cushion the
Kazakh budget from the aftershocks of Russia’s financial meltdown. Many
members of the elite were quite critical of this decision, arguing that gov-
ernment was selling its assets to foreigners too cheaply. As Kazakhstan’s
income from the project is to come exclusively from royalties and tax pay-
ments, this makes the timetable of production critically important to them.
The project was originally slated to begin production in 2005, but the com-
mercial development plan submitted by the Agip KCO consortium to the
Kazakh government in 2003 called for production to start in 2006, with the
first large flows of oil slated for 2008-20009.

This timetable was also seen as unrealistic by the consortium members,
who reached an agreement with the Kazakh government on a new produc-
tion schedule in 2004; the Kazakh government was to receive $150 million
in compensation for accepting a delay in the start of production until
2008.%° Initial output is to be 75,000 barrels per day, ramping up to 450,000
barrels per day.?” But having resolved the timetable issue to mutual benefit,
the Kazakh government put the consortium on notice in June 2004 that it
was interested in purchasing British Gas’s 16.7-percent stake in the
Kashagan project, which had become available the previous year. The gov-
ernment also made clear that it would not be deterred by the consortium
agreement, which gave project partners first rights to available stakes, an
option that the Agip KCO members had publicly announced their intention
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to exercise. As background noise, a group of legislators threatened that par-
liament would reexamine the entire consortium agreement because of con-
stitutional provisions governing government control of subsoil rights, which
they said the agreement could be considered as having violated. A com-
promise was reached in early 2005, where the Kazakh government would
purchase an 8.33 percent share for approximately $700 million.*8

Some of the increased assertiveness of the Kazakh government is part of
an inevitable learning curve that occurs in newly independent states. In the
early 1990s Kazakh officials understood little about how the international
oil industry worked and what kind of bargaining position the size of their
assets could gain them. The Kazakhs now view their economic potential in
new ways and are beginning to realize that nonrenewable resources have to
be treated with respect, precisely because they cannot be replaced.

The Kazakhs are also becoming more cognizant of the value of their gas
reserves; the oil in the Caspian shelf has considerable amounts of gas that
can be developed as the oil assets are retrieved. Some of the gas must be
reinjected into the oil deposits to maximize oil production, but excess gas
either has to be flared (which has ecological consequences for offshore
deposits) or captured, and this captured gas can be marketed. The Kazakh
government now estimates that Kazakh gas production could rise to 20.5
billion cubic meters per year in 2005 (up from 13.14 in 2002), to 35 bil-
lion cubic meters in 2010, and even to 70 billion cubic meters by 2015,
depending on how much of the Kashagan gas must be reinjected.

In addition, Kazakhstan has some giant fields, which are primarily gas
producers. The largest of these—the Karachaganak gas and gas condensate
field in the northwest corner of Kazakhstan—is also completing its second
phase of development, which has led to the doubling of condensate out-
put.?® The Karachaganak Integrated Organization has already invested $4
billion in the development of the deposit, and investments are now expected
to reach $16 billion over the next forty years, a considerable increase over
original figures.* In July 2003, the Karachaganak oil field, owned by the
same consortium, also began shipping its first oil along the CPC pipeline
through a newly constructed 600-kilometer linkup.

Some of Kazakhstan’s hopes in the gas sector rest with its improved rela-
tionships with the gas industry of Russia. Some Western energy observers
argue that the Kazakhs have given too great a role to the Russian state
monopoly Gazprom in transporting and marketing their gas, which will be
done through KazRosGaz, an equal-share joint venture between Gazprom
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and KazMunayGaz. KazRosGaz plans a sales volume of approximately 5
billion cubic meters by 2004.3! By agreeing to these terms the Russians
have agreed that Kazakh gas will be sold in the European market (a con-
cession that the Turkmen have failed to gain), albeit at a discounted pur-
chase price.>? It also guarantees the Kazakhs some market access at the
expense of competing Central Asian producers. The Kazakhs also hope this
will lead to greater cooperation with Russia on the processing and market-
ing of gas from the giant Karachaganak field.

Managing Windfall Profits

The oil and gas industry has soaked up over 80 percent of the investment
dollars coming into Kazakhstan since 1999, making the successful manage-
ment of energy income the government’s number one economic challenge.*?

A National Fund was created in 2000 to shelter income from taxes earned
through the sale of the country’s oil, gas, and other mineral resources.**
The fund is intended to help protect Kazakhstan from fluctuations in the
price of oil, gas, and other raw materials it exports. The income from the
investment is intended to be used to bolster the budget, including social ser-
vice expenditures and support for the country’s economic policy.

The creation of the National Fund is a small step toward transparency. Its
focus is limited, restricted to the management of tax generated from the sale
of resources. Fund managers have no say in the conditions governing the
production or sale of oil, which remains largely in the hands of the presi-
dent and his family, although, as noted, formal authority is divided between
various state agencies, including most prominently the ministry of energy
and natural resources and KazMunayGaz.

The management of the oil industry still provides many potential points
for siphoning off income. The Kazakh state oil company is subject to lim-
ited outside scrutiny, so they are able to write off very high management and
reinvestment costs with little consequence. This is also true of other state
enterprises managing natural resources, not only in Kazakhstan, but in
Kyrgyzstan and Turkmenistan as well. The selling and reselling of oil, both
for transport, and to “customers” who are little more than intermediary
purchase points, are both forms of transfer pricing and create opportunities
for those with ready access to Kazakhstan’ oil to profit from the difference
between the local purchase price and the world market price of oil. For
example, in 2002, Bermuda was Kazakhstan’s second largest trade partner,
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accounting for 20 percent of the country’s exports and virtually all of this
trade was oil sent out for resale and reshipment.>

Rumors hold that some of the money from this goes to the offshore
accounts of President Nazarbayev and his family, who have already been tied
to a number of offshore companies in ongoing bribery and corruption inves-
tigations into Kazakhstan’s oil industry.*® Despite the fact that documents
presented in a U.S. district court create a clear chain of transfer from U.S.
oil companies to Nursultan Nazarbayev and former prime minister Nurlan
Balgimbayev, the Kazakh government maintains that its president has never
personally profited from the country’s oil industry. After the Kazakh cor-
ruption scandal broke in New York City, the newly appointed prime min-
ister, Imangaliy Tasmagambetov, admitted the existence of a $1 billion secret
oil fund that had been deposited in Swiss banks in 1997.37 Kazakh author-
ities maintain that much of this money went to pay off pension arrears and
to support the national budget, and that the remaining $212.6 million has
been returned to the country’s new National Fund.>®

It is interesting to speculate where the money that was returned to
Kazakhstan actually came from, as most of the accounts referred to in the
indictments handed down in the U.S. Southern District Court in New York
City were frozen as part of the investigation. Tracking down the money
from Kazakhstan’s international oil transactions is probably an impossible
task, given the number of offshore companies involved in the oil trade.

And whatever the truth of the president’s own involvement, or that of the
former prime minister, many unsanctioned individuals clearly profited from
the large margin between the Kazakh internal and the world market prices.
The government’ periodic restriction on oil exports from Kazakhstan attest
to the illicit flow being only partly regulated by the president and his family.

Although the National Fund is not intended to address any of these prob-
lems, it does capture some of the income from oil revenue. But the makeup
of the National Fund, its relationship to the Kazakh government, and the
decisions that the government made about the use of the fund’s income
(which is largely being invested abroad) have all generated criticism from the
International Monetary Fund (IMF), as well as from a group of independent
experts with the Open Society Institute’s Caspian Revenue Watch.

The fund has been criticized within Kazakhstan as well, from those who
hoped the Fund money would be directly invested in the country, either
through funding specific development projects or by encouraging the devel-
opment of Kazakh investment funds. Many complained that the government’s
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decision to invest all of its money outside the country was as telling an
indictment of Kazakh economic reform as was possible.

The choice to use foreign fund managers and invest abroad, however,
does help insulate the fund from at least some degree of political interfer-
ence. There is no question that there would be a vicious fight between var-
ious Kazakh interest groups if the National Fund were to invest in domestic
projects. For example, the lingering power of local remnants of the Soviet
military-industrial complex was demonstrated in the Kazakh government's
industrial policy. Issued in 2003, it promised state investment in heavy
industry, the very sector that most reform-minded economists in the coun-
try believe cannot operate profitably under market conditions.

Need to Diversify the Economy

The government of Kazakhstan recognizes that it has to diversify the coun-
try’s economy to provide long-term prosperity for its citizens and gain a
place of importance in the international system. However, achieving this
goal will be more difficult than offering pronouncements as to its worthi-
ness. Like many other resource-rich states, Kazakhstan must resist the temp-
tation to fund its state solely on economic rents and must instead invest
these rents in projects designed to produce new sources of employment for
the population, which will in turn generate new sources of taxation for the
government. Kazakhstan has targeted several nonenergy-based sectors for
investment, including machine building, light industry, furniture produc-
tion, pharmaceuticals, and paper mills. But the government’s long-term pol-
icy is vague despite the lengthy industrial strategy document issued in 2003
that was supposed to translate it into concrete and realizable goals.

A new law on foreign investment put forward in 2003 did little to boost
investor confidence.*® The law streamlined the investment process by
reducing the number of bureaucratic agencies that a potential investor
needed to go through and the number of special licenses that foreigners
needed. But many Westerners fear provisions in the new law that seem to
force foreign investors to seek adjudication of disputes in Kazakh courts
rather than in international ones and feel that leveling the playing field will
serve to increase the advantage of local Kazakh entrepreneurs, who are
better able to navigate in the largely nontransparent environment of
Kazakhstan. The country is only moving very slowly to increase trans-
parency in economic transactions, and those branches of the economy that
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are closest to the remnants of the Soviet military-industrial complex remain
the least transparent.

The question of how closely Kazakhstan should coordinate its economic
policies with those of Russia remains a topic of debate for Kazakh economists
and politicians. Economic cooperation between the two countries has been
increasing over the past few years, sometimes for geopolitical reasons, a point
discussed in chapter six, but much of the explanation is economic. Russian
capital finds Kazakhstan an attractive investment site, both in heavy indus-
try and light industry, so much so that the two countries are likely to enter
the World Trade Organization (WTO) in tandem, even though tariffs between
these two countries have yet to be fully harmonized.* In purely economic
terms, Kazakhstan’s economy is now sufficiently robust to keep from being
overwhelmed by the larger Russian economy, and Russian capital may serve
as a spur for the return and reinvestment of Kazakh offshore capital, with-
out which the goals of economic diversification are unlikely to be achieved.

Outside of the area of oil and gas, Western firms often find it difficult to
compete with Russian firms that have targeted particular sectors. This has
been particularly true in nonferrous metallurgy and in the power sector. In
ferrous metallurgy, India’s Lakshmi Mittal has become the dominant force in
Kazakhstan. Mittal’s London-based Ispat International controls Kazakhstan’s
giant Karaganda steel works and has been so successful that in 2004 it reor-
ganized as Mittal Steel and went on a global buying spree.*?

Western companies seeking to develop Kazakhstan’s power sector also
experienced problems.** Cooperation with Russia and Russian firms has
been of increasing importance in this sector, with Russia’s state-run elec-
tricity firm RAO-UES playing an increasing role in harnessing Kazakhstan'’s
resources to meet their global marketing strategy.

However, while these projects may be very good for their investors, in the
end, Kazakh economic reform will only be judged a success if the country
is freed from dependence on the export of natural resources as the primary
source of its GDP** QOil and gas income can only be expected to fund some
of this diversification. The National Fund will supply some funds to be
used in national development programs, but the period of windfall profits
is still several years away, and unless the pace of democratic political insti-
tution building is dramatically increased, there will be no safeguards in
place to ensure that this revenue is handled in a fully transparent fashion.

The challenge is not simply to create jobs. The Kazakh government pre-
dicts a shortage of some 100,000 workers by 2006, given the current age
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structure of the Kazakh population and the projected growth of the oil and
gas sector. The government fears that most of these jobs could be filled by
foreign workers, so it is pressing Western firms hard to hire and train local
workers as part of their contractual obligations. But this strategy will not
succeed unless the Kazakh government improves the primary and sec-
ondary education systems while sustaining its investment in higher educa-
tion. The problem is particularly acute in rural regions, which have
experienced very uneven paces of recovery from the crises of the early
1990s. Kazakh government spending in the social sphere currently accounts
for 5.4 percent of the national budget, and in a 2004 report the IMF wel-
comed higher outlays for education, health, and development of physical
infrastructure, which could be accomplished through the use of rising oil
revenues that entail effective budgetary institutions and budgetary reforms.*

The long-term challenge for the Kazakh government is to make sure that
part of the population is not left behind as the economy continues to grow.
To frequent visitors, it appears that the gap between rich and poor is grow-
ing, although according to its Gini index Kazakhstan has done fairly well;
Kazakhstan has a Gini index of 31.3, a relatively good score for a develop-
ing nation, compared with 33.1 for Canada, and 40.8 for the United
States.*® Similarly, a Swiss study reports that some 28 percent of the popu-
lation of the country lived below the subsistence level, again making poverty
less of a problem in Kazakhstan than in most of the neighboring states.*’

Judged by key economic indicators, the government of Kazakhstan’s
economic policy has been more successful than that of any other country in
the region; nonetheless, the expectations of many of its people have not been
fulfilled, creating political risk for its nondemocratically elected govern-
ment. In the end, popular perception is more important than the statistical
record of a government’s performance. Although the government has
worked hard to dispel popular myths about early windfall profits from the
country’s oil and gas, the majority of Kazakhs still find it difficult to under-
stand why natural resource wealth does not translate into quick improve-
ment in popular standards of living,

The existence of a large underclass (people living in or close to poverty),
small by Central Asian standards, but large enough to be of real political sig-
nificance, helps explain why Kazakhstan'’s leaders have refused to expand
political participation except in a controlled fashion.

Kazakhs also expect their government to apply public earnings to address
festering ecological problems from the Soviet era: some caused by the gradual
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death of the Aral Sea, which has shrunk to 20 percent of its 1960s size, leav-
ing behind a salty desert, others by decades of Soviet weapons testing in the
republic. Many Kazakhs also complain that the government should be doing
more to combat the new social blights such as AIDS, drug addiction, and
tuberculosis, all of which have grown exponentially since independence.*

It will be years before Kazakhstan has a chance of being anything approx-
imating a rich state with vast new resources to apply to addressing existing
social problems. This gap between public expectations and government
capacity should be creating new incentives for the government to stamp out
corruption and increase opportunities for economic participation, as a
means of gaining revenue to help them solve these problems. But as dis-
cussed in chapter seven, the growth of corruption in Kazakhstan, as else-
where in the region, remains virtually unchecked.

Similarly, the international community has found it increasingly difficult
to lobby for continuing reform in Kazakhstan, thanks to the country’s dimin-
ishing need for international assistance. In 2003, the IMF closed its coun-
try office in Kazakhstan because the government had discharged its
principal loan obligations and does not seek to borrow further money.

Turkmenistan: Still Squandering Its Potential

Turkmenistan offers contrasts and similarities with Kazakhstan. It is also a
resource-rich state, with smaller but still considerable oil reserves and much
larger gas reserves than Kazakhstan. Like Kazakhstan, Turkmenistan has only
limited reason to borrow from international financial institutions. So it can usu-
ally pick and choose which international advice it follows. But unlike those of
Kazakhstan, Turkmen reserves are not finding their way to Western markets,
nor are they likely to any time soon. In many ways, Turkmenistan is the one
Central Asian country that has deliberately chosen to have been left behind.

The government of Turkmenistan holds out extraordinary hopes as to the
prospects of foreign investment, expecting $63 billion to be invested in its
oil sector alone by 2020. But by 2004, only about $1 billion had been
invested in new extraction projects, and no major investment commitments
were pending,

At one time, major Western energy firms Unocal, Royal Dutch Shell, and
Mobil all signed agreements with the Turkmen government for the devel-
opment of oil and gas fields, as did a number of smaller companies including
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Bridas, Itochi, and Larmag. But these firms eventually decided that it was
not worth their while to see these projects through to full exploration. Their
departure has left only a handful of foreign oil and gas firms doing business
in the country: Petronas, Maersk Oil, Dragon Qil, and of course Russia’s
Gazprom, which remains Turkmenistan’s dominant foreign partner.*

Similarly, Turkmenistan has the most inhospitable investment climate in
the region, with absolutely no transparency in its hypercentralized economy.
No foreign investment can be arranged without the president’s approval, and
no goods can be exported and no foreign reserves dispersed without his sig-
nature, *° which is especially critical as the country’s currency, the manat, is
effectively worthless. The manat was introduced without an internationally
supported stabilization program, and although initially set at 1:1 with the
dollar, it has now fallen to an official rate of 5,200 manat to the dollar (with
a street rate of four to five times that), with the government doing little to
eradicate the black market trade in currency.

International expert opinion is not sought and goes unheeded to such a
degree that it is now rarely offered. Those running the international finan-
cial institutions mince no words in describing their frustration in dealing
with the Turkmen and complain that government officials are rotated in and
out of office so frequently that few develop any expertise in foreign eco-
nomic matters. The World Bank’s country brief on Turkmenistan includes
a note that although ten pieces of policy advice were prepared over a ten-
year period, they had virtually no impact. As a result, the country received
only three relatively small World Bank loans and has been disqualified from
further borrowing because of its refusal to report external debt.!

Similarly, the European Bank for Reconstruction and Development
(EBRD) considers Turkmenistan a country for what they term baseline or
minimal engagement, and its small lending program is focused exclusively
on the country’s beleaguered small and medium-sized business sector,
which is crippled by currency and export restrictions and further hampered
by the very limited privatization of the key sectors of the countrys economy.
The slow pace of privatization virtually dribbled to a halt in 2001. The cur-
rent legal structure precludes the privatization of oil and gas deposits. Plans
for widespread privatization of agriculture have been regularly delayed,
most recently in 2004.>2

But the Turkmen government has no interest in making the changes nec-
essary for engagement with international financial institutions. This leaves
them with little leverage to exercise in Ashgabat.
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Turkmenistan is an economic statistician’s nightmare. Virtually nothing
reported by the government can be believed, including the size of the pop-
ulation of the country, which is placed at 5.73 million by official sources, a
figure some informed observers see as an overestimation of 25 percent.>® In
fact, those who have tried to substantiate Turkmen government claims in
most social and economic sectors have come to the conclusion that Turk-
men statistics represent the world that Turkmenbashi would like to exist, not
the one in which most Turkmen actually live. Figures on average life
expectancy, infant mortality, and prevalence of infectious diseases are all
dubious.’* In fact, in 2004 it was made illegal for doctors to record a whole
series of infectious diseases, including plague and hepatitis—a novel but
dangerous means of “eradicating” disease, and then in 2005 most hospitals
outside of the capital were simply closed.”

Turkmenistan’s government reports paint a rosy picture of the country’s
economic progress, claiming increased output of 23.1 percent in 2003, the
third straight year of growth exceeding 20 percent. But the EBRD believes
that a more realistic estimate of economic growth for 2003 would be 11 per-
cent, largely the product of high energy prices.>® Moreover, Turkmenistan
was the most poorly performing Central Asian state on EBRD’s transition
indicator index for 2003, having a total improvement rating of one on a five-
point sale, which indicates little or no progress.”’

Even economic statistics that are subject to partial international verifi-
cation are problematic, given the terms under which Turkmenistan sells its
natural gas to Russia. Gazprom has become more aggressive in dealing
with Turkmenistan in recent years because policy makers seem to feel
that the Kremlin’s acceptance of the U.S. military presence in Central Asia
increases Russia’s freedom of action in other areas. Gazprom currently
purchases 45 percent of Turkmenistan’s gas. According to the most recent
arrangement signed in April 2003, Gazprom paid $44 per thousand cubic
meters for Turkmen gas (half in cash and half in barter).58 When the real
value of the bartered “goods” is calculated, the effective purchase price is
between 22 and 28 cents per thousand cubic meters.> In early 2005,
Ashgabat tried to play hardball with the Russians, demanding $60 per
thousand cubic meters rather than $44, as previously agreed. Gazprom
refused to agree to the price hike, and Turkmenistan turned off the
spigot.®°

About 6 billion cubic meters per year are now going out through Iran,
and the Korpedzhe to Kurt-Kui pipeline could carry 10 billion cubic meters
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per year if enough supply were available. Turkmenistan is compensating
Iran for its share of the cost of this pipeline through transit revenues.®!

Fossil fuel and cotton are Turkmenistan’s principal exports. Increases in
Turkmenistan’s GDP were the result of the resumption of gas sales to Russia
in 1998. But accurate information about exports from Turkmenistan is
impossible to obtain and is viewed by the Turkmen government as no one
else’s business. Turkmen economists with access to information provided by
foreign partners are sworn to secrecy and told that their well-being and that
of their relatives is at risk if they divulge any of it. It is so widely rumored that
trade in oil and gas directly benefits the president and his family that this sup-
position can virtually be treated as fact. Some of the profit is said to come
from fuel sales to Afghanistan during the years of Taliban rule, reported to
involve millions of dollars annually, and done without a paper trail.%?

It is virtually impossible to know how serious a problem presidential
corruption is in Turkmenistan because Niyazov exercises direct control over
the country’s Foreign Exchange Reserve Fund, through which the earnings
of most foreign investments are managed. He also sets the priorities in how
the foreign exchange is to be spent, which has gone disproportionately to
large construction projects, rather than for investments in national infra-
structure.

President Niyazov and his family managed to penetrate into nearly every
sector of the country’s economy One Turkmen exile, Murad Esenov, even
referred to Niyazov as “Mr. 33 Percent,” a reference to the share of every for-
eign transaction that is said to go to the president or his designated recipient.®*

The same small group of foreigners has influence in both the textile and
energy sectors. These investors include most prominently Yosef Maiman of
Israel and Ahmed Calik of Turkey—each with considerable personal hold-
ings and each rumored to have helped Niyazov and his family members
extend their own personal holdings.®® Both are understood to be intimates
of the president, and Calik, who holds dual Turkish and Turkmen citizen-
ship, even served briefly in Turkmenistan’s cabinet.

Since 1997, the Merhav Group, led by its president and chairman of the
board, Yosef Maiman, has been the governments official contractor for a
$1.6 billion upgrade of the country’s largest oil refining complex at Turk-
menbashi, the port town on the Caspian seacoast. The upgrade calls for new
facilities and the revamp of existing facilities. Niyazov also asked Merhav to
plan the modernization of Turkmenistan’s second largest refinery, the Seidi
Refinery. Ahmed Calik similarly came to Turkmenistan in the mid-1990s. He
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has built textile factories and luxury high rises, along the way becoming
Niyazov’s senior adviser on economic affairs and energy sales and a close
confidante, rising to the rank of deputy minister of the textile industry. In
Turkmenistan, Calik is suspected of financial machinations and the abuse of
his access to Turkmenbashi. It is difficult to measure Calik’s holdings in the
country, but one textile factory, for example, built with Japan’s Mitsubishi in
Ashgabat cost $169 million.

Turkmenistan’s cotton trade is rife with corruption. The sale of raw cot-
ton within Turkmenistan and its export are still done almost entirely through
state-set purchase prices, and personal fortunes are made and sustained on
the difference between the state-set prices and those of the international
market. Here too, the president and his family are rumored to benefit
through trade conducted by Turkish intermediaries.

There are also a number of other privileged families who have been awarded
quotas for the growing and private sale of cotton outside of quota. Soviet-era
collective farms have been renamed more than reorganized, although many
farms have been forced to shift to or add the cultivation of cereal grains, the
production of which has increased tenfold since independence.

In Turkmenistan, as elsewhere, there has been an increase in the overall
acreage under cultivation, which puts substantial stress on the country’s
already beleaguered water system. Ashgabat’s partial solution for this, the
creation of a giant reservoir, Grand Turkmen Lake, in eastern Turkmenistan
has further exacerbated the tension caused by competition over water with
Uzbekistan.®® Although water resource management is one area where the
Turkmen have been willing to take very limited international direction, they
have not been willing to consider modifications to the planned reservoir.

Overall, the leverage of the international community in Turkmenistan has
decreased since September 11 because Niyazov believes that his country’s
increased geopolitical importance means that he can get away with further
centralization of power. He hoped that the fall of the Taliban regime would
lead to an increase in his country’s strategic importance and to an improve-
ment in Turkmenistan’s economic circumstances by allowing the trade of
Turkmen gas and even oil across Afghanistan.

However, there is little evidence that changing geopolitical conditions
will translate into substantial economic gains anywhere soon. The creation
of an international donor group to help fund Afghanistan’s reconstruction
created renewed interest in a Trans-Afghan pipeline, which was formally
endorsed by the leaders of Afghanistan, Pakistan, and Turkmenistan at a
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meeting held in Ashgabat on June 26, 2003. The Asian Development Bank
assumed responsibility for the preparation of a feasibility study for the
project, with $1.5 million in funding coming from Japan’s pledges to
Afghanistan. Similarly, Japanese firms, Indonesia Petroleum, and Itochu QOil
Exploration have expressed possible interest in developing Turkmenistan’s
Dauletabad field and participating in the project, but they have done little
more than send senior executives on fact-finding missions to the area, and
they seem more interested in long-term access to these assets than in near-
term investment.®’

Several factors weaken the attractiveness of the Trans-Afghan Pipeline
project, including the fragile security situation in Afghanistan, doubts about
prospects for India—Pakistan cooperation (if gas is not sold in India as well
as Pakistan, then the economics of the project are problematic), and the con-
tinued challenge of doing business in Turkmenistan.

In April 2005, the ADB finally announced, after considerable delay, that
their feasibility study concluded that the Trans-Afghan pipeline was in fact
commercially viable. But until a strong commercial partner is found for the
project, and the supply of Turkmen gas insured, the project is likely to be slow
to develop into a steady source of income for any of the countries involved.

Although geography and geopolitics have hindered the development of
Turkmenistan’s gas industry, the Turkmen themselves have played a major
role in dampening interest in their oil. Unlike most oil producers,
Turkmenistan is in a buyers market rather than a sellers market. Neigh-
boring Azerbaijan and Kazakhstan have more attractive assets and more
favorable investment conditions. Turkmen oil still is shipped through the
Soviet-era pipeline network that is controlled by Transneft (Unocal’s plans
to build a new oil pipeline from Turkmenistan in a companion project to
their gas pipeline flopped). But despite considerable U.S. efforts at persua-
sion, Niyazov refused to commit Turkmen oil and gas to a U.S.-sponsored
system of Trans-Caspian pipelines to feed into the Baku-Tbilisi-Ceyhan
export route. His refusal doomed the Trans-Caspian underground gas
pipeline project. This leaves Turkmenistan still stuck between competing
producers such as Russia and Iran, both of which are able to undersell Turk-
men gas if necessary to protect their respective markets.

In part because of the challenge of arranging new oil pipeline routes, the
Turkmen government has decided instead to favor expansion of a domestic
refining industry. The cost of the refining projects has further added to
Turkmenistan’s indebtedness.%® The initiative for this decision came directly
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from the Turkmen president, acting on advice from foreign investors like
Maiman and Calik who are profiting from the decision.

In the area of oil and gas, Turkmenistan has suffered from the failure 1o
delegate responsibility or develop competent leadership. Those in senior
positions who were promoting creative solutions in these areas have been
pushed from power.®® From a technical viewpoint, their departure makes
conducting economic reform increasingly more difficult, even if President
Niyazov should decide to reverse his policies. In general, the country has
suffered from a hemorrhaging of talent, which began with the departure of
Russian specialists when Turkmenrosgaz collapsed in 1993. With time, the
local Russian population has become increasingly unwelcome in
Turkmenistan. Russian-language education was sharply cut back in 2001,
the use of Russian in official life was reduced in 2000, and finally in 2003
the Turkmen government refused to extend the ten-year treaty on dual cit-
izenship with Russia signed in 1993 and effectively expelled all dual citizens
who chose not to accept Turkmen citizenship.’® This led to a new brain
drain of Turkmen residents of all nationalities, so severe that the country
restored the requirement for exit visas in 2003, having only eliminated them
in 2002. This measure requiring visas, justified as necessary to prevent rel-
atives of the increasing numbers of political prisoners from fleeing “justice,”
was designed to force local Russian speakers to remain in the country.”!

In any case Niyazov’s policies have done little to prepare either Russian
or local Turkmen speakers to fill leadership roles in the economy. Primary
and secondary education has been reduced from eleven years to nine, and
university education from five years to two, plus the number of places in
institutions of higher education for all Turkmen citizens has been cut by
about 90 percent. The curriculum at all levels has been redefined to empha-
size the history and culture of the Turkmens and the guiding rule of Turk-
menbashi rather than the teachings of math or science. Rukhnama, a moral
code written by Turkmenbashi himself, is part history, part philosophy, part
patriotic primer. This rather inchoate text is mandatory reading for stu-
dents, and a second volume was published in September 2004.

In 2004, the state began to enforce an earlier decree that granted recog-
nition solely to educational degrees attained in Turkmenistan, or as a result
of Turkmen government-sponsored educational exchanges.” The decree
covered only those degrees granted since 1993, so Soviet degree holders are
exempted. But now anyone choosing to study abroad (be it in the United
States, Russia, or Turkey, the three most common destinations) on their
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own initiative will effectively be barred from employment in their specialty
upon their return. And if they do not return from abroad, then their rela-
tives become politically suspect and could lose their jobs or worse. In addi-
tion, in 2002 mandatory state service was introduced for all men aged 17
to 49, further delaying access of trained young people to the economy.”
This measure helps soak up some of Turkmenistan’s burgeoning youth pop-
ulation, but it occupies them for only two years and is not designed to give
them any applicable skills, making it likely that they will simply contribute
to the country’s population of able-bodied poor.

There is no reliable information available about the percentage of the
Turkmen population living in poverty. The Turkmen government catego-
rizes only 1 percent of the population as such, but the EBRD estimates that
58 percent of the Turkmen are poverty stricken.” The World Bank estimates
that 44 percent of the population live on less than $2 per day, a larger share
of the population than in Kazakhstan (where the figure is under 10 percent)
and nearly identical to the percent of poor and working poor in Kyrgyzstan.”
Income figures are not an effective measure of poverty in Turkmenistan as
they are in some other Central Asian countries because of the allocation of
free or low cost communal services such as electricity and gas.”® But current
accuracy aside, the percent of the population living in poverty in
Turkmenistan seems likely to increase.

Kyrgyzstan: Eager to Reform but Failing to Thrive

Kyrgyzstan has been the most receptive country in the region to interna-
tional advice, yet it has failed to develop a sustainable economy. The World
Bank classifies the Kyrgyz Republic as a low-income, highly indebted coun-
try. That definition remained consistent throughout the rule of Askar
Akayev, and popular frustration with economic stagnation helps to explain
his ouster as president in March 2005.

Sadly for Central Asia, Kyrgyzstan may represent the best that the region
can hope for. Kyrgyzstan was listed in the third quintile in the World Bank’s
2001 Country Policy and Institutional Assessment of International Devel-
opment Association countries. By contrast, both Uzbekistan and Tajikistan
were placed in the fifth quintile.””

Specialists in the international financial community generally find it
fairly easy to work with the Kyrgyz, who often bring a high degree of
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professionalism to their work. There has also been a very supportive atti-
tude between the government of the Kyrgyz Republic and these multilat-
eral financial institutions, which encourages the international financial
community to help Kyrgyzstan with debt restructuring and to develop new
borrowing strategies to help them fund various aspects of their poverty-
alleviation program.

Kyrgyzstan has the highest debt-to-income ratio in Central Asia. This
stems in part from energy debts, but most of the debt is repayment obliga-
tions from borrowing to support economic and social reforms. Debt became
burdensome for the Kyrgyz because their economy did not recover as
rapidly as the international financial experts initially projected. So as the
international community helped lead Kyrgyzstan into its current crisis, they
are also assisting the Kyrgyz to get out of it.

In March 2002, the Paris Club began rescheduling Kyrgyz debt, in retum
for the Kyrgyz government working out a new poverty alleviation program
in consultation with the World Bank and its other primary lenders.”® These
lenders in turn have offered substantial additional funds to the Kyrgyz on
generally improved terms.” These funds also give the international finan-
cial institutions new leverage in pressing the government into greater fiscal
responsibility.

Even though the Kyrgyz government has not met all the agreed targets,
in March 2005 the Paris Club agreed to forgive another $124 million of debt
and reschedule $431 million.®° Current assistance money is under closer
international supervision than were earlier aid packages, to prevent the
kind of pilfering of assistance money that is generally assumed to have
occurred in the first seven or eight years of independence. Unfortunately,
nothing but anecdotal evidence is available on how much of the early assis-
tance money went astray through out-and-out theft, favoritism, or simply
misguided projects.

Kyrgyzstan has a very small economy, with little prospect of significant
expansion. It experienced a net decline in its GDP for 1990-2001 but it has
had a faster rate of recovery than some of its neighbors 8!

Privatization of small and medium-sized enterprises (SMEs) has been
effectively completed in Kyrgyzstan, and by January 2004, the overall level
of privatization had reached 70.7 percent.®? Approximately 60 percent of the
population is engaged in the private SME sector, which produces 85 percent
of GDP, and 93 percent of agricultural production comes from the private
sector.® There is still only limited legal protection of private property,
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something that the Kyrgyz government has pledged to improve as part of its
poverty-reduction strategy for 2003-2005.%*

But the withdrawal of the state from the economy in Kyrgyzstan has not
been sufficient means to produce a speedy recovery from the economic
shocks associated with the collapse of the Soviet Union. According to the
Kyrgyz government, 50 percent of the population was living in poverty in
2003.%° The economy in and around the capital of Bishkek performed much
better than that of the rest of the country® And according to the UNDP, 88
percent of the population of Kyrgyzstan lives on under $4 per day.®’

Unemployment is less than 10 percent, which makes clear that
Kyrgyzstan’s poverty problem is caused by the working poor. The standard
of living of the poor does seem to be rising as the poverty gap and severity
figures have declined. Poverty is believed by the World Bank to have peaked
in 1999, according to its Kyrgyz National Poverty Reduction Strategy for
2003-2005.

The government of Kyrgyzstan needs to close the gap between the coun-
try’s north and south, a gap that is cultural and economic as well as geo-
graphic. This was a task that the Akayev government set for itself, but one
that it could not accomplish quickly enough to retain the confidence of
most of the population in the south. While some of the regions in northern
Kyrgyzstan are actually poorer than most of the communities in the south,
in absolute numbers there are more poor people living in southern
Kyrgyzstan, given the density of population in this region. And since
Kyrgyzstan's leaders have traditionally come from the northern part of the
country, many southerners believe that their economic problems are the
result of government neglect.® The government strategy for poverty allevi-
ation developed under President Akayev, however, was sensitive to these
regional factors, and poverty levels in the south were being reduced faster
than the republic average at the time that he was pushed from office. Unem-
ployment is also a more serious problem in the southern oblasts of the
country, and this seems certain to continue to plague Akayev’s successors.
They too will find it difficult to eradicate poverty quickly, unless the struc-
ture of foreign assistance is dramatically transformed, a point we return to
in the conclusion. The population density in southern Kyrgyzstan, as well
as its youthful age structure, is likely to continue to make poverty and
unemployment problems of national security.®® The region is an area of
potential ethnic and ethnoreligious conflict, because Uzbeks compose over
a third of the population in the south, living largely in ethnic enclaves in the
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border region. There are still memories of the interethnic fighting in Osh and
Jalal-abad that took place in 1990, but tensions have mostly been defused,
largely because local Uzbeks (and Kyrgyz) in Kyrgyzstan enjoy a much
higher standard of living in Kyrgyzstan than their kin across the border in
Uzbekistan. Although the formal statistics of the two countries do not bear
this out, visitors to the region observe that the standard of living on the
Kyrgyz side of the border is much higher than that on the Uzbek side.*

In addition to being generally poorer, the population in the south also
tends to be more religious than in the north. This is partly because of the
presence of a larger Uzbek population, which tends to be more observant
than the Kyrgyz, but even the Kyrgyz of the south tend to be more obser-
vant Muslims than their northern counterparts. Radical Islamic groups like
the Hizb ut-Tahrir are gaining members much more quickly in the south
(among Kyrgyz as well as Uzbeks) than they are in the north.

The population in the north and the south each think that the other
half of the country has been favored by the government’s economic poli-
cies. Overall, the Kyrgyz government had little choice but to allow the
international community to experiment with the Kyrgyz economy, given
the inability of the government to reverse the country’s economic decline.
But the sums allocated—and most of the guidelines as to how this money
was to be spent—were set by the international institutions funding proj-
ects in the country. Bilateral financial institutions offer very limited grant
financing and the Kyrgyz leadership had very little bargaining clout to
press even more willing sources for more grants-in-aid and fewer loans.
The size of the awards to Kyrgyzstan were determined in large part by
international advisers’ expectations about how rapidly Kyrgyzstan’s econ-
omy would grow, and their expectations further fueled the naiveté of the
Kyrgyz, who had no comparative basis for judging their country’s eco-
nomic potential.

The assumptions that Kyrgyzstan’s economy would grow faster than in
fact it did were not irrational, however. There was reason to hope that by
being “first through the gate” on questions of economic investment the
Kyrgyz would attract foreign capital. In conditions of freer trade, Kyrgyzstan
would have had a smoother economic recovery, though not an easy one. Ini-
tially international advisers had no reason to anticipate the pattern of bor-
der closures and trade disruptions that occurred within Central Asia. And
both the Kyrgyz and their international advisers underestimated the inher-
ent fragility of the Kyrgyz economy and overestimated the country’s capacity
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to reach the global market with its goods. Unfortunately, not all of the cur-
rent economic planning is better grounded in reality.

Food security is currently an important priority, and the Kyrgyz govern-
ment deserves credit for having introduced the most wide-reaching agri-
cultural reforms in the region. Despite how critical improving performance
of the agricultural sector is for ensuring food security, both IDA and the IMF
feel that Kyrgyzstan could do more to stimulate private sector participation
in agriculture.®! But there are real limitations as to how much growth in the
agricultural sector Kyrgyzstan can hope to achieve, regardless of whether the
sector is fully privatized. Kyrgyzstan’s food production index has improved
considerably since independence—the only country in the region for which
this is the case (with the exception of Turkmenistan, whose figures are sus-
pect). The amount of cropland available per person is very limited (0.28
hectares), however, and cannot be substantially increased without the
Kyrgyz diverting water from downstream user states.

Kyrgyz economists still see the expansion of light industry as a source
of additional employment. Some further expansion of light industry is
possible, and an improved legal environment, combined with favorable
tax regimes (under 20 percent), will give Kyrgyzstan an edge should
regional trade restrictions ever be reduced. But it is hard to envision
Kyrgyzstans industry developing a strong regional presence, given the
increasingly commanding position occupied by new or substantially reor-
ganized Kazakh and Russian enterprises in the region. The Russians and
the Kazakhs are at least as market savvy as the Kyrgyz and are generally
better capitalized.

While Kyrgyz government economists offer both optimistic and less opti-
mistic scenarios for future growth, they recognize that the former would
require a dramatic change in the trade and investment climate of the region.
Realistically, even the more pessimistic scenarios of 4.9 percent annual GDP
growth will be difficult to achieve, not to mention the 7 percent growth rates
in the more optimistic alternative scenarios. The lower figures are predicated
on a volume of investment of 20 percent of GDP, but investment patterns
in the past few years make this target appear quite unrealistic.?

The country’ principal economists also continue to hope that Kyrgyzstan
will develop into a regional transport center. The government has used sub-
stantial amounts of foreign assistance money, particularly from the EBRD
and the Asian Development Bank, to improve transport linkages within the
country to the Tajik and Chinese borders, yet failure to develop a strong



110 | Meeting Social and Economic Burdens

regional demand for trade has meant that these road improvements have led
to little new revenues for transit traffic through Kyrgyzstan.®> Although no
longer dreaming about becoming the Switzerland of Central Asia, the
Kyrgyz still hope to be a doorway to China, as these countries are the only
World Trade Organization (WTO) members in the region. However, when
Kazakhstan and Russia join the WTO, as is likely to occur in the next few
years, this advantage too will be lost. The old Soviet rail and highway sys-
tems favor both of these states over Kyrgyzstan.

Until Russia and Kazakhstan are close to WTO membership, they will
continue to penalize the Kyrgyz for their go-it-alone policies with regard to
the WTO. Both Russia and Kazakhstan favor the continuation of a uniform
tariff system of partner states over a free trade regime, at least into 2005, and
both of these states are important trading partners for Kyrgyzstan.®* In
2002, Russian and Kyrgyz tariffs were reported to have been harmonized to
only 14 percent.® For now, Kyrgyz goods are subject to high fees and bribes
that must be paid to move goods across borders and through international
checkpoints in Kazakhstan and Russia. IMF economists estimate that road
transport costs from Kyrgyzstan average 10-15 percent of total costs, of
which only about one-third are associated with fuel.*®

Kyrgyzstan also has overly optimistic plans to substantially expand its
gold mining sector. These plans are effectively dependent on the price of
gold exceeding $400 an ounce, given the high extraction costs for most of
Kyrgyzstan’s untapped large deposits. Working many of these deposits
would also entail substantial environmental risks. The Kyrgyz population
has become increasingly more ecologically risk averse in the aftermath of
several cyanide-related deaths caused by working the country’s large Kum-
tor field.%’

The Kyrgyz government took steps to improve the investment climate in
the gold industry in spring 2004. The Kumtor project, now in its second
phase of development, was transferred to a new legal entity, Centerra, a
joint venture between Cameco and the Kyrgyz government.’® Centerra then
sold 70.2 million shares (about 9 percent of the company), all from the
Kyrgyz government packet through an initial public offering on the Toronto
stock exchange. This transaction earned the Kyrgyz government about $115
million and left them with a 16 percent stake in the project. Although the
government has pledged that the money will go toward poverty alleviation,
the sale produced a legislative outcry, as it was accomplished through gov-
ernment decree and not through legislation.”® There were also complaints
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that the share price ($15.50) was too low and much speculation as to who
might have benefited from this.

Plans to seek major international investment to expand Kyrgyzstan's
hydroelectric industry are also controversial. Kyrgyz economists are press-
ing for the government to implement Soviet-era plans for the development
of supersized hydroelectric power stations that would substantially increase
the country’s export potential. But plan proponents are less concerned with
the potential geopolitical fallout from downstream users. The main objec-
tion would likely come from Uzbekistan, because the Kazakhs have some
interest in the Kyrgyz expanding energy production, as a way to help shift
Soviet-era linkages into more market-driven relationships. Russia’s state-
run electrical company, Unified Energy Systems (RAO-UES), is keenly inter-
ested in harnessing Kyrgyzstan’s hydroelectric potential in their effort. As
discussed at greater length in chapter six, in recent years RAO-UES, already
active in Kazakhstan, has been investing in Kyrgyzstan and elsewhere in the
region to enable Russia to sell its surplus energy in Europe. Although invest-
ment by this quasi-governmental Russian entity may provide a secure envi-
ronment for the expansion of Kyrgyz hydroelectric industries, it does not
maximize local income potential.

A similar situation exists in the gas sector, where Russias Gazprom is
making a bid to acquire assets throughout Central Asia and promising to
reinvest regional profits into improving local transport networks. Gazprom’
role in Kyrgyzstan is increasing but is unlikely to lead to significant new eco-
nomic opportunities for the Kyrgyz. Plans for developing new Kyrgyz oil
and gas fields are relatively capital intensive, given the small size of these
deposits and the abundance of energy in neighboring states.

The Kyrgyz government sees tourism as an area of major economic
potential, but there is very little prospect that growth in this sector will
achieve targeted goals. The Kyrgyz are in direct competition with
Kazakhstan’s larger and better developed leisure industry, which depends
on revenues from that country’s large expatriate business community.
Tourism currently accounts for only 3.9 percent of Kyrgyzstan’s GDP. The
Kyrgyz would like to expand adventure tourism by Westerners and middle-
class tourism by Indians, but the country has few international connections
and a real dearth of first- and even second-class tourist facilities. Currently,
there is only one real luxury-class hotel in the country, and it has very low
occupancy rates. It was partially owned by the president’s wife, who took
over the project to keep the Hyatt Corporation from withdrawing from
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the country, rather than because the Akayev family saw this as a lucrative
investment.

Finally, the poverty-alleviation strategy is undermined by the pervasive
atmosphere of corruption in the country. Corruption is allegedly being
attacked through an improved legal infrastructure and judicial system.
Although this effort has always claimed to target everyone, in reality, while
Akayev was in power, the president, his family, and the families of his close
associates were all effectively immune from prosecution. Many fear that
Akayev's successors will simply replicate earlier behavior. Unless there is a
serious modification of presidential power, those who are above the law will
continue to meddle in the economy without constraint.

Whether or not President Akayev and his close relatives had personal
holdings on the scale that was rumored will take a long time to establish. Cer-
tainly the public actions of the presidential family fueled these perceptions.

In the early years of independence, Askar Sarygulov and Dastan
Sarygulov, both cousins of first lady Mairam Akayeva, headed the state pri-
vatization committee and the state-owned gold company, Kyrgyzaltyn,
respectively. In more recent years, the grown children of the president and
their spouses have come to represent the family interests, and Akayev’s son
Aidar and his Kazakh son-in-law Adil Toigonbayev were said to monopo-
lize fuel oil distribution, liquor sales, real estate, local cabarets, casinos, and
the media, and popular resentment of that helped to erode Akayev’s popu-
lar support.'®® Opposition politicians’ claims that the first family had a
stranglehold over Kyrgyzstan’s economic life may be exaggerated, but it
seems to have been fairly common practice for people with clear title to
desirable properties to be forced to sell them at below market price after
“expressions of interest” from members of powerful families.

The popular perception that Akayev was corrupt certainly fueled public
support for his ouster. So too did popular resentment, particularly in the
south, that the Kyrgyz government had not devoted enough resources to
poverty alleviation. But it is not clear that successor regimes will be any more
honest, or any more able to deliver economic assistance and reconstruction
to the densely populated communities of the south or the poverty-stricken
but remote regions in the north.

As elsewhere in the region, economic statistics tell only part of the story.
Leading local economists believe that the income of the Kyrgyz population
is twice as large as indicated by the official statistics, given how much of the
population hides income to avoid taxation.
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Certainly, life in and around the capital city of Bishkek reflects the exis-
tence of a small but growing middle class, as well as a very small upper class.
The city enjoys oblast status, which has allowed the city residents to further
profit from the local economic recovery. But the downside of this is that the
city is serving as a magnet; internal migrants account for 83 percent of the
new population in Bishkek, contributing to a growing housing, employ-
ment, and crime problem in the capital.!?! The effects of Kyrgyzstan’s
uneven economic recovery are most pronounced in the south. It has made
the region prey to the drug trade and a fertile area for Hizb ut-Tahrir to
recruit new members. In addition to railing against the corruption of
Kyrgyzstan’s secular regime, Hizb ut-Tahrir pays its members between $50
and $100 per month for distributing leaflets, creating a new source of
employment in an area where competition for jobs is acute.

While the ouster of Askar Akayev may have bought his successors some
breathing room, especially if a southerner like Kurmanbek Bakiyev, a native
of Jalal-abad and former governor of the Chui oblast, is elected the coun-
try’s next president. But the risk of serious social or political unrest ema-
nating from Kyrgyzstan’s south is going to remain a long-term one.

Tajikistan: Can Its Failing Economy Be Helped?

Six years after the Tajik government began to work closely with international
economic advisers, the country remains the very poorest of the post-Soviet
states and has the smallest gross national income in Central Asia at just
$1.3 billion in 2003.192 It also suffers from crippling foreign debt. Recon-
struction projects have added substantially to Tajikistan’s civil war—era debt
owed to neighboring states.!?> Over 80 percent of the country’s population
is reported to live in poverty, and most who have seriously studied the econ-
omy on the ground have little confidence in the government’s capacity to
achieve even the very modest goals of decreasing poverty levels to 75 per-
cent by 2006 and 60 percent by 2015.1%4

Only 56 percent of all able-bodied citizens in Tajikistan were reported to
be employed when the country’s poverty reduction strategy was drafted, but
employment statistics are, of course, unreliable. The three top sources of
income for the population of Tajikistan are participating in the illegal drug
trade, working for foreign-sponsored nongovernmental organizations
(NGOs), and surviving on remittances from migrant laborers working
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largely in Russia.!®> Although the relative ranking of the three varies some-
what from year to year, of the three groups, only those working with NGOs
would be recorded as being employed.

Tajikistan is also crippled by the enormous outflow of talented people of
all nationalities, who began leaving during the civil war and continue to do
so. Even today ethnic Tajiks with economic alternatives remain reluctant to
return home, which creates a substantial developmental barrier for Tajikistan.

All the other Central Asian countries were able to begin the process of
state building with complex administrative structures intact. The presence
of functioning administrations that penetrated down to the most local level
made the delivery of social services much easier, even though bureaucrats
were often unprepared for the new financial challenges they faced. Because
Tajikistan’s civil war was a contest between regions, the winners chose to
redefine the country’s administrative units, firing talented people who had
supported the losing side.!®

The war destroyed public trust in the government, and the contempt
with which it is held has further exacerbated its difficulties in collecting rev-
enues, even from legitimate businesses. Even Tajik officials privately admit
that much of Tajikistan’s commercial revival is linked to the drug trade,
especially in the capital city of Dushanbe. Those engaged in construction,
the service industry, and retail trade generally keep two sets of books to hide
employees and revenues from government inspectors. Because of its civil
war, the Tajik government has been more vulnerable to the pressures of
patronage than elsewhere, making officials very wary of privatization.
According to a January 2004 interview with a deputy chair of the Tajik state
committee, 7,500 companies had been privatized from 1991 to the end of
2003, of which 6,900 were small with only the remainder being medium or
large companies, in part because the government was incapable of creating
a transparent tender process.!?” Privatization has also been hampered by
unrealistically high prices, the paucity of solvent bidders, and the almost
total unavailability of credit.'® But many of Tajikistan’s state-held assets
have little appeal to a commercial buyer.

As with so many of these poorer countries, agriculture has become a great
mainstay of the population, but the country is trapped in the conundrum of
whether to grow cash crops (mostly cotton) or food.1% Tajikistan has not
demonstrated the ability to become an increasingly efficient food producer,
partly because of the deterioration of agriculture during the civil war years,
but mostly because of the almost total lack of reform in the agricultural
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sector.!’® A number of civil war—era commanders serve as collective farm
leaders and profit disproportionately from the country’s cotton crop.

The Soviet-era industrial base is also in disarray. Factories have closed,
and the country’s major export facility, the Turzunsade aluminum smelter,
requires considerable investment to maximize its profitability. During the
Soviet years, Tajikistan was one of the main aluminum producers. Its
Turzunsade plant, built in 1975, employed about 11,000 people and had a
capacity of 517,000 tons per year, making it one of the largest smelters in
the world. In 2002, the plant produced 309,000 tons of aluminum. The
plant currently accounts for up to half of Tajikistan’s export revenue and
consumes around 40 percent of the country’s electricity. The plant sells
mostly to corporations in China, Iran, Greece, Netherlands, Russia, Switzer-
land, Turkey, and Turkmenistan.!'!!

Most of the supervisory class has left the country, and the skills of the
labor force are deteriorating. Given the current state of education in the
country, the skill level of the work force seems certain to deteriorate even
further. Attracting new investment to Tajikistan will be extremely difficult.

A generation of Tajiks is largely being abandoned to manage as it can,
with far less access to education and social services than the preceding gen-
eration, but there are very few international projects designed to address
these problems.!!? Nearly 80 percent of children of the poorest families
lack any material assistance from the state. The educational system of the
country is in complete disrepair; over 50 percent of all schools nationwide
require capital investment, and not surprisingly the worst schools are found
in rural areas. Since 1990 enrollment rates in primary and secondary schools
have been declining, and the gender balance in the schools is changing as
well, because when forced to choose parents will buy winter clothing to
send sons to school in preference to daughters. This same pattern is said to
exist in much of Turkmenistan and Uzbekistan, and even in parts of
Kazakhstan and Kyrgyzstan. But in Tajikistan, the problem is exacerbated by
the fact that the number of places in secondary schools is also dropping,
with fewer available in 1999 than in 1990, while the high school-age pop-
ulation has increased by 12 percent during these same years.'!

Tajikistan is the most isolated of the Central Asian countries. Before inde-
pendence, over 80 percent of Tajikistan’s freight left the republic through
Uzbekistan. But the government of Uzbekistan has made the movement of
road freight across its territory quite difficult, forcing the Tajiks to ship
through Kyrgyzstan, a more arduous route, and to sell their goods in the
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much smaller and well-saturated Kyrgyz market. This has been especially
bad news for Tajikistan’s formerly prosperous Sughd (previously Leninabad
or Khujand) province, which used to be economically fully intertwined
with Uzbekistan. Allegedly, the Uzbek policies are in response to security
concerns, but it is clear that the Uzbek government also wants to eliminate
competition from Tajik goods in Uzbek markets.

Trade transit within Tajikistan is also a real physical challenge. Tajik-
istan’s highway system is in the worst repair of any of the Central Asian
countries, and some 90 percent of its freight moves out of the country by
rail. Tajikistan is served internationally by CART Tajikistan, the state-owned
airline, which offers regular service to Russia and very limited service to
neighboring countries, Turkey, Iran, and Germany.

Much like Kyrgyzstan, Tajikistan has unrealized potential as an energy
exporter. Currently, Tajikistan meets part of its energy needs by importing
gas from Uzbekistan (paid for in part through barter arrangements in which
the Uzbeks get Tajik hydroelectric power), which is a constant source of
debt for Tajikistan and the cause of domestic electricity shortages.!!* Like the
Kyrgyz, the Tajiks are working closely with Russias RAO-UES in the hopes
that a consolidated Russian-dominated electric grid will give a weak state
like Tajikistan more clout to transtorm water into hydroelectric power. But
the end result is likely to be a Tajik hydroelectric system that is under
Russian control, with even less profits remaining in country than current
Tajik calculations call for. The Iranians also are potential investors in hydro-
electric projects in Tajikistan.

The Tajiks would also like to encourage foreign investment in telecom-
munications. But the density of telecommunications in Tajikistan is the low-
est in the CIS: some 9.3 telephone lines exist per 100 urban residents, and
0.6 percent for rural residents. There has been virtually no investment in
television relay and broadcast facilities and very limited use of satellite
dishes, leaving Tajik viewers and listeners with very little choice. The num-
ber of listeners is declining as well; as Soviet-era television sets and radios
break, many people, especially those in the countryside, do not have the
money to buy new foreign electronics. This situation is common in the
poorer areas of each of the Central Asian republics but is a particular prob-
lem in an isolated country such as Tajikistan.

The situation in Tajikistan is ripe for the spread of extremist ideologies,
as well as the further criminalization of the economy. Tajikistan already has
many of the features of a narco-state. With the revitalization of the opium
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and heroin production in Afghanistan, heroin trade across Tajikistan has
been steadily increasing, and with it the economic and political impact of
Tajikistan’s drug lords. As much as 4,460 kilograms of heroin have been
seized along the Tajik border since the start of 2004.!1> A year before the
total amount seized was 5,600 kilograms, and there is no evidence of a dra-
matic improvement in interdiction rates.!!®

Finally, as long as Rakhmonov is in office, there is likely to be little seri-
ous effort to attack the economic corruption that is at the core of the Tajik
state, which is bad news for those who would like to use legal means to
address Tajikistan’s poverty.

Uzbekistan’s Refusal to Reform

Years of nearly draconian restrictions on trade, combined with the govern-
ment’s policies of import substitutions, have distorted many aspects of
Uzbekistan’s economy, including the magnitude of the country’s debt bur-
den, which was 40 percent of the GNI in 2001.117 At the center of the prob-
lem was Uzbekistan’s decision to maintain Soviet-era state purchase and
price support systems in agriculture and a multiple exchange rate system for
its currency. The latter was an explicit violation of the terms of its economic
stabilization agreement with the IMF and led to the program being aban-
doned in 1996. But Uzbekistan’s president maintained that he better under-
stood the nature of his country’s economy than foreign specialists did, and
he and they spent the next several years talking past each other.

The Uzbek government’s own step-by-step program of exchange rate
reform had not led to a single rate of exchange by December 2001, when
a new letter of intent outlining agreed upon structural reforms was signed
with the managing director of the IME The agreement was designed to
cover a six-month period, ending on june 30, 2002, by which time the
Uzbek government promised to introduce a series of structural reforms,
including exchange rate unification and a stage-by-stage elimination of
the state procurement system for raw cotton and grain. In these two sec-
tors, Uzbek farmers (who are still largely organized in collective or com-
munal farms) have production targets set and are offered seriously
deflated purchase prices for their harvest.!!® In return, the IMF and
World Bank would help the Uzbek government meet projected budget
deficits if the latter kept to the timetable for structural adjustments.'!®
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The Uzbek government also committed to liberalize the country’s highly
restrictive trade policy.'?°

However, the Uzbek government never qualified for the additional assis-
tance, having failed to meet the agreed targets. Moreover, by late 2002, the
IMF and World Bank had reached new levels of frustration in dealing with
the Uzbek government, in large part because of the introduction of a series
of new tariffs and other trade restrictions, which led to the virtual collapse
of the fledgling wholesale trade network in the country and further ham-
pered trade with neighboring states (leaving millions of dollars in goods on
trucks that were blocked en route to Uzbekistan).

Much of this drama played out against the backdrop of strong interna-
tional criticism at the May 2003 EBRD annual meeting, which the Uzbeks
had fought hard for the privilege of hosting and for which they had invested
tens—if not hundreds—of millions of dollars in facelifts for their capital city.
The EBRD meeting set a number of political and economic targets for the
Karimov regime to meet and gave them a year to do it. But when Uzbekistan
finally introduced exchange rate unification in October 2003, international
confidence in the Uzbek economy was almost nonexistent.!?! This mea-
sure, introduced without substantially easing individual or enterprise access
to hard currency, did more to bolster the position of the critics of Karimov’s
regime than of its supporters. As their May 2004 EBRD deadline
approached, criticism of Uzbek policies (its human rights record as well as
its economic reform track record) increased, leading to a decision by the
EBRD’s board of governors to stop lending to the Uzbek government and its
state-owned enterprises. 22

For all of President Islam Karimov’s public assurance that he knew what
was best for the Uzbek economy, the question of whether or not to sharply
quicken the pace of structural reforms was increasingly divisive among the
Uzbek ruling elite. Those favoring more rapid reform were increasing in
number and outspokenness. Yet, even these pro-market reformers were
frightened about what a unified exchange rate would mean for the standard
of living of ordinary Uzbeks, although they also believed that delay could
prove more costly than immediate implementation.

In 2002, Uzbekistan’s per capita GDP of $1,670 was slightly better than
that of Kyrgyzstan ($1,620) and Tajikistan ($980), but much less than that of
Kazakhstan ($5,870) and Turkmenistan ($4,250).12*> Although government
policies have kept income low, a 2003 EBRD country strategy report argues
that Uzbekistan has avoided the extreme levels of poverty prevalent in some
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of the other poor CIS countries, with a government-reported national poverty
rate of 27.5 percent.'?* The EBRD expectation, like that of the Uzbek gov-
emnment, is that this rate will increase if economic reforms are pursued aggres-
sively. However, it is hard to know the actual poverty rate.!?> Anecdotal
information, including this authors own considerable travel experience in
Uzbekistan, indicates a sharp deterioration in the standard of living in the past
few years. Although official statistics report continued economic growth, the
U.S. Department of State explicitly rejects these figures, claiming that
Uzbekistan'’s GDP increased by only 0.3 percent in 2003.'%® And increasing
public restiveness seems directly linked to deteriorating economic conditions
of at least part of the population. There were demonstrations in markets in
Kokand and Kashi in November 2004.127 Moreover, some see the motivation
for the bombings of March-April 2004 as more economic than religious.!?8

Many blame the increasing restrictions on the illegal shuttle trade
between Uzbekistan and neighboring states, which used to supply the coun-
tries’ bazaars and stalls with cheap goods, as well as on new regulations gov-
erning the operations of small vendors. These regulations have put many
small merchants and traders out of business and left most consumer goods
priced beyond the means of the average Uzbek family—this despite the
Uzbek government’s strong emphasis on maintaining the social welfare net,
spending a relatively large 7 percent of GDP in 2001 on health and educa-
tion and 6 percent on social transfers.!?°

There is substantial controversy about the use of local councils of elders,
the mahalla, to distribute relief aid to poorer families. Although they are seen
as doing a good job in identifying those families with genuine need, some
Western experts argue that poverty assistance could be more equitably man-
aged through a state-supported professional social service.!° These experts
also argue that too much money is spent on salaries and that many benefits
are extended to rich and poor alike, including family subsidies, cheap gas,
electricity, and subsidized rent.

Schools are also used to target assistance to children. At the beginning of
the school year books, backpacks, and even boots and winter coats are dis-
tributed to certain grades nationwide. School lunches are also an important
source of nutrition for Uzbek children, as meager as they sometimes are. The
high overhead costs of Uzbek schools, however, are yet another source of
criticism for the government.

It is hard to know then why Uzbek reform was further delayed during
2001-2003. One explanation may be the rumored ill-health of the country’s
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president. Believing that a succession was relatively imminent, most of the
leading contenders for power may have tried to keep the economic playing
field frozen in place to maximize their own potential for patronage and per-
sonal wealth.

Corruption is as serious a problem in Uzbekistan as elsewhere in the
region, although detailed information about it is more difficult to come by
than in the less repressive states.!>! There is no question that decisions
made about the pace of privatization and other economic reforms are shaped
in part by the personal interests of President Karimov, his inner circle, and
a small group of other privileged regional elite. The partial state purchase of
cotton, and to a lesser extent grain, at less than world market prices is a
source of enormous benefit to those who manage the country’s export trade.
Similarly, fortunes have been made on the disparity between the different
values of the Uzbek som and by the small groups of people that control the
major commercial retail outlets.

Part of the answer for the delay in reform lies in the visceral and some-
what irrational fear among older members of the elite as to what freeing the
Uzbek market and privatizing key sectors of the Uzbek economy would
mean for social stability in general and employment in particular. Official
unemployment in Uzbekistan in 2001 was 0.6 percent, and the EBRD esti-
mates that the introduction of a unified exchange rate would lead to the loss
of between 150,000 and 250,000 jobs and create an official unemployment
rate of 3 to 4 percent of the work force. They also estimate that Uzbekistan
would be able to maintain positive per capita growth rates, given the coun-
try’s rich resource base.!3?

Uzbek critics argue that economic reform would inevitably lead to the
introduction of private land ownership, something that many in the coun-
try believe would create near revolutionary levels of public dissatisfaction,
given population density in the rural areas, where over 60 percent of
Uzbekistan’s population lives. Many fear that private ownership would lead
to feuds over land and access to water, because agriculture in Uzbekistan is
almost entirely dependent on irrigation. Some 88 percent of the cropland is
currently irrigated, one of the highest irrigation rates in the world.

There is nothing in the current environment in rural Uzbekistan, how-
ever, to suggest that these fears are warranted. The land available per capita
is tiny, only 0.5 acres, water rights have been an age-old source of conflict
in the region, and Soviet-era overcultivation of cotton has left a legacy of sali-
nated soil and polluted water supplies.
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Uzbeks missed the opportunity to cut back on the cultivation of cotton
in the first years of independence, when it would have been relatively easy
to introduce a lot more crop diversification than has occurred, because
Uzbekistan’s supply of cotton for Russia’s textile industry was subject to
negotiation after independence. Uzbekistan could have moved to a differ-
ent balance between the cultivation of food crops and cotton and sought the
development of a much strengthened agribusiness and textile sector of its
own. Instead, Uzbekistan’s nascent industries were crippled by the state’s
refusal to grant them free access to hard currency. Linkages to Russia’s tex-
tile industry were reaffirmed through long-term contracts on market terms
that benefited those engaged in the trade and provided the Uzbek state with
hard currency earnings.!>>

Uzbekistan is likely to remain the major source of supply to Russia’s tex-
tile industry for the foreseeable future, but many Uzbek economists are com-
ing around to the idea that the staged privatization of agriculture is necessary,
and that it is fully possible to achieve even with Uzbekistan’s dependence on
cotton cultivation. The key, in their opinion, is that farmers are able to sell
their cotton for something close to world prices and have ready access to hard
currency to allow them to purchase seed and agricultural equipment.

This, however, is still not the case, and in 2003 and 2004 some farmers
destroyed the cotton grown on private plots rather than accept the price
offered for it.!>* Their dissatisfaction helped to fuel the violent protests of
May 2005. But even these did not produce a rapid change in Uzbek gov-
ernment economic policy, either toward agriculture or for small- and
medium-sized enterprises.

Uzbekistan’s private sector has received little benefit from the govern-
ment’s introduction of currency convertibility, largely because of the diffi-
culty in actually gaining access to money since Uzbek tender and hard
currency are both in short supply. This situation affects entrepreneurs and
consumers alike, because the introduction of a national credit card banking
system, to which wages may be paid and purchases charged, severely dis-
advantages small traders and bazaar merchants. According to a report pre-
pared jointly by the Swiss State Secretariat for Economic Affairs (SECO) and
the IFC, 99 percent of smaller Uzbek firms are engaged in no form of pri-
vate trade, 13° and this was before the national credit card system was intro-
duced and their access to cash further curtailed.

Much of the enthusiasm has been beaten out of Uzbekistan’s entrepre-
neurial class in the past decade, and many have abandoned the idea of
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doing business in Uzbekistan. The World Bank estimates that SMEs account
for only 15 percent of the country’s GDP but provide 41 percent of the total
employment.!3® These figures are at sharp variance with official Uzbek sta-
tistics that claim that SMEs account for 29.1 percent of the country’s GDP,
and that 89 percent of Uzbekistan’s population is employed in the private
sector, 88 percent of which is engaged in SMEs. 137 This last figure, however,
includes mainly those employed in agriculture.

The lack of security of private property dissuades potential entrepre-
neurs from starting businesses. Many of those engaged in the private sector
lost their property between 1993 and 1995 when some of the early priva-
tizations were rejected as illegal, and they fear this could happen again. A
November 2002 decree, signed well after the Uzbek government recom-
mitted itself to meet the goals of macroeconomic reform, sent shudders
through the Uzbek small business community. This decree seemed to open
the door to renationalization of any enterprise that has changed its princi-
pal line of economic activity since privatization occurred. It also made it eas-
ier for state officials to use extortion to try to force the sale of successful
businesses to local “insiders,” which may have been what was tried unsuc-
cessfully in Andijan to cause the arrest of twenty-three businessmen for
supporting illegal Islamic groups. When one adds to this high (and varying)
levies on both the import and the export of goods, high-profit tax, and how
hard it is to maneuver through the multitiered Uzbek bureaucracy, it is sur-
prising that anyone has the energy or patience to run a privately owned
enterprise in the country.!®

Under the prevailing economic conditions in Uzbekistan, it is hard to
gauge how much of the earlier entrepreneurialism of the Uzbeks remains
and how successful the Uzbeks will be in penetrating a Central Asian mar-
ket that initially they could have dominated, but that now is filled with
competitors’ goods. Some Uzbek capital fled the country in the early 1990s,
and Uzbek entrepreneurs do play a role in Kyrgyzstan, Kazakhstan, and
Tajikistan, but those Uzbeks who have invested in neighboring countries
may find Uzbekistan’s own market difficult to penetrate.

Reformers in the Uzbek government understand that there are no quick
fixes for the economic stagnation created by a decade of vacillating on ques-
tions of economic reform. Establishing a single exchange rate for the Uzbek
som opens the door to the strengthening of the country’s private sector and
will stimulate the development of a local entrepreneurial class whose exis-
tence might stimulate necessary political reforms. However, the relative



Martha Brill Olcott | 123

impoverishment of the population over this same period, and the growth of
radical Islamic forces in their midst, makes the outcomes less predictable
and the process of reform riskier than it would have been if started earlier.

>

The quick survey found in this chapter of the economic and social devel-
opments in the region from 2001 through the first half of 2005 records few
encouraging developments.

Kazakhstan’s economy is by far the strongest in the region, and has been
further bolstered by the high price of oil. The Kazakhs recognize that wind-
fall profits in natural resource extraction could fund long-term economic
development that would secure the country’s future. But it is unclear if they
have identified the right formulas to do this, or have the will to see the pro-
jects through.

Turkmenistan faces all the challenges of structural reform that it did five
years ago, and shows fewer signs of being capable of modifying the politi-
cal power structure that cripples the bureaucracy, and the elite is no more
competent in managing the geopolitical challenges that also prevent them
from marketing their gas at competitive prices.

Uzbekistan, like Turkmenistan, has yet to modify the state command
structure of the economy, which has seriously retarded the development of
agriculture in particular, as the cotton sector is still largely unreformed.
Uzbekistan’s continuing tight trade policy continues to cripple the devel-
opment of small- and medium-scale enterprises in the country, and hampers
their development in both Tajikistan and Kyrgyzstan.

There, in Tajikistan and Kyrgyzstan, developments underscore the slow
nature of economic transition in resource-poor countries that accept macro-
economic reforms. The situation in both these countries attests to the diffi-
culties of balancing the need for reform with the risk of indebtedness, and
how the latter eventually defines the pace of the former.

The economic progress of all five states continues to be held back by the fail-
ure of the Central Asian states to deal with their common problems: the
absence of a regional trade regime, the competition over water, and the lack of
a regional understanding of how to allocate energy resources most efficiently.

As the ouster of Askar Akayev in Kyrgyzstan and the unrest one month
later in Uzbekistan testify, the Central Asian population is no longer willing
to sit by in silence as they are denied what they see as their economic due.
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Failures of Political Institution Building
Create the Challenge of Succession

ince September 11, 2001, policy makers in Washington have sought

ways to use increases in foreign assistance money to jump-start the
process of democratic reform in Central Asia, initially as part of a regional
strategy for rebuilding Afghanistan. But the war in Iraq shifted the attention
of U.S. nation builders, leaving them little creative energy and diminished
resources to apply to Central Asia. And even after Georgia’s Rose revolution,
when democratic change in post-Soviet states became a prospect with real
likelihood, U.S. priorities rested with those countries that seemed better pre-
pared for such democratic transitions.

The need for the Central Asian states to improve their human rights
record had long been reaffirmed as a U.S. goal, as Undersecretary of State
Strobe Talbott eloquently stated in his 1997 “Farewell to Flashman” address
on U.S. policy in Central Asia and the Caucasus.! Even after September 11,
State Department officials charged with oversight in these areas, including
two assistant secretaries—ILorne Craner, head of the Bureau for Democracy,
Human Rights, and Labor, and Elizabeth Jones, head of European and
Eurasian Affairs—continued to goad Central Asia’ leaders to strive harder
to make their nations embody democratic goals. And the Central Asian
states were all still being nominally held to the good governance objectives
that had increasingly come to dominate the rhetoric of the George W. Bush
administration after Saddam Hussein was overthrown by U.S. forces in Iraq.

The U.S. government tried to stay impartial throughout the political cri-
sis of late February-early March 2005 that led to President Askar Akayev’s
ouster in Kyrgyzstan. State Department officials condemned the conduct of
the election, but unlike the case of Ukraine when Viktor Yushchenko was
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treated as an aggrieved party, in this instance Washington preferred negoti-
ated compromise.? They also gave Uzbek president Islam Karimov ample
opportunity to explain the use of force to quell protests in May 2005.

But the way the United States went about trying to improve human rights
and governance issues attested to the relatively low level of strategic impor-
tance that the Bush administration accorded to the region.

Secretary of State Colin Powell’s refusal to certify Uzbekistan in Decem-
ber 2003 as making sufficient progress in the protection of human rights and
the implementation of democratic reforms was a very telling act, of more
rhetorical weight than substantive importance. The State Department could
have asked the White House for a waiver for Uzbekistan on the grounds of
U.S. national security but opted not to. When the aid cutoff came, only $18
million of direct U.S. assistance to the Uzbek government was affected, and
ways were even found to transfer some projects relating to penal system
reform to programs not affected by the certification process.

When Central Asia was of critical importance to the United States, as in
the first year of the war on terror, the agenda of the U.S. Defense Department
overshadowed those of the U.S. State and Energy departments. The view
from Defense was quite straightforward: The Central Asian states’ strategic
importance was defined first by what they brought to the war on terror, and
second through their contribution to U.S. energy security. Questions of
long-term security, such as democracy building, were of no real priority.

If gaining the Central Asian leaders’ cooperation required persuasion,
the administration was willing to provide incentives in the form of increased
foreign assistance. But in the early days of the war, when the Defense Depart-
ment sought to overcome logistical problems relating to military operations
in Afghanistan, the concern was that aid recipients got what they wanted if
possible, and the Central Asian states wanted increases in security assistance.
However, in part to mute some of the criticism of congressional critics who
complained that the war on terror was being used to bolster dictatorial
regimes, the administration also included increases in funds devoted to
political institution building in the supplementary funds allocated for
FY2002.3

U.S. and Uzbek authorities realized the importance of Uzbekistan chang-
ing its international image if the relationship between Washington and
Tashkent were to develop into a strategic partnership, because Uzbekistan’s
government had frequently been cited for serious human rights abuses. To
this end, President Islam Karimov, who traveled to the United States in
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March 2002, went so far as to pledge to carry out systemic political reforms
introduced over a five-year period that would result in democratically con-
tested parliamentary elections in 2004 and presidential elections in 2007.

However, it did not take long for President Karimov, as well as the other
Central Asian leaders, to realize that U.S. officials had limited, and very
focused, interest in their countries. Washington, at least at the highest lev-
els, was not going to deeply concern itself in their internal affairs, as long
as their Central Asian partners proved dependable in the areas of shared
concern. If anything, the Central Asian leaders rather quickly figured out
Washington’s new interest in their countries would translate itself into a
freer hand to pursue their own domestic agendas. As long as they gave peri-
odic lip service to the idea of shared goals while serving a vital role in the
war on terror, they could set their own timetables for their achievement.

Initially, some in Western capitals believed that Central Asia’s leaders
might be receptive to political reforms, because the risk posed by terrorist
groups was diminishing. The U.S.-led bombing campaign in Afghanistan
had largely destroyed the camps used by the Islamic Movement of
Uzbekistan (IMU) and killed many of its leaders. Increased and better tar-
geted security assistance offered by the United States and its North Atlantic
Treaty Organization (NATO) partners would make new extremist groups
easier to detect and eliminate.

It did not take long for Western hopes to fall, and as they did, U.S.
groups pushing for funding of projects relating to political institutional
reform in the Central Asian states found it increasingly more difficult to
secure support. There were more pressing demands for U.S. foreign aid
dollars, and U.S. policy makers sought projects that would yield more
immediate results or directly benefit American taxpayers.

The “carrot” being offered was small, and the “stick” brandished by U.S.
policy makers was so light as to be of no threat. When the leaders of the
Central Asian states showed little interest in seriously engaging in political
reform, the size of the carrot was reduced even further, making the strategy
of “planting seeds” even less likely to yield a harvest.

Although U.S. policy makers criticized negative developments, until the
limited aid cutoff to the Uzbek government in 2004, there have been only
minimal consequences for Central Asia’s offending leaders, except that the
money earmarked for democracy assistance in FY2004 was substantially less
than that provided in FY2003, or in FY2002 after supplemental funds were
allocated. U.S. assistance money was cut back again in the planned budget
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for FY2005, and there is with little prospect of it being increased in the near
future.* Although Central Asia’s leaders do not like the appearance of a slap
in the face, they do not feel punished by diminishing resources available for
civil society-building projects in their region. Much of the increase in fund-
ing for the Freedom Support Act (FSA) funding in 2002 and 2003 went to
activities that the region’s governments begrudgingly accepted, because
these activities were seen as benefiting critics of the regime more than sup-
porters.’

There is very little evidence to suggest that the Bush administration ever
saw nation building in Central Asia—that is, strong support of either polit-
ical or economic reform—as much more than a vague long-term goal. The
best evidence for this is how little new money was made available to the
region. The funds allocated to these states increased, and these increases
were large in relative terms but small in absolute terms. This is particularly
true of FSA funds that were allocated for democracy-building programs,
which netted the Kyrgyz $1.16 per person for 2002—and they were the best
funded state in the region on a per capita basis.® The Central Asian states
were getting a larger percent of the monies being allocated to the former
states of the Soviet Union, but the amount of money going into these coun-
tries was much smaller (both on per capita and absolute terms) than aid to
closer allies such as Israel or Egypt.’

The relatively small sums were justified as part of a philosophy of using
assistance money to plant the seeds for the development of civil society,
rather than as a subtle form of bribery, to help Central Asia’s leaders find
solutions to some of their economic problems, with the caveat that at the
same time they had to escalate the pace of developing pluralistic political
institutions.

By 2001, gold-plated bribery of the kind described above might no
longer have been effective in energy-rich Turkmenistan and Kazakhstan,
although it would have worked in Kazakhstan in the early 1990s. But in
Kyrgyzstan, Tajikistan, and Uzbekistan, substantial increases in FSA funds
might well have yielded changes in both local government and national
political life, especially had they been coupled with large increases in eco-
nomic assistance.

The popularly led ouster of Askar Akayev in March 2005 was to a
large extent made possible by long-standing U.S. support of non-
governmental civic groups in Kyrgyzstan, and facilitated by the presence
of a U.S.-funded independent press center. But civic society institutions
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were still poorly articulated in many of the rural regions of the country,
making the task of ensuring and sustaining a democratic transition of
power a precarious prospect. More work with local elites could well have
served as a stabilizing factor in Kyrgyzstan, not to mention in Uzbekistan,
where state failure is a growing risk.

The Central Asian states all had a considerable absorption capacity for
foreign assistance, with well-educated populations and professional bureau-
cracies. Most policy makers believed that the Central Asian regimes could
make effective use of far larger sums of money than were being allocated to
them and would have accepted them. This was especially true of funds tar-
geted for teacher training and curriculum reform in the natural sciences,
health-care reform, and even reform of the penal system. In these areas host
governments might have locked horns with their foreign advisers on selec-
tive questions, but they were willing to take a great deal of direction from
the outside world, especially if in the process the changes that were possi-
ble were more than those of just a demonstration effect. Nor did U.S. pol-
icy makers see corruption as so endemic as to make increases in foreign
assistance seem a bad investment.

Some assistance money clearly went astray, sometimes because of the
incompetence of those administering the projects, by choosing inappropri-
ate partners, or being unaware of malfeasance by foreign nationals or grant
recipients working on these projects.® Nevertheless, much of the money
went to the projects and audiences it was intended to serve, and as USAID
became more accustomed to working in the conditions of Central Asia, its
monitoring of projects improved as well.

The problem was one of priorities. The administration did not direct
Congress to allocate the kind of money necessary to make the U.S presence
an effective one, which would only have occurred if the threat of the with-
drawal of funds would itself serve as strong incentive for a recipient gov-
ernment to modify policies. The foreign assistance monies at risk would
have needed to be large enough to create unfunded mandates in areas that
the local population had grown used to receiving.

But U.S. policy makers saw solving the problems of the Central Asian
states as an unrealistic goal, given the complexity of reconstructing the frag-
ments of the command economy and the remnants of authoritarian vertical
hierarchies that formed the framing structure of these states. Having opted
for smaller sums and the use of a demonstration effect, the question of
appropriate partners as recipients became more critical.
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In the area of political reform, in particular, this served to further limit
U.S. leverage, because much of this assistance focused on trying to create
alternatives to the remnants of the Soviet-era elite that continued to domi-
nate in each of these countries. USAID funds were dispersed through U.S.
nongovernmental groups that worked in partnership with local groups,
most of whom were politically unaligned and some of whom were openly
in opposition to the regime.’

These activities were largely predicated on a model that sought to address
long-term security risks that might emanate from Central Asia. The poten-
tial for short-term security risks radiating from these states began fading in
importance for the Bush administration. The bases in Central Asia had
largely served their purpose by late 2003, and with a much larger military
presence in Afghanistan itself, the administration was thinking about shift-
ing them from “hot” to “warm” status.

Yet, as this chapter describes, the risks associated with failures in politi-
cal institution building throughout Central Asia continue to increase,
although the potential security threats associated with these failures vary
from country to country. Nor does the ouster of Akayev bode well. It is more
likely to signal a new wave of political instability than the beginning of a
smooth transfer to accountable democracies in this region. Economic dis-
locations of the transition to independence are beginning to appear more
permanent. Radical Islamic groups appear to have little trouble attracting
new members. All of this makes the future in Central Asia difficult to pre-
dict and often frightening to ponder.

Kyrgyzstan: The United States Missed Its Chance

U.S. policy makers could have used the opening provided by the events of
September 11 to push for further political reforms in Kyrgyzstan, because
here the goal of good governance was potentially attainable. Had they done
so Akayev might have been enticed into presiding over a final term in office
that created the preconditions for a democratic transfer in the fall of 2005
when his term was set to end. Instead, the ripple effects of the March 2005
parliamentary elections he felt bold enough to rig continue to be felt. Dis-
content over results that favored his cronies led not only to his ouster, but
will likely lead to destabilization even beyond Kyrgyzstan’s borders, as oppo-
sition groups in other countries grow more restless and ambitious.
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Until the mid-1990s, Kyrgyzstan was developing into a democratic soci-
ety, along a timetable that was not dissimilar from Central European states
such as Romania, Bulgaria, and Slovakia. But then, partly under pressure
from leaders of neighboring states, not to mention from his own family,
President Akayev lost his enthusiasm for democratic reform and began to
behave more like the other Central Asian rulers.

Kazakhstan’s President Nazarbayev and Uzbekistan’s Karimov resented
the high esteem U.S. policy makers had for Akayev, whose state seemed to
them insignificant. Each believed his own nation should be the U.S. favorite
in the region and both sought ways to make Akayev pay for his popularity
in the West. Both were able to use trade and energy issues as an effective
lever to demonstrate Kyrgyz insignificance. Akayev was able to assuage his
sense of powerlessness, and even the growing disapproval of the West, when
he balanced these off against the new ease with which his family and friends
could accumulate wealth. In the end, feelings of personal loyalties over-
whelmed Akayev’s idealism.

The conditions of the early 1990s lent themselves to idealistic values
more than those of the end of the decade. By the late 1990s potentially
powerful rivals to the president were emerging within Kyrgyzstan, who
used the fragility of the Kyrgyz economy to challenge Akayev’s state-building
acumen. At the very time that his hold on power was being challenged,
Akayev seems also to have become increasingly more aware of his relative
weakness and came to the realization that no matter how democratic
Kyrgyzstan was, it would always be overshadowed by more powerful—
though less democratic—neighbors.

The U.S. decision to open a military base in Uzbekistan was a bitter pill
for Akayev to swallow, because it demonstrated that his was not a special
relationship with the United States. Within a month of September 11,
Uzbekistan had clinched an exclusive partnership with the United States.'°
Here again, another window of opportunity to nudge Akayev toward greater
democracy was missed. The Kyrgyz president would have accepted most
preconditions imposed by the United States to get his own base to balance
Uzbekistan’s new strategic preeminence. Unlike in Uzbekistan, where the
use of conditionality would have slowed U.S. access to an air base without
producing any easy solutions for moving the country toward democratic
reform, in Kyrgyzstan conditionality would have served as an effective tool
for political change—and done so without compromising the U.S. goal of
immediate access to Central Asian airfields.
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This is especially true if conditionality had been used with some subtlety.
As the leader of a sovereign state, Akayev would not have been willing to
accept and fulfill a list of political demands. Some changes he likely would
not have acquiesced to regardless of the rewards on offer, such as exoner-
ating former vice president and opposition leader Feliks Kulov and releas-
ing him from jail. But if the sums involved might have allowed for problem
solving in sectors that the Kyrgyz themselves viewed as necessary, then the
United States could have pressed them to speed up and expand plans for
political reform in a number of sectors and could have gotten good coop-
eration from the Kyrgyz government. There were a large number of politi-
cal reforms spelled out in the poverty-alleviation strategy that the Kyrgyz
government had agreed to with the World Bank in 2001.!! These reforms
included projects for improving the efficacy of local government and the
gradual transformation of many senior local government posts from
appointment to election. There were also plans to overhaul the remnants of
the Soviet-era election system, replacing it with new technology.!? The intro-
duction of a multifaceted anticorruption policy was also an important part
of the poverty-alleviation program, which outlined reeducation and retrain-
ing of local judicial, investigative, and police officials programs.

The Kyrgyz had arranged for low levels of funding for all of these projects
through their major international assistance partners, but they easily had the
capacity to absorb several hundred million dollars of grant assistance (not
loans) to expand these projects.!? They did not have the capacity to absorb
and repay debt, however, making it critical that any additional assistance be
offered in the form of grants. Major increases in funding in even these three
areas of reform (local government, election system reform, and anticorrup-
tion policies)—of an additional $100 million to $150 million per year—
could have created a more stable playing field to anchor the country as it
moves forward from the upheaval of Akayev’s ouster.

Even if the United States and other Western donors had concentrated on
one single area, such as helping the Kyrgyz with electoral reform, they could
have influenced developments to favor advocates of civil society. The Ger-
man government had failed to provide transparent ballot boxes in time for
the October 2004 local government elections.*

Just three months before the scheduled February 2005 parliamentary
elections Kyrgyz authorities were complaining that U.S. authorities still had
not delivered on a promise to help fund the $320,000 national fingerprint-
ing drive to prevent multiple voting. But the United States had other priorities
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and in 1991 wanted to concentrate its assistance money for the region on
Afghanistan. The United States also lacked the administrative capacity to
disperse and supervise tenfold increases in assistance money in any of the
Central Asian countries, given the prevailing model of assistance that dis-
persed most democracy assistance funds through U.S.-based (or at least
U.S.-supported) NGOs, which absorbed large portions of these funds in
salaries for U.S. personnel and overhead for their home offices.

Had the United States been willing to make a substantial investment in
the political reform process in Kyrgyzstan, Akayev might have agreed to
many otherwise unpalatable measures, such as ending harassment of certain
political opposition figures. The United States could have further sweetened
the prospects for political reform by promising Kyrgyz suppliers substantial
contracts to provide humanitarian and technical assistance reconstruction
projects in Afghanistan. This would have given Kyrgyz light industry a real
boost.

In such an atmosphere of expanded U.S. political and economic engage-
ment with Kyrgyzstan, Washington could have put Bishkek on notice that
the conduct of the 2005 parliamentary elections had to meet democratic
norms, and that Akayev needed to convince the political opposition that he
would in fact leave office at the end of his term in October 2005. The cost
of failing to do either of these two things would put continued U.S. assis-
tance at risk, and that would leave Akayev and his successor regime vul-
nerable. But U.S. assistance was not sufficient to influence Akayev’s
behavior.

U.S. officials serving in Bishkek understood just how desperate Akayev
was to restore the balance of power within Central Asia. But instead of
thinking creatively, the United States chose not to make the development of
democratic political institutions a priority in its bilateral relationship with
the Kyrgyz Republic and made only modest increases in foreign assistance.

A modern printing press, funded by the State Department, was unveiled
in Bishkek in November 2003 as a way to prevent governments from being
able to use the state chokehold on printing and distribution to put inde-
pendent newspapers and publications out of business, a common trick."

The printing press, run by Freedom House, the U.S. democracy promo-
tion organization, is being used to print publications of independent groups
in Kyrgyzstan and Tajikistan, and played such an important role in the first
round of the 2005 parliamentary elections in Kyrgyzstan that the govern-
ment arranged a convenient loss of electricity to the building which houses
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it between the first and second rounds. Power was eventually restored
through portable generators located with the help of the U.S. embassy.'¢

The existence of the center will contribute to the training of a future
generation of journalists, but it provides little assurance that the current gen-
eration will be allowed to work in an unfettered fashion.!” In fact, over the
past three years quite the opposite has been true. Independent newspapers
have been forced into bankruptcy, and several journalists who are highly
critical of the government have been threatened with arrest, one died mys-
teriously, and an independent media center in Osh was vandalized.'®

Still, Kyrgyzstan’s press remains the most boisterous in the region, and the
country’s newspapers and electronic bulletin boards have seen wide-ranging
discussions of the sort that do not appear elsewhere in Central Asia. Some
of the government’s claims of opposition press irresponsibility are grounded
in reality, but the pro-government press has been no more responsible,
offering biased and fawningly flattering coverage of Akayev and his wife
Mairam. Within days of Akayev’ ouster, government and opposition press
were again sparring, in part over which groups would get to control the gov-
ernment press.

Political opposition and honesty are not synonymous. Some of the
charges of corruption around the first family are certainly true, but many of
the president’s supporters have come by their money honestly, as has most
of the opposition.'® Nevertheless, there are rotten apples found throughout
Kyrgyz public life, in the government and among the opposition. And alle-
gations of corruption are not clear cut. For example, Kyrgyz human rights
leader Ramazan Dyryldayev rejects the well-publicized claim that he used
funds given by foreign donors to buy property abroad, even though charges
stem from an independent audit of his organization.?® Similarly, the arrest
of the country’s most celebrated prisoner, Feliks Kulov, was certainly polit-
ically motivated, but it is also plausible that he was guilty of some abuses of
office of which he was accused, and his exoneration in April 2005 was done
in a wave of euphoria and without any real examination of the original
charges against him.?! It is also plausible that Akayev knew about and may
have even condoned some of Kulov’s purported weapon sales.

When a culture of corruption permeates a political system, everyone is
compromised. The corrupt nature of Kyrgyzstan is unlikely to change
quickly even with Akayev’ ouster. But corruption certainly grew worse dur-
ing Akayev’s last few years in office, giving no incentive to pro-opposition
or the pro-government groups to be more honest, temperate, and mature in
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behavior. Instead, they are likely to want the part of the pie they feel they
have been denied.

The distance between the government and opposition tended to grow, as
the president felt more able to deal effectively with his critics. This is partly
the product of increased cooperation between Russia and Kyrgyzstan on
questions of internal security. Such cooperation was designed to help shape
Kyrgyzstan into a “guided” democracy, rather than a society that is recog-
nizably democratic according to Western norms. Simply put,
Russian—Kyrgyz cooperation on internal security issues is intended to teach
the Kyrgyz how to make more skillful use of threatened force and political
intimidation and how to shape political reforms to create the illusion of
participation. But neither the Kyrgyz population, nor most of the Kyrgyz
elite were satishied with this form of virtual participation.

Kyrgyzstan is the one Central Asian country in which public opinion
has been able to force changes in government policy. Akayev’s increasingly
autocratic behavior fueled unrest as early as the spring of 2002, shortly
after 2,000 coalition troops were stationed at the Manas airfield and stabil-
ity became of primary importance. The arrest of a popular politician, Azim-
bek Beknazarov, in January 2002 led to the shooting of five protesters in
March. This sparked mass demonstrations which continued despite the res-
ignation of the entire government in May. It was only when the appeals
court lifted the charges against Beknazarov that the protesters went home.
Akayev never fully regained political legitimacy.

Beknazarov, as chairman of the Jogorku Kenesh (parliament) committee
on judicial and legal affairs, had called for Akayev’s impeachment after the
government decided to cede 125,000 hectares of territory to Chinese con-
trol during border negotiations.?? Beknazarov, who went on to serve as the
general prosecutor in the interim government following Akayev’ resigna-
tion, claimed that these lands contained valuable water resources, as well as
the graves of people who died fleeing to China to avoid arrest by Russian
troops in the 1916 uprising.??

Shortly afterward, on January 5, 2002, Beknazarov was arrested and
charged with exceeding his official powers as an investigator in the Toktogul
regional prosecutor’s office seven years earlier. Beknazarov was put on trial
in January 2002, and his supporters began to picket and some even began
a hunger strike.?* When one of the fasting demonstrators died of a stroke,
tempers flared even more, and demonstrations in his hometown of Aksy in
the province of Jalal-abad grew in size, so that by March hundreds, if not
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more, were participating. 2 Intimidated by the size of the demonstration, on
March 17 and 18, 2002, the local police used force to break them up, leav-
ing five unarmed people dead. Their deaths quickly became the cause of
nationwide protests leading to calls for Akayev’s resignation.

Akayev tried to defuse the crisis by appointing a team of special investi-
gators.*® He himself flew to Jalal-abad, which created more criticism than it
quelled. People complained that he, the president, who confined his stay to
the airport, failed to honor the dead by visiting their graves. Akayev also
sought scapegoats. At first the district administrator of the village where the
demonstrations took place, Shermamat Osmonov, was saddled with all the
blame, and Akayev fired him almost immediately, although Osmonov and
his superiors maintained that the police opened fire in self-defense, a claim
that proved impossible to sustain. Eventually, in May 2002, Osmonov’s
superiors were removed, although both were quickly named to prominent
positions elsewhere in the government.?” Several local police officers, how-
ever, faced prosecution, including the former Jalal-abad province police
chief, Kubanychbek Tokobayev.?8

The deaths in Aksy and the government’s response to them unified
Akayev’s political opposition for the first time. The scale of public protests
grew, and people from provincial cities started marching to the capital.
Advisers close to the president feared that if a way out of the crisis were not
found, Akayev would be forced to resign.?® In May 2002, in an unsuccess-
ful effort to satisfy the opposition, Akayev fired Prime Minister Kurmanbek
Bakiyev and named Nikolai Tanaev, a Russian who had long worked in the
republic, to replace him.

In the weeks that followed, Akayev demonstrated his political mastery.
He promised to meet with the legislature while simultaneously threatening
to disband the very same parliament, which would strip the current mem-
bers of all privilege.?® When this did not defuse the demonstrations,
Akayev's new friends from Russia’s Ministry of Internal Affairs were on hand
to help show their Kyrgyz colleagues some new tricks. Meeting halls became
impossible to rent, and marchers were turned away from Bishkek.

Akayev also sought to open new channels for political dialogue, inviting
the whole country to debate what changes to the country’s constitution
should be made to open up the political process.?! At the president’s behest,
a committee of jurists, politicians, and political activists was organized, and
they recommended restricting the power of the presidency, enhancing the
independence of the prime minister and the cabinet, and converting
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Kyrgyzstan’s two-house legislature back into a one-chamber body with
enhanced powers. But the version of the constitution put to the voters on
February 2, 2003, was not that offered by the committee, but one rewritten
by the office of the president, which left the presidency stronger than the
committee of specialists had envisioned and made it almost impossible for
the president to be impeached.?? The referendum, which also included a call
for President Akayev to serve out his term of office, passed overwhelmingly.
Just to make sure that Akayev would do this without undue public pressure,
in the run-up to the referendum, the Kyrgyz authorities added a number of
constitutional amendments that made it permanently more difficult for
opposition groups to get permits for large public meetings.

This experience convinced Kyrgyzstan’s opposition—-and many who
had previously been politically apathetic—that Akayev was not to be
trusted, that he would always find a way to cheat or outmaneuver his oppo-
nents. It explains why they were so fearful that Akayev would use the newly
elected parliament to propose a constitutional amendment that would have
allowed him to continue in office after his term expired in 2005.

The parliamentary elections of February 27-March 13, 2005, became
Akayev’ testing ground, and rather than relying on help from Washington
and technical assistance from OSCE instructors, the presidential entourage
decided to make these elections a testing ground for “managed democracy.”
But Akayev received bad political advice from his Russian advisers, and
even with extra training, Kyrgyzstan’s security forces proved unreliable in
crowd control.

While the actual process of voting was judged more transparent than in
the previous parliamentary election, the violations of democratic norms
were rarely random.?* Dozens of people who got on the ballot were pres-
sured into withdrawing their candidacy, generally to allow an Akayev sup-
porter an easy election victory. Several prominent critics were denied places
on the ballot due to legal loopholes, including three former ambassadors,
who failed to meet the residence requirements for parliamentarians because
of their diplomatic service.

Included in their number was former foreign minister Roza Otun-
bayeva,** who returned to the country in 2004 to join the opposition. Otun-
bayeva was excluded from running against Akayev’s daughter Bermet in the
February parliamentary elections. A former ambassador to the United States
and UN envoy in Georgia, she was disqualified under the law that says can-
didates must have resided in Kyrgyzstan for the previous five years.
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Political independents and opposition figures were targeted for defeat,
and most of the reports of vote buying came from their districts. A half
dozen opposition figures, though, received a majority of votes during the
first round of balloting, when under half the seats in the legislature were
filled. Even more effort was put into defeating opposition candidates in the
second round—it was then that the U.S.-government-funded independent
printing press found its electricity cut without explanation, starving oppo-
sition candidates of the means to print materials and reach voters.

Two key opposition figures, Adakhan Madumarov and Kurmanbek
Bakiyev,>> who most thought would be reelected easily, went down to
defeat in the second round, each claiming they were the victims of fraud.
The defeat of Bakiyev in particular seems to have been a rallying point.
This former prime minister and declared presidential candidate had strong
support from both the public and the elite in the populous and impover-
ished south, his home region. After his defeat, Bakiyev joined forces with
other discontented southern politicians, solidifying the United Opposi-
tion, which then sought to wrest control of the southern half of the coun-
try from Akayev. This goal was achieved in only a few days. The speed
with which they stabilized their new popular or interim executives and
legislative councils undoubtedly gave confidence in the ability of the
opposition to make a smooth transfer of power, as thousands of unhappy
residents in Bishkek—a town in the north—took to the streets on March
24. The organizers did not anticipate that participants in the march—
mostly young people—would break off and storm the president’s office.
Yet when Akayev fled they were only too happy to pick up the pieces and
assume authority.

Akayev brought little honor to himself in the way he retreated. He swore
in the newly elected parliament even as events in the south were devolving
out of his control. He is rumored to have fled his office rolled up in a car-
pet as protesters converged. Outside the country, he tendered his resigna-
tion by videotape but only after days of declaring via e-mail that he had no
intention of doing so.?®

The uncertain void at the country’s helm exacerbated the constitutional
crisis. Kurmanbek Bakiyev was named prime minister and acting president
by the old legislature—the legislature elected in 2000 and ostensibly
replaced by those elected in 2005, though their legitimacy was under dis-
pute. As a compromise, to stave off the prospect of having neither a presi-
dent nor a parliament, Bakiyev recognized the legitimacy of the 2005
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parliament (except in 20 disputed districts), which in turn affirmed him as
prime minister, but not acting president.

Bakiyev in turn named Roza Otunbayeva acting foreign minister, and
temporarily brought in Feliks Kulov, the former security minister, to coordi-
nate security, but Kulov resigned after one week to position himself to run
against Bakiyev in presidential elections scheduled for July, 10, 2005. In
mid-May Kulov made an alliance with Bakiev, and he will become prime
minister if there is a Bakiev victory. This led outside observers to be worried
about the openness of the contest and whether it would be compromised by
continued behind-the-scenes bargaining among political factions.

Askar Akayev, like his colleagues throughout the region, introduced polit-
ical institutions that were intended to create an illusion of political partici-
pation. They were designed to assuage foreign and domestic critics and not
to facilitate the sharing of power by the president and his entourage with
other groups in society. When demands for real power emerged Akayev’s
first instinct was to try and stifle protest and when that failed he sought to
push the offending groups from political life. But over time the Kyrgyz pop-
ulation and the opposition elite learned to anticipate his behavior, and in
March 2005, they simply outsmarted him.

To his credit, Akayev did learn one thing from the events in Aksy: that
firing on an unarmed crowd could lead to civil war. For all his unwilling-
ness to resign, he nonetheless opted for restraint. Unfortunately, as the May
2005 violence in Uzbekistan shows, there is no reason to assume that other
Central Asian leaders would make the same choice.

Kazakhstan: Can Nazarbayev Hold On?

The United States discovered it had little leverage during the last months of
Akayev’ rule, and little ability to press for the 2005 vote to be free and fair.
As is similarly the case with Uzbekistan, Washington’s hands were tied when
the airbase at Manas became a reality.

If it has been difficult for international actors to influence the process of
political institution in Kyrgyzstan, it is even more difficult in Kazakhstan.
Given Kazakhstan’s natural resource wealth, Western leaders are reluctant to
apply “sticks.” And given Kazakhstan’s financial solvency, there are few
potential “carrots” that can be offered.
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Given the key role of Western firms in developing Kazakhstan’s strate-
gically important oil and gas reserves, Western leaders will not press hard
for democratic reform in Kazakhstan until they believe that the non-
democratic nature of the Kazakh regime is undermining its own short-
term security.

Because Kazakhstan has been benefiting from the high price of oil, there
are few positive incentives available. The Kazakhs have no need to borrow
money from the International Monetary Fund (IMF) or the World Bank.
They are able to raise money on international capital markets, so they can
pay for technical assistance if necessary. The Asian Development Bank (ADB)
and the World Bank continue to operate in the country, but their focus is on
cofunded technical assistance programs.

The international community can influence political institution building
in Kazakhstan, but it is difficult to find potentially effective levers. The good
news is that many key figures in Kazakhstan realize that political institution
building must accompany economic growth if their country is to exert inter-
national influence and secure the long-term welfare of its people. But
Kazakhstan is unlikely to introduce democratic political reforms without the
cooperation of the current president. This does not doom the prospect of
democratic reform, but it does complicate it, and anyone interested in try-
ing to reform Kazakhstan'’s political system must take as a given that Presi-
dent Nazarbayev will remain in office until 2013, assuming he stays in good
health.

Nazarbayev has already announced his intention to run for reelection in
December 2006, and the 1998 constitutional reforms allow him to hold a
second seven-year term. The challenge in the 2006 campaign will be to
ensure a transparent voting process, prevent voter fraud, allow potential
candidates to collect voter signatures, and ensure candidates are not barred
from running through some form of judicial or administrative intrigue, as
was the case with former prime minister Akezhan Kazhegeldin, who was
struck from running for parliament, the Majilis, from the Republican Peo-
ple’s Party of Kazakhstan in 1999.

Kazakhstan’s citizens are patient, provided the standard of living in the
country continues to improve and the president’s family reduces rather than
increases its hold over the country’s economy. But in the wake of the Rose,
Orange, and Tulip revolutions, Kazakhstan’s opposition is determined to
turn this January 2006 presidential election campaign into a real fight.
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Developments in Kyrgyzstan, Georgia, and Ukraine also make it less likely
that Nazarbayev will be able to further consolidate political power in his
own hands and continue choking off economic opportunities for those out-
side of his family while ruling extraconstitutionally. All eyes are on him.

The political system in Kazakhstan most resembles that of Kyrgyzstan, in
that in both countries there is already a strong penetration of civil society
institutions, the political and economic elite is partially fragmented, and the
president has been associated with a pattern of corruption. But there are
important differences.

Kazakhstan is a much wealthier society than Kyrgyzstan, with a much
larger economy. Both countries have pursued relatively similar policies of
economic reform, but Kazakhstan attracted vastly greater sums of foreign
investment due to its large oil and gas reserves, which also have allowed the
Kazakhs to benefit from high global oil prices. As a result, poverty is much
less of a problem than in Kyrgyzstan, and Kazakhstan’s poor are relatively
dispersed across the country’s enormous territorial expanse, making them
much more difficult to organize and mobilize.

Some might argue that civil society institutions are not as well dispersed
in Kazakhstan, but the biggest difference is that the majority of the politi-
cal elite is still unwilling to break with the countrys president. There are
powerful members of the elite who are supportive of political reform, but
most of the elite are young enough to be content with a gradual opening of
the political system. The ethnic Kazakhs who dominate the nomenklatura
come from a culture in which a premium is placed on respect for one’s
elders. The challenge for Nazarbayev will be to retain their support.

Most members of the elite believe that despite all his flaws, Nazarbayev has
been a very positive force for the country, securing Kazakhstans indepen-
dence under difficult conditions and maximizing Western support without
alienating Russia. The goal of these people is not to embarrass the president,
nor drive him from power, but to ensure that when Nazarbayev departs in
2013, or earlier due to ill-health or demise, Kazakhstan is left with an open
and competitive political system, with a functioning legislature, at least a
quasi-independent media, and a political party system or some other effective
means of funneling potential members of the elite into the political system.

The elite advocating this approach is growing increasingly more numerous
and more effective over time. Its membership is drawn heavily from the eco-
nomic sector and from those in the state and other professional sectors who
have benefited from the opportunity to study abroad or in Kazakhstan’s
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Western-style training institutions.>” Their emergence serves to strengthen
the claim that the introduction of market reforms facilitates the development
of democratic societies, because those who acquire economic power are inter-
ested in gaining political power as well, if only to protect their holdings.®

Although the economic vitality of Kazakhstan has helped to create a vocal
and visible group lobbying for greater transparency in economic and politi-
cal decision making, it is still too early to predict whether they will be suc-
cessful in advancing their reform agenda. While the supporters of democratic
political reform in Kazakhstan have been increasing in number, the president
is still able to silence his critics at will. The past few years provide ample evi-
dence of this. In late 2002 a group of key reformers left the government and
formed a political movement called Democratic Choice of Kazakhstan
(DMK), which sought to expand the reach of participatory government in
Kazakhstan, improve the judiciary, and increase economic security through
better protection of private property. Their plans to transform the movement
into an opposition party were thwarted, but the process showed the limits of
the power of the regime as well as that of the opposition.*

Since Akezhan Kazhegeldin resigned as prime minister in late 1997,
Kazakhstan’s young entrepreneurs and economic pro-reformers have
become increasingly frustrated. These people are a relatively tight social
group, none of whom formally supported Kazhegeldin's subsequent efforts
to create an opposition within the country, but all of whom were disturbed
at the increasing consolidation by the president and his family members in
the aftermath of Kazhegeldin’s removal. They believed that the case for
reform had to be made within the confines of the political establishment and
by enlisting support of those close to the president.

These people have not sought to oust Nazarbayev or strip his family of
their vast economic holdings. Their intent, rather, was to increase their own
assets and expand their own political influence, and they believed increased
transparency offered them the best chance of doing this. However,
Nazarbayev’s son-in-law Rakhat Aliyev tried to gain control of some of the
DMK backers’ holdings, including media outlets and the import and export
of alcohol and sugar. Aliyev, deputy head of national security, wanted to fur-
ther expand his economic empire, in part to enhance his own power base
within Kazakhstan’s security organs.*

In retaliation, the independent Tan TV (owned by DMK member
Mukhtar Ablyazov) aired footage that charged Aliyev with using his office
to acquire personal assets. The exposé was embarrassing for Nazarbayev and
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made a mockery of his anticorruption policy, because Aliyev had formal
supervisory responsibilities in that sector. Nazarbayev “exiled” Aliyev, nam-
ing him ambassador to Austria. Aliyev temporarily lost control of his media
holdings, Karavan and Kazakh Commercial TV, and his diplomatic posting
to Austria disadvantaged him in his struggle for political succession within
Kazakhstan.*! Aliyev was one of the fiercest opponents of democratic reform
in Kazakhstan. Ironically he was assigned the task of pressing for Kazakhstan
to receive the OSCE presidency in 2009 and therefore responsible for detail-
ing for Astana the kinds of political reforms Kazakhstan must undertake to
make the OSCE presidency a reality.

The fates of those who opposed Aliyev are far worse. The momentum
behind the creation of the DMK movement quickly began to peter out when
two of its organizers, Mukhtar Ablyazov, former minister of energy, indus-
try, and trade, and Ghalymzhan Zhakqgiyanov, former head of the northern
Pavlodar oblast, were arrested on several charges relating to abuse of office.

Zhakgqiyanov’ arrest almost created an international incident, when he
took refuge in the French embassy in Almaty and was released only after the
French and German ambassadors were assured that he would remain under
house arrest throughout the course of the investigation into his alleged mis-
conduct. Zhakqiyanov, however, was taken off to jail, tried, convicted, and
sentenced to a seven-year prison term.*? Ablyazov, also convicted of all
charges, was sentenced to a six-year prison term but was granted amnesty
in May 2003, when he promised to abstain from all further political activ-
ity. Zhakqgiyanov refused to accept these same terms and remains in jail,
although he was transferred to a penal work colony in August 2004.

The treatment that Zhakgiyanov and Ablyazov received gave some DMK
founders pause. Both Nurlan Smagulov, president of Food Corporation, a
grain export company, and Yerzyan Tatishev, chairman of TuranAlem Bank,
left the movement after Nazarbayev cautioned that the country’s business
executives should confine their efforts to the economy, much as Russian
President Vladimir Putin had done with the “oligarchs.” By backing out of
politics, both Smagulov and Tatishev were able to retain their holdings.

Two other organizers—former first deputy prime minister Oraz Zhan-
dosov and Alikhan Beymanov—broke with DMK to create the Ak Zhol
(White Way) Party and were joined by Bulat Abilov as cochairs of the new
party, a move designed to preserve an impetus for reform while simultane-
ously avoiding the fates of Zhakgiyanov and Ablyazov.** The current strat-
egy of Ak Zhol reflects the decision by its leadership to seek a measured
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approach to political change, rather than to proceed hastily and promote
political backsliding through governmental retaliation instead of reform.

Members of Ak Zhol are hopeful that while the president will move against
individuals, he will not purge the pro-reform economic elite in its entirety,
because it is already strongly represented in key positions in the government,
banking sector, and business community. The goals of Ak Zhol are privately
endorsed by many of these people, but few with direct ties to the Nazarbayev
regime are willing to be publicly identified as Ak Zhol supporters.**

A change in the law in July 2002 forced all the political parties to rereg-
ister, and not all the parties met the tougher terms of required membership
necessary for legal recognition.*> Ak Zhol did gain registration and ran can-
didates in the 2004 local and parliamentary election campaigns as part of
an opposition bloc with DMK and the Communist Party. This enabled the
latter two groups to participate, as they had been denied registration as
political parties.

The fact that these people continue to survive and play a role in Kazakh
political life makes it clear that Kazakhstan is not an authoritarian country.
Although Kazakhstan is certainly not a democracy, its people enjoy a large
measure of personal freedom and control over their private space, which is
applied to all the ethnic communities living in the country. Ordinary citizens
do not fear that the hands of the security forces will reach down to touch
them, even if they criticize the president and his family in private settings.
Those who try to enter politics, however, are made aware of the long reach
of the state. Although he is a dictator—a term Nursultan Nazarbayev is
increasingly uncomfortable about using in public, preferring to be thought
of as a sort of modern-day khan—the Kazakh president also recognizes that
there are restraints on his power.

Nazarbayev believes that political power is partly defined by the society
that he governs. Kazakh society, like Kyrgyz society, has always been more
open than Uzbek or Tajik society. The Kazakhs like to say that this is because
of their nomadic past, which made their culture more adaptive, more recep-
tive to foreign influence. Certainly in recent centuries the traditional Kazakh
society took more from its contact with Russian culture than it did from the
settled oasis cultures of the peoples who lived in Uzbekistan and Tajikistan.
The process of cultural blending began well before the years of forced assim-
ilation of Soviet times, and it may be for this reason that the Kazakhs (and
Kyrgyz) have found the transition to independence easier than have the
other peoples of Central Asia.
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The organization of Kyrgyz and Kazakh nomadic society along clan and
tribal lines has encouraged a spirit of openness, because throughout Kazakh
history clan and tribe elders met and discussed the important political issues
of the day. This was true even in the sixteenth and seventeenth centuries in
which the three hordes of Kazakhs were united under a single ruler. None of
the Kazakh khans had the power of a figure like Timur (Tamerlane), the
Uzbek national hero.*

Nonetheless President Nazarbayev does not tolerate people who damage
his image. His family’s dominating role in media has helped create an atmos-
phere of more restrained political discourse than in Kyrgyzstan. Journalists
who cross the line have been brutally persecuted. In May 2002, Irina
Petrushova, editor of the outspoken newspaper Respublika, who had written
scathingly of Nazarbayevs cronyism, received a warning note attached to
the body of a decapitated dog.*” Also that month, when Kazakh opposition
journalist Lira Bayseitova was out of the country, her 25-year-old daughter
Leila died after receiving terminal injuries while in police custody.*®

Another example, the treatment of journalist and human rights advocate
Sergei Duvanov, who was arrested and found guilty of statutory rape, was
widely reported in the West—charges that an independent European com-
mission concluded were politically motivated.*® Duvanov had been report-
ing about the ongoing grand jury investigations in New York into corruption
in Kazakhstan’s oil industry and had published articles that linked the
Kazakh president to these investigations.>® Continued international atten-
tion to the case led to Duvanov being transferred to house arrest in January
200431

Duvanov’s case emphasizes the contradictory messages that the Kazakh
president has sent in recent years. Nazarbayev wants Kazakhstan to be
accepted in the community of serious states, one that accepts European
norms. That is why he is pushing for Kazakhstan to be the first post-Soviet
state to serve as chairman of the OSCE. (The choice for 2009 will be made
in 2006.) Yet Nazarbayevs own behavior or the actions he permits to be
taken in his name make the achievement of this goal seem improbable.

OSCE officials made it very clear to Kazakh leaders that they would have
to move quickly to reform their political system, if they want the chair-
manship. To advance their candidacy they must conduct free and fair par-
liamentary elections, allow the political opposition to exist without
harassment, create the preconditions necessary for independent media to
function, and create an independent judiciary.>?
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However, the Kazakh government has been willing to go only part way
to meet objections of its international critics. Some small steps have been
taken over the last few years. For example, in 2001, Kazakhstan began
choosing some local legislatures and officials on the basis of competitive
election, and the intent is to gradually substitute election for executive
appointment.53 In November 2002, the Kazakh president announced the
founding of a permanent consultative body that was convened in part to
provide a scorecard on how the government was doing.>*

The September 2004 parliamentary and local elections were conducted
according to a new election law that made it easier for independent candi-
dates to compete and provided for political parties to be represented on local
election commissions.’> The passage of a new media law on December 25,
2003, was roundly criticized by U.S. and OSCE officials for failing to meet
international standards and then vetoed by the president with great fanfare
at an international media forum (sponsored by his daughter Dariga) in
Almaty in April 2004.%¢

But candidates from pro-presidential parties enjoyed extraordinary advan-
tage in the electoral contests, and then when they failed to perform up to
expectation, the actual conduct of the election was skewed to produce more
favorable results. Nobody knows whether or not this was done at
Nazarbayev's command, but what is clear is that Nazarbayev did not press his
subordinates to conduct elections that met European norms. Had he done so,
the final results would have come much closer to exit polls than was the case.

But chicanery on the part of the government seems to have been respon-
sible for denying members of the coalition a fair share of seats in the par-
liament. While exit polls reported coalition candidates receiving 22.9
percent of the vote, the official tabulations gave them only one seat. The
coalition was also handicapped by the arrest of Bulat Abilov, Ak Zhol
cochair, on the eve of the election, making his candidacy illegal >’ Another
surprise was the relatively poor showing of Asar, Dariga Nazarbayeva’s party,
which got only 11.38 percent of the vote, against 19.1 percent as recorded
by exit polls. The big winner in the election was Otan, the party closest to
the president, which took 60.62 percent of the vote in the official results but
only 40.1 percent according to exit polls.”®

The OSCE strongly criticized the conduct of these elections. Ak Zhol
refused to take the one seat it won, claiming that the entire electoral
process had been illegitimate, but the Kazakh election commission
rejected its call for a nationwide referendum to annul the results.”® Ak
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Zhol'’s leadership then began to press for change in the structure of gov-
ernment and seek support from other prominent figures who have broken
with Nazarbayev. These include, most prominently, the former leader of
Otan and parliamentary speaker Zharmakhan Tuyakbai, who resigned in
protest of the elections, as well as Zamanbek Nurkadilov, former mayor of
Almaty and most recently emergencies minister, who formally fell out
with Nazarbayev in 1999 after Kazhegeldin was sent into exile for speak-
ing out regarding the Giffen kickback corruption scandal. Nurkadilov
accused the president of corruption and “wasting the country’s rich min-
eral resources.”®°

In the aftermath of the Ukrainian revolution, most political opposition
groups in Kazakhstan organized as a bloc called For a Just Kazakhstan,
which threw its support behind a single candidate, Tuyakbai, at a conven-
tion in Almaty on March 20, 2005.%!

The opposition hopes to turn the next presidential elections into a
Ukrainian style landslide. They do enjoy popular support, particularly in
Almaty, the country’ largest city. They have managed to hold demonstra-
tions of as many as 2,000 people,®? but the police have easily dispersed the
crowds, and the Tuyakbai campaign has been harrassed when trying to hold
events in the region.

Nazarbayev has a lot of discretionary power, and a lot of real options. He
maintains that he is committed to real, albeit gradual, political reform
accompanied by concrete steps to improve the social and economic condi-
tions of the Kazakh people.®?

In a February 2005 address to the nation, he offered a series of social
promises. For example, that the number of young people sent to the West
for master’s degrees at the state’s expense would increase tenfold, to 3,000
annually. If he fulfills this concrete promise, it will boost his popularity.

The process of political reform in Kazakhstan is highly regulated and
designed to create the impression that democracy is being bestowed on the
Kazakh people by its benevolent president, who is doing so in a way that is
consistent with the country’s culture and history.®* Although Nazarbayev
desperately wants to lead Kazakhstan onto a world stage, he is determined
to do it in his own way, preserving what he sees to be the perquisites and
prerogatives of office. Take for example his management of relations with
James Giffen, whose arrest has been discussed in earlier chapters.
Nazarbayev could—and should—have cut his ties with Giffen, or claimed
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ignorance of any illegal actions in which Giffen may have engaged, but
instead he rehired Mercator Corporation, now being run by Giffen’s son.

If Kazakhstan is going to evolve into a democratic society, it is incumbent
on U.S. and European leaders to make clear that rich and poor states are
held to the same norms. In the nearly six years since the investigations into
the source of Nazarbayev’s Swiss bank accounts began, he has been a wel-
come official visitor in many European capitals and has been received
warmly by the Queen of England and the president of France. Nazarbayev's
wish to have his country chair the OSCE provides a golden opportunity to
hold the Kazakh leadership to international standards.

It is obvious that Kazakhstan cannot become a mature democracy in the
span of a few years, but if the Western leaders accept the assertion that the
best Kazakhstan can become is a “guided” democracy, the Kazakh president
will guide the Kazakh people not only to six more years of Nazarbayev’ rule
but to the transfer of power to a candidate of his choice.

Opposition party leaders believe the president and his family see the
successful transfer of power in Azerbaijan as an invitation for them to do
the same, although they recognize that the failed efforts to transfer power
of Shevardnadze, Kuchma, and Akayev have created new and more pow-
erful precedents.®> Nazarbayev has no sons, and only one of his three
daughters, Dariga, seems to have any political ambitions, and she is his
daughter by marriage, born to Nazarbayev’s wife before the couple met.
Two sons-in-law, Rakhat Aliyev and Timur Kulibayev, also dream of becom-
ing president.

Although Dariga seems to have the inside track, the race to the finish
line may be bumpy. Asar’s failure to win more seats in the 2004 election
suggests the only tepid backing of her father.®® Timur Kulibayev, the son
of a regional communist boss from oil- and gas-rich western Kazakhstan,
has acquired valuable experience and skills in his post as second in com-
mand in the Kazakh state oil and gas company and could be a formidable
opponent.

Over the next several years many new contenders are likely to emerge
from outside the family, and they will try to make the 2006 presidential race
a real contest. Even if Nazarbayev has an easy time in 2006, the 2013 con-
test will be hotly contested. Kazakh society is going to become more com-
plex over time, and with that, the prospects of Nazarbayev establishing a
dynasty grow more unlikely.
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Uzbekistan: Failed Promises to Reform

The political system of Uzbekistan is fundamentally different from that of
Kazakhstan and Kyrgyzstan, and much less responsive to influence from
outsiders. This makes it all the more frightening that most observers believe
that Uzbekistan is becoming ripe for political change and see virtually no
evidence that the country’ elite or population is able to sustain a democratic
transformation.

While observers can squabble over the degree of political participation
afforded the citizens in Kazakhstan and Kyrgyzstan, Uzbekistan is without
question a modern-day authoritarian political system. But while the power
of the president and the security organs reaches down into even remote
localities of the country, successful exercise of this control requires public
cooperation, which has become more difficult to attain.

Uzbekistan has not been immune to the forces of globalization. The
impact of technology means that this country is quite unlike the totalitarian
states of the 1930s; independent sources of information do penetrate to the
Uzbek population, at least the portion that makes an effort to access them.
News broadcasts on the state channels are closely monitored for content, but
it is estimated that almost half of the households in Tashkent have access to
satellite-relayed programming, which includes Russian, English, and Turk-
ish language services. Similarly, although user privacy is not as well pro-
tected in Uzbekistan as in Kyrgyzstan and Kazakhstan (the Uzbeks use
Chinese technology to block access to “offensive” sites), there are Internet
cafes in almost every part of the country. Many young Uzbeks have become
cyber-sophisticates, finding ways to gain access to materials that are intended
to be inaccessible in Uzbekistan. In the end, economics more than politics
defines how much access a person has to unfettered sources of information.

Political discourse in Uzbekistan grew steadily more relaxed. Although
the call to appear in the local procurator’s office still strikes real fear in the
heart of normal citizens, such summons can also be wholly innocuous. In
private and semiprivate settings, ordinary Uzbeks now venture to discuss
political themes and to speculate on the future of their country. Even before
the large-scale protest in Andijan in May 2005, they had begun grumbling
publicly—in stores, in markets, and when they are delayed in traffic. Less
common were formal public protests, but they too were occurring with
increasing frequency. Women led these demonstrations more often then
men because police were more likely to disperse such crowds without arresting
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the participants.®” Moreover, after a series of suicide bombings in March-
April 2004 were blamed on Islamic extremists, many ordinary Uzbeks seem
to have sympathized with those who felt so aggrieved as to resort to such
desperate acts, rather than with their victims.®® And it seems to have made
other kinds of groups more willing to demonstrate as well, which is in sharp
contrast to public reaction after the explosions in 1999. ¢

All this suggests that the citizens of Uzbekistan will continue to press for
political change, even if force is used by the state to try to control them. The
challenge is to get Uzbek authorities to open up the political system in the
face of increasing public dissatisfaction rather than close it further. If the
government clamps down, they risk civil war.

There was a honeymoon period of about six months, in late 2001 to
early 2002, when observers hoped that increased U.S. engagement might
lead to much-needed political reforms. But so little reform occurred that in
late 2003 the U.S. Department of State formally condemnned Uzbekistan for
its failing human rights record.”™

Could the United States have made a major difference in Uzbekistan’s
political evolution in these years? Unlike in Kyrgyzstan, there was a limited
capacity in Uzbekistan to absorb large increases in foreign assistance
designed for political projects. The elite support base for such reforms was
much more limited, because there was virtually no independent entrepre-
neurial class seeking protection of legally acquired property. Over the long
term, however, increased levels of assistance would have had some positive
effect by raising the level of professionalism throughout the judicial and
penal system and in all sectors of public administration. It also would have
stimulated the development of a group of independent entrepreneurs, who
could have lobbied for further political reforms.

The improvement of the security environment in Afghanistan in late
2001-2002 created an opportunity for the Uzbek government to engage in
political reform, if they had wanted to. But these events did little to mod-
ify the personal ambitions of most of the key members of the Uzbek elite.
Most of the close circle surrounding Karimov had constructed political
careers that were strongly identified with a top-down style of political deci-
sion making that ensured control through the threat or use of force.

That Karimov wanted a strategic partnership with the United States was
clear, but discussions of political reform in Uzbekistan proceeded from a
very different basis than those on economic reform. Many senior policy
makers in Tashkent believed that the country had made a mistake to proceed
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so slowly with the introduction of a market economy, but few defended the
need for political reform on any grounds other than those of expediency to
gain credibility in the United States and Western Europe.

As already mentioned, during Karimov’s March 2002 visit to Washington,
he made a lot of promises and also signed five separate agreements between
the U.S. and Uzbek governments. The agreements included most impor-
tantly a broad-based “Declaration on the Strategic Partnership and Cooper-
ation Framework,” covering political, security, economic, humanitarian,
and legal cooperation, which committed the Uzbek government to support
democratic reforms.”! The United States promised support for Tashkent in
the face of external threat or risk to the territorial integrity of Uzbekistan.
In return, to quote the official communiqués: “Uzbekistan reaffirmed its
commitment to further intensify the democratic transformation of its soci-
ety politically and economically...and to build in Uzbekistan a rule by law
state and democratic society...to develop a law-based government system,
[and] further reform the judicial system and enhance the legal culture.””?

Paradoxically, the strong wording may have been the result of pressure
from the Uzbek side. One version of events holds that the State Department
originally suggested a somewhat weaker text, which would have allowed for
more realizable goals being set. But, according to this account, in discussions
held parallel to the official negotiations, some members of the Uzbek dele-
gation pressed for tougher language, arguing that unless nearly impossible
goals were set nothing would be achieved.

Even if Karimov was sincere in his promises to support political reforms,
he saw Uzbekistan’s journey toward becoming a participatory society as a
long one and not threatening his personal control. He had already extended
his term of office to 2007, in a referendum held in January 2002.73

The hand of fate need not endorse the timetable of dictators, and by
mid-2002 rumors began spreading about the president’s ill health, and with
them came signs of jockeying for position among the putative godfathers of
Uzbekistan’s leading political families. These men had little understanding
of how a democratic system operated, and no confidence in it (one cannot
manipulate what one does not understand).

The government made some largely symbolic steps to introduce a few of
the promised political changes. Karimov supported the gradual transfor-
mation of the parliament from a body that provides a rubber stamp on all
decrees and draft laws emanating from the president and his cabinet, to one
capable of debating and eventually even independently drafting legislation.



Martha Brill Olcott | 151

Legislators chosen in 2004 serve in a new bicameral body, but despite Kari-
mov’s glib promise of 2002, they were not freely or fairly elected. Tentative
steps have been made to begin the development of political parties that
represent different interests, but virtually all the parties participating in the
2004 election are pro-regime, and most were organized for the purpose of
making these elections appear democratic.”* Political parties not organized
by government initiative have not been able to receive registration.” This
includes new political parties, as well as Erk and Birlik, both of which have
been able to hold organizational meetings but have not met the formal and
sometimes whimsically applied legal conditions for registration.”

State censorship has been formally eliminated, but the government
retains control over the content of media. They do this through registration,
the requirement for state-registered media to file annual broadcast and pub-
lications plans, and by how they release news. Journalists who violate the
unwritten codes are either beaten or arrested for “defaming the image of
Uzbekistan abroad,” a threat to which those working for Western NGOs are
particularly vulnerable.”’

Much the same strategy has been applied to human rights activists. Some
previously banned groups were registered, and conferences have been held
on a number of political themes that had previously been taboo, although
sometimes such forums are solely for the benefit of specially invited foreign
guests.’® The activities of human rights groups are still closely monitored,
and those organizations that go beyond the bounds of government-
determined acceptability remain subject to harassment, losing their accred-
itation and having their leadership arrested.”

A similar pattern of slow and problematic progress emerged toward
prison reform and the protection of the legal rights of the accused. In a few
instances, police officials have been charged, found guilty, and received
prison terms for the use of excessive force in interrogating suspects arrested
on the suspicion of being religious extremists.®” The government has made
some improvement in the conditions of prisoners of conscience, including
granting them increased opportunities for prayer and some amelioration of
what in many cases are dire conditions.®! The Uzbek government even per-
mitted the UN special rapporteur on torture, envoy Theo van Boven, to
visit its prisons.8? Since then there have been a handful of independent
investigations of alleged police brutality in the deaths of prisoners, and the
police were exonerated in one case.®? Official cover-ups of the use of torture
at every level of the judicial system remain commonplace, and the Uzbek
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government refused requests for an international inquiry into the use of
deadly force in Andijan in May 2005.

The regime in Tashkent insists that Hizb ut-Tahrir poses an armed threat
to the state and is more adamant about this since the siege in Andijan, laid
to Akhromiya, its splinter group. Although some religious prisoners have
been granted amnesty, several thousand people remain in jail for allegedly
seditious activities linked to religion.®* Religious activists tend to be sub-
ject to the worst abuses of authority.%> Courts treat confessions as proof of
guilt, so extreme measures are frequently used to gain confessions. The
government campaign against Hizb ut-Tahrir entered a new phase after
the bombings in March, April, and July 2004.8° The latter explosions coin-
cided with the trials of thirteen defendants being tried for the former
attacks.®’

In addition to searching for survivors from the IMU, the government has
continued to arrest people with ties to Hizb ut-Tahrir. There are small cells
active in much of the country, and their numbers are enhanced by new
recruits, by government amnesties of small numbers of religious prisoners,
and by the release of activists who have completed their prison terms.?® Hizb
ut-Tahrir members also continue to cross back and forth from Tajikistan,
Kazakhstan, or Kyrgyzstan, bringing materials printed in these neighboring
countries back to Uzbekistan. Although Hizb ut-Tahrir is illegal in these
countries as well, the local authorities there perceive less of a threat from
their activities, are less vigilant in their supervision of suspected members,
and give shorter jail terms to those convicted of proselytizing.8° The general
state of nervousness about the dangers posed by Hizb ut-Tahrir is increas-
ing in the region, especially since the organization has been able to recover
the momentum of recruitment, which was substantially slowed in the imme-
diate aftermath of September 11, when the United States led a global inter-
national campaign to cut off funds to potentially suspicious Islamic charities.
But it did not take too long for the money chains through Central Asia to
be restored, given the relative ease with which Islamic groups can raise
small sums of money from believers in the region.

In the Uzbek case, as elsewhere throughout the region, the supervision of
religious life is in the hands of secular authorities, and for most of Central
Asia at least, many of these authorities were tied to the atheistic regime. The
country’s senior cleric, the Mufti, is nominally chosen by a gathering of reli-
gious elders, but in reality he serves at the explicit behest of the state com-
mittee that supervises Islamic affairs. While the individual mosques are now
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easily able to raise money and conduct services with only minimal intrusion
by state-appointed authorities, the opening of religious schools is still strictly
regulated by the state, and it is very hard to secure permission to open new
schools, something that was not true in the early years after independence.

To cast itself as supportive of “good” believers, the state committee
includes some believers in its membership who are loyal to the Uzbek state.
In recent years, it has given some new authority to the Mufti and his admin-
istration and has returned some property to its control.®! But the commit-
tee has also done things that have angered believers, such as trying to limit
the opulence of ifta (breaking the day’ fast) celebrations during Ramadan
and weddings. These steps were so unpopular that they led to rumors that
some of these believers are in fact members of radical Islamic groups who
are interested in sabotaging the state’s policy toward religion from within, by
pressing the state to support policies that go against the values of the Uzbek
community.

Restrictions on adopting religious dress in schools and public places ini-
tially introduced in the late 1990s remain in effect. They appear to be less
rigorously enforced, largely because they have had their desired effect of
forcing women in hijab (headscarves) to withdraw from public life, and get-
ting bearded men to either shave or go underground. These were actions
that enjoyed some public support, which highlights the complexity of reli-
gious life in Uzbekistan, where secular, traditional, and radical Islamic forces
have longed vied for influence within the community. But the majority of
Uzbeks, who practice at least some of the rituals of Islam, seem to support
the idea that religious life should be regulated by the community of believ-
ers, within a civil framework provided by the state. On most other ques-
tions, there seems to be very little consensus, including what should be the
attitude toward extreme Islamic groups (those who reject the dominant
Hanafi legal tradition). Support for the Hanafi tradition of Islamic jurispru-
dence is deeply rooted in Uzbekistan, and the growth of Hizb ut-Tahrir
(which rejects all four of the traditional Islamic schools of law) is a reflec-
tion of the absence of secular and religious options.

The Central Asian elite, of course, is not formally against Islam but is very
wary of revivalist or fundamentalist Islam, which seeks to regulate modern
life according to the teachings of the Quran. The elite wants to keep the
republics secular and prevent devout Muslims from forcing all of their co-
religionists into the public observance of the faith, which is becoming more
and more commonplace everywhere in Central Asia.
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Although the heavy hand applied by the Karimov regime to “extreme”
Islamic groups creates genuine discomfort in Washington, the official Uzbek
attitudes encouraging “good” or tolerant Islam while attacking “bad” or
extremist Islam is very much in keeping with official U.S. thinking on these
questions. If not for its human rights record, Tashkent would be a good
example of a state embracing the Bush administration’s view of moderate
Islamic ideas to defeat the spread of radical ideology.

Even now, the U.S. embassy in Tashkent invites both moderate clerics
and members of the state council on Islamic religion to the United States as
part of the international visitors program. The U.S. government has also
made fellowship money open to Uzbek scholars of Islam to come to the
United States and pursue research projects in comparative Islam that are
designed to encourage greater religious tolerance. Although there is reason
to question the practicality or likely success of the U.S. approach in general,
in the case of Uzbekistan, at least, it has helped sharpen the discussion over
the proper relationship between religion and the state. Those who come to
the United States draw few practical examples that are easily applicable in
the Uzbek context, but they do seem to come away with a sense of how
atypical the current Uzbek relationship between religion and the state is in
the greater global community, despite the fact that it is wholly ordinary in
the Central Asian context.

The international community has been much less concerned over intereth-
nic relations within the country than it has over the treatment of human rights
activists or the Islamist minority. Ethnicity has proved more fluid in Uzbekistan
than in any other place in the Central Asian region. Those who choose to iden-
tify themselves as Uzbeks and who learn the language are viewed as Uzbeks,
even if they come from ethnically mixed families or from families who in ear-
lier times may have identified themselves as Kazakh, Kyrgyz, or Tajik.*2
Although the percentage of ethnic Tajiks is a question of great controversy, they
are without question Uzbekistan’s largest minority, especially given the large
outmigration of ethnic Russians since independence.®?

Over the past eighty years much of the Tajik-speaking population in
Uzbekistan has gradually reidentified themselves and their families as
Uzbeks on their passports and official documents. But some of this reiden-
tification is just political expedience, and an untold number of Uzbeks still
identify as Tajiks and would prefer to be living in a Tajik-dominated state.

The Uzbek-Tajik split continues to have real impact on Uzbek political
life. Tajiks, especially those living in the border regions, are seen as poten-
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tially disloyal. There has even been the forced resettlement of residents of
some Tajik villages along the mountainous spine that Uzbekistan shares
with Tajikistan (in Uzbekistan’s provinces of Kashkar Darya and Surkhan
Darya), the site of the summer 2000 IMU incursion.*

Similarly, any time a Tajik is the beneficiary of political favor, rumors begin
to spread that he will use his new position to advance Tajik interests. When
Shavkat Mirziyayev, a Tajik from Samarkand, was appointed prime minister
in November 2003, many Uzbeks began to complain that this was just the first
step in the Tajiks “stealing away” the cities of Samarkand and Bukhara, both
of which Tajikistan believes rightfully belong in their republic.

Regionalism is also a very important political factor in Uzbekistan, and
the lingering power of regional elites is another reason why Tashkent has
been reluctant to engage in widespread political or economic reforms. As
elsewhere in the region, the president appoints provincial leaders, and Kari-
mov has made steady use of this power, replacing officials whose loyalty was
in doubt. But there has been a great deal more stability at the middle and
lower levels of the provincial government, and regional elites use their polit-
ical and economic levers to extract rents from the local population, in return
for delivering rents to the ruling elite in the capital.

As political conditions normalized during the first decade of indepen-
dence, these subnational identities, which were stimulated in the tumul-
tuous conditions of the final years of Soviet rule, have receded to some
degree. But in a time of political transition, the country’s social and politi-
cal cleavages will inevitably become more important. Even before the
protests in Andijan in May, 2005, the signals of impending transition were
becoming increasingly apparent in Uzbekistan. The average man on the
street was already talking about how it was time for the president to leave.
Although it is difficult to predict whether this transition will come in a few
months or a few years, the political system will be difficult to transform until
it is completed.

Unlike in some of the other countries of Central Asia, the competing
political forces in Uzbekistan are unlikely to want to use parliamentary or
other Western-style participatory forms of government to mobilize political
support. None of the Uzbek contenders feel that they have mastered such
styles of political infighting.

However, the absence of formal political institutions to moderate elite
competition means that the period of political transition will be a time of
great instability in Uzbekistan. Excluded political groups seeking to expand
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their influence are likely to appeal to regional and subnational groups as
they seek ways to expand their potential power bases. For much the same
reason, the role of religious opposition groups may expand as well, partic-
ularly the least radical of them.

One of the real tragedies of recent Uzbek history is that while the gov-
ernment claims to better understand its population than foreign observers
do, its instincts about how to achieve both political and economic reform
while maintaining stability seem woefully flawed. Over the past two years
the Karimov regime has grown more wary of accepting foreign assistance in
the area of political institution building than ever before, seeing U.S. non-
governmental organizations as little more than well-dressed revolutionaries.
Foreign groups have found it harder and harder to get their registration
renewed, and if the current trend persists, by 2006 there will be virtually no
Western organizations actively working in the field of elections or rule of
law. One tragic corollary is that foreign assistance in the area of education,
a parallel function for many of these groups, is also being slashed.

Despite rising public dissatisfaction in Uzbekistan, there is a slim chance
that the transfer of power will be accomplished peacefully. But it is impos-
sible to imagine that it will occur through democratic means. The political
system of Uzbekistan may appear simple to the casual outside observer,
with a powerful president and a strong security system able to dictate the
terms of political and economic engagement to a country of some 25 mil-
lion people, but in reality, the political system is quite complex. It is gov-
erned by an internal logic and rules of engagement that are opaque to
ordinary citizens but transparent to those who need to know them.

Such a complex system is quite slow to be transformed, especially if the
transformation is coming at the hands of outside actors who do not fully
understand where the levers of power lie, let alone how or by whom they
are exercised. This was a lesson that the Soviet rulers of Uzbekistan were
slow to learn. They—Ilike the U.S. and Western democracy builders—
believed, or at least argued, that they were pressing for change in order to
introduce a more just and equitable political system, one that would bene-
fit the people and not the rulers.

The ouster of President Akayev in Kyrgyzstan changed the political equa-
tion in neighboring Uzbekistan, for a frustrated Uzbek population are now
less inclined toward patience. The Karimov governments use of force to
maintain its control has heightened the risks that it faces. Given the hard
road Uzbekistan faces, most secular opposition groups—both democratic
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activists and the largely mute critics of Karimov, who serve in the regime—
still hold out hope that timely political reforms will be introduced, but few
have much insight on how to induce Karimov to create more public space
for civic society institutions.

Turkmenistan: Stalinism in One Country

Turkmenistan is a totalitarian system, no less so than Germany under Hitler
or the Soviet Union under Stalin. Western leaders, however, have not sought
to oust or isolate the Turkmen leader, largely because they do not believe his
actions create strong security risks for other states. But that does not make
him any less odious a political figure.

The behavior of President Saparmurat Niyazov raises the question of
how the international community should respond to a totalitarian ruler
who lacks global ambitions, as the inattention to the plight of the Turkmen
nation is coming at a time when dictators elsewhere are being ousted or tar-
geted for removal. Instead Turkmenbashi has been able to continue brain-
washing his population through his far-reaching cult of personality. By
choosing to recognize the legitimacy of Niyazov’s authority and granting him
the minimal amount of respect due to the leader of a sovereign state, the
international community has effectively become complicit in Turkmen-
bashi’s cult.

Ironically, U.S. officials justify the policy in Turkmenistan as a necessary
complement to the war on terror—the same justification that was respon-
sible for the decision to go to war in Iraq. Washington defends its decision
to seek cooperative security relations with Turkmenistan despite the coun-
try’s egregious human rights record because the Turkmen leader has allowed
the shipment of large quantities of humanitarian assistance to pass through
en route to neighboring Afghanistan and has provided limited landing rights
and other support services for the allied forces active in the region.

Turkmenistan’s security cooperation with the United States is inversely
proportional to its commitment to political liberalism. When the political
situation in Turkmenistan began to deteriorate seriously in 2003, Niyazov
raised the prospect of closer security cooperation with the United States to
fight drug trafficking and other transnational threats. In the fall of 2004, the
Turkmen leadership discussed furthering military-technical cooperation and
border protection issues when Lieutenant General Lance Smith, deputy
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chief of U.S. Central Command, visited Ashgabat, following General John
Abizaid’s visit. Given the lack of professionalism and the pervasiveness of
corruption in the Turkmen military and security services, it is hard to believe
that increased cooperation between Ashgabat and Washington will have
much effect.

For a far smaller contribution to the war on terror than that being made
by Uzbekistan, the U.S. administration tolerates a regime in Turkmenistan
that is far worse and that is unlikely to change as long as Niyazov is in
power. U.S. officials like to point to small victories, such as how draconian
restrictions on Turkmen citizens’ freedom of movement were relaxed some-
what due to strong U.S. pressure and the threat to invoke the Jackson—Vanik
amendment.® The Turkmen government gets virtually no direct U.S. assis-
tance, outside of the area of security, and policy makers in Washington
defend the small sums that go to nongovernmental groups in Turkmenistan
as keeping the tradition of civic initiatives alive, no matter how few in num-
ber and how apolitical in content the funded projects may be.*®

Anyone who has contact with Niyazov knows how little interest he has in
supporting the development of participatory political institutions in his coun-
try. Most foreign assistance for civic institution building in Turkmenistan
goes to foreign-based activities or opposition groups.®’ But this money, which
is only devoted to peaceful forms of political capacity building, is relatively
small, reflecting both the low level of international interest and the limited
capacity of Turkmen opposition groups based abroad.

Turkmenistan’s political system is increasingly a one-man show: In 2003,
the fifty-member parliament (the Majilis), already a mere rubber stamp for
the president, was completely stripped of its powers. These powers were
then turned over to the Halk Maslahaty (the 2,507-member People’s Coun-
cil), which Niyazov has termed a more authentic representation of Turkmen
traditional culture, a modern substitute for the gathering of tribal elders. But
the tribal elders of traditional Turkmen society had considerable power,
whereas the current Halk Maslahaty is filled with delegates from the various
branches of the government and other public institutions as well as sectors
of the economy.

Niyazov has always defended his choices as providing the Turkmen peo-
ple with the kind of political system they want. Although he talks of hold-
ing presidential elections in 2008-2009, no one believes that there will be
competitive elections held in Turkmenistan during Niyazov’ lifetime.?® He
sees himself as an all-knowing benevolent khan, able to reach his decisions
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after only the most cursory consultations with his advisers. He prefers to be
guided by formal audiences with the Turkmen people, held in Ashgabat or
in well-publicized tours of the more distant parts of the country—some of
which are even undertaken in disguise, as if there could be any mystery
about the identity of any short Turkmen traveling with a large security detail.

As long as Niyazov is in power, there will be no possibility of building or
even “planting the seeds” of any democratic society. What was highly
unlikely before became virtually impossible following the failed coup led by
former foreign minister Boris Shikhmuradov, on November 25, 2002.
Niyazov escaped unhurt after, as he claims, gunmen opened fire on his
motorcade. Niyazov launched a fierce police crackdown against the sus-
pected perpetrators. Some human rights watchdogs claim that more than
100 people have been arrested following the alleged assassination attempt,
including Shikhmuradov, who was sentenced to twenty-five years in prison
for treason. The same sentence was given, in absentia, to two other accused
plotters, the exiled former Central Bank chief Khudaiberdy Orazov and for-
mer Ambassador to Turkey Nurmukhammed Khanamov.*® Property belong-
ing to them and their relatives was seized according to provisions of the
“Betrayers of the Motherland Decree.”

The details of the coup are still incomplete. U.S., Uzbek, and Turkish
diplomats based in Ashgabat do not share what they know. One alleged par-
ticipant, Leonid Komarovsky, a naturalized U.S. citizen who was a business
associate of Shikhmuradov, was arrested and then released because of sub-
stantial pressure from Washington.!® His version of events is much like that
of Shikhmuradov’s supporters: that the former foreign minister returned to
Turkmenistan to talk the president into resigning, which Shikhmuradov
hoped to do by demonstrating that he had the support of the rest of the gov-
ermnment.!%! According to other accounts, some of the disloyal security forces
may have been involved in the attack on Niyazov's motorcade as it was
making its way from his residence in Ashgabat due to the lack of open
opposition in the country.!? It is hard to imagine that Niyazov could have
been convinced to resign or that Shikhmuradov believed that he could take
power without the use of force. But the real intention of the plotters is
unlikely ever to be known, even if Shikhmuradov manages to survive his
twenty-five-year prison term.

The Turkmen elite faced a stark choice: endure their president or try to
overthrow him. It was clear that Boris Shikhmuradov was publicly pressing
for his removal, and he sought support from the governments in Russia, the
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United States, Turkey, and Uzbekistan to achieve this end.'®* Some in the
Uzbek government seem even to have facilitated Shikhmuradov’ return to
Turkmenistan. The governments of Russia, Turkey, and the United States
seem to have had prior knowledge of Shikhmuradov’s plans and may have
promised support in the event of his success.

All had observed that Niyazov’s behavior was becoming more erratic.
During a presentation to a Washington audience in the spring of 2002,
Shikhmuradov talked about how fearful he always was about reporting to
work on Mondays, because, he maintained, Niyazov always offered his most
absurd policy recommendations on that day, having been left to his own
devices on the weekend.!** The goal, the former foreign minister said, was
to talk Niyazov out of an idea before he signed it into law by mid-day.
Clearly, much slipped through, including things like renaming the days of
the week or the months of the year to commemorate Niyazov’ life as well
as the history of independent Turkmenistan. !

Privately, Shikhmuradov admitted that he bore some responsibility for
the political excesses of Niyazov’s regime, because he had acquiesced to
them.!% Publicly, he described himself as having initially been swayed by
Niyazov’s charisma, which he was eventually able to see through. Niyazov
did not take kindly to competition, and Shikhmuradov, a Soviet foreign
correspondent (a widely assumed cover for the state security services), was
held in high regard.

Shikhmuradov’s ability to influence the Turkmen president had been
declining since the mid-1990s, as the Turkmen president began turning to
a number of key foreign business partners for advice. Shikhmuradov was
removed as foreign minister in 2000, and when he resigned from his post
as Turkmenistan’s ambassador to China in October 2001, he was rumored
to be only days away from arrest, having been accused of illegally selling to
Russia five Sukhoi fghter jets along with 9,000 Kalashnikov submachine
guns and 1.5 million bullets, charges that Shikhmuradov vehemently
denied.!"’

The former diplomat had enough contacts to live comfortably abroad but
chose instead to form his own political party, the People’s Democratic Move-
ment of Turkmenistan, and to become a very vocal and public opponent of
the regime.!% However, because he was half Armenian and half Turkmen,
he was not viewed as having any real presidential ambitions.!? He feared
that Niyazov’s support for the war on terror gave him a freer hand to pur-
sue ever more repressive policies. Now an “ally” of Washington, and
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rumored to be suffering from hardening of the arteries, Niyazov felt empow-
ered to move against any real or potential future enemies. He has always
feared disloyalty on the part of his government and as a result has rotated
state officials in and out of office. But in the months after September 11,
Niyazov turned on a number of high-ranking officials that he believed had
independent political power bases.

The most public attack was made against former security chief Muham-
mad Nazarov, dismissed in March 2002, and charged with “premeditated
murder, procuration of women, abuse of power, bribe-taking, illegal arrests,
the manufacture and sale of counterfeit documents, seals, stamps and blank
forms, embezzlement and the abuse of power.” Nazarov received the max-
imum sentence of twenty years in prison.!!? Twenty-two men formerly
under his charge also faced prosecution.!!!

In March 2002, Major General Tirkish Tyrmyev, the head of the border
guards, was also dismissed. In May 2002, the head of the Central Bank,
Khudaiberdy Orazov, was fired, and the Turkmen government has regularly
sought Orazov’s extradition, on charges of being a traitor of the fatherland.
With these arrests, Niyazov assumed sole control of all decisions involving
Turkmenistan’s foreign exchange. Former defense minister Kurbandurdy
Begendjev was also arrested, in December 2002, and charged with four
counts of corruption.!*? In addition, Shikhmuradov’s successor, Batyr
Berdyev was arrested on December 8, 2002.113

But only Shikhmuradov, arrested on November 25, 2002, earned a
Stalin-style show trial. An obviously beaten and seemingly drugged
Shikhmuradov was put on display to the republic’s legislature and then
found guilty of treason, only to have his life sentence commuted to twenty-
five years of hard time. Niyazov offered this as a personal gesture of gen-
erosity, and in return the former foreign minister praised the spiritual
guidance of Turkmenbashi during a broadcast confession in which
Shikhmuradov claimed that he had been led astray through his addiction to
drugs. This confession, which was broadcast in part on Russias TV1 and
then archived on Shikhmuradov’s website, appeared scripted by someone in
the president5 office, if not by Niyazov himself.!!*

The lives of ordinary citizens were affected as well when exit visas were
reintroduced. Exit visas were abolished in January 1, 2002, but reinstated
in modified form in February 2003. Further limitations on the registration
and range of activities permitted to NGOs also were imposed, making it
much more difficult for them to receive foreign funding
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The OSCE, with strong U.S. support, was sufficiently alarmed about the
human rights situation in the country in the aftermath of the 2002 failed
coup attempt to invoke the Moscow Mechanism.!!> But the rapporteur,
Emmanuel Decaux, a professor of international law at the University of
Paris, was denied a visa to enter Turkmenistan.!'® OSCE officials have also
requested, and been denied, access to political prisoners—a refusal that has
fueled rumors that prominent prisoners are dead or seriously ill. Niyazov
has explained that according to Turkmen law, prisoners must serve five
years of their term before they can receive visits.

Discrimination against Turkmenistan’s two largest minority populations,
the Uzbeks and the Russians, also increased after the failed coup attempr,
as Niyazov believed that the leaders of both countries were complicit in the
planned coup against him. The Uzbeks in Turkmenistan are treated worse
than Uzbek minority populations in any other part of the region. Although
disputes over water were likely more important, their plight was probably
a reason why the Uzbek government may have facilitated Shikhmuradov’s
return.!!’

In 2003, the Turkmen government introduced further cutbacks in Uzbek-
language education and media, leaving it no real role in the country’s public
life.1!8 Increased travel restrictions for entering and leaving the country were
also introduced. This had the desired effect of making it financially onerous
and often logistically all but impossible for Uzbeks living on both sides of the
Turkmen border to visit their relatives and family graves. Some have specu-
lated that the Turkmen president expected Uzbeks in the border regions to
turn their displeasure on President Islam Karimov. Niyazov also wrested con-
trol of the country’s Islamic administration from the Uzbek clerics who pre-
viously ran it, and in 2004, former Mufti Nasrullah ibn Ibadullah was even
arrested for his opposition to the use of Rukhnama in mosques and was
charged with treason for his alleged involvement in the 2002 coup attempt.!!

The impact on Turkmen—-Russian relations has been more complex. In
the aftermath of the coup Niyazov felt compelled to turn to Moscow as a
protector, to prevent the Kremlin from supporting any new Shikhmuradov
figure that might come along. Niyazov saw agreeing to a long-term contract
with Russia’s Gazprom as the best way to do this, and the twenty-five year
agreement negotiated in 2002 was signed in the presence of Russian Presi-
dent Putin when Niyazov visited Moscow in April 2003.12°

Nothing ever leaked about the understandings reached between Putin
and Niyazov in their private sessions, but Niyazov was left feeling both
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insecure and angry that he had ceded so much control of his economy for
so little economic return. In April 2003, he turned on the Russian popula-
tion of Turkmenistan, refusing to extend the treaty of dual citizenship with
Russia and giving local dual citizens until June 22, 2003, to choose Turk-
men citizenship or leave the country. But new exit requirements effectively
closed off the latter option, because those opting for Russian citizenship
needed to go to Moscow to get the visa support to leave Ashgabat legally but
of course were barred from leaving the country to get to Moscow. And even
those with the proper documentation to exit were confronted with a new
sharply curtailed Turkmen Air schedule of flights to Russia. Russian citizens
found in Turkmenistan after the deadline risked having their property
expropriated. It was reported that several thousand Russians were literally
thrown out of their apartments and their possessions put on the street.!?!

These events caused an uproar in Moscow. Protestors marched on the
Turkmen embassy, deputies in the State Duma demanded retaliation, but the
Russian government took no concrete actions. The whole episode was quite
embarrassing for Putin and the Russian government. As the Russian press
wrote, they were trading gas for people. Ironically, the agreement between
Turkmenistan and Gazprom proved relatively short lived, as the Turkmen
stopped delivering gas to the Russians in late 2004 and sent the agreement
back for renegotiation in early 2005.!%2

The decision by the international community—or more particularly by
both the United States and Russia—to tolerate the behavior of the Turkmen
president closed whatever small window of opportunity there might have
been to push for political reform. Reform would never have been an easy sell
with Niyazov, but had Washington and Moscow been more aggressive in
their courting of the Turkmen opposition prior to the November 2002 coup
attempt, Niyazov might have been pushed to make some very tentative
steps toward opening up his country’s political system. Easing restrictions
on NGOs and allowing Turkmen citizens freedom to exit their country for
travel and study would have strengthened linkages between the Turkmen
community and the outside world.

The United States had potential leverage in Turkmenistan, particularly,
if they had exercised it in concert with Russia, because the Turkmen regime
cannot survive without being able to sell its resources internationally, and
cooperation between Moscow and Washington would be enough to isolate
Turkmenistan. So when a credible opposition emerged in the person of
Boris Shikhmuradov they could have collectively pushed Niyazov to make
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political concessions or face the risk of international embargo. But neither
country was concerned enough about the political situation in Ashgabat to
do this. Moscow’s main concern was to secure Turkmenistan’s gas, which
was obtained on better terms from a frightened Niyazov, whereas Wash-
ington wanted no small ripples to disturb the execution of its geopolitical
priorities.

Developments in Turkmenistan show how rapidly the ruling elite can
turn on its president. By November 2002, many members of the Turkmen
elite had decided that their country’s hyperpresidential system put their
very existence at risk, as well as the political and economic future of their
country and its citizens. But it also showed how hard it is to achieve regime
change in Central Asia.

Whether Boris Shikhmuradov and his supporters would have carried
through on their promises to introduce a government that promoted eco-
nomic reform, a functioning parliament elected in a free and fair fashion,
and establishment of freedoms of speech, press, and assembly will likely
never be known. But as long as Niyazov is in power, the country’s very
small political elite will remain terrified to speak out at home, and even the
small group that survives in emigration will be cautious given that their
extended families are hostages of the regime.

As long as Niyazov lives, Turkmenistan is likely to enjoy at least the sem-
blance of stability, albeit one that is obtained at great cost to the personal
freedom of the Turkmen people. Although scattered protests do occasion-
ally occur—for example, in summer 2004, there were reports that anti-
Niyazov political leaflets had begun to circulate in parts of the country—
Niyazov believes that his day of final reckoning is still a long way off. In a
pronouncement on the “ages of man,” he decreed that the age of wisdom
begins at 73.!2> And he behaves as if he has decades left to decree a wise
alternative to his own near-divine rule. Someday, however, Niyazov will
pass from the scene. Although Article 61 of the constitution concerns pres-
idential succession, providing for the speaker of the People’s Council to
take over, by definition this is a post that is only given to someone who is
seen as wholly lacking in political ambitions.!?* The longer Niyazov lives,
the more unlikely it is that those currently in jail or in exile will be able to
play a major role in the succession, leaving the struggle for power to be
played out by sycophantic courtiers who still enjoy Turkmenbashi’s favor.'?

But unlike those who gathered to inherit the remains of Stalin’s power,
those in Ashgabat will immediately confront powerful foreign patrons, and
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those who control the flow of Turkmenistan’s commodities are likely to pre-
vail over the most ambitious of the Turkmen pretenders.

Tajikistan: A Step Behind

Tajikistan is the only place in Central Asia where the president did not
spend the first half of the 1990s consolidating his political power and his
family’s control of the economy. Unique to Central Asia, Tajikistan is a post-
conflict society, headed by a president who consolidated power because his
side emerged on top in a divisive civil war. Although Tajikistan came out of
that war territorially intact, its political and economic power structure was
substantially modified, with shifts in power between regional actors, and
naturally all the power at the national level was transferred to the win-
ners.'2® Power shifted from Khujand (now Sughd) to Kulob and from an
older generation accustomed to the soft life of the top layers of the Soviet
elite to a younger generation with hands dirtied in the field or in battle (in
many cases, literally so, and in other cases those who supported and
financed the battle).'?’

There was some power sharing provided for in the General Agreement on
the Establishment of Peace and National Accord in Tajikistan reached in
June 1997.28 The accord provided for the demobilization of fighters from
the losing side, the United Tajik Opposition (UTO), and set terms for their
reintegration into governmental structures.!?° The best opportunity for the
United States and other Western nations to influence developments in Tajik-
istan came in the period shortly after the signing of the reconciliation agree-
ment. Tajikistan, which had qualified for very little Western assistance
previously, was desperate for funding to rebuild its wartorn economy and
the atrophied remains of its Soviet-era bureaucratic infrastructure. But West-
ern assistance agencies did not link political and economic reforms, which
enabled President Imamali Rakhmonov’s government to consolidate power
in ways that limit the prospects of those who seek to challenge it.

Although Rakhmonov and most of his colleagues might not have under-
stood how a market economy functioned, or had much idea of how Tajik-
istan could maximize its contribution to the global economy, they did
understand that their prize was of limited value without some degree of eco-
nomic reform and that with economic reform would come increased trans-
parency. They also understood that Russia lacked the resources to make
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this investment. Although Moscow would continue to exert a chokehold on
security relations, it would not inhibit Western interventions in many sec-
tors of the economy or in the country’s political life.

But the United States and the western European nations had no real
interest in increasing their leverage in Tajikistan. They were pleased that the
country’s civil war was drawing to a close, but ending it had never been an
international priority, in part because it was playing out under the shadow
of the much greater, partially interconnected, and seemingly irresolvable
conflict in neighboring Afghanistan. In fact, ongoing security concerns
within Tajikistan itself led several nations to reduce or even withdraw their
missions.!3® Neither the United States nor Western European nations were
willing to invest in the rapid overhaul of Tajikistan’s security system.

Funds were scarce, and there was real question as to the capacity of Tajiks
to absorb this money. The one exception was the area of narcotics interdic-
tion, where the international community made a commitment to capacity
building, but through 2001, funding for these programs averaged less than
$1 million annually. So dire was the situation that the Tajik Agency for Nar-
cotics Control (AKN), created in 1998, was nearly forced to close on several
occasions, even though it was viewed as a highly professional operation. 13!
The narcotics trade across Tajikistan limited prospects for political and eco-
nomic reform, but dealing with it required curbing opium production in
Afghanistan because “rents” from the drug trade were a major source of per-
sonal income to a number of Tajikistan’s key political figures.

After September 11, the United States also had the opportunity to influ-
ence developments in Tajikistan, by using new funding for reform of Tajik-
istan’s security system to pave the way for political change. U.S. funding in
a number of security sectors increased, and Tajikistan joined NATO’ Part-
nership for Peace Program in February 2002, adding yet another source of
funding.!? But the increases were relatively small or one-time allocations.
For example, Tajikistan received $21.5 million for security and law enforce-
ment reform in 2002 and only $1.2 million in 2003.13> That same year the
United States announced a $2.4 million grant to help Tajikistan fight drug
trafficking, despite the fact that many experts believed that opium produc-
tion in Afghanistan was up by about 6 percent in 2003.1>* U.S. diplomats
serving in Tajikistan pressed hard for more money, arguing that the
Dushanbe regime not only could successfully absorb such increases but
had earned them by bringing its civil war to conclusion and engaging in a
modicum of structural economic reforms. Neither their arguments nor
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Tajikistan’s strategic location (sharing a long and largely unprotected border
with Afghanistan) had much impact.

The U.S.-led military campaign in Afghanistan did little to increase the
relative importance of Tajikistan for U.S. policy makers. Fearful of under-
mining their support for the government of Afghan President Hamid Karzai,
U.S. officials did not want to move against Afghanistan’s Northern Alliance
warlords. Many of these men were Afghan Tajiks and partnered with their
ethnic brethren in Tajikistan to move their contraband supplies. And the
Tajik government had much less to offer in a strategic partnership than the
Uzbek or Kyrgyz governments. Nor did Tajikistan offer much in the way of
potential cultural or political congeniality to spark the interest of policy
makers in Washington who might argue that the country was worth sup-
porting as a nascent or fledgling democracy.

Awareness of his country’s increased strategic importance also seems to
have made Rakhmonov less willing to engage in political reform; rather
than moving to embrace democratic principles, he began moving more
firmly away from them. This partly reflected his greater ability in manipu-
lating the powers of the presidency, which seems to have taken him about
five years to understand, roughly the same amount of time it took for Cen-
tral Asia’s other presidents to consolidate their power. The constraints of the
1997 National Accord have proven relatively easy to circumvent, and
Rakhmonov feels secure in his control of the levers of power. While willing
to give lip service to the need to preserve democratic forms, he is consoli-
dating power in the office of the president, a position he has made clear that
he has no intention of vacating any time soon.

In fact, he felt confident enough to press for a constitutional referendum
in 2003 that, following Nazarbayev’s example in Kazakhstan, changed the
term of office of the president to seven years and made him, who comes up
for reelection in 2006, eligible to serve two additional terms in office.
According to current law, Rakhmonov would then be forced to retire in
2020 at age 68. The clumsy way the referendum was conducted showed his
relative lack of concern for international opinion. Voters could cast their bal-
lot “yes” or “no” for a group of fifty-six amendments, and many Russian vot-
ers complained that they were handed Tajik-language ballots with no
translation provided.!*

Few international observers were present, so it is likely that the 93.13
percent approval rating was the product of old Soviet-style voting, where a
single person bearing numerous passports of family members could cast all
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their votes.!3® Or it may just be that Rakhmonov accurately judged Tajik-
istan’ citizens’ overwhelming support. But one thing is certain: he quite cor-
rectly judged that the United States would put no real constraints on his
behavior; all the referendum earned him was a rejoinder that Tajikistan was
expected to choose its parliament and president by means of free and fair
elections.!?’

The Rakhmonov government is more interested in imitating a democracy
than being one. Like Kyrgyzstan, Tajikistan has a very large NGO sector, sus-
tained by the international community, which collectively serves as the sec-
ond or third largest employer in the country. Rakhmonov and his team
understand that to place sharp restrictions on this sector would simply
exacerbate the countrys economic problems. Moreover, any dramatic
change in the legal regulatory environment that controls the NGO sector
would certainly provoke an international outcry and put Tajikistan’ sizeable
foreign assistance at risk. But Tajikistan has not made sufficient progress in
either political institution building or in economic reform to get the degree
of foreign debt relief that Kyrgyzstan has gained.!?®

The Tajik government has confidently increased pressure exerted on
independent media, and the number of independent media outlets is
decreasing. Critics of the government can find the size of their print runs
reduced, greater difficulty in distributing their publications, or even revo-
cation of their licenses.!*

Opportunities for political participation are diminishing. The Democra-
tic and Social Democratic parties both opposed the June 2003 election,
causing the leadership of these parties to be further marginalized. Members
of the formerly powerful political families in Khujand have been barred
from leading roles in national politics for so long that they now set their
sights on just retaining some influence in their home region.

While relations between Rakhmonov and the Islamic Renaissance Party
(IRP) are souring,'*’ Rakhmonov no longer fears the mobilization potential
of the IRP, whose leadership is now divided between those who are willing
to serve in the regime, those who are interested in using Tajikistan’s laws on
political parties to serve as a loyal opposition,'*! and those who believe that
cooperation with the regime threatens their religiously inspired political
agenda.!*?

The government has used the existence of this third group, as well as a
seemingly small but obviously increasing presence of the Hizb ut-Tahrir
movement on Tajik territory, to justify the increased state control over the
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Islamic establishment. As part of the compromise reached in the aftermath
of Tajikistan’s civil war, Tajikistan’s Islamic establishment was allowed a
greater degree of self-government than elsewhere in the region. But in 2003
the Rakhmonov government began to take control of the process, appoint-
ing new imams, and generally seeking to regulate the content of sermons
being preached in the country’s mosques.!*3

The writ of the national government extends over the distant Badakhshan
province more in name than in fact. The provincial capital of this moun-
tainous region, which has two peaks over 7,000 meters, is linked to the cap-
ital city of Dushanbe by a road that is effectively impassable for much of the
year. In the immediate aftermath of the civil war, the Kulob-led government
sought to break the independent spirit of the Pamir people (who speak a
dialect of Tajik and who are Ismailis, a sect of Shia Islam that advocates
human dignity and compassion—a minority in a country with a Sunni
majority). Pamiris who traveled outside their home region did so at risk of
death.

A relatively peaceful status quo was eventually restored, in large part
through the auspices of the Aga Khan, a leader of the world community of
Ismailis who is embraced as a descendant of the prophet Muhammad.!**
The Aga Khan has been a major benefactor in the Badakhshan region of
Tajikistan, in particular, but his educational, agricultural, and technical
assistance programs are open to participation from all parts of the country.
The Badakhshan region also contains Tajikistan’s most remote borders with
Afghanistan and has been an entry point for the transit of drugs and other
forms of illicit trade, as has the 125-mile stretch of border that extends
throughout Katlon province (the combined Kulob and Qurgan-Teppe
regions).

Constant rumors persist about how intimately the government is con-
nected to the drug trade, with unsubstantiated allegations ranging from the
corrupt behavior of low-level police officials up to and including the mayor
of Dushanbe. This is obviously a topic about which it is all but impossible
to collect reliable information; the few written sources that exist are quite
contradictory. Some authors describe a network of loosely or even uncon-
nected traders who bribe various levels of government officials to get their
goods across the country, whereas others see a well-organized criminal struc-
ture at the core of the trade, which has been closely connected to local
Russian military forces and senior Tajik government officials.!* The Tajik
government has shown no real enthusiasm for rooting out government
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officials tied to the drug trade;!*® in 2004 it even briefly replaced the coun-
try’s “drug czar” with someone allegedly tied to organized crime, only to
remove him after public outcry.'* Despite the varying theories on its course,
most informed observers agree that the complicity of Tajik government and
security officials in the drug trade, from the lowest regional to the highest
national levels, is sufficient to greatly complicate the task of anyone, local
or international, eager to engage in systemic political reform.

Political life in Tajikistan will be influenced by events in Kyrgyzstan, but it
is hard to know whether it will serve to increase the chances for democratiza-
tion or to exacerbate the countervailing processes of political and social decay

Tajikistan had parliamentary elections on February 27, 2005, the same
day as the first round of elections in Kyrgyzstan. The vote was criticized by
the OSCE for falling far short of international norms. The ruling People’s
Democratic Party got 80 percent of the vote, while the Islamic Renaissance
and Communist Parties got only 10 percent of the vote collectively, and
they together will hold only 6 of 63 parliamentary seats.

The four opposition parties—Democratic, Communist, Islamic, and
Social Democratic—have strongly protested the election results, and pressed
for a new election. But unlike their Kyrgyz counterparts, they have not been
able to translate these protests into large popular demonstrations against the
Rakhmonov government.

The opposition believes that they have a better chance of defeating
Rakhmonov in 2006 than in getting the recent parliamentary results over-
turned. But their confident optimism should be tempered by their coun-
trymen’s continued political apathy, stemming from dread of another
wrenching civil war.

i

If Kyrgyzstan’s “tulip revolution” succeeds, and a new regime that is demo-
cratic in reality, not just rhetoric, puts down roots, it will reverberate pos-
itively throughout a region that many have written off as hopeless from the
point of view of building democratic societies. The Kyrgyz example has put
all other leaders in the region on notice that they too must take seriously
the need for popular political enfranchisement or risk being driven from
power.

If however it fails, and the new regime creates itself in mirror image to
Akayevs, different in name only, it will have failed not because the masses
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in Central Asia are unreceptive, but because the ruling elite in Kyrgyzstan
managed to sabotage the process of political change. Thus even the failure
of the Kyrgyz revolution will not leave Central Asia’s other leaders feeling
more Secure.

Events in Kyrgyzstan provide strong evidence that sustained Western
support for grass-roots political organizations can prove effective. Some
freshly organized student groups played a pivotal role in mobilizing the
final demonstrations in Bishkek that brought down Akayev. The foundation
needed for the creation of these groups was laid over the course of a decade
by human rights groups, independent press and journalists, and political
monitors at work in the country. The established groups proved there was
a niche in Kyrgyz public life that would make the formation of newer groups
possible as they established citizens’ right to organize independently of the
government.

This natural foundation of nongovernmental political groups is absent
in both Uzbekistan and Turkmenistan, and increased U.S. assistance will
not succeed in creating it overnight. In neither country can NGOs be
expected to organize or channel public opposition in peaceful ways. In
Uzbekistan in particular, where the risk of anomic violence is already pal-
pable, there is reason to fear that secular groups will have only minimal
impact on creating what the United States would see as desirable political
outcomes. Here, too, there is the growing risk that the use of force by the
regime will not quell protest, but instead plunge the country into civil war.
And what is going on underneath the surface in Turkmenistan is largely
terra incognita, so impenetrable has this society been to outside influences
and observers.

Tajikistan, meanwhile, is more difficult to predict. Civil society groups
have penetrated more deeply in that society than in either Turkmenistan or
Uzbekistan, but the population has already paid a huge price in the civil war
that developed as part of the aftermath of the political mobilization of the
early 1990s, and may choose to remain politically unengaged despite the
presence of both secular and religious groups seeking to engage them.

Kazakhstan is much more of a conundrum. Civil society institutions
have penetrated quite deeply in the society, and a vocal opposition both
inside and outside the ruling elite exists to challenge the power of President
Nazarbayev. But it is less clear how much of a priority the United States
should place on influencing outcomes. Obviously, the United States should
strongly support the conduct of transparent and competitive elections in
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Kazakhstan, and offer technical assistance to both the government and
opposition to help make this a reality. But, in sharp contrast to Kyrgyzstan,
the Kazakh opposition is much more capable of funding their own activi-
ties, and there is no need to create a perception that they are U.S. puppets
by pumping in too much aid.

Much like in Kyrgyzstan, a regime change is unlikely to produce a for-
eign policy shift toward the United States. Just like in Kyrgyzstan, any suc-
cessor government is likely to seek to sustain close ties with both Russia and
China, as well as maintain the support of the U. S. government.



Changing Geopolitics:
Less Has Changed than One Might Think

he war on terror has increased the strategic importance of the Central

Asian states for Washington, but it has not led to dramatic changes in the
security environment in the region. None of these states is likely to follow
the path of Latvia, Lithuania, or Estonia into the North Atlantic Treaty Orga-
nization (NATO), and none is likely to be admitted into any of the key
European political and economic associations. The reason for this is not
their location east of the Urals, but rather their governments’ failure to
progress toward European economic and political norms. While the Kyrgyz
may claim that the ouster of Askar Akayev is like the revolutions in Geor-
gia and Ukraine, positioning them for the West’s warm embrace, in reality
the only state that has any chance to be accepted as a full-fledged member
of European institutions is Kazakhstan, and it still has a long way to go
before its leaders have a hope of achieving the sought-after presidency of the
Organization for Security and Cooperation in Europe (OSCE).

The limited U.S. military presence, combined with ensured access to the
region’s oil reserves, defines the strategic importance of Central Asia to the
United States, and concerns about the region’ stability have been secondary
to Bush administration strategists. In late 2001 and most of 2002, U.S. lead-
ers and those from other Western governments talked a great deal about the
importance of increased engagement with the Central Asian states and the
need for international financial institutions to work more closely with these
countries to help them cope with the unresolved developmental challenges
that the breakup of the Soviet Union and independence brought them. In
the end, however, this proved to be little more than talk. And even with the
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Georgian and Ukrainian revolutions, where freedom and democracy were
hailed as being “on the march,” little if nothing was done to spur on the
trend; regime change in Central Asia did not become a U.S. priority.

Plans for a regional strategy for rebuilding Afghanistan were largely
shelved when the magnitude of the challenges in Afghanistan became clear
and were almost entirely forgotten after the war in Iraq was launched.
Although the overall amount of international assistance coming into the
region has increased in recent years, these increases have been relatively
small and have not bought the international financial institutions any real
increase in their leverage. Added to this is the general sense of donor fatigue,
as the U.S. Agency for International Development, the International Mon-
etary Fund, the World Bank, and the Asian Development Bank were all tied
down by more pressing commitments in other parts of the world.

From the point of view of the international donor community, the Cen-
tral Asian region was divided into states that had no pressing need for help
because they were either doing well (enough)—Kazakhstan, Kyrgyzstan,
and Tajikistan—and those that were difficult to engage effectively—
Uzbekistan and Turkmenistan. But this meant that the region’s states were
largely left to their own devices to cope with failures of their own develop-
mental strategies and the nontraditional security threats these helped stim-
ulate, and few contingency plans were developed for extraordinary events
that might develop, such as the ouster of a sitting president.

New Role for the United States

The launching of the war on terror made many U.S. policy makers divide
the world into friends and foes, but even those Central Asian countries that
were quick to demonstrate their support for U.S. military campaigns in
Afghanistan and Iraq have found out that improved relations with the
United States fall far short of a strategic partnership.

For both sides, the interest, naturally, has been more in what they can do
for us than in what we can do for them. The United States has no interest
in making the investment to turn any of the Central Asian states into reli-
able security partners, and a state like Uzbekistan, which is truly interested
in developing such a relationship with the United States, has been unwill-
ing to engage in the systemic economic and political reforms necessary to
become full partners of the United States and its European allies.



Martha Brill Olcott | 175

The scale of increased U.S. security assistance in the region was designed
to respond to immediate U.S. security needs. In the aftermath of September
11,2001, the U.S. Department of Defense was the lead actor in defining the
priorities of the U.S. strategy. U.S. military assistance increased quite strik-
ingly in 2002 and 2003, only to drop sharply in FY2004 and FY2005, when
the relative importance of these bases began to diminish.!

The decline in assistance reflected the fact that the priority of senior offi-
cials in the Department of Defense had shifted, although they continued to
try to strengthen bilateral military relations with these states.? It also was the
product of views held by other policy makers, such as those in the State
Department, as well as those charged with congressional oversight of foreign
policy (both congressmen and their staffs), that the U.S. relationship with
the Central Asian states could not mature into anything resembling a part-
nership unless the leaders of these countries committed themselves to more
far-reaching economic and political reforms than even the most liberal-
minded of them was willing to consider. Nor was it a priority of U.S. pol-
icy makers to try to figure out how these leaders’ attitudes might be changed
or whether new kinds of engagement or greatly increased funding might
produce different outcomes in the region.

There was no powerful constituency in the United States willing to take
up Central Asia’s cause. The energy lobby was not seriously concerned about
the political or economic status quo. The U.S. oil companies active in the
region were generally quite satisfied with the U.S.—Kazakh relationship and
were pleased by the increased U.S. security presence. Those concerned with
the nation-building aspect of the war on terror were far more concerned
with how allocations for Afghanistan would be spent, and then after the
invasion of Iraq they were drawn to the much larger pot of money for
rebuilding efforts in that country.

Unlike Armenia or Ukraine, the Central Asian states lack sizeable dias-
pora communities in the United States. The existing communities are small,
and their most vocal elements are political exiles whose agenda often over-
laps with those of U.S. human rights groups. They also rely heavily on con-
gressional support but lack the lobbying potential to press for their concerns
on an ongoing basis. So although the Senate has passed amendments to the
Foreign Operations Appropriations Act reflecting displeasure with devel-
opments in various Central Asian countries, such as the incarceration of for-
mer vice president Feliks Kulov, the arrest of a prominent journalist in
Kazakhstan, or the persecution of independent Muslims, such resolutions
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have little bite.> In general, since September 11, Congress has been disin-
clined to take actions that would impede the U.S. international security
posture in Central Asia and elsewhere. The Bush administration has not
sought to use the threat of funding cutoffs as an effective tool of foreign pol-
icy. Funding to states in the region has only been at risk when the State
Department has denied certification, and that has only been done once in
Central Asia, with a small aid cutoff to Uzbekistan in 2004.

Uzbekistan: Central Asia’s Frontline State

The Uzbek government has become an increasingly more embarrassing ally
for the United States, but Washington has yet to find effective levers to suc-
cessfully influence Tashkent’s behavior. When this book went to press, the
White House and State Department were trying to figure out how to
respond to Karimov’s refusal to allow an international investigation into the
use of deadly force in Andijan in May 2005.

By late 2003, the Department of State’s frustration with the Uzbek gov-
ernment’s lack of progress in the area of human rights had grown to a point
where the Secretary of State declined to issue a certification of progress,
putting continued foreign assistance to the country at risk, including assis-
tance in the area of cooperative threat reduction, though there, a presiden-
tial waiver was issued.* Six months later Secretary of State Colin Powell
again denied certification, cutting the Uzbek government off from about $18
million of FY2004 foreign assistance.’

Secretary Powells action showed the change in the official U.S. attitude
toward Uzbekistan that occurred over a relatively short period of time.
Readying itself for the upcoming presidential election in which its commit-
ment to democracy building in Iraq would be a point of contention, the
Bush administration was sensitive to charges that it was soft on dictators,
and Uzbekistan seemed a place where an example could be made without
damaging U.S. strategic priorities, and even without too badly damaging the
U.S.—Uzbek relationship.

The State Department sought ways to cushion Tashkent’s disappoint-
ment over its diminished status. Elizabeth Jones, Assistant Secretary of State
for European Affairs, was in the Uzbek capital when the decision was
announced, presumably in part to counsel the Uzbeks on what specific
changes would facilitate receipt of FY2005 foreign assistance funds targeted
for the Uzbek government. Nongovernmental recipients were not affected;
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their funding was not linked to certification. That the administration
showed such concern for the Uzbek reaction suggests that the aid cutoff was
intended more for a U.S. audience than an Uzbek one.

Yet the State Departments actions, which the Defense Department made
no effort to block, showed Uzbekistan’s diminishing strategic importance.
Although Secretary of Defense Donald Rumsfeld flattered Tashkent with
talk of “a strong relationship that was growing stronger,” the Pentagon
believed that Washington had a sufficient military presence in the Central
Asian region to protect U.S. interests.® The U.S. facilities in Central Asia were
no longer frontline, and the Pentagon began to step down their state of
readiness, turning them from “hot” to “warm” facilities, and was consider-
ing even downgrading them to “cold” readiness.

Although the new pattern of U.S. military global deployment was clearly
still in flux, the Central Asian pillars of it seemed firm. A large U.S. military
presence there was less important than long-term basing rights, especially
for Kashi-Khanabad, where 1,000 troops are stationed and which still serves
as a forward deployment area for the U.S. Central Command.’

The decision by the Bush administration to create a very limited alliance
with the Central Asian states has proved to be a new real disappointment for
Uzbekistan. In the immediate aftermath of September 11, Uzbekistan
jumped at the chance of close military cooperation with the United States,
knowing that this would anger Moscow.® The increased U.S. presence in the
region was worth the near-term problems to Uzbek authorities, because it
met so many foreign policy priorities simultaneously. The United States
would bring both military might and moral rectitude to bear in crushing the
terrorist groups in Afghanistan. Tashkent believed that the presence of U.S.
bases would make it easier for Uzbekistan to manage its relationship with
Russia and believed that a U.S. military presence would put Moscow on bet-
ter behavior in the region more generally. Tashkent also hoped it would
help balance China’s exercise of influence as well. Most important, the
Uzbeks hoped that the enhanced security partnership with Washington
would lead to funds to speed the pace of military reform and result in
Uzbekistan’s ability to manage regional security challenges.

Until 2005 Tashkent’s priority was with the U.S. relationship, moving to
improve relations with Russia and China only after it was clear that Wash-
ington planned to limit its strategic engagement with Tashkent. For exam-
ple, Uzbekistan was the only Central Asian state to join the U.S.-led coalition
that invaded Iraq, despite the fact that this damaged its relations with Russia
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and China. Since May 2005, Uzbek [oreign ploicy as tilted toward Beijing
and Moscow.

While the U.S. government would like to maintain its military partner-
ship with the Uzbeks, it must be on U.S. terms. U.S. military assistance to
Uzbekistan has increased and has focused on border security and enhanc-
ing counterterrorism capability and interoperability—projects that could
eventually help make Uzbekistan a reliable regional partner for the United
States. But the level of support offered by the United States is predicated on
a very-long-term process of military reform. It is designed to assist the
Uzbeks in becoming better able to meet the security challenges they face but
does not offer the Uzbeks any security guarantees in the event that they are
unable to do so.

U.S. policy makers are quick to talk about the shared goals with
Uzbekistan in the war on terror, but Washington made only the most ten-
tative first steps to help Tashkent address the internal conditions that pro-
duce support for Islamic extremist groups. Relatively little money is being
spent on judicial or prison reform, compared with that spent on training in
the area of general military or border security. For example, in FY2003 the
United States only spent $1.3 million on projects related to judicial reform
in Uzbekistan, compared to $9.7 million in military assistance that year.’
More money is being spent on programs designed “to moderate” Islam than
to change the behavior of a legal system that abuses the civil rights of reli-
gious believers.

Although increased U.S. funding cannot undo the legacy of Soviet-era
penal system brutality in which prisoners were routinely beaten to obtain
confessions, it could help create an atmosphere more conducive to change.
Corruption and abuse in the legal system is a problem throughout the
region, in part because most of Central Asian law enforcement officials must
meet formal goals set for “closed cases,” much like they had to do in the
Soviet era.

Reports from both the State Department’s Bureau of Democracy, Human
Rights, and Labor and reports from Human Rights Watch detail the pattern
of abuse found in Uzbekistan’ judicial system. They show that it is made
worse by the high level of corruption in Uzbekistan’s law enforcement and
judicial systems, where evidence is often planted on innocent people in
order to collect bribes to secure their release.!° Police and judges often seek
bribes in compensation for what they paid in bribes to get their jobs, again
a practice that is characteristic of the region as a whole.
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But the Uzbek government has shown an interest in pursuing legal sys-
tem reform, and their agenda even overlaps what U.S. democracy promot-
ers advocate, though it is certainly less inclusive. In September 2003,
London’s Westminster University opened a branch in Tashkent, partly sup-
ported through government funds, that offers a degree in legal studies.
Scholarships are limited and many qualified young people cannot afford
tuition, but there are few alternatives. At the current pace it will be a dozen
or more years before there is a critical mass of Uzbeks with Western-style
legal training. The Uzbek government is also interested in professional
retraining programs for police officers and criminal investigators. There
have been a number of successful USAID-funded programs in this area, as
well as programs in Turkey, but here too funding problems limit their reach.

In general it has been much harder to get USAID to commit foreign assis-
tance money to legal system reform in Uzbekistan than in Kyrgyzstan.!!
Many democracy activists argue that it is not suitable for the United States
to fund legal reform programs in partnership with a repressive government,
and they advocated working solely with independent groups. They argue
that supporting government initiatives makes the United States appear a
guarantor or partner of the current regime. But to support only independent
groups while advocating political reforms makes the United States appear
to be a deliberate agent of regime change.

In reality, the United States has been neither. After a series of bombs
went off in Tashkent and Bukhara over a period of a few days in
March—April 2004, the United States offered Tashkent help in identifying
possible perpetrators, who were presumed to be linked with domestic as
well as Afghan- or Pakistani-based cells of the Islamic Movement of
Uzbekistan (IMU).!2 But the United States offered little else, and only sent
special investigators to Tashkent after the July 2004 bombings because the
U.S. embassy was one of the targets successfully attacked.!® By contrast,
Russia offered the Uzbeks the opportunity to participate in joint antiterror
operations.

The question of how the United States is perceived in Uzbekistan is a crit-
ical one, but one that is impossible to gather firm evidence to answer. Pub-
lic support in Uzbekistan for the U.S.-led war on terror seems to be
diminishing with time.!* But public opinion polling in Uzbekistan is prob-
lematic given the overall political environment, which makes it very diffi-
cult to assess the linkage between Uzbek—U.S. relations and what seems to
be a decline in public support for President Islam Karimov.
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It seems clear that the Uzbek leadership has not been able to capitalize
on their new strategic partnership with the United States and the signs of
increased international prominence that have come with it. For example,
warm receptions in some Western capitals and well-reported visits by lead-
ing Western statesmen did not translate into increased popular support for
the president.!® But it is quite another thing to argue that the U.S.—Uzbek
relationship is a source of the growing domestic unrest, or that it fuels the
spread of Islamic radicalism, or that it will poison U.S.-Uzbek relations
under subsequent Uzbek governments. '

Long before September 11, Islamic radicals criticized the Uzbek president
for his pro-American, and in their words, pro-Zionist policies, but this
notwithstanding, most observers see the appeal of these movements as
largely rooted in deteriorating socioeconomic conditions.!” And it is these
conditions that are much more likely to affect the conditions of succession
in Uzbekistan than are Uzbek foreign relations.

Kyrgyzstan: A Nonexclusive Friendship

By contrast in Kyrgyzstan, the site of the other U.S. air base in the region,
public opinion about the U.S.-led war on terror did have an impact on the
country’s political life. The U.S relationship with Bishkek is even more com-
plex than with Tashkent. The initial U.S. presence in Kyrgyzstan was the
result of a one-year renewable agreement.'8

As with the base in Uzbekistan, the role and staffing of the U.S. military
facility at Manas airport has also changed. The base now serves as a major
logistical hub for U.S. operations in Afghanistan.!® The U.S. Department of
Defense sees advantages in the base, but there is no way that the relation-
ship could transform the country into a linchpin state for the United States
in the region, given its small population, the limited potential of its econ-
omy, Kyrgyzstan’s relatively isolated location, and the size and condition of
the Kyrgyz military. 2° The United States nonetheless had a strong commit-
ment to help the Kyrgyz develop a more effective defensive capacity, and
much of the focus of U.S. assistance is on improved border security.?!

The opening of the new base gave the United States instant visibility in
Kyrgyzstan, whereas the U.S. base in Uzbekistan was effectively hidden
away in Kashi-Khanabad, whose remoteness kept the U.S. presence out of
sight. The Peter ]. Ganci air base in Kyrgyzstan is an extension of the coun-
try’s principal airport, and those serving at it are frequently seen in the
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city.*? The Kyrgyz were disappointed the United States did not make more
use of local help to supply relief aid and manpower in Afghanistan, but even
without this, the basing agreement with the United States was advanta-
geous. Most important, it helps neutralize some of the strategic gain
Tashkent accrued when it briefly hosted the sole U.S. base in the region. It
has also provided about 100 local jobs and revenue for the government
and local suppliers.?> One of those to benefit most, however, was Adil
Toigonbayev, son-in-law of ex-president Akayev, who supplied jet fuel for
the base. As a result, the United States seemed complicit to the corruption
of the ruling family in the eyes of many ordinary Kyrgyz.

Because the relationship offered by the United States was so limited,
the Kyrgyz focused their attention on achieving geopolitical balance,
reaching out to China and Russia, rather than putting all their eggs in a
U.S. basket.

Selling this policy was relatively easy for Akayev, as the Kyrgyz elite had
been divided over how close a relationship was desirable with the United
States. Many, especially those with ties to the security establishment, always
favored preserving close ties with the Russians, while part of the diplomatic
community lobbied quite hard for further improvement in relations with
China. Kyrgyzstan’s economic reformers predictably favored building close
ties with the West, but even they did not believe that these should be at the
expense of expanded relationships with Kyrgyzstan’s traditional economic
partners, the Russians and the Kazakhs. Moreover, unlike elsewhere in the
region, there was a lively debate in the Kyrgyz press over what Kyrgyzstan’s
geopolitical priorities should be. Frequent criticism of U.S. foreign policy
and its conduct of the war on terror appeared, even in media outlets that
were supported in part through U.S. foreign assistance.?* From the U.S.
point of view, however, there is little to be concerned about from
Kyrgyzstan’s balancing act, which, for now at least, does virtually nothing to
restrict the U.S. exercise of its perceived strategic interests.

Kyrgyzstan’s balancing act seems certain to be continued by Askar
Akayevs immediate successors. The business dealings between the United
States and the Akayev family made it easier for the new Kyrgyz leadership
to refute accusations that their revolution was somehow made in Washing-
ton. The interim government was able to reestablish relations with Moscow
faster than with Washington, as the United States was strongly influenced
by the judgment of OSCE observers who were arguing that the situation in
Bishkek had yet to stabilize.?®
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Kazakhstan: A Maturing Relationship

Kazakhstan is the Central Asian state of greatest interest to U.S. leaders,
despite the circumscribed role the Kazakhs are playing in the war on terror.
The bilateral relationship is likely to continue to improve and could mature
into one of long-term significance for the United States as well as for
Kazakhstan. Moreover, the Kazakhs sense this, and for that reason
Kazakhstan did eventually decide to send a small group of twenty-seven
troops to Iraq to support the U.S.-led international effort, after initially
opposing the war in terms that were only slightly more measured than those
of Russia.?® But the improved U.S.—Kazakh bilateral relationship is not at the
expense of improving relations between Kazakhstan and either Russia or
China. The subtlety of Kazakhstan’s foreign policy suggests a growing pro-
fessionalism in the country’s foreign policy—-making elite, both those serv-
ing in the diplomatic service and those advising them. It also speaks to the
strong diplomatic skills of the country’s president and his growing aware-
ness of the potential power of his country as well as of its limitations.

The U.S.—Kazakh relationship has been capable of weathering poten-
tially difficult crises, including as already noted, the ongoing trials and
investigation into corruption in Kazakhstan’s oil industry in New York.
Although these created a shadow over the person of President Nazarbayev,
making it impossible for him to be an official guest of the U.S. president,
they have not precluded Nazarbayev from meeting with President Bush,
and it has not damaged the conduct of U.S.—Kazakh relations more gener-
ally.?” Both sides have proved able to compartmentalize the corruption scan-
dal and to insulate it from damaging the bilateral relationship. There is
continuing U.S. pressure on the Kazakhs to democratize their political sys-
tem, which escalates any time the Kazakhs are perceived as moving back-
ward to further consolidate presidential power and its arbitrary exercise, but
there is little sense of threat attached to official U.S. warnings.

Energy issues remain at the core of the U.S.—Kazakh relationship. The
war on terror and the prospect of growing instability in the Persian Gulf
region only increase the importance of Caspian oil reserves. Even at peak
production, Kazakh oil exports will not come close to matching those of
Saudi Arabia or Russia, but they will be a valuable and presumably pre-
dictable resource in the international oil market.?® The United States no
longer fears that long-term access of Western nations to the Caspian oil
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might be at risk. The Baku-Tbilisi—-Ceyhan (BTC) pipeline seems certain to
be a reality. Although the Kazakhs have yet to make a firm commitment to
ship oil along this route, they are very likely to make some use of this route
once oil production increases during the 2008-2010 period and may even
take a small equity interest in the project.?®

Concerning expansion of military cooperation with the United States,
Kazakhstan has been a much more cautious U.S. partner than either
Uzbekistan or Kyrgyzstan. It has, however, maintained its strong commit-
ment to help the United States meet the goals of the war on terror. Between
October 2001 and May 2002, Kazakhstan’s airspace was crossed during
over 600 coalition forays as well as during Secretary of Defense Donald
Rumsfeld’s April 2002 trip to the region.*® The United States has emergency
access rights to three airfields in southern Kazakhstan, and like the Tajiks,
the Kazakhs had unfulfilled hopes of full U.S. funding for the refurbishment
of these Soviet-era airfields. 3!

Although Secretary Rumsfeld celebrated the security partnership in a
return trip to Astana in February 2004, the Kazakhs had been highly criti-
cal of U.S. plans to invade Iraq without UN approval.? In May 2003, only
when the war was already an irrevocable fact, did they agree to send spe-
cialized troops to the international peacemaking force. Kazakhs, however,
are eager recipients of U.S. military assistance designed to modemize their
armed forces, which includes programs for training, improved border secu-
rity, and the acquisition of military equipment.3*> Caspian Sea security has
been a major focus of this assistance in recent years, with the United States
providing $5 million of assistance to help the Kazakhs establish a modern
coast guard and navy, to protect offshore installations, and to interdict nar-
cotics and other contraband trade.** Kazakhstan also continues to receive
funding through the Cooperative Threat Reduction (CTR) program, with ten
initiatives in Kazakhstan ranging from the elimination of START limited
systems and weapons of mass destruction infrastructure to military reduc-
tions and reform.3’

Neither Washington nor Astana sees cooperation as limiting Kazakhstan’s
flexibility in foreign relations. U.S.—Kazakh relations and Kazakh—Russian
relations no longer seem like a zero-sum game. The Kazakhs have managed
to improve their relations with Russia, juggle better ties to China, and estab-
lish a more visible international presence with deepening security ties to the
United States.
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Turkmenistan and Tajikistan: On the Margins of U.S. Concern

Turkmenistan and Tajikistan do not figure prominently in U.S. strategic
thinking about Central Asia. Given the increasingly more idiosyncratic—
perhaps irrational—behavior of Turkmenistan’s president, the United States
has largely written off the prospect of U.S. firms playing a major role in the
development of that country’ oil and gas reserves as long as Saparmurat
Niyazov remains in power. Nor is there any real likelihood of substantial
U.S. foreign investment in the country in the near term, although
Turkmenistan remains a market for U.S. farm and oil and gas equipment 3¢

The Turkmen government has tried to show support for the U.S.-led
war on terror in Afghanistan, without compromising its stated policy of
positive neutrality, but this has led to complications on various occasions.
While permitting large volumes of humanitarian assistance bound for
Afghanistan to pass through its territory, the Turkmen government was
reported at one point to have refused the German Air Force use of Turkmen
bases in connection with a counterterrorist operation.’” The refusal may
have come because of the public nature of the request, as off-the-record
comments made by U.S. officials suggest that U.S. forces did have some
access to Turkmen military facilities, but even off the record this is not a
topic that U.S. officials are keen to discuss. Turkmenistan has been a rela-
tively inactive member of NATO’ Partnership for Peace Program, even
though it was the first Central Asian state to join.’® Although eligible for
CTR assistance since 1997, Turkmenistan receives the least direct U.S. mil-
itary assistance in the region.*

There is, however, increased cooperation between U.S. and Turkmen
officials to interdict heroin and opium crossing through the country, because
traffic along this route is generally regarded as seriously underreported. In
February 2004, for only the second time, the Turkmen agreed to participate
in a U.S.-sponsored program to train law enforcement officials in narcotics
interdiction.*

Ashgabat has preferred to limit security cooperation with the United
States, which makes the “sticks” Washington has tried to use in Uzbekistan
inappropriate in Turkmenistan. U.S. policy makers are also well aware of
how unreliable a partner Turkmenistan can be. A good case in point was
Niyazov’s policy pronouncements on Iraq, which were just plain confusing,
but characteristic of the decision-making environment in Ashgabat. Within
a forty-eight-hour span, the Turkmen president first offered his support for
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the U.S.-led military operation and then turned around and criticized the
war.¥!

In Tajikistan, meanwhile, the principal U.S. security concern is improv-
ing narcotics interdiction. Tajiksitan’s national drug control agency is largely
funded through support from the UN Office on Drugs and Crime
(UNODC), but the United States is an important source of technical support
for it as well.*> While the United States has provided targeted assistance to
deal with drug trafficking in all five Central Asian countries, policy makers
in Washington know full well that their policies will only make a small
dent in Tajikistan’s narco-economy.*?

Tajikistan’s government is eager to cooperate even more closely with the
United States, and NATO forces are allowed to use highways bound for
Afghanistan as well as have access to bases. The government in Dushanbe is
particularly interested in increased military assistance to replace security
assistance from Russia. Washington is willing to provide increased U.S. mil-
itary support, but it is unwilling to do so at a pace that would make the Tajiks
capable of maintaining a strong defensive posture in the face of the security
threats it might face from Uzbekistan, let alone from Afghanistan. This is par-
ticularly true because Dushanbe has little to offer by way of trade for
increased U.S. support, as it is moving very slowly to demonstrate that the
Tajik government shares many common values with that of the United States.

Russia Works to Redefine Its Presence

Multifaceted Security Cooperation

Somewhat ironically, the increased U.S. security presence in Central Asia
worked to Russia’s advantage, although Moscow has yet to figure out how
to capitalize on it. Where the United States was unwilling to serve as the
guarantor of the incumbent regimes in Central Asia, Moscow was unable.
Vladimir Putin has been able to press for an enhanced Russian presence
in the name of geopolitical balance, extracting concessions from states in the
region that might not otherwise have granted them, such as basing rights for
the Russian military in Kant (Kyrgyzstan) or increased coordination of
Russia’ air defense with Uzbekistans. These moves did not occasion much
of a response from the United States. Many in the Bush administration may
have seen blunting Russia’s influence in Central Asia as a desirable long-term
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goal, but their public stance was quite different. Gaining Russian support for
the war on terror was clearly the most immediate and important goal, which
could not be attained if Russia felt that as part of this effort the United States
was determined to eclipse Moscow in its traditional areas of influence.

Much of the enhanced Russian military presence is more show than sub-
stance, designed to demonstrate to a domestic audience that Vladimir Putin
is successfully reasserting Russian prominence in traditional areas of geopo-
litical domination, even in the face of U.S. encroachments into their backyard.
The evolving security situation in Central Asia has obviously become more
palatable to Washington, as U.S. policy makers have become more convinced
that for all its territorial bluster, Russia hopes to be taken seriously as part of
Europe and the West.

Yet most of Central Asia’s leaders have been willing to help Moscow
demonstrate Russia’s geopolitical resilience, as long as Moscow is seeking to
advance its strategic aims by offering attractive incentives for cooperation,
instead of trying to get its way through threat or intimidation—a tactic that
was too often applied during the Yeltsin years. Despite Russia’s own eco-
nomic problems, it still has the largest economy in the region, with ample
capital ready for export in the hands of entrepreneurs who are untroubled
by the lack of transparency in the Central Asian states. Geography favors
Moscow’s desire to play a major economic role in the region, especially in
the energy sectors.

When the prospect for improving relations is posed in positive terms, the
Central Asian officials are often quite eager to promote better bilateral rela-
tions with Russia. Most of Central Asia’s ruling elite share more common
goals with their Russian counterparts than they do with leaders from most
other parts of the world, and all speak the same language. Every Central
Asian leader speaks Russian as either a first or a second language.

They also all share a sense of annoyance for having been judged “bad
boys” by the United States, and to a lesser degree by the Europeans. All of
these states, Russia included, have failed to live up to OSCE norms in pub-
lic life, in both political and economic institution building. Although there
are enormous differences in their relative successes, all of these rulers are
tired of being reminded of their failures. The various bilateral relationships
between the Central Asian states and Russia have each had their ups and
downs, but there is far less role playing in gatherings involving the leaders
of these countries than when they meet with heads of Western states.
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The ground rules of Russian reengagement being set by the Central
Asians are clear. None of the states of the region will trade sovereignty for
protection, which leaves most still leery of Russian-dominated multilateral
security forces. Because Russia still lacks the resources to reform its own mil-
itary, its material enticements for enhanced cooperation remain relatively
small. As a result efforts to transform the Commonwealth of Independent
States (CIS) collective security organization into an effective multilateral
force have yielded little fruit.** By contrast, there does seem to be substan-
tially improved cooperation between the internal security agencies of the
countries in the region, an area in which Russia is seen as having an edge,
although this seems to be going on as much outside of the CIS framework
as within it.

Putin’s efforts with well-publicized annual exercises have made the CIS
collective security force more visible in the region. But the force shows few
signs of being competent enough to meet the current regional security chal-
lenges, which is precisely the task that Moscow would like the organization
to be able to fulfill. In fact, several months after the U.S. decision to open
bases in the region, senior Russian officials sought to explore the idea of the
United Nations recognizing divided security responsibility between the
United States and Russia, with the United States being charged with head-
ing the international force that would secure the peace in Afghanistan, and
Russia using the structure of the CIS taking on formal responsibility for
Central Asia.

In April 2002, Major General Sergei Chernomyrdin, head of the Bishkek
headquarters of the CIS collective rapid deployment forces, suggested just
such a solution publicly.** Nothing ever came from this, largely because the
United States had no interest in seeing Russia’s military posture in the region
gain international recognition. * A Russian or enhanced CIS military pres-
ence in Central Asia was likely to continue well after the U.S. military
departed from Afghanistan. There was also little evidence that the Central
Asian states wanted the CIS to be recognized by the United Nations as a
Chapter VIII Regional Security Organization.

Putin began pushing for the CIS to play an enhanced role in Central Asia
almost immediately after assuming power, but even the three states that
remained part of the CIS collective security agreement (Kazakhstan
Kyrgyzstan, and Tajikistan) preferred balancing CIS ties with closer coop-
eration with NATO. As noted earlier, the CIS Anti-Terrorist Center, formed
in June 2000, developed an operational force of about 1,500 men by spring
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2002 (from Russia, Kazakhstan, Kyrgyzstan, and Tajikistan).*” This force
carried out military exercises in the summers of 2002, 2003, and 2004 .48

The United States did not support Russia’s request for a UN-recognized
role in Central Asia, but at the same time it offered no real obstacles to
Russia’s enhanced military presence in the region. In fact, there were no for-
mal statements that took up the issue of Russia’s new air base in Kant, which
was opened in October 2003. The air base, which is focused on anti-
insurgency as the headquarters operations for the collective security orga-
nization, is relatively small, with only ten military aircraft and 500 pilots and
maintenance staff permanently based there. Nonetheless, it took a full year
to reach readiness.* It is intended to support 1,000 servicemen.

Russian media accounts, of which there were many, gave viewers and
readers a very different image—that Russia’s forward deployment at Kant was
making a major contribution to the preservation of security in the region. The
base at Kant was even featured in a December 2003 televised, live broadcast
in question-and-answer format that linked Putin with clusters of the Russian
electorate scattered across 11 time zones. Kant was one of the linked-up
sites. Virtually everyone stationed there was lined up on the field, and
Russian soldiers talked with pride about the mission that they were fulfilling.
One of the unspoken aims of the broadcast was to make ethnic Russians feel
secure enough to return to their homes in Kyrgyzstan. This theme was
pitched exclusively to Russian voters, because the functions delineated for the
base are in no way linked to the protection of the local Russian population,
who complain of restrictions on the use of the Russian language in the pub-
lic life of the Kyrgyz Republic and not about issues of personal security.

The base in Kant allowed Putin to demonstrate to the Russian people that
the introduction of the United States in Central Asia was not coming at
Moscow’s expense. As mentioned in chapter five, the basing agreement
seems to have come with a side deal in which Vladimir Putin promised
Akayev instructors to help train a new generation of officers for Kyrgyzstan’s
internal security services, as well as political analysts to work with members
of Akayev’s staff. But the Russian political analysts either failed to give
Akayev good political advice, or the Kyrgyz leader simply ignored what he
was told, and even with enhanced training by Russian instructors,
Kyrgyzstan’s Internal Affairs ministry did not prove loyal to Akayev during
the March 2005 national demonstrations. Similarly, while the Russian gov-
ernment subsequently declared that their armed forces stood ready at Kant
to evacuate Russian citizens, their capacity to do so was never tested.
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In October 2004, Putin demonstrated another tangible success to the
Russian population: he opened a permanent base in Tajikistan for some
5,000 troops of the 201* Motorized Rifle Division. The commanders of the
division are being based in Dushanbe, allegedly over strong initial Tajik
objections, and the troops housed in Kulob and Qurgan-Teppe.>® The Tajik
government also agreed to a forty-nine-year lease for the Russian-manned
antimissile warning system at Nurek, for which the Tajiks received a $240
million debt write-off.>! The agreement followed over three years of tough
negotiations; initially the Russians had wanted the Tajiks to contribute to the
cost of basing Russian troops.

The request gave the government in Dushanbe an opening to reduce
Russia’s military presence, as the Tajiks chose not to sign a new accord with
Moscow on the joint monitoring of the Tajikistan—Afghanistan border,
which led to a staged turnover of control of the border to the Tajiks com-
pleted in December 1004. Initially, both the United States and the Russians
were unhappy about this situation, but the transfer of responsibility has
been a smooth one.

The opening of a U.S. base in Uzbekistan also seems to have facilitated
improved relations between Russia and Uzbekistan. Although Uzbekistan
would not reenter the CIS collective security organization, from which it
withdrew in 1999, there is more of a cooperative spirit in the
Uzbek—Russian relationship than existed previously. Some of this is clearly
the result of a closer Uzbek-U.S. relationship, which leaves Tashkent free to
pursue closer ties with Moscow without the threat of Russian hegemony
looming. Also, Karimov has a better personal relationship with Putin than
he had with Yeltsin. Putin’s background in Soviet state security may hold a
certain appeal for Karimov who has a propensity for the threat and use of
force. Some of it may also be the result of Putin having bargained for
improved military cooperation in exchange for promises of Russian assis-
tance in combating internal security threats.

Putin flew to meet Uzbek President Islam Karimov in Samarkand in
August 2003. Karimov reciprocated with a visit to Russia in April 2004
after the bombing campaign in Tashkent, and the communiqués issued
spoke of Putin’s support for the Uzbek leader, the common threat of ter-
rorism faced by both regimes, and the need for close cooperation in the area
of security relations for their mutual self-protection.>? Karimov ended the
meeting with the statement that claimed a “new level of trust is forming
between Russia and Uzbekistan.”>® This trust is even reported to include
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Russia being given limited basing rights for aircraft at the Uzbek base at
Khanabad, which adjoins the U.S. facility Kashi-Khanabad. Russia and
Uzbekistan also plan military exercises as part of a vastly improved rela-
tionship, particularly in the area of air defense, which was a Russian defi-
ciency in the area.”*

One sign of the new importance of relations with Russia is that Karimov’s
daughter Gulnara, who is sometimes cited as a potential successor to her
father, lives in Moscow and serves as a counselor in the Uzbek embassy.*>
Gulnara Karimova moved to Moscow after a well-publicized divorce from
an American Uzbek named Mansur Maqsudi and she is now a very pub-
lic advocate of closer ties between the Russian leadership and the Uzbek
president.>®

Partnership with Russia is fine, as long as Moscow does not dictate the
terms or demand exclusivity. This said, the Russians remain very eager to
define the rules of military engagement (and disengagement) in the Caspian
Sea, but they are unable to do this to their complete satisfaction. Fearful that
the United States would fully usurp Russia’s role in Caspian Sea security,
Russian President Vladimir Putin announced in April 2002 that Russia
would be beefing up its naval forces in the Caspian Sea and would hold
large-scale military exercises there. These exercises, which were held in
August 2002, did little to protect Russia from being overshadowed by
increasing U.S. military assistance to Caspian littoral states, a situation that
leads the Russian government to continually warn off the United States
from going too far in trying to marginalize Russia.>’

Russia remains a major arms merchant in the region, given the virtual
dependence of all of Central Asia’s military on Russian (or, more accurately,
Soviet) equipment, and the ease with which spare parts can be obtained and
repairs carried out. The Kyrgyz and Kazakhs cite this as an important rea-
son for continued close military cooperation with Russia.’® The Uzbeks
continue to obtain equipment from the Russians, and Uzbek civil aviation,
Uzbek Airways, the region’s largest service provider, is involved in a code-
sharing and maintenance arrangement with Russia’s Aeroflot.”® Even U.S.
officials recognize the cost-effectiveness of providing Central Asian states
with Russian equipment. For example, in 2004, U.S. funding was used to
allow Tajikistan to purchase all-terrain vehicles from Russia.®

Although Western training is becoming increasingly more important for
the Central Asian militaries, only a small fraction of their officers have
passed through military training schools in the United States or other NATO
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partner states.®! Of the latter, Turkey is probably the most important, given
the linguistic affinities between the Turks and the Azeris, Kazakhs, Kyrgyz,
Turkmen, and Uzbeks. The Uzbeks and Azeris, in particular, seem keen on
close military cooperation with their Turkish colleagues. But it will be
another generation or maybe even two before Western military training
fully supplants that of Russia, as virtually all of the current senior officer
corps served in the Soviet Army, and Russia continues to be a major source
of military training.

Ties between former Soviet-era professional security officials are even
closer than those in the military. The Central Asian states’ national security
committees have no ready parallel in the West, having been created on the
foundation of republic branches of the Soviet era-KGB. Cooperation
between Central Asian national security organs and those of Russia has
increased under Putin in large part because of the revitalization of Russia’s
power ministries under the current regime. Although the war on terror has
created new and stronger ties between U.S. intelligence and that of partner
states such as Uzbekistan, such ties still do not come close to replicating the
kind of cooperation that exists between Russia and its four key Central
Asian partner states. Even the Turkmen cooperate to some degree with the
Russians, although those serving in the Turkmen security forces have been
directly subjugated to the whim of their president to an extent unknown in
other countries in the region.

In general, the Russian—Turkmen security relationship has suffered in
recent years, probably in part because the U.S. military presence in the
region was taken by President Niyazov as somehow validating his policy of
“positive neutrality.” In his mind at least, the assistance Turkmenistan pro-
vided served as a balance for ties with Russia. Niyazov’s suspicion of the
Kremlin deepened in these years, as Russia became a place of temporary
refuge for Turkmen political exiles. Niyazov’s anger was fueled by his belief
that Russia took advantage of Turkmenistan’s geographic isolation through
the terms offered by Gazprom for long-term purchase of Turkmen gas.

By contrast, the Kazakh—Russian relationship has not been affected by the
introduction of U.S. bases in the region. Nazarbayev has consistently main-
tained that the friendship between Kazakhstan and Russia is special and will
continue to be defined by close cooperation in the area of military and secu-
rity relations. During his visit to Moscow in February 2003, Nazarbayev
offered unqualified praise when discussing the state of Astana’s relationship
with Moscow: “There are no problems between the two nations.” After the
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meeting, Putin felt the need to publicly state that there were areas of the
Kazakh-Russian relationship that could in fact be improved, especially in
trade cooperation.®3

Public flattery aside, the Kazakhs realize that a weak Russia is a greater
threat to Kazakhstan than a strong one. Russia is still Kazakhstan’s dominant
trade partner, and an important source of investment in small and medium-
sized enterprises in Kazakhstan, which still lack Western investors.®* The
Russian economic recovery makes the regional market stronger and means
that Russian-produced goods will be higher priced than currently, making
Kazakh products more competitive at home and in Russia. The Kazakhs also
feel that a strong Russia is less likely to pursue a chauvinistic ideology and
take up the plight of the local ethnic Russians, who remain generally dis-
satishied with their de facto second-class status in independent Kazakhstan.
To date, the Russian government has generally acquiesced to the situation,
although a group of parliamentarians fairly regularly offer statements of
concern.®

The Kazakh—Russian relationship is not without tension, however, and
one of the flash points has been the now Kazakh-owned former Soviet space
station at Baikonur. % The Russians rent the station for $115 million a year
on a lease that was renegotiated in 1994 and then extended to 2050 in
2004. The Kazakhs have complained that they are forced to lease this facil-
ity to the Russians at too little benefit, especially since periodic mishaps at
the base continue to put the Kazakh population at risk But in the renewal
agreement both sides committed to a series of cooperative commercial and
military ventures using Baikonur. This is but one small sign of the chang-
ing balance in the improved Kazakh—Russian relationship.

Russia’s Growing Economic Presence in the Region

In contrast to the area of security relations, Russia’s growing role in the
economies of the Central Asian states is not at all symbolic and is sometimes
not readily apparent by a cursory glance at standard economic indicators.
Although all of these countries are increasingly reaching out to a global
market, Russia’s private and state capital is continuing to capture a piece of
these markets—and does so in ways that are not likely to be ephemeral.
Russia still is a major trading partner for all the states of the region, and the
economies of Kyrgyzstan and Tajikistan, in particular, are still heavily depen-
dent on goods coming in from Russia.®’
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The war on terror and the increased U.S. presence in the region have not
slowed Russia’s economic expansion. If anything, Russians and their local
partners have benefited from the additional loan and technical assistance
money coming into the region. But most important, Russia’s own economic
growth has helped sustain Vladimir Putin’s regional strategy.

Russian capital is most visible in Kazakhstan and Kyrgyzstan, two states
that have repeatedly pledged to form a common economic space with Russia
in 2003, renewing earlier commitments to pursue common trade and other
economic policies.®® It is too soon to predict whether this group of states will
evolve in ways analogous to the European Union, developing a common
currency and attracting holdout members of the CIS.®° As Russia and
Kazakhstan both move toward World Trade Organization (WTQ) member-
ship, economic ties between Kazakhstan, Kyrgyzstan, and Russia are sure to
deepen.’®

The growing U.S. presence in the region has not kept Russia from aggres-
sively pursuing its three major economic priorities in Central Asia: Russia
wants a strong voice, if not a veto, on legal questions concerning the devel-
opment of offshore Caspian oil and gas reserves, dominance in Central
Asia’s gas industry, and control of Central Asian hydroelectric power. The
legal status of the Caspian Sea is still being worked out by the five littoral
nations (Azerbaijan, Iran, Kazakhstan, Russia, and Turkmenistan).!
Although there is talk of steady progress, final agreement has yet to occur,
largely because of Iranian, and to a lesser extent Turkmen, objections.”?

The Kazakhs and Russians have already delineated their national zones,
with wide areas of common development, and several joint projects in the
Kazakh offshore sector are already being developed by LUKoil, Rosneft, and
the Kazakh state oil and gas firm KazMunayGaz, including the valuable Kur-
mangazy field with reserves of between 700 million and 1 billion tons of
crude oil.”> This field will require a total investment of $10 billion.”* The
Russians may not have acquired their shares under the most competitive of
terms, but legislation passed in January 2004 makes them liable for the same
increased taxes as other foreign companies, prompting Russian grumbling.”
The Kazakhs also cooperate quite closely with the Russians in the transport
of oil, and some projects have involved members of Kazakhstan’ first family.

In its gas sector, however, Kazakhstan has a much less competitive posi-
tion. The Kazakhs and Russians have still not worked out a satisfactory
long-term pricing agreement for the supply of gas from the giant field at
Karachaganak to the large Russian refinery system in Orenburg.”® The
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Kazakh and Russian gas industries are working in tandem on these ques-
tions of transit of natural gas through Kazakhstan. They created a 50-50
joint venture, KazRosGaz, in 2002, which hopes to become the major source
of transit across Kazakhstan. The Russians continue to offer the Kazakhs a
relatively low purchase price for gas sold at the Russian border, but unlike
with the Turkmen, the Russians have allowed some of their gas to travel all
the way to the European market, where gas can be sold at much higher
profit than in Russia. Kazakhs have managed to get a small part of Russia’s
European market.”” Given Kazakhstan’s targeted increase in gas production
to 70 billion cubic meters by 2015, Kazakh officials would like to see this
preferential treatment expand.’® The Kazakhs see Russia as a less problem-
atic competitor than Azerbaijan, which offers them the alternative route. The
Kazakhs also understood that their access to the Russian pipeline system will
push out Turkmen gas, another source of competition.

The Russians would like their relationship with Kazakhstan to serve as a
model for development of the gas industry throughout Central Asia.
Gazprom has been expanding throughout the region during the last few
years, signing a cooperation agreement with Kyrgyzstan and entering into
a strategic cooperation agreement with the reorganized Uzbek state gas
company Uzbekneftegaz.”® The Kyrgyz entered into the agreement quite
enthusiastically. Partnership with Gazprom provides them better protection
from their Uzbek supplier setting arbitrarily high prices, and they hope that
partnering with Gazprom will also mean an end to gas shortages incurred
when payments are in arrears.®

The Uzbeks see Gazprom not only as a gas producer, but also as the
operator of the gas transit system through Uzbekistan.8! This dual role
makes them an economic force that must be reckoned with. The Uzbeks
have developed a number of joint ventures in both the oil and gas sector
with Gazprom subsidiary Zarubezhneftegaz and with LUKoil, which if com-
pleted would lead to $2 billion of Russian investment in Uzbekistan’ oil and
gas sector.?? These projects are part of a general rapprochement between
Moscow and Tashkent and also reflect the growing rivalry between
Uzbekistan and Turkmenistan.®?

Russia’s growing partnerships with Central Asia’s other gas producers
put Turkmenistan in a difficult position, because they increase Russia’s abil-
ity to isolate Ashgabat, forcing the Turkmen to surrender more control over
the marketing and development of its gas industry to Russia.?* The biggest
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challenge to Russia will not be gaining access to Central Asia’s gas but being
able to afford the improvements to the pipeline system to market it. It will
cost Russia over $8 billion to market the 90 billion cubic meters of gas that
it has contracted to move by 2010, and it may be difficult for Gazprom to
raise the money in capital markets for this kind of investment given all their
other current projects.®

Unified Energy Systems (RAO-UES), Russia’s electricity monopoly, has also
been moving into Central Asia quite aggressively in the past few years. RAO-
UES has been an actor in northern Kazakhstan since the early 1990s, coop-
erating with U.S.-based Access Industries. Access has been developing the
Bogatyr coal pit in Pavlodar since 1996, and in the fall of 1999 received the
rights to the Severny pit, which by then was owned by RAO-UES 8¢ These
steps allow RAO-UES to rationalize supply and demand in central Siberia.

Like Gazprom, RAO-UES would like to use Central Asian energy to serve
European markets. Its management has calculated that developing some of
the water resources in Kyrgyzstan and Tajikistan would be far more eco-
nomical than developing hydroelectric power in parts of Siberia, given the
presence of the Soviet-era unified electrical grid throughout Central Asia that
they have been helping to manage.

More important for its export plans, however, is RAO-UES5 bid for control
of large hydroelectric stations in both Kyrgyzstan and Tajikistan, which were
slated for further investment at the time of the collapse of the Soviet Union.

In August 2004, RAO-UES signed a memorandum of understanding
with the Kyrgyz government for building Kambarat hydropower stations 1
and 2 in Kyrgyzstan, a project that requires an additional investment of
$1.9 billion, and has commissioned a feasibility study for the project.®”
They have also committed to investing $250 million toward completing
the Sangtuda hydroelectric plant in Tajikistan, and the Iranians have com-
mitted another $250 million. Russian Aluminum, or RusAl, has also
announced a long-term investment in Tajikistan’s Rugun hydroelectric com-
plex to facilitate the construction of a large aluminum smelter.?®

These projects are controversial because they would mean that less water
is available to the downstream users (southern Kazakhstan, Uzbekistan,
and Turkmenistan) and would also serve to increase seasonal flooding,
which has been a serious problem in Uzbekistan and Kazakhstan since the
Kyrgyz have increased their production of hydroelectric power. Cotton fields
in Uzbekistan and Kazakhstan are dependent on water from outside their
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republics for around 90 percent of their irrigation needs during the summer
and fall. Both are at the mercy of Kyrgyzstan, high in the river-snaked moun-
tains and in control of the immense Soviet-era dam at Toktogul. Kyrgyzstan
for its part needs hydroelectric power to generate heat for its citizens in the
winter, but if it releases water to power the dam, the surge of water causes
massive downstream flooding because the rivers carrying capacity is
reduced when the northern Syr Darya freezes in the winter.%°

As Russia’s control of hydroelectric power in Central Asia increases, it will
gain a critical say in the management of Central Asia’s water resources. All
five Central Asian states still rely on the Soviet-era reservoir system, which
had most of its water storage facilities in Tajikistan and Kyrgyzstan, and
water is doled out through negotiated agreements by the five states in an
annual quota system that favors the downstream agricultural users.?® At the
same time, each of the states in the region is making unilateral decisions that
affect the region’s water table, such as the increase in the production of
hydroelectric energy by Tajikistan and Kyrgyzstan, or the building of new
reservoirs by Uzbekistan and Turkmenistan.®!

Most observers fear that sooner or later problems of water usage will
lead to violent conflict in the region. International efforts to sponsor the cre-
ation of a new regional water system have been rebuffed. The states of the
region intend to manage this problem themselves, although various inter-
national development agencies have small projects there that are designed
to increase the efficacy of the current system in incremental fashion.*?

Russias leaders are aware of the geopolitical influence that Russia will
gain by controlling Central Asia’s hydroelectric power and gas pipeline sys-
tem, but it remains to be seen if Russia has the capital at its disposal to max-
imize the economic potential of either of these two critical sectors. This is
obviously their goal, and one that they are looking for new levers to achieve.
In October 2004 Putin got the leaders of four of the states in the region (all
but Turkmenistan, which has never been a member) to agree to Russian
membership in the Central Asian Cooperation Organization. Moscow’s par-
ticipation can perhaps reinvigorate this almost entirely ineffective organiza-
tion that since its organization in December 2001, based on the Central
Asian Economic Cooperation Organization, has failed to create or direct
shared economic initiatives.

If it is able to manipulate the various levers it has been developing,
Moscows’s influence in the region seems certain to increase and for the next
few years at least to keep pace with the growing influence of China.
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China: Tomorrow’s Superpower

Authorities in China seem to have been more disturbed by the introduction
of U.S. troops in Central Asia than were the Russians, because it brings
Washington’s military presence to within a few hundred miles of the Chi-
nese border. Everyone recognized that the U.S. military presence in
Kyrgyzstan and Uzbekistan was an encroachment on Russia’s sphere of
influence, but China saw it as no less an encroachment on its own sphere
of influence. And no one was interested in compensating Beijing, in large
part because the Chinese were responding to threats against future influence
rather than the current state of play.

Moscow sought to parlay the U.S. launching of the war on terror in
Afghanistan to Russia’s advantage, but there was little with which China
could bargain. Unlike Russia, China was not considered even an indirect
party whose sensibilities were affected by the opening of the U.S. bases.
Thus, there were few concessions that China could gain from Washington,
although one they did get, the designation of the East Turkestan Islamic
Movement as an international terrorist organization, was important in Bei-
jing.? It had direct consequences in Central Asia, as it led to the outlawing
of local Uighur groups.®*

In the past three years, China has been able to increase its presence in
Central Asia, partly because Beijing is able to appeal to the Central Asians
in the name of being a counterbalance to both the United States and Russia.
If anything, the U.S. military presence in the region has contributed to the
strengthening of the Shanghai Cooperation Organization (SCO), rather than
to the diminishing of its power, as some thought would be the case when
the United States opened its bases in Central Asia.

Even the Uzbeks thought that the SCO’s influence would diminish.
Tashkent seems to have toyed with idea of dropping out of the organization
entirely. Uzbekistan skipped the SCO? first-ever joint military exercises held
in the summer of 2003, claiming that its troops were not adequately pre-
pared for the exercises.®> However, rather quickly President Karimov and
the senior Uzbek leadership decided that improved ties with China would
not come at the expense of the evolving Uzbek—U.S. relationship. Conse-
quently, Tashkent substituted enthusiasm for its earlier diffidence and
became active in the SCO. As their reward, the Uzbeks managed to get the
planned SCO Anti-Terrorism Center moved from its first home in Bishkek
to Tashkent, where an expanded headquarters was opened in January 2004
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and formally inaugurated at the SCO heads of state meeting held there in
June 2004.°° More importantly, China backed Karimov’s use of force against
protesters in Andijan in May 2005.

Both the Chinese and the Russians view the antiterrorist activities of the
SCO as critical to offsetting growing U.S. influence in Central Asia, although
the two countries do not fully see eye-to-eye on how best to accomplish this.
The Chinese are eager for military cooperation with other SCO states,
whereas the Russians would like to see CIS institutions strengthened first,
and the CIS states participate as a single collective security bloc in SCO-
sponsored activities. China, however, is pressing its cause on a bilateral
basis with the various SCO member states. Military cooperation is furthest
along with the Kyrgyz, who got $1.2 million worth of military equipment
from China, and the Kazakhs, who have purchased equipment worth $3
million, including for communications and for specialized forces.®” The
Kazakhs are more reluctant to engage in joint maneuvers.”®

The SCO has not yet fully evolved as an organization. It is unclear what its
final potential is or even what its final membership will be. Various states have
attended SCO meetings as observers. Afghan President Hamid Karzai attended
the June 2004 meeting of heads of state in Tashkent in the hopes that
Afghanistan, which shares a very small border with China, would eventually
be admitted to the organization.?® Mongolia was invited to attend the summit
as well. There has also been talk of inviting both India and Pakistan to join.

Central Asia’s leaders are likely to continue to actively participate in the
SCO, even if it does not evolve into a more comprehensive security organi-
zation or take on functions in the area of regulating economic relations
between the member states. The latter is a goal for the organization that has
been discussed but not formalized.!?° The SCO serves as a setting in which
issues of bilateral and multilateral concern can be thoroughly debated and
sometimes even resolved. As one country’s top diplomat informally
remarked: “With the Chinese in the room, the Russians can’t resort to their
usual tricks”—a sentiment many other Central Asian leaders may share.

The SCO is but one of the tools China can use to influence developments
in Central Asia, and it is probably not its most significant. China’ size and
economic potential make Beijing at least a silent presence in virtually every
setting of importance involving the Central Asian states—and sometimes it
is a visible and vocal one. Trade with China is increasingly important to all
the Central Asian states.!®! Unlike in the first years of independence, it is
legal trade and investment that is now being encouraged by the various
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Central Asian governments.!°? China’s economic presence is largest in
Kyrgyzstan and Kazakhstan. Kyrgyzstan hopes to be a gateway to China
because they are both members of the WTO, while China is a major investor
in Kazakhstan’s oil industry.

China wants increased access to Caspian oil and gas reserves. As dis-
cussed in chapter four, the Chinese National Petroleum Company won a
tender for a 60-percent stake and control of Aktobemunaigaz in 1997 to
develop the Zhanazhol and Kenkiyak fields in the Aktobe region, which
later was increased by 25 percent.!®® The project is now moving forward
after some early difficulties.!®* So too are plans to build a 2,900-kilometer
oil pipeline to link the Kenkiyak field to the Atyrau oil terminal on the
Caspian Sea. This $3.5 billion project has been authorized in stages: a $200
million 450-kilometer section going from Atyrau to Kenkiyak was com-
pleted in December 2002 and began operating in March 2004. The second
stage of the project will run a pipe from Atasu in Kazakhstan’s central Kara-
ganda region through the Alashankou rail crossing with China’s western
province of Xinjiang, a 1,240-kilometer stretch that will allow China to
receive Caspian oil.!%® During Nazarbayev’s visit to Beijing in May 2004, he
and Chinese President Hu Jintao signed an agreement for joint exploration
and development of oil and gas resources in the Caspian Sea.!% The Chi-
nese government, however, was unable to secure a share in Kazakhstan’s
giant Kashagan oil field for its two principal oil companies.!%’

China is looking to both Kazakhstan and Russia to help reduce Beijing’s
energy dependency on the Middle East. The prospect of supplying China
could create new synergies between the oil industries of both Kazakhstan
and Russia. These synergies could also be used by Kazakhstan to parry Chi-
nese pressures in other sectors.

At the same time, China’s economic and geopolitical potential make at
least two of the Central Asian states that share borders with it quite nervous.
The Tajik—Chinese border is relatively small and of limited strategic impor-
tance to the Chinese, but the same cannot be said of China’s borders with
both Kazakhstan and Kyrgyzstan.

The 2002 treaty between Kyrgyzstan and China turned into a major
political crisis for President Akayev, and accusations from opposition figures
accusing him of treason for signing it clouded the remainder of his tenure.
Leaked reports from the negotiating sessions between the Kyrgyz and the
Chinese claim that the Kyrgyz side offered the land without undue pressure
from the Chinese, but obviously such claims must be viewed with suspicion,
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because Chinese leaders may well have been subtly signaling that the terri-
tory was a priority at other high-level meetings. The transterred land (espe-
cially when ceded territories from Kazakhstan and Tajikistan are added as
well) creates new possibilities for the Chinese to generate hydroelectric
power and moves part of the Chinese—Kyrgyz border from the far side of
several mountains, to their top, increasing Chinese legal standing to pres-
sure for further land transfers.

The Kazakhs and the Kyrgyz understand that there is no way that the fate
or the future of their countries can be fully separated from that of China,
given their long shared borders. Yet there is little indication that they have
become more nervous about China in the past few years. In fact, the oppo-
site seems to be true. Both countries seem a bit more comfortable in their
ability to manage this relationship, which they see as sometimes requiring
concessions on their part, as was the case with the delineations of borders.
But the relationship with China is still more problematic to them than the
one with Russia, because China’s potential power seems almost limitless,
and the needs of its growing population could overwhelm those of the Cen-
tral Asians.!% For the near term, however, China’s posture toward the Cen-
tral Asian states seems quite predictable and generally supportive of the
goals of the leaders of these countries.

Central Asia and the Outside World

The increased U.S. security presence in Central Asia has created no real
constraints on the dealings of the Central Asian states with the rest of the
world and has left them with a few largely unrealized opportunities.
Using Turkey as a bridge to the region seems less plausible than even a
few years ago. The Central Asian states remain very close to Turkey, but the
war on terror has done little to stimulate new synergies between Turkey and
the Central Asian states. In fact, the increase in direct security ties between
the Central Asian states and the United States has made Turkey’ role as
intermediary less important. Entering Europe is also an increasing preoc-
cupation of Turkey and continues to be a much more important priority
than expanding Turkey’s influence in Central Asia. Nonetheless, close cul-
tural and economic ties continue to exist between the various Turkic-
language states.!® Turkish investment remains very important in certain
sectors of the economy in each of the Central Asian states, for example, in
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construction, the cotton sector in particular, and light industry more gen-
erally.!!? Visits by Turkey’s leaders to the states of the region continue to be
well publicized, and these men are still treated as honored guests, although
there have been fewer summits of leaders of Turkic-language countries in
recent years than previously.!!!

Turkey remains much more influential than Iran in the Central Asian
region. For a while the Iranians hoped that the war on terror would offer an
opportunity for improved cooperation with the United States. Among other
things this would have the additional benefit of allowing Iran to become
more engaged with the Caspian states in the sale of their oil and gas reserves.

In an effort to take advantage of what he still hoped would be a new
opening in April 2002, Iranian President Mohammad Khatami took a trip
through the region, reaffirming with all of the region’s presidents a shared
interest in improving bilateral relations. Kazakh government leaders, once
again, stated Kazakhstan’s interest in shipping some of its oil to market
through Iran. During the Khatami visit, Kairgeldy Kabyldin, general direc-
tor of the state-owned oil and gas company KazMunayGaz, went on record
saying that the Iranian route was the best one for the Kazakhs to ship to the
growing Asian markets.!!2 While on the same visit, the Iranians signed an
agreement on renewed cooperation with the Kyrgyz. Even Islam
Karimov, long the most wary of Central Asia’s leaders, warmly received the
Iranian leader. However, there is unlikely to be any real expansion in Iran-
ian influence in the region as long as Tehran is something of an international
pariah.

The continued identification of most of the Central Asian states with the
goals of the U.S.-led war on terror has distanced the Central Asian states
somewhat from the core Arab states of the Muslim world. For the most part
this was a foreign policy stance already adopted by the Central Asian states
well before September 11, which was amenable to both sides.

The Central Asian states are all members of the Organization of the Islamic
Conference (OIC) and have continued to send representatives to its major
meetings. !'> Most also continue to receive loans or grants-in-aid from the
Islamic Development Bank.!!* Bilateral relations with OIC member states
remain good but are relatively low profile as there have been a very limited
number of state visits by their leaders into Central Asia and not much travel
to these countries by Central Asia’s politicians in recent years as well.

Although all of the leaders of the Central Asian states look for ways to
demonstrate pride in the Islamic heritage of their people, this is not their
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preferred identity or the international image they want to project. Ties with
Arab or other Muslim countries are balanced with a desire to maintain good
relations with Israel, which continues to be an important partner for all of
the Central Asian states except Tajikistan. For Uzbekistan and Turkmenistan,
Israel is an important source of investment, and Kazakhstan has played its
“Jewish card” as a way to remain on good terms with the United States.

For instance, Aleksandr Mashkevich heads Kazakhstan’s private metals
conglomerate, the Eurasia Group. He is president of the Federation of Jew-
ish Communities of Kazakhstan, which is an active member of the Federa-
tion of Jewish Communities of the CIS and the World Jewish Congress, on
whose board he serves.!'> Mashkevich has frequently accompanied
Nazarbayev on trips to the United States, and through this connection,
Nazarbayev became acquainted with Florida Congressman Robert Wexler,
who has been a vocal supporter of Kazakhstan on the floor of the U.S.
House of Representatives.!1°

Nazarbayev has actively pursued a policy of religious toleration as part of
his foreign policy strategy more generally. In September 2003 he presided
over the Congress of World and Traditional National Religions, which was
attended by representatives of the United Nations, the OSCE, the UN Edu-
cational, Scientific, and Cultural Organization, and the UN Children’s Fund
(UNICEF).!'7 In September 2001 Kazakhstan became the only country in
Central Asia to have hosted a papal visit.!!® This policy of religious toleration
has only had a marginal impact on Kazakhstan’s international reputation.

Potentially more important is Kazakhstan’s Asian strategy. Of all Central
Asia’s nations, Kazakhstan has the chance to develop a significant diplomatic
presence in the region.!!® Nazarbayev was first to propose the idea of estab-
lishing a regional forum aimed at increasing security and cooperation in Asia
in 1992 at the UN General Assembly. The first summit for this initiative—
given the unwieldy name Conference on Interaction and Confidence-
Building Measures in Asia, or CICA—was held in Almaty in June 2002,
attended by the Chinese and Russian presidents and the Indian prime min-
ister, as well as representatives from thirteen other states, and a follow-up
meeting was held in January 2003 in Almaty.!?° Nazarbayev has expressed
some hope that this could eventually lead to the creation of an organization
similar to the SCO or possibly the expansion of the latter group. Periodic
meetings of Asian leaders in Almaty may remain little more than a forum for
the discussion of issues of mutual interest, but they have been a good source
of publicity for enhancing Nazarbayev's reputation in the Asian press. It has
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also helped serve India’s interests in the region, allowing Delhi a periodic
and high-level window into Central Asia. The first Asian summit was even
preceded by a celebration of Indian-Kazakh friendship during a meeting in
New Delhi.!?!

India remains interested in playing an increasing role in Central Asia, but
it has yet to make increased engagement with these states an economic or
security priority. The Indians are biding their time, waiting to see how the
region develops before they waste too much diplomatic capital, not to men-
tion investment capital in the region. Potential Indian investors are keeping
close watch on the efforts to create a new transportation corridor across the
region, the Traceca project (Transport Corridor Europe—Caucasus—Asia).
Delhi also closely monitors the security situation and is reported to have a
small military presence in Tajikistan, at a twenty-five-bed hospital in Fark-
hor that was used to treat fighters from the Northern Alliance in
Afghanistan. Allegedly staffed by “advisers,” the facility included helicopter
repair facilities for Mi-17 and Mi-35 attack helicopters and is reported to
have provided aerial reconnaissance and electronic intelligence. %2

The Pakistanis, too, are interested in increasing their influence in the
region, but they are stretched so thin economically and diplomatically that
it is hard to imagine them playing too active a role in the region. However,
their role will increase somewhat if reconstruction in Afghanistan succeeds
in creating a functioning state. Should this occur, Afghanistan as well will
be an increasing presence in the Central Asian region, particularly in Tajik-
istan, where the government is particularly eager to support joint initiatives
with the Afghans.

The Central Asian states were very interested in increased engagement
with major Asian states, especially if there was a chance that it would be com-
bined with increased investment. But they did not want their Asian side to
develop at the expense of increased engagement with the major countries of
Europe, especially the strong European industrial democracies.

Kazakhstan, Kyrgyzstan, and Uzbekistan all wanted to be invited to par-
ticipate with European institutions, although none thought of themselves as
likely European Union or NATO members. Kazakhstan has the greatest
chance to develop a presence in Europe, depending on whether or not it
manages to meet the standards necessary for the OSCE chairmanship in
2009. In general, however, the Central Asian states have moved further
away from Europe since late 2001. There is little chance that three of the
states—Tajikistan, Turkmenistan, and Uzbekistan—will meet European
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political or economic norms anytime soon. Even if Kyrgyzstan does, it will
have a marginal contribution to make, at best, given its distance from
Europe and the small size of its polity and economy.

The Uzbeks have been stung by what they see as Europe’s changing pri-
orities in the region, and the formal rebuke they received from European
Union foreign ministers in the aftermath of the May 2005 unrest in Andi-
jan. The EU statements were a predictable follow-through of the changing
attitude of the European Bank for Reconstruction and Development (EBRD)
toward Tashkent. By the time that the EBRD board of governors assembled
there for their 2003 annual meeting, the 1999 managers who had granted
Tashkent the privilege of hosting had largely turned over and the new man-
agement used the annual meeting to criticize the Karimov government for
its failure to enact economic or political reform.!2* This tactic also served to
deflect criticism away from the EBRD’s own policies in the Central Asian
region, which had previously never linked assistance to performance bench-
marks in any serious way. The Uzbeks, who spent millions of dollars build-
ing new hotel rooms for this event, were somewhat startled by the critique,
so much so that at one point they disconnected live TV coverage so that the
Uzbek viewers wouldn’t see their leaders getting chastised by foreign offi-
cials. It came as no surprise to Tashkent when EBRD assistance was cut off
a year later after Uzbekistan failed to meet the performance benchmarks set
at the Tashkent meeting.!2*

In general, Europeans seem to be wearying of Central Asia’s concerns, as
they are, too, in Afghanistan. They certainly hoped, and may even have
believed, that the reconstruction of Afghanistan would be simpler than it
turned out to be. Instead, they find themselves concerned that their capi-
tals will become targets of international terrorist groups who still use the
Pakistan—Afghanistan nexis as a training ground. Although the UN Devel-
opment Program continues to push for a regional strategy for rebuilding
Afghanistan, and even held a meeting to gather support for this in Bishkek
in May 2004, with each passing year it is becoming harder for the United
Nations to raise reconstruction money pledged for Afghanistan, let alone get
extra funds for projects involving the Central Asian states. This is even true
of funds earmarked for the eradication of the drug trade that originates in
Afghanistan and travels to Europe through Central Asia, which originates in
Afghanistan. The United Kingdom was assigned to take the lead in this
effort, but until 2004, relatively small amounts of money were allocated for
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projects in this sector, and even with increased funding, the Europeans are
spending only 100 million euros.**

Uaat

The events of 9/11 may have reawakened the world to the strategic poten-
tial of Afghanistan and the Central Asia region. But for many of the great
powers, the epiphany was short-lived, as this new awareness seems to have
been transcended by more pressing or traditional concerns. Weaker states
like Iran, Turkey, and Pakistan continue to dream of affecting outcomes in
this region, but without much prospect for success.

The U.S. presence in the region has nominally increased, but outside
the energy sector, Washington’s renewed commitment appears transient.
For the U.S., Central Asia is unlikely to attain the strategic importance of the
Middle East, and the same goes for the United States’ European allies. Mean-
while, states in Asia may be driven to closer ties with Kazakhstan, depend-
ing on how Astana markets its oil.

States like Russian and China that view Central Asia as inexorably tied to
their own national security interests are no less determined now to stay the
course in the region than they were in the beginning of the century. Russia’s
and China’ chances for future success continue to depend far more on their
respective internal strengths and weaknesses than on any plans made in
Washington.




!

What to Expect from the Future:
Dealing with Common Problems

he terrorist attacks of September 11 on New York and Washington were

a defining moment in international affairs. They led to a major reorien-
tation of U.S. foreign policy, with Washington deciding to counterattack at
the sources of terror, and to an energized effort by the global community to
curtail support for terrorist groups.

It is still much too early to say whether the U.S. will achieve its new for-
eign policy objectives. The security situation in Afghanistan is stabilizing,
and a popularly elected government is in place. Now it remains to be seen
whether President Hamid Karzai can get the international and domestic
support necessary to rebuild his country’s economy and create a modem
political system.

The situation in Iraq, however, is far from stabilized. Saddam Hussein has
been ousted, elections have been held, but even with the presence of a large
U.S.-dominated international military contingent, civil order has not been
restored. Instead of being defeated, international terrorist groups seem
emboldened by the way that the war on terror has progressed. Osama bin
Laden remains at large, and new terrorist cells are being created, leading to
new risks for fragile states. Yet, meanwhile, pro-democracy groups are also
gaining greater stature in the Middle East and elsewhere.

U.S. attention to nation building has generally focused on Iraq and
Afghanistan, where the funds required for two military campaigns far
exceeded Washington’s initial expectations. What money or imagination is
left over is being applied to the Middle East rather than Central Asia.

The challenges facing the Central Asian states are growing, but govern-
ments there have received few new tools to address them, either in the form

206
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of advice, technological assistance, or security guarantees. Nor have their
economic prospects changed appreciably, save in the case of Kazakhstan,
whose economy has been bolstered by high energy prices rather than any
sustained reform. The political systems have been slow in opening them-
selves to wider public participation. Chances are slim that we will see the
another Central Asian regime toppled by a challenge by organized elites, as
we have seen in Georgia, Ukraine, and Kyrgyzstan. Instead, theres much
greater likelihood that popular upheaval will come in the form of
groundswells organized by radical religious groups, rather than by disen-
franchized secular elites.

This chapter discusses the common problems that remain and the diffi-
culty in resolving them at the international, regional, and national levels.
These challenges include (i) a lingering tension surrounding management
of common water supplies; (ii) borders and the treatment of minority pop-
ulations; (iii) the difficulty of trade within the region; (iv) the threat posed
by narco-traffic and organized crime; and (v) the export and spread of
extremist ideologies. State failure in one or more countries in the region is
the most grave potential problem, and the risk will increase as the transfer
of power to a post-Soviet generation of leaders occurs.

Finally, the chapter concludes by considering whether the international
community could have been more effective in helping these states address
problems of political and economic institution building and thus minimize
the security risks created by failed effort. Must there be revolutionary change
within the Central Asian states themselves before market economies and
participatory political systems can develop? Could the outlook for the Cen-
tral Asian states have been changed by more money and a substantial recon-
sideration of how foreign assistance needs are assessed? Is it still possible to
influence developments in this region?

Is Central Asia Still a Coherent Region?

There is much debate over whether the problems of Central Asia can be effi-
ciently addressed collectively, with all the states lumped together and viewed
as part of a coherent whole. They are sovereign, independent states but
whether they like it or not, their fates are more closely intertwined than any
other cluster of neighbors, with the possible exception of the three countries
of the south Caucasus.
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Policy makers in Moscow believed a regional approach furthered the
dependence of the Central Asian states on Russia. Many U.S. policy mak-
ers, therefore, believed that establishing U.S. military bases in several Cen-
tral Asian states would directly and indirectly reduce their dependence on
Russia, both by introducing close bilateral relations with the United States
and by accelerating the breakdown of Central Asia as a distinct geopolitical
subregion. The increased U.S. presence has led to a greater differentiation
in the foreign policies of the Central Asian states and less of a sense of
regional unity.

At the same time, however, the war on terror has inadvertently had the
opposite effect. Both Russia and China have used the enhanced U.S. mili-
tary presence to press for their own increased security roles. Both have pre-
ferred regional approaches to bilateral ones as the way to maximize their
respective presences in what for each is a critical border region.

From the vantage point of U.S. policy makers, there is little to be gained
by a strong sense of unity among the Central Asian states. Washington’
strategic goals in the region—energy security and military cooperation—are
best advanced on a bilateral basis. Although the U.S. sees a certain degree
of regional cooperation between these states as desirable—that is, they
should not create new problems for one another—it does not believe that
regional cooperation would do much to foster economic development or
political reform. Furthermore, some economic observers argue that too
much regional cooperation could be a bad thing. They point to the need for
each of these states to orient itself toward a global market, especially with
regard to the development of its natural resources. But this argument min-
imizes both the importance of the local regional market for creating employ-
ment and economic diversification, and the importance of incentives for
improved transit links within the region that are necessary for access to
world markets.

There is also concern that too much good will between Central Asia’s
leaders could be bad for political reform and stability, particularly if com-
bined with advice from Russia. Moscow is offering the Central Asian states
technical assistance to introduce their concept of “guided democracy,” one
led by a strong president, in an effort to thwart grass-roots oriented demo-
cratic institution-building projects supported by Washington. But as
Kyrgyzstan demonstrated, “guided democracy” can become a recipe for
political instability: for his country and the region, the ouster of Askar
Akayev created greater uncertainty than would have been the case had he
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been willing to allow an unfettered electoral process to choose a new legis-
lature and then a new president.

The United States is also concerned about backdoor arrangements
between Central Asian leaders and Russian oil and gas companies. These
arrangements tend to work against the development of economic trans-
parency and undermine the status of Western investors in these countries,
while diminishing the U.S. role in the development of Caspian energy
resources and impeding military cooperation.

In the aftermath of September 11, there was talk in the Washington for-
eign policy community of the need for a focused and coherent U.S. “Cen-
tral Asian” policy, but the Bush administration has not pursued any such
regional strategy. As was true under the Clinton administration, Washing-
ton continues to focus on bilateral initiatives as a way to enhance the inde-
pendence of these states.

At the State Department, Russia and Central Asia are the responsibility
of the assistant secretary for European affairs, but there is a separate deputy
assistant secretary who supervises the Central Asian and Caucasian states.!
Foreign assistance is approved on a bilateral basis, and with increased assis-
tance, more responsibility has shifted from the regional U.S. Agency for
International Development (USAID) office in Almaty to various national
offices.?

This structure, plus the preference of the recipient countries to be dealt
with on a strictly bilateral basis, has made it very difficult for the United States
to pursue priority regional projects, such as facilitating trade within Central
Asia, which is of particular concern in the USAID missions in Kyrgyzstan,
Tajikistan, and Uzbekistan. Trade barriers are recognized as an impediment
to economic reform. After over a decade of reinforcing the state-to-state
approach of assistance projects, it is now harder for the United States to find
ways to effectively lobby governments in the region to be more mindful of
the negative consequences their decisions have on neighboring states. The
bilateral approach to achieving the goals of the war on terror has further
diminished the importance of preexisting U.S. regional projects.

One positive example is NATO’s Partnership for Peace Program. It
remains an important structure in the delivery of military assistance, yet the
calculations of what U.S. assistance to offer in Central Asia are being made
with a whole new set of priorities since the start of the war on terror. These
priorities supersede earlier NATO efforts at reforming these militaries solely
with the intent to address shared regional security problems.
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European institutions have placed more priority on regional goals, spear-
heading the Traceca program to build a transport route from Europe to Asia
through the Caucasus and Central Asia. The Asian Development Bank also
contributed heavily to this project. But most European nations, and partic-
ularly those with stakes in multibillion-dollar energy projects in the region
have placed their priority on bilateral rather than multilateral exchanges,
with an eye toward advancing their countries’ commercial interests. Korea
and Germany are giving particular preference to countries where there are
large communities of ethnic co-nationals. These approaches may well make
sense in the short term, but they do little to provide long-term guarantees
that regional security threats will not undermine the value of commercial
investments.

In sharp contrast, both Russia and China are pursuing an aggressive
regional strategy to complement the strong bilateral relationships their lead-
ers are working hard to cultivate. Both countries believe geopolitical influ-
ence is accrued through regional organizations which unite the Central
Asian states and which they dominate. The Russians see such regional ini-
tiatives as a necessary complement to bilateral relationships in maintaining
Russia’s global image as a powerful nation. The Chinese similarly see a
regional approach, mainly through the Shanghai Cooperation Organiza-
tion, as minimizing potential security threats that might emanate from Cen-
tral Asia. It could be that in the end the regional strategies pursued by
Russia and China will do more to hold these states together than U.S. and
European policies that are content to see them drift apart—which would
certainly be the case if the United States withdrew from Central Asia.

Any sign that U.S. commitment in Central Asia is weakening stimulates
a Russian effort to fill the potential void. Simply observe how quickly Putin
increased his outreach efforts after the difficulties Tashkent had achieving
certification to receive FY2004 U.S. assistance. Although senior officials
from the Pentagon continue to sweeten what is on offer to Tashkent in the
area of military assistance, the opportunities for increased military cooper-
ation between Russia and Uzbekistan are likely to increase even faster than
those between the United States and Uzbekistan. Putin used the United
States’ finger-wagging to gain an entry long denied him, and he is certain to
continue to use the lever of U.S. domestic policy to further distance Wash-
ington from its least important foreign friends.

Putin’s pragmatic approach in dealing with the Central Asians creates
new opportunities to expand Moscow? influence in the region, both in the
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area of economics and in security cooperation, because Russia will not link
support to either political or economic reforms. Although Moscow does
not want to see the Central Asian states develop into a security threat that
reaches into Russia proper, the Kremlin sees little gain from maximization
of these states’ individual economic and political potential. Putin and most
policy makers in Moscow would like to see a common economic space that
favors the interests of Russian capital, rather than any common good, and
this is best served by a continuation of cronyism and less-than-democratic
regimes. To most Russians, and to more than a few Central Asians, this
approach is seen as the “natural order of things,” and preferable to Western
attempts to transform their region into “something that they were never
meant to be.”

The Russian state is weak and thus its capacity to maximize its national
interests in Central Asia is in doubt. Therefore, Russia’s membership in the
Central Asian Cooperation Organization (CACO) is unlikely to reinvigorate
that organization.> Moscow has little interest in having multilateral eco-
nomic relations disrupt bilateral economic relations with various CACO
member states. And while Russia’s presence may lead to new pressure on
Ashgabat to join, it will do little to mute the competition between the lead-
ers of the member states.

The Central Asian leaders have not been eager to reinforce the regional
identities of their countries. The five presidents have competed among
themselves for international preeminence, with the rivalry being especially
keen among Islam Karimov of Uzbekistan, Nursultan Nazarbayev of
Kazakhstan, and Saparmurat Niyazov of Turkmenistan, all of whom served
together in Mikhail Gorbachev’ last Politburo. The difficulty of cooperation
is further impeded by Turkmenistan’s policy of “positive neutrality,” which
Niyazov has interpreted as preventing membership in regional associations.*
The prospects of regional cooperation will also be inhibited, at least tem-
porarily, by the change of regime in Kyrgyzstan, as the interim Bakiyev gov-
ernment will be viewed as political usurpers by Akayev’s former colleagues.

In a fashion reminiscent of Soviet practice, Central Asia’s leaders have
substituted virtual cooperation for real economic cooperation; the CACO
lacks authority and institutional capacity to manage economic relations
among the member states. Annual summit meetings are also held, more as
a forum for communication than decision making, and they are likely to
become less frequent when the current group of presidents is replaced by a
cohort with little experience with Communist Party practices.
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Few mechanisms for improved communication among these leaders have
been developed, but that does not diminish the common problems that
these states need to address. And many of these problems are best handled
on a regional basis. Each Central Asian leader believes he knows better than
his neighbors how to handle these common problems, so most solutions are
being developed in isolation at the national level with only limited regional
or international engagement.

Shared Security Problems

Stopping Drug Trafficking through Central Asia

The question of how best—even whether—countries captive to opium cul-
tivation and narcotics trafficking can be successfully transformed is very
controversial.” But for international policy makers, the pernicious impact of
the drug trade in Central Asia has always taken a backseat to the problem
of reconstruction of Afghanistan.

Prior to the general elections in Afghanistan on October 9, 2004, U.S.
policy makers were persuaded by the argument that drug cultivation was a
“traditional” Afghan economic pursuit that should not be disrupted during
a difficult political transition. But once Hamid Karzai was elected president,
U.S. priorities began to change, as did those of the Afghan government.

In 2004, opium cultivation increased by 64 percent over the previous
year.® But dramatic increases in production had been accompanied by only
slight improvements in interdiction.” More disturbing still, opium cultiva-
tion had moved into parts of Afghanistan that had previously never grown
this crop. These factors increased pressure within the U.S. and Afghan gov-
ernments for a change in strategy®

A declaration on counternarcotics signed at the Berlin Donors’ Confer-
ence in April 2004 called for increased measures to combat illegal cultiva-
tion, production, and trafficking of opium and other related substances.’
This approach was designed to build on earlier efforts that had combined
toleration, targeted financial enticements for farmers to abandon cultivation,
and limited application of criminal sanctions against large producers and
traders.!?

But the United States no longer had confidence in the ability of its Euro-
pean partners to make use of the international coalition to raise funds for
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these projects or to effectively administer them.!! In March 2004 Secretary
of State Colin Powell announced $1 billion in aid in addition to the $1.2 bil-
lion the United States pledged for 2004 with the support of the Afghan
government, which was now prepared to take over increased responsibility
for policing its borders and to make aggressive efforts to achieve crop sub-
stitution and economic diversification.!?

The international community’s go-slow approach to halting the expansion
of opium production in Afghanistan from 2000-2004 had substantial costs to
the Central Asians, in the form of the increased criminalization of the
economies of two or three states. This was seen as “peripheral damage” in a
much greater war, which could be partially mitigated by increasing the capac-
ity of the border controls and police forces of the Central Asian states. Had
there been increased and better targeted international assistance toward drug
eradication programs in the Central Asian states, the pace of the criminaliza-
tion of some of these economies could have been slowed. This money should
have been spent through the UN Office on Drugs and Crime (UNODC), and
by making Central Asia more of a priority for the U.S. war on drugs estab-
lished through the U.S. Office of National Drug Control Policy (ONDCP).!?

The challenge of fighting drug trafficking in Central Asia has been exac-
erbated by the complete absence of modern technology along Central Asia’s
borders in the early 1990s—both among the former Soviet republics and
with neighboring China, Iran, and Afghanistan. This is slowly being recti-
fied, but large portions of the border regions, especially those that Tajikistan
shares with Kyrgyzstan and Afghanistan, still lack all but the most cursory
supervision, making effective narcotics interdiction impossible. Even though
improved training for police and border authorities would not have solved
Central Asia’s drug problem, it would have created a much more support-
ive environment for combating it.

Soviet-era security officials were trained differently than their Western
counterparts, but most shared a mentality of being professional law enforce-
ment officials, willing to enforce the legal norms that their governments
demanded of them. Central Asia’s security forces were able to profit from
retraining and from learning to use new kinds of technology for spotting
criminals and illegal cargo.'*

Such efforts would not have led to the disappearance of corrupt officials
in Central Asia, but they would have made it harder for them to recruit new
associates, especially if the reforms had been linked to higher salaries for
security officials and harsher penalties for government employees implicated
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in the narcotics trade. Similarly, the effectiveness of such efforts would have
been enhanced had they been directly linked to other projects involved
with judicial reform. Even if only Kyrgyzstan and Tajikistan had been tar-
geted—and both countries had been very receptive to speeding up the pace
of reform of their criminal justice systems—trade routes to Afghanistan
would have been disrupted, and the impact of drug trafficking on these two
fragile states would have been lessened.

Although it is not too late to introduce reforms, it would have been more
effective to have done so in 2002, before the dramatic increase in opium
production and heroin trafficking from Afghanistan. It would also have
been better to engage in large-scale judicial reform before improved coop-
eration between Russian and Central Asian security forces was introduced.
Russian understanding of judicial transparency is quite different from the
Wests, so reforming the interconnected security services is a greater chal-
lenge than reforming each national security service. Increased cooperation
with Russia also has fueled closer collaboration between corrupt elements
in the security forces, which continue to be manned by officers who stud-
ied and served together during the Soviet period.

Yet even the existing level of funding has led to increased seizures of
heroin at various transit points throughout Central Asia, especially at the
Tajik—Afghan border, where 6 tons of heroin were seized in 2003, a
thousand-fold increase since 1996.!> Drug seizures increased in 2004 as
well.16 More ominously, the proportion of heroin in the intercepted narcotics
was up considerably, meaning that the cut going to traffickers is up as well,
given heroin’s greater commercial value over opium.!’ Afghan antinarcotics
officials estimate that a kilogram of heroin is worth from $5,000 to $20,000
in Afghanistan, but that rockets to anywhere from $70,000 to $300,000 on
the international black market, depending on quality.!'8

Creating inroads against Central Asia’s drug trade today will be far more
costly and more complex than it would have been a few years ago, simply
due to the growing magnitude of the problem given the string of recent
bumper crops.

Although good statistics are very hard to come by, organized crime is at
least as serious a problem in Central Asia as it was several years ago. Some
of the Central Asian crime groups are linked to those in Afghanistan, and
these entrenched criminal groups, swollen with the profits of the past few
years, will work hard to undermine international efforts to eradicate
Afghanistan’s poppy crop.
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There is also the risk that remote regions of Central Asia will become
areas of cultivation to replace crops from Afghanistan. Historically, opium
has been produced in parts of all five of the Central Asian countries.!¥ Crim-
inal groups are looking for ways to perpetuate their activities. One of the
ways that they are doing this is by discounting drugs to people in the dis-
tribution chain, which has made drug addiction a growing problem in the
region. Increased addiction has also led to increased trafficking in women
(a way that addicts raise money) and the rapid spread of HIV/AIDS.
Increases in drug addiction have reached epidemic proportions in parts of
Kazakhstan, Kyrgyzstan, and Uzbekistan and increases in HIV/AIDS place
major stress on the region’s decaying health-care delivery systems. Because
many of the Central Asian governments shy away from a frank discussion
of these problems, the international community has been hampered in try-
ing to effectively target assistance in these areas.?’ But the amount of inter-
national assistance available even to the most cooperative of states in the
region, Kazakhstan, falls far short of that country’s needs in combating
HIV/AIDS. If the West led by example and devoted sufficient international
resources to the development and execution of a successful HIV/AIDS pre-
vention and remediation program, then it would become easier to prod the
governments to begin addressing these diseases as well.

Combating Islamic Extremism and Terrorism: A War of Minds

Central Asian leaders continue to see the sale of illicit substances as a key
means for Islamic extremist groups to fund their activities, although con-
clusive linkages are difficult to establish. Unquestionably, extremist groups
have relied on narco-trafficking to bankroll their activities, but most traffic
seems to be run by organized crime groups who enjoy protection from
within the regime—not those opposed to it. Eliminating drug trafficking will
not defeat Islamic extremism, and likewise getting rid of Islamic extremism
will not put a dent in drug trafficking. Yet better monitoring of money laun-
dering and other forms of illegal funds transfers would make it harder for
extremist Islamic groups to operate.

The United States has been pressing for international measures to track
money transfers and has been trying to enlist the Central Asian states in
these efforts. Assistance in this realm is designed to help these states pro-
tect themselves against the security threats posed by international ter-
rorist groups. But the bilateral assistance on offer will only improve
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capacity in a slow and piecemeal fashion. Much more could be done in
this area.

U.S. assistance is not always compatible with what Russia and China are
offering individually and through the CIS and the SCO. This multiplicity of
patrons is exposing the Central Asians to very different kinds of legal stan-
dards, incompatible notions of due process, and very different models of
what kind of intelligence should be gathered—and how. The British ambas-
sador to Uzbekistan was relieved of his post in October 2004, in part
because he argued that the British should not receive or share intelligence
with a state that uses torture on prisoners. 2! It is hard to imagine an SCO
member nation making the same objections. The different technical stan-
dards of competing patrons may eventually force the Central Asian states to
choose among them and reduce or even eliminate participation in one or
more of the multilateral settings.??

U.S., Russian and Chinese officials all talk about cooperation in the war
on terror, but little has been done to coordinate their activities. The United
States has been reluctant to share its global leadership on these questions
with any but its closest allies, while Russia is still searching for functions that
will validate the CIS, and both Russia and China seek to invigorate the SCO.

Even if the Central Asian states improve their technical capacity to detect
and disarm extremist groups, they have the problem of reducing their appeal.
As we discussed in chapters four and five, the behavior of some presidents
has substantiated the rhetoric of religious extremists. The prevalence of bribe
taking by officials serves as a testament of their godlessness in the eyes of
believers; so too does the beating and torture of prisoners detained for their
religious activities. These kinds of actions reinforce the arguments of Islamist
groups that the government rules in its own interests, not those of the pop-
ulation. Such policies have also been a source of regional discord. Policy
makers in neighboring countries will argue privately that Uzbek behavior is
fueling rather than diminishing the appeal of extremist groups, although
they generally share with the Uzbeks the definition of what constitutes rad-
ical or extremist groups and the view that both should be banned.?®

Regardless of what governments do, radical Islamic groups are going to
continue to spread their ideology in Uzbekistan and elsewhere. Officials in
the Central Asian states as well as their Western partners are eager to iden-
tify and encourage indigenous sources of moderation in Islam.

The actions of U.S. policy makers, who are grappling with state building
and the promotion of democratic values throughout the Muslim world, are
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shaped by an understanding of secularism that is firmly rooted in the Chris-
tian heritage. They see Sunday as a secular day of rest, while taking Friday
off is an assertion of potentially radical religious sentiment. This view has
much in common with the biases of Central Asian elites. Rooted in their
Soviet experience, they view secularism as synonymous with atheism. Mean-
while, Western authorities regularly chide the various Central Asian regimes
for discriminating against evangelical Christian groups, which, unlike
Russian Orthodox or Roman Catholics, can find their activities sharply
restricted by local authorities.?*

These concerns not withstanding, U.S. leaders believe that the Soviet-
style secularism of many Central Asian leaders makes them suitable partici-
pants for U.S. programs designed to spread religious tolerance. Many of
these programs are designed around short-term visits to the United States and
account for several million dollars in U.S. assistance to the region per year.
The effectiveness of these kinds of projects has not been well studied, but the
long-term impact of spending analogous sums of money on improving the
quality of secular education in the region is much more certain. Arguably, the
causes of secularism and religious moderation would be better served if this
money were spent on projects for upgrading secular education systems.
Questions of curriculum reform can be controversial, but projects that
improve school infrastructure—such as restoring heat and potable water—
enjoy everyone’s support and bring children back to state schools. These
efforts make them more likely to graduate and less likely to be attracted to
alternative education programs run by unsupervised religious groups.

Securing Borders and Protecting Minority Populations

The risk of infiltrating Islamic terrorists has increased fear about the need
to secure and protect national boundaries. The most extreme of these poli-
cies was the mining of borders, mostly by Uzbekistan, leading to dozens of
deaths of Tajik and Kyrgyz civilians.?’> Even though the Uzbek government
announced plans to begin the gradual de-mining of these borders in August
2004, many find it very difficult to visit relatives just across the border in
neighboring republics or to trade with neighboring states.?

While progress has been made in delineating the Kyrgyz—Uzbek border,
communities remain permanently split and minority communities continue
to feel at risk, especially the Kyrgyz minority community in Uzbekistan.*’
Kyrgyz residents in much of the southern part of the country are still dependent
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on transit across Uzbek territory and are consequently subject to changing
Uzbek evaluations of their security risks. For example, after the bombings in
spring 2004, the Uzbeks introduced a $300 border-crossing charge on every
vehicle entering the country. This led to the immediate doubling of most bus
fares in southern Kyrgyzstan. And the final status of small ethnic enclaves of
Uzbekistan and Tajikistan contained within Kyrgyzstan, which were estab-
lished in Soviet times, is still not fully resolved.?®

All of this makes the treatment of minority populations throughout Cen-
tral Asia a matter of concern. No Central Asian state grants dual citizenship.
So with the exception of those living in certain enclaves, local minorities are
citizens of the country in which they are living, but many still feel greater
loyalty to the neighboring state to which they are ethnically tied. This sense
of dual loyalty is diminishing in Kazakhstan and Kyrgyzstan, where minori-
ties are well treated and the economic situation is improving for many, but
it remains a constant factor elsewhere in the region. In general, treatment of
minorities is an area in which the international community has little clout,
although the OSCE High Commissioner on National Minorities is closely
monitoring the situation of ethnic minorities in Turkmenistan. And Central
Asians themselves often have only minimal diplomatic representation to
which aggrieved ethnic kin can appeal. For example, the Turkmen still lack
diplomatic representation Kyrgyzstan.

The Uzbek government also maintains a watchful eye on developments
in southern Kyrgyzstan. But at the time of Akayev’s ouster in March 2005,
Tashkent did nothing more than close its borders with Kyrgyzstan, as did
Beijing, Astana, and Dushanbe. More troubling is the prospect of mass
refugee flows to Kyrgyzstan in case of further unrest in Uzbekistan.

Greater economic cooperation with Russia could help solve some of the
labor issues and, if properly handled, could provide legal protection for the
large migrant labor forces that are spread throughout Central Asia and Russia.
The trend of labor moving from less prosperous regions at home to more pros-
perous regions across the border is likely to continue as long as borders are rel-
atively porous and economic opportunity is in short supply at home. This is
as troubling for the Kazakhs and Kyrgyz as it is for the Russians, for much the
same reasons. Migrants are seen as potential security threats because they
include small numbers of individuals who want to spread extremist ideas.

Bilateral and multilateral working groups charged with regulating inter-
state relations remain active in the region, and there continues to be progress
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on delineating the national borders that separate the Central Asian states
from each other.?

The delineation of the Kazakh—Uzbek border was completed after the
Kazakhs agreed to return some territory and settlements that were reas-
signed from Uzbekistan to Kazakhstan in 1956.%° This created substantial
displeasure among local Kazakh residents, where the villages of Baghys and
Turkestanets declared their sovereignty in December 2001 as a protest over
the border dispute. They named their short-lived country the Kazakh
Republic of Bagystan. In return for the ceded territory, the Kazakhs received
Baghys (with 1,059 ethnic Kazakhs) and a section of the Arnasai reservoir,
including the dam and five settlements.

Nevertheless, the Kazakh-Uzbek border remains a source of low-level
tension between the two states, given its 2,330-km length and permeabil-
ity. The Uzbek government has found it much easier to regulate trade than
the flow of people across the border. Some of those responsible for the
bombings in spring 2004 are generally assumed to have found sanctuary in
Kazakhstan, and individuals linked to the July 2004 bombings were tied to
an Islamic Movement of Uzbekistan (IMU) cell based in the Shymkent
region, just across the Kazakh border from Tashkent.*!

Russia and Kazakhstan have allowed some transfer of territory to allow
divided communities to be assigned to a single state. These decisions were
largely designed to assign Russian communities to Russia and Kazakh com-
munities to Kazakhstan, and were not particularly controversial.

Uzbekistan’s borders with both Tajikistan and Turkmenistan are also
not fully delineated: The former seem certain to prove problematic in the
future; the latter were the subject of a November 2004 meeting between
Presidents Niyazov and Karimov in Bukhara devoted to border issues.
Topics discussed included management of the Amu Darya, measures to
facilitate cross-border trade, and improving access of citizens living in
border areas to the neighboring state. Although three separate agreements
were signed, their implementation depends exclusively on the good will
of the two men who signed them. How long the two will remain on good
terms is difficult to predict. The November 2004 meeting was filled with
effusive demonstrations of friendship. Traditional terms of respect were
used, and Karimov gave a car to Niyazov, who collects automobiles. The
choice of car, however, an inexpensive Uzbek-produced Daewoo, says
much about the quality of the relationship between these two rivals.>
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Allocation of water resources is potentially the most problematic of all the
security issues facing the Central Asian states. Chapter six examined how
Russia’s growing role in the hydroelectric sector could have a positive influ-
ence in the area of management of shared water resources and may allevi-
ate tensions that have arisen from unpaid energy bills within the region,
money owed mostly to Uzbekistan. Yet there is no long-term management
plan and the roles granted to the international community by these states
are insufficient. Actors like the UN Development Program that have been
given some scope to address the problem have proven ineffective. For exam-
ple, in 2004, the UNDP made water issues a particular focus for their human
development survey of Central Asia, but only two countries, Kazakhstan and
Kyrgyzstan, prepared reports in a timely fashion. These reports contained
detailed analysis on plans for conservation and water purification and the
consequences for society of failure to improve water quality, but regional
water usage issues were beyond their purview, as were suggestions as to real-
istic plans or policies to better manage them.>>

Lurking Economic Problems

Each Central Asian government can conjure economic statistics to defend
its performance. The leaders of Kazakhstan and Kyrgyzstan can claim that
their economies have climbed out of the economic morass created by the
collapse of the Soviet Union. The presidents of Uzbekistan and
Turkmenistan can take pride in their ability to sustain many Soviet-era social
benefits, and the Tajik government can point to its postwar economic recov-
ery. However, none of the Central Asian countries have fully recovered from
the economic collapse occasioned by the dissolution of the Soviet Union.
The economic performance of some states has been better than that of oth-
ers, but none has maximized the opportunities for economic development
that independence brought with it. This was true of the first decade of inde-
pendence, and it has continued to be the case in the years following
increased U.S. engagement in the region.

Bad Leadership Is Part of the Problem

The tasks of economic reconstruction that confronted Central Asia’s leaders
were formidable. Leaders often questioned the motives behind those who



Martha Brill Olcott | 221

offered them advice, preferring to trust their own instincts. Each had a
deeply ingrained suspicion of Westerners based on their long years of ser-
vice to the Soviet state. These men feared that market reforms would
become an instrument for allowing multinational firms to control their
resources and dictate the terms of their development. Presidents Akayev and
Nazarbayev were the first to understand that structural reforms would make
their economies more competitive and resilient, but as we have seen,
Nazarbayev continues to believe that Kazakhstan must protect its national
interests by restricting foreign ownership of its oil and gas assets, which
annoys Western investors, who feel they are entitled to high returns in high
risk environments.

Central Asia’s leaders were also deeply distrustful of Russia’s motives,
which were familiar to them. Thus they felt better able to predict and counter
Russia’s actions than those of Western governments, multilateral institutions,
or investors. Presidents Nazarbayev and Karimov feel most confident in their
ability to handle Moscow because they both spent part of their careers work-
ing in senior positions in the Soviet economic system. Of all the foreign
actors, the Central Asians were most intrigued by the Chinese, but they saw
limited applicability of the Chinese experience to their own region, given the
circumstances surrounding the collapse of the Soviet Union.

Even those leaders who opted to introduce market economies handi-
capped the process of reform by the top-down management styles they
employed. People with Western training were often pushed out of inner cir-
cles even in the more reform-minded states and were replaced by those
more interested in pleasing the president and less concerned about ques-
tions of transparency.

The introduction of market economies has been distorted by the endemic
nature of corruption in these economies, which became more prevalent
after independence because of the newly acquired ability to regulate invest-
ment as well as legal and illegal trade.

The economies of Kyrgyzstan and Kazakhstan may be able to withstand
some of the negative effects of corruption. Both have experienced high
growth rates in recent years, and both have strong private sectors that will
continue to press for further transparency. But popular expectations in both
countries are changing, to such a point that allegations of corruption were
already instrumental in bringing down Kyrgyzstan’s president. And it is not
clear that the new government in Kyrgyzstan will be able to meet heightened
public expectations of a rapidly improving standard of living. If the new
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leaders think voters will give them only a short tenure, official corruption
may actually increase, as those hailed as democrats rush to line their pock-
ets before their time runs out.

In both Turkmenistan and Uzbekistan the private sectors are so small,
and corruption in these countries is so endemic, that it may be impossible
to transform either of these economies through incremental change.
Uzbekistan squandered the opportunity to do this in 2002, and
Turkmenistan has never shown any willingness to modify its current eco-
nomic system. Unless there is a precipitous drop in opium cultivation in
Afghanistan, economic reform in Tajikistan will take second place to the
drug trade.

Bad Advice and Tight Budgets

The pervasiveness of corruption is used as an excuse by the international
community to justify its failure to bring about economic reform. Had the
multilateral financial institutions set different rules for engagement in the
region, and had the United States and other Western aid donors been will-
ing to spend more money, and expand projects that were simply for PR
effect, there might have been more economic success stories in the region.
Corruption has served to thwart economic reforms, but limited support by
the United States and the international financial institutions served to fur-
ther stimulate corruption, both directly and indirectly. There were frequent
rumors that some of the early assistance money, especially lines of credit,
was given to favorites of those in office—both family members and those
who paid bribes for access.** Some of this behavior could have been con-
trolled by better supervision.>

And when those in charge in the countries with small economies, such
as Kyrgyzstan and Tajikistan, realized that the international community was
helping fund a project of reform that was not going to lead to a vibrant mar-
ket economy anytime soon, they lost the incentive to swap rent seeking for
turning a profit in a market economy. The IFIs had fewer means of control
available to them in the larger economies, such as in Kazakhstan or
Turkmenistan, where economic restructuring could largely be funded by the
state itself. In these cases pressure for reform had to come from within the
countries themselves. For example, as we saw in chapter four, the pressure
for reform in Kazakhstan is considerable.
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The causes of corruption have varied, but the fight against it always cre-
ates a circular problem. Unsuccessful economic reforms made corruption
more pervasive, but the presence of rent seeking poisoned the atmosphere
necessary for reform. The cycle was hardest to break in the poorest coun-
tries, where the private sector provides limited opportunities and regimes
reward regional elites for loyalty by allowing them to pocket some of the
profits in a state-dominated sector, or to tap into illegal rents such as those
in the drug trade. The presence of an active private sector changes the
dynamics of corruption, as state officials then leech profits from private
businesses, and can prevent them from expanding to the natural limits
imposed by the market, as has been too often the case in Kyrgyzstan and
Kazakhstan. This, much more than the theft of assistance money; is the
kind of corruption prevalent in Central Asia.

In fact, increased assistance might have served as a valuable “good” that
local elites could have helped distribute, speeding the privatization process,
assuming that the priority was the speed of the process and not its equity
or the long-term financial health of the financial institutions that distributed
the assistance.

But only Kazakhstan and Kyrgyzstan set the goal of developing the
Western-style banking systems that would facilitate high loan traffic, and
only the Kazakhs realized this goal. Lending in Turkmenistan and Uzbekistan
was hampered by the inability of local borrowers to get access to hard cur-
rency, which was a precondition of most IFIs to set up loan programs.

Small and micro loans are considered attractive assistance projects by
most IFls because they do not require much banking infrastructure and
target a broader audience. Yet the amount of money available in the region
never came close to meeting the potential demand. Because borrowers
lacked assets to guarantee loans they were forced to pay high interest rates
that cut into the profitability of their businesses, which were often liable for
high taxes as well. Small businesses that did survive had a lot of trouble get-
ting the financing necessary to expand and diversify their holdings, and if
they did, the larger operations often fell prey to corrupt competitors.

In general, economic recovery of the region would have been served by
structuring assistance differently, by changing the balance between loans and
grants. With both longer and better terms of repayment, Uzbekistan might
have gone through with structural reforms, including privatization, rather
than abandoning its IMF stabilization program in 1996. Admittedly, this
would have been a hard sell, given Uzbekistan’s paranoia about how unrest
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in Afghanistan and disorder in Tajikistan would contaminate its economy,
but there was a chance that Uzbekistan might have agreed had “shock ther-
apy” been defined in a way that was not inconsistent with a gradual shift
away from Soviet-era social welfare benefits. A changed structure of foreign
assistance might have been used as a lever to pressure Uzbekistan to open
its borders to trade with neighboring countries, which would have stimu-
lated the growth of an Uzbek private sector and economic recovery in
Kyrgyzstan and Tajikistan as well.

The international community had another opportunity to affect eco-
nomic outcomes in Uzbekistan in 2002 by offering enough money to help
the Uzbeks meet their projected budget deficits, roughly an additional $500
million per year. And it could have been done without restructuring the
assistance process. Even more flexible use of conditionality by the IMF
might have been sufficient, something not supported by current rules. Some
IMF economists have suggested that the IMF should consider changing
these rules, though this is quite unlikely. A September 2001 IMF working
paper argued for floating tranche conditionality to replace the current strict
timetables for staged project completion.?® They also argued for what they
termed “outcomes-based” conditionality, which would allow the IMF and
recipient governments to negotiate a series of shared policy objectives, with
a flexible timetable for meeting them, rather than continued funding being
predicated on performance of goals according to strict timetables. The lat-
ter in particular is something that the IMF is reluctant to pursue because it
would lead to front-loading of funds.

The United States and the international community have been reluctant
to reexamine how they define their responsibility for providing foreign assis-
tance, both in 1991 at the end of the Cold War and in 2001 with the start
of the war on terror. The EBRD was created in 1991 to provide an additional
financial instrument to help fund the reconstruction of the countries created
or redefined by the collapse of communism.?’

The balance of spending between defense and foreign assistance has not
changed appreciably since the war on terror began. Technology-based solu-
tions still absorb virtually all money available for preventive security mea-
sures. The Bush administration continues to advocate a National Missile
Defense Program, which could cost up to $60 billion. With the exception
of offering massive foreign assistance for Iraq, foreign assistance for poten-
tial battlegrounds in the war on terror has increased very slowly.
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The one major innovation that the United States made in the delivery of
foreign assistance was the creation of Millennium Challenge Accounts
(MCA), announced in 2002 and funded in 2004. This program is designed
to spur the development of strong private sectors in some of the world’s
poorest countries, but so far none of the Central Asian states have been
judged eligible to receive MCA grant money because they have made insuf-
ficient progress toward the development of transparent economic and polit-
ical systems.>®

As a result, many of the complaints made about the way that 1FIs oper-
ate—and how traditional U.S. foreign assistance is delivered in other parts
of the world—apply to the situation in Central Asia. For example, critical
comments made by Nicolas Van de Walle and Timothy Johnston in their
1996 study of assistance to Africa are applicable to the experience in Cen-
tral Asia.* They complained that there was too much duplication among aid
agencies and at the same time that there were too many stand-alone projects.

This was less of a problem in Central Asia than in Africa, but the Central
Asian policy makers confronted a somewhat analogous problem, in that
different donors had different criteria in deciding whether to provide loans
and technical assistance in a particular project area. This sent mixed mes-
sages to the Central Asians. For example, the Asian Development Bank was
eager to fund education projects in Uzbekistan, and did not demand the
same demonstration of willingness to reform the educational system or
school curricula that European and U.S. donors sought.

The Central Asians were also plagued by another problem noted by Van
de Walle and Johnston. They argued that host governments had real diffi-
culty covering recurrent costs and were frustrated by an assistance culture
in which donors were not interested in turning projects over to host gov-
ernments, which further undermined the development of local capacity.
Walle and Johnston also complained that many projects are designed to
satisfy constituencies in the donor country rather than address pressing
problems in the recipient country.

This is certainly true of many of the projects in Central Asia that relate
to gender issues and trafficking in persons. The former is such a major pri-
ority of USAID in the region that businesses seeking small and medium
enterprise loans use a female “front,” and women interested in organizing
nongovernmental organizations (NGOs) to deal with general health or edu-
cation issues adopt a gender focus to secure support and conceal their
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broader aims. Similarly, local law enforcement officials complain that pro-
jects designed to combat trafficking in persons ignore the root conditions—
the sale of women by drug-addicted family members.*® Similarly, those
brought in to run gender awareness programs in the region often have lit-
tle awareness of the cultural context in which they are operating, and no
sense of responsibility for the fates of women whose consciousness is raised
and who are subsequently rejected by their families as a result.

Some of the international aid workers fell prey to the same enthusiasms
that the Central Asians did, seriously underestimating what it would take to
sustain economic growth in the poorer countries such as Kyrgyzstan and
Tajikistan. In both countries, economic planners were unjustly optimistic
and failed to consider the isolation of the region and the potentially crip-
pling interdependence of these states with the regional market.

This said, there were plenty of smart people working for the IFIs in the
region and for USAID, and employees with relevant language and cultural
exposure prior to coming to the region are increasing in number. Any inter-
ested reader can look at the website of any of the multilateral financial insti-
tutions and find well-written explanations of the causes of disappointing
economic performance in any of these countries, and good suggestions as
to how it might be improved. But one of the problems with Central Asia is
that things have never gotten bad enough to provide a forum for these crit-
ics to lobby for broader international engagement or even for rethinking the
developmental paradigms that have been applied.

Failures of Regional Trade

International assistance toward the development of a strong regional mar-
ket, reaching from Central Asia into western Siberia, down into Afghanistan,
and even eastern Iran would have benefited all five Central Asian states, but
was never considered. The U.S. priority was to get these countries to think
in global terms, and to decrease the Soviet-era dependencies or interde-
pendencies that would be recreated—only now dependent upon market
forces—through the reconstitution of a regional market.

Uzbekistan, in particular, had the capacity to become an important
regional producer of processed foods, clothing, and textiles. Its problem is
one of lost opportunity because with a domestic market of 26 million, trade
barriers have damaged but not destroyed Uzbek industry. The failure to
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develop a regional market has proved particularly costly to the weaker
economies of the region, Kyrgyzstan and Tajikistan, where light industry is
all but impossible to sustain without access to some foreign markets.

Except for the ADB, the IFls advising these countries did not sufficiently
anticipate the costs of the failure to develop regional trade linkages on a
country-specific basis, and economists from the ADB were not able to influ-
ence the thinking in other IFIs. Ironically, this was partly the product of a
desire by the World Bank and the IMF to be more sensitive to the wishes of
recipient governments than had been the case in the 1970s and 1980s,
when they were criticized for ignoring local preferences in the design of the
projects.* Then, as now, of course, recipient government approval was
required for projects of the World Bank, IMF, and UNDP. But international
influence could have been used to stress the importance of recreating Soviet-
era economic cross-border synergies on a market basis.

Several of Central Asia’s leaders had little interest in cooperating with
each other, and financial incentives to change their minds were limited.
Virtually every state was in violation of trade and border agreements that
their leaders had at some point signed, most through CACO, where
Turkmenistan opted out. Had the IFls wanted to get tough with the Central
Asian states, country-specific projects could have been made conditional on
the observance of regional and bilateral agreements.

IFIs must strive to attain a difficult balance between being sensitive to
clients’ desires and having a deeper, more refined vision of development
than local economists, and to anticipate failures in development planning.
Most projects in the region are country driven and prioritize trade with the
donor country or its allies, usually making the donor country the manda-
tory supplier of vital technology or equipment, as opposed to trying to
match the goods of the Central Asian countries to local markets.

The region’s major commodities—its oil, gas, gold, and cotton—must
find their way to a global marketplace to realize maximum profit. But the
Central Asian states also need projects that are focused on increasing
employment because the region’s population is young. Regional rather than
simply national initiatives are most likely to stimulate new job creation.

Central Asia itself has placed little priority on building regional markets,
save for some well-placed rhetoric. The CACO never developed mecha-
nisms to orchestrate concerted action. Although adherence to an interna-
tional trade regime is the most effective way of facilitating trade between the
various states, the dramatic difference in the pace of structural reform across
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the region means that even today only a regionally instituted trade regime
could boost trade.

Even if CACO should prove more effective in the coming years, it can-
not compensate for the lost opportunities for creating economic synergies
that improved terms of trade would have provided the region in recent
years. There is, however, still significant regional trade on which to build,
Tajikistan, Kyrgyzstan, and Uzbekistan remain important partners for one
another, accounting for a significant share of each other’s exports.*?

The regional market amounts to over 75 million people when neighbor-
ing parts of Russia are included. It can be reached without great transporta-
tion costs, if terms of cross-border transit are improved. Transportation costs
to more distant markets in the United States, Asia, and Europe are quite
high, much higher than in China or Pakistan, both of which are competing
producers in these distant markets with lower labor and transit costs. But
many locally produced foodstuffs, pharmaceuticals, and even certain textile
items would be cheaper than imported goods from China. If local industries
are not revitalized and expanded now and part of the market share cap-
tured, it will become much more difficult to do this after Russia and
Kazakhstan join Kyrgyzstan as World Trade Organization (WTO) members.

The failure to appreciate the importance of the regional market dimin-
ished the potential success of the developmental paradigm that was being
imposed, particularly on Tajikistan and Kyrgyzstan, making the economic
targets necessary to minimize long-term debt virtually unattainable. More-
over, the size of the current debt and the amount of it going to foreign con-
sultants and the purchase of foreign equipment created an atmosphere of
distrust toward Western institutions, which will continue to influence
domestic politics throughout the region.

While many of these countries may have unrealistic ideas about import
substitution, and their own capacity to build equipment necessary to complete
technologically complex projects, a lot of political good will could be created
by the IFls and international donors if more effort was made to source equip-
ment locally, or at least within the regional market. Similarly, USAID and the
IFIs could modify the structure of loans so that the differential salary structure
between foreign experts and local experts would not be built into the loan, but
would be borne by a special fund created by the donor. Fifteen years into
independence, many of these “foreign” experts have backgrounds that are not
dissimilar to the local experts that they work beside. Many are Soviet-era émi-
grés. More creative thinking would break down at least some barriers.
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Failures of Political Institution Building

More than fifteen years after independence, the Central Asian states have
failed to develop political institutions that are either democratic or provide
for the transfer of power in ways recognized by society as legitimate. Each
of these states must still go through the challenge of transferring power
from the Soviet-era generation that still dominates political life.

If anything, these regimes have become less rather than more democra-
tic since the United States began its military presence in the region. Nation
building has not been a priority for Washington. U.S. policy makers and
most of their Western counterparts have largely discounted the prospects of
reforming the current elite. The populations of most of these countries are
so ill-prepared for democratic transitions that only the most gradual
approach to political institution building is likely to have the desired out-
come. As a result, most policy makers concerned with the region see little
reason to increase the sums allocated for political assistance to these states
or to challenge the developmental paradigms that are at the core of how
assistance is being delivered.

Central Asia’s leaders have both exaggerated the risk of extremist groups
and overestimated popular patience. The perception of psychological
empowerment that independence brought to these populations is dimin-
ishing with time. We saw clear evidence of how it can boil over in
Kyrgyzstan in March 2005, and then again in Uzbekistan in May.

Those who live in a country should feel some stake in its future, or fail-
ing that, feel some hope for their own future or that of their children. But
the rulers and the ruled seem to tell time in different ways. Most people need
the hope that things will improve either in their lifetime or that of their chil-
dren. Those born in the Soviet Union were raised on a diet of “deferred grat-
ification”; all independence seems to have brought is a new version of the
old dietary staple. Those born later are likely to have less patience. Most of
them, unlike many of their parents, have direct contact with the global
information age and their expectation of the future is partly shaped by their
knowledge of what is going on elsewhere.

The population in the region will take to the streets when they feel
pressed, but just as in most of the rest of the postcommunist world, their
preference is to find peaceful means to make their dissatisfaction known.
The history of public protest in recent years provides limited evidence of any
great risks posed by the threat of mob rule, but it does make clear that
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absent public approval, the durability of the current leadership will prove
short-lived.

Outside Kyrgyzstan there have been a few large public protests over the
past decade that the respective governments have not been able to defuse,
but as the events in Andijan showed, the costs associated with defusing
them are growing.

The Kazakhs have less of a history of public protest than do the Kyrgyz.
In the late 1990s unresolved labor disputes sparked mass protests in south-
ern Kazakhstan, but the increased restrictions on public demonstrations
combined with the country’s economic upturn that enabled the repayment
of public debt defused much of the tension.*? In recent years, public protest
has become more of an elite activity in Kazakhstan, posing little direct threat
to the Nazarbayev regime. Opposition efforts to get the public to protest the
seriously flawed parliamentary elections of 2004 almost immediately fizzled
out, but despite the new ban on public demonstrations during election
periods, organized opposition to Nazarbayev will continue to target the
presidential elections of January 2006 as their deadline for regime change.

Tensions are increasing in both Turkmenistan and Uzbekistan. Small
demonstrations in Turkmenistan have been organized by the disenfranchised
members of society, relatives of political prisoners, and local Russians affected
by changes in the dual citizenship law.** These were not easily put down.
Protests in Uzbekistan are potentially very destabilizing. Some have been
spontaneous, like road blockages by women outside Tashkent in July 2004 to
protest the absence of potable water during the summer heat, while others
appear to be organized, such as the November 2004 protests by thousands of
merchants in bazaars across several cities.*> The May 2005 demonstrations in
Andijan were very well organized and are likely to trigger future protests,
even if the Uzbek government answers these with the use of force.

Yet all this does suggest that Soviet-style social engineering techniques that
have been used by Central Asias leaders to create new political loyalties—part
nationalist and part personal—are not having their desired effect. The region’s
leaders have not succeeded in creating for themselves the status of founding
fathers, men who can dictate the terms of their own succession because of
the strength of their performance in office. However, the attempts at social
engineering could be creating potentially dangerous situations, because they
are leading to a growing sense of ethnic empowerment by the titular nation-
ality, as well as by religious opposition groups who claim that the corruption
of the ruling elite is proof of the tainted nature of their ideology.
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Efforts to reinstate some sort of modern-day monarchic system in any
part of Central Asia would be very dangerous, and yet this may be the plan
of several of Central Asia’s leaders. The societies that they rule are complex,
filled with populations reluctant to accept a loss of the benefits they are
accustomed to enjoying and replete with former political and economic
stakeholders accustomed to being accommodated. When the opposition
came together in Kyrgyzstan this was enough to bring down the president,
for included in their number were enough representatives of the country’s
security forces to make the use of force a virtual guarantee of civil war.

Although some might use the electoral process as their means of execut-
ing a succession, all of the region’s presidents seem determined to skew the
playing field to their own personal advantage. Free and fair presidential
elections therefore may become a fact in style, not substance. The key polit-
ical decisions in all five countries as to who can and cannot contend for high
office are likely to continue to be made behind closed doors, and this is true
even of the presidential elections scheduled for July 2005, to choose Askar
Akayev's elected successor.

Yet generational change must inevitably occur throughout the region.
Some leaders in Central Asia may in the short run be able to insulate them-
selves from outcomes like those of Georgia, Ukraine, and Kyrgyzstan, by
making it harder for independent political groups to function in their coun-
tries, but they will find it harder to minimize the role of regional influences
within Central Asia. The transfer of power in one country will lead to a sub-
stantial politicization of the region in ways that will maximize the uncer-
tainty of political outcomes. The events of March 2005 in Kyrgyzstan and
May 2005 in Uzbekistan create politically destabilizing conditions for the
region more generally, although their full effect may not be apparent for sev-
eral years.

The relative absence of sharp inter-elite struggles in most of the region has
been in large part a product of the uneven playing field in these countries.
But the departure of a sitting president changes the situation immediately,
which is especially true if he dies or is forced from office before the end of
his term. There is a push-and-pull quality to the interchange going on
between the region’s presidents and the top layers of the political elite whose
support helps facilitate their rule. This tension has now been exacerbated
throughout the region, making the population in each country aware that
a political transition is approaching. While presidents Niyazov, Karimov, and
Nazarbayev have all enhanced the power that they inherited with independence,
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they have not really legitimized it. That the post of president was con-
structed on the remnants of the republic Communist Party structure gave
these presidents a critical tool to use in their accumulation of power. The
incumbents strengthened the institution of the presidency and then advanced
their own personal rule, moving away from the notion of collegial leadership
that had dominated throughout the post-Stalin era in the Soviet Union.

Even those who have enough authority to hand over power will not cre-
ate a risk-free environment for their successors to secure their own power.
And in cases like Kyrgyzstan, where the incumbent is ousted, the process of
securing the legitimacy of his successor will be even more problematic.

Further challenges will come after the political transitions are completed.
Disgruntled members of the elite, some longtime opponents and others
who were previously silent, are likely to take advantage of the inherent
weakness of a new president.

Those who seek political power are going to use all the potential tools at
their disposal to advance their cause. Many will see these contests as their
final chance to take power, which could make substate identities and eth-
nic loyalties of greater importance than they have been in the past few years.
But ethnic identities and loyalties are unlikely to play the same role that they
did in the period just after independence, when ethnic, subethnic, and
regional identities became increasingly important throughout the region. In
general, in today’s Central Asia, subethnic identities create a sense of mutual
obligation. They may get you in someone’s door, but for most of the region
they are but one factor in what are becoming increasingly more complex
political environments.

The existence of these loyalties introduces an element of greater volatility
into the situation. With the exception of Tajikistan, however, the elite in Cen-
tral Asia has been quite sensitive to the incendiary capacity of attempting to
mobilize populations along ethnic or subethnic lines, but while today’s polit-
ical elders and the next generation may not seek to advance their claims in
such a dangerous fashion, ethnic polarization can still occur spontaneously.

Ethnic identities are only one source of potential danger: Throughout
Central Asia, there are various “have-not” groups that have been waiting to
make their presence felt. These groups include those from the presidential
entourages who will feel slighted and damaged by the choice of a successor,
as well as excluded members of the old-Soviet elite and their children, many
of whom have accumulated economic levers to use in advancing their cause.
Added to this are the remnants of the alternative elite, who had counted on
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independence providing them with new economic and political opportu-
nities, but who were thwarted in their plans. The alternative elite include
both those with secular and religious orientation. The mix of {orces varies
quite substantially from country to country, as do the tools available to use
in their struggle for power. But most have added new economic and cultural
tools of “global outreach” to their traditional arsenal, which includes manip-
ulation of political position or ethnic status.

Moreover, the next group of leaders who come to power may have far less
in common than the current political incumbents and may prove to have far
less political staying power. The next group of presidents is likely to lack
even the minimal loyalty that the current set feels toward one another. In fact
they may feel outright hostility if it seems to one sitting president that the
way a leader came to power in a neighboring country is a direct threat to his
own political longevity.

Because of this, some of the region’s leaders may become much more
aggressively involved in the internal politics in neighboring states, not just
to prevent unrest from spilling over, but to assert national advantage. All of
the states are likely to strongly resist Islamic groups coming to power just
across their borders, even in power-sharing relationships. The Uzbeks and
Kazakhs are likely to watch closely the continuing transfer of power in
Kyrgyzstan and try to maximize the likelihood that the new president favors
their respective economic and demographic interests and all will watch
developments in Uzbekistan with great nervousness.

In places where political institutions to regulate the transfer of power are
weak or nonexistent, ambitious elites will seek to use extralegal ways to
advance their cause. We have already seen an attempt at this in
Turkmenistan during Shikhmuradov’s failed November 2002 coup.
Throughout Central Asia, members of the elite from disfavored clans and
families have been sitting by, waiting for the opportunity to grasp more eco-
nomic and political power. As institutions to ensure a peaceful transfer of
power do not exist, there is no foundation on which they can rest their hopes.

As the leaders in Central Asia leave office, the populations of the region
will begin embarking on a difficult transition. Some are looking forward to
it enthusiastically as the decisive end of the Soviet system, restarting the
stalled democratic revolutions of 1989-1991, while others see it as a jour-
ney into a great unknown.

The first test will come in Kyrgyzstan, where the interim government that
encouraged the ouster of Akayev must legitimate its hold on power.
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Kurmanbek Bakiyev, the interim president who has thrown his hat into the
presidential race and who was affirmed by a parliament whose election was
so corrupt that it brought down the sitting president, has inherited the
responsibility of conducting democratic presidential elections.

And after these elections parliament must decide whether or not to
engage in fundamental political reform, to put in place constitutional guar-
antees against the abuse of power. This parliament also must consider
whether or not it has a legitimate enough mandate to complete its term of
office, or dissolve itself—a rather unlikely scenario.

It is hard to imagine that Kyrgyzstan’s elite is up to this task, and if they
are not, there is good reason to fear that the Kyrgyz population will not grant
them a long grace period. The grace period in Uzbekistan may be shorter
still, especially if the Uzbek government fails to introduce economic reforms,
such as freeing the purchase price on cotton and grain and reducing taxes
on small businesses. In both countries, economic conditions have been
exacerbated by political favoritism and the corruption of the ruling elite. But
it is also the result of the very nature of the economic transition that was trig-
gered by the collapse of the Soviet Union.

After fifteen years of learning to distrust one’s leaders—and there was lit-
tle political trust inherited from the Soviet period—it will take a long time
for Central Asia’s population to trust its leadership. But choosing these lead-
ers democratically would be a good start to the process.

Blame Lies with the Region’s Leaders

The kind of instability looming in Central Asia was not preordained.
Although caused by the local elite, it could have been more effectively
headed off by better-considered interventions by the international commu-
nity, either immediately preceding independence in 1991 or again after Sep-
tember 11, 2001. Instead, the international community decided that in the
face of more immediate threats it was better to work with the forces that
were in power in the region, and not press them too hard to change their
policies. Partly, they believed that the existing rulers were less likely to be a
source of instability than the populations that they ruled. Now that the
Soviet-era rulers of post-Soviet states have begun to be ousted, the U.S. and
other western countries have less leverage to apply.
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Nobody argued more strongly than Central Asia’s presidents and senior
officials that the population in the region was too inexperienced to accept
the burdens of living in a democratic society. The precolonial history of
Central Asia seems made to order for elites reluctant to share power. With
one breath, they spoke of lessons of statehood learned from earlier rulers
like Timur (Tamerlane), who ruled from Samarkand, Karimov’ birthplace,
or like Tole Bi from the eighteenth century, who like Nazarbayev came from
the Great Horde, or in the Kyrgyz case, from the 2,200 years of statehood
that they celebrated in 2004. *® And with the next breath, they stressed the
newness of their nations and how their modern history was one in which
democratic institutions played no part.

It is true that there is no history of modern statehood in the region, but
the preconditions for developing democratic institutions were not dramat-
ically different here than elsewhere in the former Soviet Union. Much has
been written about the pervasiveness of the clan structure in Central Asia.
Partly kin-based patronage groups exist in each of the countries in the
region, but patronage networks are found in all the post-Soviet states (and
exist even in developed democracies). In Central Asia as elsewhere, these
groups evolve and are modified by changing political circumstances. How-
ever, the populations in Central Asia were not given any opportunity for
political participation until the late 1980s.

At that time some highly structured and well-supervised venues of com-
petition were organized, which continued to enjoy official sponsorship until
the early or mid-1990s. There was also strong popular support for the intro-
duction of competitive elections in Central Asia in the late 1980s and early
1990s, with independent candidates for legislature and president finding it
easy to get petitions signed. The Central Asians did not seem to see this as
inconsistent with their deeply rooted tradition of respect for elders and
authorities.*” But when elections throughout the region became more con-
trolled than competitive, in most countries the population quietly acqui-
esced. Their acquiescence facilitated the spread of corruption that made
future democratic elections harder to organize, and this in turn created the
sociopolitical pressure cooker that resulted in the Georgian, Ukrainian, and
Kyrgyz revolutions.

Demographically the Central Asians are not too different from citizens in
much of the Soviet Union, with the exception of their slightly lower levels
of education. Although the majority of the Central Asians lived in rural
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areas, the gap between rural and urban was often easily breached, through
military service, access to merit-based higher education, or simply through
hospitality provided by urban-dwelling kin.

Although political conditions have sharply limited the kind of polling
that can be done in Central Asia, existing survey data suggest that a signifi-
cant portion of the population in Kyrgyzstan and Kazakhstan favor a rapid
development of democratic institutions. Surveys conducted by the Interna-
tional Foundation of Electoral Studies (IFES) in 2002 showed that substan-
tial portions of the population supported direct election of all legislators (in
Kazakhstan) or further empowerment of parliament (in Kyrgyzstan).*® They
also showed that people in both countries identified the need for a system of
checks and balances, especially the strengthening of the independence of a
judiciary to combat corruption.*® The demonstrations of March 2005 that
resulted in Askar Akayev’s ouster are strong confirmation of the Kyrgyz sur-
vey data. IFES studies from Tajikistan also showed popular support for fur-
ther development of democratic institutions, but unlike in Kazakhstan and
Kyrgyzstan, those conducting the surveys expressed concern that the rural
population lacked an understanding of what this would entail. The same
seems certain to be true in both Uzbekistan and Turkmenistan, which were
not surveyed. But the high education levels and penetration of media in all
five countries suggest that there has been a much greater capacity for work-
ing with the population to create an understanding of democratic institution
building than their leaders have been willing to grant.

Central Asia’s leaders also claim that political liberalization would expose
the country to the risk of mob rule, but here too the leaders are spinning
self-serving myths. There has been very little violence in Central Asia, in
comparison with the Caucasus, Moldova, and parts of Russia. There was
interethnic fighting, involving small groups of minority populations in the
Ferghana region of Uzbekistan and in Novy Uzen (Kazakhstan) in 1989, and
much larger clashes between Uzbeks and Kyrgyz in Osh in 1990. But unlike
in the Caucasus where local clashes turned into regional wars, tempers
cooled down after independence in Ferghana, Novy Uzen, and Osh.

The Tajik civil war in the early 1990s was a very bloody affair, but its
roots were in a contestation for power by competing regional elites, rather
than a democratization movement run amok.>® Even in Uzbekistan, where
the regime has shown signs of fraying, no militant Islamic group has demon-
strated a capacity for mass mobilization, including both the controversial



Martha Brill Olcott | 237

and outlawed Hizb ut-Tahrir, and the IMU, which espoused the achieve-
ment of militant goals through terrorist methods.

The real stumbling block preventing the introduction of democratic polit-
ical institutions in Central Asia is not the background of the population, but
the opposition of significant portions of the ruling elite. Central Asia’s pres-
idents are also critical of reform because the biggest proponents of it come
from competing members of the elite. Given how the ruling elites in all the
countries of the region have managed to enrich themselves since indepen-
dence, it is not too hard to understand their resistance to political reform,
at both the national and the local levels.

The persistence of rent-seeking behavior of local elites (meaning fewer
spoils for federal elites) has created enormous disincentives for govern-
ments in Central Asia to introduce local elections for provincial leaders.
The Kyrgyz and Kazakhs have begun the slow transition to an election of
district leaders, with the election of governors said to follow gradually.®!

Some of Central Asia’s leaders would be returned to office in free and fair
elections, but other powerful political incumbents at the national and
regional levels would be defeated. Public accountability would transform the
nature of political power at all levels of government. It would threaten the
perquisites of office that are linked to current patterns of patronage and
inevitably transform the relationship between politics and economics. A
democratic political reform brings with it great political uncertainties and
creates a political world that is almost antithetical to that of the top-down
style of decision making with which the Soviet-trained political elite is famil-
iar. But in most developed democracies, this unpredictability is mitigated by
the fact that the masses chose from a range of choices brought to them by
the elites, as they decide between empowering representatives of the gov-
erning parties and those of the “loyal” opposition.

The political ferment of the late Gorbachev years created some of the
beginnings of just such a loyal opposition in much of Central Asia, as com-
peting groups within the ruling elite were able to use the political and eco-
nomic debate and the new freedom to use public opinion to advance their
claims to power. A number of rising political pretenders reached out to the
population and at least paid lip service to the cause of democratic institu-
tion building. Many of these came from the nationally respected Soviet
artistic establishment, and all became organizers or active members in the
various “pro-democracy” political groups that were mentioned in chapter
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two.>? But one way or another, the prominent and self-proclaimed pro-
democracy reformers who were part of the ruling elite were pushed out of
the political system.

Instead, throughout the region, the presidents and their cronies have
tried to establish their own top-down party system, to replace the pre-
independence and various postindependence efforts to develop opposition
parties.>> And even officially sponsored political parties can be subject to
vote fraud if they outperform more favored pro-regime groups.

The actions of the leaders in much of Central Asia have in fact rendered
their populations less competent to protect their own interests in democra-
tic societies than they were a decade ago. The deterioration in the state of
secular opposition throughout much of the region underscores the dangers
associated with even relative Western disengagement, because the playing
field in most parts of Central Asia is rather quickly altered. And where they
have been all but eliminated, pro-Western secular forces will find it very dif-
ficult to become dominant political forces.

However, it would be unfair to tar all of Central Asia’s leaders with the
same brush. Although there is a great deal to criticize in the human rights
records of all five regimes, some of these countries allow far less political
autonomy to their citizens than others. In all of these states, members of the
political opposition have had little opportunity to achieve political maturity,
because they are almost always barred from serious engagement in political
decision making. This may make the region’s leaders feel more secure in the
short run, but over time the reluctance of Central Asia’s elites to pursue
political reforms may prove far more destabilizing politically than the sup-
posed immaturity of the populations.

Assumptions of the Aid Givers

The international community has given no priority to influencing the devel-
opment of democratic institutions in Central Asia, either at the time of inde-
pendence or subsequent to the United States launching a war on terror.
The same model of political institution building, the “democracy template”
as Thomas Carothers has called it, was applied throughout post-Soviet
space.>* The focus of U.S. democracy assistance has been on electoral aid
and political party building, constitution drafting, local government devel-
opment, and civil-military relations. European assistance programs, such as
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those run by the German political parties of the European Parliament, have
employed a similar approach, even though from the very beginning West-
ern democracy builders were very pessimistic as to its applicability in the
context of Central Asia.

Many Western observers looking at the current situation in Central Asia
accepted the pessimistic evaluations of the leaders of these countries—that
the populations are ill-prepared for democracy—and therefore decided that
they needed to focus on capacity-building projects with long-range rather
than short-range goals. By the mid-1990s, most scholars and activists
focused on political development had come to believe that without regime
change none of these states would develop into genuine participatory
democracy. They held out hope that the leaders of both Kyrgyzstan and
Kazakhstan might be cajoled into expanding political participation, and
this hope kept many actively working in the region.

The fact that the Kyrgyz were able to organize a popularly supported
protest that led to the largely peaceful ouster of their president is testament
to the success of long-term political capacity building. Kyrgyzstan had the
best organized NGO sector in the region, and they clearly played a role in
raising public expectations as to government accountability, both during
elections and more generally.

Rather than destabilizing the government these organizations helped
channel popular dissatisfaction in a peaceful fashion, and the civic aware-
ness that they helped sponsor went a long way toward the rapidity with
which order was restored both in Osh and in Bishkek after crowds stormed
government buildings.

The challenge for U.S. policy makers is how to treat those governments
that are hostile to the development of independent nongovernmental orga-
nizations. For a certain group of policy makers, those concerned with mon-
itoring the democratic progress of these governments, the leaders in charge
of these states have effectively become the enemy, men whose departure
from political life was viewed as a good thing for their populations. At the
same time, however, other branches of the U.S. government are busy trying to
enlist these same men to grant the United States basing rights and to commit
resources and manpower to fight alongside U.S. troops in the war on terror.

The U.S. foreign assistance strategy has led to much ill will on all sides, with-
out substantially enhancing the capacity of either government or opposition to
govern in a democratic fashion. This was true even before the ouster of Eduard
Shevardnadze in Georgia, and has become an ever growing tension since.
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U.S. NGOs and their local counterparts operating in Central Asia have
grown more and more frustrated since the beginning of the war on terror.
They have been content to continue to receive U.S. funding, but they are
also angry that sufficient resources have not been forthcoming to allow
them to shift the local balance of power in their favor. They have also
objected to what they saw as the hypocrisy of the United States siding with
a tyrant in Uzbekistan as part of its efforts to oust a tyrant in Iraq.

For their part, the United States’ Central Asian partners in the war on ter-
ror strongly resented being listed among the most repressive regimes in the
world. They thought that their support of the United States in the early days
of the war, as well as later, should have meant more respect and greater
material benefit to them. At the beginning of the war, when their expecta-
tions of foreign assistance were larger than proved true, they were willing to
support incremental political changes. But they became upset with the idea
of even a gradual democratic transition, when so much assistance money for
political institution building went to people these rulers understood to be
their enemies.

Central Asia’s leaders find it difficult to accept the commitment to an
ongoing rotation of elites that is a core value in Western-style participatory
democracies. They reached political maturity in the winner-take-all rules of
the Soviet system, and most have moved their political systems even further
in that direction since independence. They fear that losing power would
mean a loss not just of privilege, but of the wealth they had accumulated.
They expected little respect or understanding from the political opposition.
And they found it difficult to understand why the West found the political
opposition preferable to the current regime. Should the opposition take
power, they would behave little differently than the ruling elite, given the
way that their political parties have operated.

Members of Central Asia’s opposition have not always behaved fault-
lessly. Recipients of Western political assistance have sometimes been guilty
of the same kinds of corrupt behavior of the leaders they seek to replace.
Some receive money from businessmen with questionable incomes; others
indulge in nepotism. More common, and even more serious, many of these
groups are very small and sometimes consist of a single individual. Most
have no capacity to become self-sufficient if Western assistance money dried
up.”” Opposition leaders often exhibit the same authoritarian-style person-
alities as the current incumbents and so it is difficult to find common ground
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with other regime critics. In this regard, all eyes will be on Kyrgyzstan as its
new elite emerges.

Certainly, this is not meant to imply that all democracy assistance is
wasted. Many projects become self-sustaining, many neutral figures received
foreign assistance as well, and a host of community-based initiatives exist
that could never have developed without foreign assistance. But democracy
assistance requires the tacit approval of the existing regimes, either because
of the nature of the foreign assistance allocations that funded them, or
because of rules put in place by the Central Asian governments to regulate
elections, the functioning of the media, and the organization of political par-
ties, NGOs, and so on. This creates real incentives for the Central Asian
regimes to form their own informal NGOs and political parties to ensure
that loyalists absorb some of this assistance money as well, and to imitate
democratic forms without actually introducing them.

All are in fact obliged to advance democratic norms as part of their mem-
bership in OSCE norms. Although the OSCE has been rigorous in monitor-
ing elections and in its criticism of civil and human rights abuses in the region,
there are few consequences dealt for poor performance. Instead, their poor
performance is fueling a debate within the OSCE as to whether there should
be a shift in emphasis in Central Asia away from strategies of political insti-
tution building that some member states believe are doomed to fail toward
strategies that bolster state capacity to cope with transnational security threats.

It is easy to be critical of the OSCE for backing away from a challenge,
but in reality there is little that the OSCE could do. Only about 6 percent
of OSCE funding goes to projects in this region, giving its national missions
limited informal powers of persuasion, and the OSCE charter does not
include formal disciplinary mechanisms.>

Many of the same complaints can be made of U.S. assistance in the area
of political institution building. The sums involved are largely designed for
image purposes, and there has generally been little negative consequence for
poor performance on the part of Central Asia’s ruling elite, except that such
sums might be withheld.

There is still a great deal of uncertainty about how to introduce democ-
racy in post-Soviet states. Each success like that of Georgia or Ukraine, and
maybe even Kyrgyzstan, seems to reinforce a particular model—that is, using
parallel vote counts to mobilize a population against electoral irregularities.
Similarly, each setback for democracy, like the passing of power from father
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to son in Azerbaijan or Putin’s restrictions on independent media and the
recentralization of state power, serves to convince Western strategists of the
impossibility of the task in places like the countries of Central Asia.

So in the end, negative and positive developments fail to spur funda-
mental rethinking about how to better influence political institution build-
ing in this region. Over the next several years, freer and fairer elections may
well become commonplace in Kyrgyzstan and Kazakhstan, but in both places
a relatively small ruling elite is likely to decide the parameters of acceptable
political change. In both these countries, the move toward expanding the role
for the political electorate comes more from local initiative than from West-
ern pressure. It depends as much on the support of pro-regime reformers
(many from the younger generation) as it does on pressure exerted from
those active in anti-regime nongovernmental groups. And it is the latter more
than the former who are the beneficiaries of the U.S. and other Western
assistance. Similarly, if Uzbekistan moves more toward opening the political
system in the next decade, something that is far less obvious, it will also be
because of pro-regime reformers, largely those in the 15- to 45-year-old age
cohort, not due to pressure from seeds planted with U.S. assistance.

This does not mean that the United States does not play an important
role. The pro-regime and pro-reform elites in all three countries are eager to
make their nation seem credible to the United States and Western Europe.
They recognize that to do this their countries must, at least, move more self-
consciously to embrace western European political norms. Few among them
would see the transition as rapid, and most do not even believe that it will
be completed in their lifetimes, but many throughout Central Asia do
believe that it is critical for their political systems to open up, including large
numbers of talented people in the ruling elites in Kazakhstan, Kyrgyzstan,
and Uzbekistan. In Kazakhstan and Kyrgyzstan, these people support
expanded parliamentary responsibility and election of local government
officials, as well as greatly expanded freedoms of the press, association, and
assembly. In Uzbekistan and Tajikistan, their goals are more modest and
their timetables more extended.

U.S. foreign assistance, as it is currently constructed, is not terribly effec-
tive in relating to supporters of reform who still hold posts that make them
members of the ruling elite. In part this is the result of the type and relatively
small scale of U.S. assistance, but it is also because pro-reform elements of
the regime are regarded as too tainted for U.S. proponents of democracy
assistance to work with.
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If the United States wants to promote the development of democratic
institutions in Central Asia over the long term, it has to learn to work more
effectively with pro-regime groups and the anti-regime opposition, and with
politically unaffiliated elements as well. The United States is hampered by
how little money it actually spends in the region on democracy-building
activities. Most of the funding in this area—less than $1 per Central Asian
per year—actually goes to pay salaries and other administrative costs of the
U.S. contractors engaged in the democracy-building activity. In absolute
terms, most of the money goes for salaries of U.S. or other Western nation-
als, although the number of locals employed by partner NGOs may far
exceed that of the expatriate employees.

There is a similar bias in spending on public diplomacy, where the empha-
sis is on bringing large numbers of people to the United States for short
stays, rather than a small number for lengthy training or residence. Again this
works to the clear benefit of the U.S. host organizations (as well as motels and
Wal-Marts in distant state capitals and college towns). Even long-term spend-
ing is of greater benefit to the U.S. educational institutions, which receive far
more than tuition for the visiting students (and which often depend on the
funds to keep divisions of their universities in the black) than the cause of
educational reform in the Central Asian countries themselves.

All these may be satisfactory ways to spend U.S. foreign assistance. (It cer-
tainly makes congressmen whose districts benefit more popular.) Yet it does
not maximize the likelihood that U.S. taxpayer funding will serve to stimu-
late the growth of democratic institutions in Central Asia anytime soon.

Educational reform is an area where the United States could have done
a great deal more with the same money, had the allocations been spent
almost entirely in country and on local salaries and expenses. Although each
government would have put some restrictions on the kinds of projects the
foreign assistance money could have funded, in every country but
Turkmenistan the range of acceptable activities would have been extensive.

Similarly, all the states of the region had the capacity to absorb a great
deal more assistance money in projects designed to overhaul the judicial and
criminal justice systems. It would take decades to fully overhaul the Soviet-
era legal system, but a higher level of engagement between officials in Cen-
tral Asia with those from other more progressive post-Soviet states would
expedite the process. The trainers need not come from countries such as
Georgia, Serbia, or Ukraine but could come from any place where they will
not be suspected of having a broader agenda.
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Similarly, pilot programs for working with local governments might also
have been expanded. Unlike the situation in much of the developing world,
local governments in Central Asia were largely staffed by trained profes-
sionals, but these people were woefully in need of retraining, and pilot proj-
ects can only go so far if the recipient governments lack the funds to expand
them.

Simply perpetuating previous strategies of designing and delivering
democracy assistance is likely to have few positive outcomes. The leaders of
these countries are more suspicious of U.S. motives today than they were at
any time in the recent past. All feel that they have played their part in the
war on terror and that in the end they themselves are at risk of becoming
candidates for regime change. U.S. policy makers are equally frustrated,
because they feel that the leaders of these countries have become embar-
rassing allies, and they are reluctant to throw “good money after bad” to do
anything more than to create slow incremental changes.

For their part Central Asia’s leaders feel confident in their ability to man-
age foreign pressure to shape their domestic politics, whether it comes from
Beijing, Moscow, or from Washington. They might be right, because the
Central Asian foreign policy priorities of Russia, China, and the United
States lie elsewhere. International indifference, however, is not synonymous
with indefinite local acquiescence.

From the U.S. point of view, the priority remains maximizing the role that
each of these states could play in the war on terror. To this end, the United
States downplayed other goals. The United States remains committed to the
cause of economic and political reform in the region, and U.S. policy mak-
ers believe that in its absence the long-term stability of the region will be
undermined. But in their unwillingness to approach problems in this region
in a new way, or even to place priority in responding to them with the exist-
ing economic and political paradigms, U.S. policy makers may find them-
selves at war on terror in these states as well.
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Appendix 1. Basic Information by Country

Kazakhstan

Official Name Republic of Kazakhstan (Qazaqgstan Respublikasy)

Derivation Kazakh is a Turkic word meaning ‘someone independent and free." The name was
later used by Russian people, eventually known as the Cossacks.

Capital City Astana (pop. 288,000)

Land Area 2,717,300 sg km (1,049,150 sq miles)—about four times the size of Texas—making
it the 9th largest nation in the world

Borders Russia (6,846 km)

Natural Resources
Population

Pop. Growth Rate
Ethnic Groups

Religion

Executive Branch
Legislative Branch
Judicial Branch
National Currency
GDP*

GDP per Capita*
GDP Composition

by Sector

Exports

Imports

Miscellaneous

Uzbekistan (2,203 km)
China (1,533 km)

Kyrgyzstan (1,051 km)
Turkmenistan (379 km)

Petroleum, natural gas, coal, iron ore
15.2 million (2005 estimate)
0.26%

Kazakh 53 %, Russian 30%, Ukrainian 4 %, Uzbek 3 %, German 2.4 %,
Uighur 1.4 %, other 7 %

Muslim 47%, Russian Orthodox 44%, Protestant 2%, other 7%

Chief of State: President Nursultan Nazarbayev—7-year terms
Next Elections: 2006

Bicameral Parliament
Senate (39 seats, 6-year terms)
Majilis (77 seats)

Supreme Gourt (44 members); Constitutional Council (7 members)
Tenge (KZT)

$118.4 billion

$7.800

Agriculture: 7.4%
Industry: 37.8%
Services: 54.8%

In 2003, exports totaled $13.2 billion. The main exports were oil, natural gas, coal,
wood products, metals, chemicals, grain, wool, and meat. Top customers were
Russia, Ukraine, Uzbekistan, the Netherlands, and China.

Kazakhstan's imports in 2001 were $9.1 billion. The main imports were coal and
electricity. The largest imports were from Russia, Germany, and China.

Kazakhstan is believed to possess about 1% of the world's total natural gas and
petroleum reserves. In the post-Soviet era, Kazakhstan has received about 80% of
foreign investment in Central Asia.

*(2004 estimate, purchasing power parity)
Sources: CIA World Factbook, Library of Congress Country Profiles.
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Kyrgyzstan

Official Name Kyrgyz Republic (Kyrgyz Respublikasy)

Derivation In the old Turkic language, kyrg means "40" and yz means "tribes,” so the word itself
means "40 tribes.” The Kyrgyz originated in Mongolia.

Capital City Bishkek (pop. 824,000)

Land Area 191,300 sq km (76,640 sq miles)—slightly smaller than South Dakota

Borders Uzbekistan (1,099 km)

Natural Resources

Population
Pop. Growth Rate
Ethnic Groups

Religion
Executive Branch

Legislative Branch

Judicial Branch

National Currency
GDP*

GDP per Capita*
GDP Composition

by Sector
Exports

imports

Miscellaneous

Kazakhstan (1,051 km)
Tajikistan (870 km)
China (858 km)

Abundant hydropower; significant deposits of gold and rare earth metals; locally
exploitable coal, oil, and natural gas.

5.2 million (2005 estimate)
1.25%

Kyrgyz 67%, Uzbek 14%, Russian 11%, Dungan (ethnic Chinese Muslim) 1%,
Tatar 1%, Uighur 1%, other 6% (2003 U.S. State Dept. estimate)

Sunni Muslim (75%), Russian Orthodox (20%), other (5%)

Chief of State: Kurmanbek Bakiyev (interim)—S5-year terms
Next Elections: July 2005

Bicameral Supreme Council, or Zhogorku Kenesh
Assembly of People's Representatives (70 seats; 5-year terms)
Legislative Assembly (35 seats; 5-year terms);
NOTE: After a 2003 referendum, Parliament is slated to become
unicameral with 75 deputies after the 2005 elections.

Supreme Court (judges appointed for 10-year terms); Constitutional Court; Higher
Court of Arbitration

Som (KGS)
$8.495 billion
$1,700

Agriculture 28.5 %
Industry 22.8 %
Services 38.7 %.

2003 estimated value: $581 million. The main exports were cotton, wool, meat, and
electricity. Principal customers are Kazakhstan, Russia, China, the United States,
Uzbekistan, and Germany.

2003 estimated value: $717 million. The main imports were fossil fuels, machinery,
chemicals, textiles, and food products. The imports are predominantly from Russia,
Uzbekistan, Kazakhstan, Germany, and China.

Kyrgyzstan has the world's largest natural growth walnut forest.

*(2004 estimate, purchasing power parity)
Sources: CIA World Factbook, Library of Congress Country Profiles.
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Tajikistan

Official Name Republic of Tajikistan (Jumhurii Tojikiston)

Derivation In Persian, taj means "crown” and ik means "head," so tajik means "a person wearing
a crown on his head." Tajiks were originally Persians.

Capital City Dushanbe (590,000)

Land Area 143,100 sq km (55,251 sq miles)—slightly smaller than Wisconsin

Borders Afghanistan (1,206 km)

Natural Resources

Population

Pop. Growth Rate
Ethnic Groups
Religion

Executive Branch
Legislative Branch
Judicial Branch
National Currency
GDP*

GDP per Capita*
GDP Composition

by Sector

Exports

Imports

Miscellaneous

Uzbekistan (1,161 km)
Kyrgyzstan (870 km)
China (414 km)

Hydropower, some petroleum, uranium, mercury, brown coal, lead, zinc, antimony,
tungsten, silver, gold

7.2 million (2005 estimate)

2%

Tajik 65%, Uzbek 25%, Russian 4%

Sunni Muslim 85%, Shiite Muslim 5%, other 20%

Chief of State: President Imamali Rakhmonov. 7-year terms.
Next Elections: 2006

Bicameral Supreme Assembly or Majlisi Oli
Majlisi Namoyandagon with 63 seats; 5-year terms.
Maijlisi Milliy with 33 seats, indirectly elected, 5-year terms.

Supreme Court (judges appointed by the president)
Somoni (TJS)

$7.95 billion

$1,100

Agriculture 23.7 %
Industry 24.3%
Services 52%

In 2003, exports were worth $750 million. Main exports were aluminum (account-
ing for over half of export value}, electricity, cotton, fruits, vegetable oil, and tex-
tiles. Most went to the Netherlands, Turkey, Latvia, Switzerland, Uzbekistan, Russia,
and Iran.

In 2003, imports were worth $890 million. The main imports were electricity, fossil
fuels, alumina (for processing), grain, and flour. Most came from Russia,
Uzbekistan, Kazakhstan, Azerbaijan, Ukraine, and Romania.

About 15-20% of the working population is estimated to be in Russia.
In 2003, the average wage of a public-sector employee was $10/month, well below
the poverty line.

* (2004 estimate, purchasing power parity)
Sources: CIA World Factbook, Library of Congress Country Profiles.
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Turkmenistan

Official Name Republic of Turkmenistan

Derivation In the Turkic language, turk refers to the ancient Turks of Asia. The word men
means “I” or “me.” Turkmen then means “I am a Turk.” The Turkmen, originally
known as the Oghuz, came from what we now call Mongolia.

Capital City Ashgabat (727,000)

Land Area 488,100 sq km (188,455 sq miles) - slightly larger than California

Borders Uzbekistan (1,621 km)

Natural Resources
Population

Pop. Growth Rate
Ethnic Groups
Religion
Executive Branch

Legislative Branch

Judicial Branch

National Currency

GDP*

GDP per Capita*

GDP Composition
by Sector

Exports

Imports

Miscellaneous

Iran (992 km)
Afghanistan (744 km)
Kazakhstan (379 km)

Petroleum, natural gas, coal, sulfur, sait

4.95 million (2005 estimate)

1.81%

Turkmen 85%, Uzbek 5%, Russian 4%

Sunni Muslim (89%), Eastern Orthodox (9%), unknown (2%)

Chief of State: President Saparmurat Niyazov, whose term was extended indefinitely
in 1999

There are two separate parliamentary bodies:
The People’s Council or Halk Maslahaty, with up to 2,500 delegates
The Maijilis (50 seats; 5-year terms)

Supreme Court (judges appointed by the president)
Manat (TMM)

$27 .6 billion

$5,700

Agricuiture 28.5%
Industry 42.7%
Services 28.8%

In 2003 exports totaled $3.6 billion. Main exports were gas, crude oil, petrochemi-
cals, cotton fiber, textiles. Top buyers are Ukraine, Italy, Iran, Azerbaijan, Turkey.

Estimated value 2003: $2.5 billion. Main imports were machinery and transport
equipment, chemicals, food. Top suppliers are Germany, Ukraine, UAE, Russia, and
Turkey.

The Kara-Kum desert occupies over 80% of the nation’s territory. Foreign firms
have been active in the construction industry, with French, Turkish, and Ukrainian
firms helping build government buildings and infrastructure projects. French and
German firms have been involved in upgrading the national telecommunications
system.

*(2004 estimate, purchasing power parity)
Sources: CIA World Factbook, Library of Congress Country Profiles.
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Uzbekistan

Official Name Republic of Uzbekistan (Ozbekiston Respublikasi)

Derivation Uzbek is considered to come from two turkish words: uz, which means “genuine,”
and bek, which means “genuine man.” The Uzbeks are a mixture of nomadic Turkic
tribes and ancient Iranian peoples.

Capital City Tashkent (2.15 million)

Land Area 447,400 sq km (172,741 sq. miles)—slightly larger than California

Borders Kazakhstan (2,203 km)

Natural Resources

Population
Pop. Growth Rate
Ethnic Groups

Religion

Executive Branch

Legislative Branch

Judicial Branch
National Currency
GDP*

GDP per Capita*
GDP Composition

by Sector
Exports

Imports

Miscellaneous

Turkmenistan (1,621 km)
Tajikistan (1,161 km)
Kyrgyzstan (1,099 km)
Afghanistan (137 km)

Natural gas, petroleum, coal, gold, uranium, silver, copper, lead and zinc, tungsten,
molybdenum

26.9 million (2005 estimate)
1.67%

Uzbek 80%, Russian 5.5%, Tajik 5%, Kazakh 3%, Karakalpak 2.5%, Tatar 1.5%,
other 2.5% (1996 est.)

Muslim 88% (mostly Sunnis), Eastern Orthodox 9%, other 3%

Chief of State: President Islam Karimov
Seven-year terms
Next Elections: December 2007

Unicameral Supreme Assembly or Oliy Majlis: 250 seats;
elected by popular vote to 5-year terms.

Supreme Court
Som (UZS)
$47.59 billion
$1,800

Agriculture 28%
Industry 26.3%
Services 35.7%

In 2003 exports totaled $2.8 billion. Main exports are cotton, gold, natural gas, and
fertilizers. Main customers are Russia, Ukraine, Italy, South Korea, and Tajikistan.

In 2003, imports totaled $2.3 biflion. The main imports were machinery, chemicals
and plastics, foods and metals. Main source countries are Russia, South Korea,
Germany, the United States, Turkey, and Kazakhstan.

Along with Lichtenstein, one of two doubly-landlocked countries in the world,
meaning they are completely surrounded by other landlocked countries. Minimum
wage is $6.40/month.

*(2004 estimate, purchasing power parity)

Sources: CIA World Factbook, Library of Congress Country Profiles.
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Appendix 2. Key Economic Indicators

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan

Gross domestic product 1184 8.495 7.95 27.6 47.59
$ Billions

GDP per capita 7,800 1,700 1,100 5,700 1,800

GDP real growth rate 9.1% 6% 10.5% 7.5%? 4.4%
(2004 estimate)

Private sector share of GDP 60 60 45 25 45

Percent living in urban areas 56 34 25 45 37

Percent living on less than $2 aday 8.5 27.2 50.8 44 775
(Based on expenditures)

Arable land (% of total) 8 7.3 6.6 37 10.8

Permanent cropland 0.1 0.3 09 0.1 0.8

Irrigated land 10.8 74.2 68.3 100.1 88.6

(as % of cropland, 1999-2001)
Food production index

2000-2002 73.5 132.5 60.5 131.6 122.3
(if 1989-91=100)
Labor force (millions) 7.95 27 3.19 2.32 14.64
Gini Index 315 29 34.7 40.8 447

(the higher the number,
the greater the inequality)

Unemployment Rate (2004) 8 18 40 60 200
Foreign exchange and $1435  $498.7  $1453 $3.034 $1.6
gold reserves (2004) billion million million billion billion
External debt (2004) $26.03 $1.97 $888 $241085  $1.35
billion bitlion million billion billion

Sources: European Bank for Reconstruction and Development, Transition Report 2004, Inter-
national Monetary Fund, /nternational Financial Statistics 2004, World Bank, World Development
Indicators, 2004; and Central Intelligence Agency, CIA World Factbook, updated April 2005.

a. This is an IMF estimate. Official government statistics show 21.4 percent growth, but these
are notoriously unreliable (2004 estimate).

b. This represents underemployment. Officially, Uzbek unemployment is 0.6 percent.
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Appendix 3. Key Social Indicators

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan

Population (million) 15.1 5 6.3 48 253

Population density 6 26 45 10 62
(people per sg. km.)

Average annual population 0 1.5 2.1 2.3 2.1
growth rate since 1980

Net migration (per 1,000 people) -3.4 -2.5 -2.9 -0.9 -1.7

Crude birth rate (per 1,000 people) 15 20 23 22 20

Crude death rate (per 1,000 people) 12 7 7 8 6

Fertility rate (births per woman) 1.8 24 2.9 2.7 23

Infant mortality rate 7.6 5.2 9 7 5.5

Male survival to age 65 47 56 62 57 63
(% of cohort)

Female survival to age 65 7 75 75 72 77
(% of cohort)

Age structure
0-14 24 32 39 36 34
15-64 68 62 56 60 61
65+ 8 6 5 4 5

Median age 28 23 20 21 22

Male life expectancy 60.7 64.2 61.7 58 60.8

Female life expectancy .7 724 67.6 65 67.7

Literacy rate 98.4 97 99.4 98 99.3

People living with HIV/AIDS 16,500 3,900 <200 <200 11,000
(2003)

Sources: World Bank, World Development Indicators 2004. Also, CIA World Factbook, updated

April 2005.

Note: Most data are for 2002.
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Appendix 4. Multilateral Assistance

Table A4-1. Total Assistance, 1994-2004
(in millions of U.S. dollars)

World Bank IMF ADB USAID
Kazakhstan 1,248.8 0.4 822.0 448.3
Kyrgyzstan 443.6 206.7 168.0 3181
Tajikistan 193.3 1341 2729 226.3
Turkmenistan 321 — — 65.7
Uzbekistan 301.8 165.2 971.6 310.0

Sources: World Bank website, www.worldbank.org; International Monetary Fund website,
www.imf.org, Asian Development Bank website, www.adb.org, U.S. Agency for International
Development website, www.usaid.gov.

Table A4-2. Average Muitilateral Aid per Capita, 1994-2004
(in U.S. dollars)

World Bank IMF ADB USAID
Kazakhstan 86.72 0.03 57.08 3113
Kyrgyzstan 92.42 43.06 35.00 66.27
Tajikistan 29.74 20.63 41.98 34.82
Turkmenistan 5.35 — — 10.95
Uzbekistan 11.61 6.35 37.37 11.92

Source: European Bank for Reconstruction and Development, Transition Report 2004
(London: November 2004). Based on 2004 population estimates.



Appendix 5. U.S. Government Assistance Before and After 9/11

Table A5-1. U.S. Government Aid Allocations, FY1995-FY2005
(in millions of U.S. dollars)

FY2003 FY2004 FY2005

Country FY1995 FY1996 FY1997 FY1998 FY1999  FY2000 FY2001 FY2002 (budgeted) (estimate) (request)
Kazakhstan 47.2 33.0 354 40.3 50.5 448 71.5 81.6 100.4 41.6 40.2
Kyrgyzstan 22.7 19.0 20.8 24.3 32.0 301 40.6 49.0 o4.7 43.2 39.5
Tajikistan 9.2 4.0 5.0 12.0 13.1 9.9 56.4 85.3 49.4 325 36.4
Turkmenistan 5.4 4.0 5.0 9.3 11.3 6.2 12.2 16.4 11.0 8.6 9.3
Uzbekistan 11.8 19.0 216 20.5 27.3 20.0 55.9 161.8 83.5 48.4 93.2

Source: Congressional Research Service.
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Figure A5-1. Average of U.S. Government Aid Allocations before and after 9/11

(in millions of U.S. dollars)
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Source: Congressional Research Service.
Note: Average before 9/11 is FY 1995-2001; average after 9/11 is FY 2002-2005.

Table A5-2. USAID Assistance, 1992-2005
(in millions of U.S. dollars)

Combined Total

Total Total Total Total Total FY2005

FY1992-2000 FY2001 FY2002 FY2003 FY2004 Request
Kazakhstan 273.0 48.8 49.7 434 33.3 28.0
Kyrgyzstan 141.5 32.6 71.2 36.9 359 33.0
Tajikistan 47.2 29.4 82.2 359 31.7 35.0
Turkmenistan 33.9 6.1 121 7.8 58 6.0
Uzbekistan 83.9 26.0 124.9 394 8 36.0

Source: Eurasia Program Summary, available at www.usaid.gov.
Note: The higher 2002 figures reflect one-off supplemental disbursement of additional Freedom
Support Act funds for each country.
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Figure A5-2. Average of USAID Assistance before and after 9/11

(in millions of U.S. dollars)
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Source: Eurasia Program Summary, available at www.usaid.gov.
Note: Average before 9/11 is FY 1992-2001; average after 9/11 is FY 2002-2005.

Table A5-3. Breakdown of Recent U.S. Assistance to Central Asia, FY2003
(in millions of U.S. dollars)

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan

Democratic Reform 18.9 14.3 7.6 5.2 16.0
Economic and Social Reform  27.8 19.9 14.3 2.5 18.5
Security and Law Enforcement 54.4 114 1.6 1.2 32.2
Humanitarian Aid 1.0 5.3 21.4 0.5 13.1
Cross-Sectoral Initiatives 4.7 39 4.5 2.2 44
TOTAL 103.2 54.8 494 1.5 84.2

Table A5-4. Breakdown of Recent U.S. Assistance to Central Asia, FY2004
(in millions of U.S. dollars)

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan

Democratic Reform 10.6 12.2 10.2 42 15.7
Economic and Social Reform  21.5 21.8 12.6 45 21.2
Security and Law Enforcement 39.4 11.6 6.9 1.1 10.7
Humanitarian Aid 0.3 4 20.5 0.2 2
Cross-Sectoral Initiatives 2.4 1.2 0.5 0.4 1

TOTAL 74.2 50.8 50.7 10.4 50.6
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Table A5-5. Types of U.S. Military Assistance

Category Types of Assistance Description
Sales Foreign Military Sales Sales from U.S. government to foreign
governments
Direct Commercial Sales  Sales from U.S. companies to foreign
governments
Financing Foreign Military Financing Congressionally appropriated grants and

loans given to foreign governments to help
finance sales (above)

Equipment Grants Excess Defense Articles  Older surplus equipment that the Pentagon
gives away at little or no cost

Drawdowns Grants of current (often nonlethal) defense
stock given by the U.S. government in
emergency situations

Training International Military U.S. training of foreign military personnel

Education and Training

Table A5-6. Military Aid to Central Asia, FY 2002-FY 2004
(in millions of U.S. dollars)

Training Financing
Kazakhstan 29 10.7
Kyrgyzstan 29 209
Tajikistan 1.0 44
Turkmenistan 1.1 14
Uzbekistan 3.7 548
TOTAL 11.6 92.2

Source: U.S. Department of State, January 2004.
Note: These data reflect defense assistance in publicly disclosed categories.
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Table A5-7. Central Asian Security Program Spending, FY1992-FY2001
(in millions of U.S. dollars)

Freedom Support Act
Dept. Program and Other Funds
Defense Comprehensive Threat Reduction 180.1
Energy Arms Control Support 33.1
Energy Materials Protection, Control and Accounting 32.0
State Warsaw Initiative 29.0
State Science Centers 18.2
State Export Control and Border Security 15.4
State International Military Exchanges and Training 9.8
NSF Civilian R&D Foundation 6.6
State Anti-Terrorism Assistance 9.6
USDA Collaborative Research Program 4.6
Energy Initiatives for Proliferation Prevention 4.3
Energy Nuclear Export Control Program 3.6
Defense Counterproliferation (w/ FBI) 3.2
State Nonproliferation and Disarmament Fund 3.0
State NADR Counterproliferation 3.0
Health Health and Human Services 2.4
Defense Customs Border Security and Counterproliferation 2.3
Total Security Programs 356.1

Source: Congressional Research Service.

Table A5-8. U.S. Assistance to Central Asia, as Share of Total Foreign
Operations Appropriations
(Discretionary funds, in millions of U.S. dollars)

FY2003 FY2004 Estimate FY2005 Request
Total Foreign Operations 23,677 38,003 21,331
Total Aid to Central Asia 307 209 179
Percent of Total 1.30 0.55 0.84

Source: Congressional Research Service.



Appendix 6. Freedom Support Act Funding 1992-2003

Table A6-1. Selected FSA Expenditures, FY1992-FY2000
(in millions of U.S. dollars)

Total Average

Kazakhstan  Kyrgyzstan Tajikistan Turkmenistan Uzbekistan 1992-2000 per Year
USAID 272.98 141.46 9.09 18.82 45.83 488.18 54.24
Economic Reform 52.63 34.83 1.96 5.16 20.5 115.08 12.79
Private-Sector Initiatives 77.74 43.75 0.23 0.10 6.20 128.02 14.22
Democratic Reform 28.64 14.81 4.89 274 7.82 58.90 6.54
State Dept. 34.03 18.11 6.14 7.14 17.25 82.67 9.19
Humanitarian Asstce. (via State) 183.79 132.86 43.77 43.83 123.26 527.51 58.61
Commerce Dept. 3.15 0.72 0.44 0.47 1.69 6.47 0.72
NSF - Civilian R&D 0.30 0.29 — —_ 0.69 1.28 0.14
Trade & Devp. Agency 6.34 0.18 — 414 3.81 14.47 1.61
Peace Corps 6.82 4.39 — 435 4.60 20.16 2.24
Agriculture Dept. 1.54 1.05 0.55 0.65 1.02 481 0.53
Treasury Dept. 2.04 1.14 0.11 — — 3.29 0.37
Justice Dept. 0.20 — — — 0.46 0.66 0.07
TOTAL 51119 300.2 60.1 79.4 198.61 1,149.50 127.72

Note: This is only a representative snapshot of funding trends. It does not reflect every category of budget spending.

662 | Saxipuaddy



Table A6-2. Selected FSA Expenditures, FY2001
(in millions of U.S. dollars)

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan Total FY2001
USAID 10.86 6.49 9.56 4.59 7.26 38.76
Economic Reform 424 2.68 — 0.02 0.37 7.31
Private-Sector Initiatives 8.41 8.20 1.24 0.52 0.93 19.30
Democratic Reform 5.82 5.64 2.02 0.06 3.04 16.58
State Dept. 2.39 037 0.15 2.25 1.83 6.99
Humanitarian Asstce. (via State) 20.77 9.96 6.85 3.93 26.71 68.22
NSF - Civilian R&D 0.10 0.18 — 0.02 0.32 0.62
Commerce Dept. 0.47 0.09 0.10 0.03 0.22 0.91
Agriculture Dept. 1.64 0.04 0.01 0.03 0.08 1.80
Treasury Dept. 0.01 0.13 — — — 0.14
Justice Dept. — — — — 0.21 0.21
TOTAL 36.24 17.26 16.67 10.85 36.63 117.65

Note: This is only a representative snapshot of funding trends. It does not reflect every category of budget spending.
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Table A6-3. Selected FSA Expenditures, FY2002

(in miltions of U.S. dollars)

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan Total FY2002
USAID 18.11 10.8 7.09 1.45 11.13 48.58
Economic Reform 8.10 — — — — 8.10
Private-Sector Initiatives 1.77 21.79 2.09 0.75 9.03 4543
Democratic Reform 6.35 513 297 6.71 2.05 23.21
State Dept. 2.73 0.56 0.18 0.50 2.55 6.52
NSF - Civilian R&D 0.64 0.11 0.03 — 0.77 1.55
Commerce Dept. 0.54 0.13 0.16 0.03 0.32 1.18
Agriculture Dept. 1.46 0.14 0.10 0.09 0.28 2.07
Treasury Dept. — 0.80 — —_ 0.01 0.81
Justice Dept. — — — —_ 0.02 0.02
TOTAL 23.48 12.54 7.56 2.07 15.08 60.73
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Table A6-4. Selected FSA Expenditures, FY2003

(in millions of U.S. dollars)

Kazakhstan Kyrgyzstan Tajikistan Turkmenistan Uzbekistan Total FY2003
USAID 31.82 32.67 23.51 439 39.66 132.05
Economic Reform 1.49 1.13 — — — 2.62
Private-Sector Initiatives 13.74 15.24 6.51 1.23 6.05 42.77
Democratic Reform 5.08 5.96 3.55 0.83 5.01 20.43
State Dept. 5.55 7.85 8.44 3.06 9.32 34.22
NSF - Civilian R&D 0.17 0.1 0.01 — 0.56 0.85
Commerce Dept. 0.59 0.12 0.04 0.04 0.2 0.99
Agriculture Dept. 1.19 0.28 0.07 0.09 0.42 2.05
Treasury Dept. 2.80 2.37 0.25 — 1.10 6.52
TOTAL 4212 43.40 32.32 7.58 51.26 176.68

Note: This is only a representative snapshot of funding trends. It does not reflect every category of budget spending.
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Table A6-5. Average Annual State Department and USAID Aid Before
and After 9/11

Average 1992-2001 Average 2002-2003
USAID 527 90.3
Economic Reform 12.2 54
Private-Sector Initiatives 14.7 44 1
Democratic Reform 75 918
State Dept. 9.0 20.4

Notes:

Budget categories vary from year to year.

The only available FY2004 numbers can be found in Table A5-4

As this book went to press, FY 2005 numbers were not yet available. They are expected in July
2005.

Sources: www.state.gov and www.usaid.gov.
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Appendix 8. Major Joint Venture Projects
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Kazakhstan
Project Partners Key information
Tengiz oil field TengizChevroil (TCO) * Launched in 1993 as a joint Kazakh-U.S.

50% ChevronTexaco (US)
25% Kazakhoil

25% ExxonMobil (US)
5% LUKoil (Russia)

40-year venture

Estimated cost: $20 billion

Main fields: Tengiz and Korolev—
6-9 billion barrels of reserves

Kashagan offshore
oil field

Agip KCO

(formerly known as OKIQC)

18.52% ENI (Italy)

18.52% BxxonMobil (US)

18.52% Royal Dutch/Shell (UK-
Netherlands)

18.52% TotalFinakElf (France)

9.26% ConocoPhillips (US)

8.33% Inpex (Japan)

Kashagan is thought to hold between 9 and
13 billion barrels of recoverable reserves,
making it roughly the world's 5th largest.
Assuming proven crude oil reserves in the
neighborhood of 8 billion barrels, the
Kashagan fieid alone would hold roughly
the same amount of oil as Brazil, South
America's second largest oil producer.

ENI (formerly Agip) operates the site.

8.33% KazMunayGaz » First oil was due in 2005; now that has
been pushed back to 2007 or 2008 due to
disagreements between the Kazakh gov-
ernment and the foreign operators.

« The initial development phase at Kashagan
may cost the consortium $9 billion, mak-
ing it the largest undertaking in the world's
oil business today.

« The field is projected to pump 3 million
barrels per day by 2015.

« Eni, Conoco, inpex, and Total also own
stakes in the Baku-Tbilisi-Ceyhan pipeline
project.

Karachaganak oil Karachaganak (KI0) » Launched November 1997
and gas field 32.5% British Gas « QOil reserves: 2 billion barrels

32.5% ENI » Gas reserves: 28 trillion cubic feet

20% ChevronTexaco

15% LUKoil

Pipeline from Tengiz  Caspian Pipeline Consortium (CPC) < Launched in 1999
to Novorossiisk 24% Russia « Estimated cost of first phase: $2.6 billion

19% Kazakhstan ¢ Project includes a 1510-km pipeline that

15% Chevron-Texaco became operational in 2001.

12.5 % LUKArco « At peak, 1.2 million barrels per day will be

7.5% ExxonMobil pumped from Tengiz to Novorossiisk on

7% Oman

the Black Sea.
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Kyrgyzstan

Project

Partners

Key Information

Kumtor gold mine

Centerra Gold Inc.

54% Cameco (Canada)

16% Kyrgyz government

* Remainder is traded on the open
market; Centerra listed on the
Toronto stock exchange in June
2004.

* Kyrgyz government reduced its stake from
27% 10 16% by selling 7.5 million shares
of stock, reaping $116 million.

* Mine located southeast of Bishkek in the
Tien Shan mountains, 60 km from Chinese
border.

* Estimated deposits of about 700 metric
tons.

* |mage tainted by incident in May 1998,
when a truck accident caused an estimated
2 tons of cyanide to spill into the Barskoon
River, hospitalizing some 1,000 iocal
people.

* Kumtor revenues constituted 7% of GDP
in 2003, but is expected to close by 2010.

Tajikistan

Project Partners Key information

Sangtuda RAOQ-UES (Russia), Iran, Tajik  Under protocol signed January 2005,
hydropower station  government Russia and Tajikistan will build the Sang-

tuda-1 facility and iran and Tajikistan will
build Sangtuda-2.

* Construction of Sangtuda was launched in
1989 but interrupted by civil war in 1992.

* Projected cost to complete: $500 million
over four years.

* Located on the Vaksh River 125 miles
south of Dushanbe.

* Project will allow Tajikistan to fully meet its
own electricity needs and sell to neighbors
Afghanistan and Pakistan.

Rugun hydropower
station

Russian Aluminum

* RusAl agreed in October 2004 to inves!
$560 million of the total $600 million
needed to construct the Rugun facility,
which will provide cost-effective power for
RusAl's planned aluminum processing
plants throughout the country.

» Tajik Economy Minister Halim Soliev told
Russian newspaper Vedomosti at the time
that RusAl’s total investment in Tajikistan
over the next seven years will total $1.6
biltion.
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Turkmenistan
Project Partners Key Information
Cheleken Dragon Oil (Ireland-UAE) * Proven reserves: 600 million barrels
* 2004 production: 10,000 barrels per day
* 25-year production sharing agreement with
Turkmen government from 1993 covers
two offshore deposits: Jeikhun and
Jigalybek
Nebit Dag Burren Energy (UK) * Proven reserves: 100 million barrels
* 2004 production: 10,000 barrels per day
Uzbekistan
Project Partners Key Information
Central Ustyurt & UzPEC Ltd. * Projected by 2006: 2,600 barrels per day

Southwest Gissar
oil and gas fields

Subsidiary of Trinity Energy (UK)

of oil and 71 billion cubic feet (2 billion
cubic meters) of gas.

« Projected direct investment: $400 million.

* |n 2001, Trinity signed a 40-year produc-
tion sharing agreement with national hold-
ing company Uzbekneftegaz—the
country's first PSA—for the oil and gas
deposits at Usyurt and Gissar (also called
Pamiro-Alai).

Muruntau goldmine

Zarafshan-Newmont JV

50 % Newmont Mining (U.S.)

50 % Uzbekistan—Navoi Mining
(private) and Goskomgeologia
(state)

Estimated cost of JV: $250 million

» Muruntau, meaning “hilly place,” and the
nearby town of Zarafshan are located 250
miles west of Tashkent in the Kyzylkum
desert.

The open-pit mine has been in operation
since 1969.

= JV produced its first gold in 1995, sched-
uled to operate through 2011.
Colorodo-based Newmont estimates that
the JV has pumped $500 million into the
Uzbek economy (www.newmont.com).

Sources: U.S. Department of Energy, news agencies, company websites, BISNIS (Business Information Service for
the Newly Independent States, www.bisnis.doc.gov).
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Appendix 9. Energy Production

Gas Production
(in millions of cubic meters)

1990 1996 2003
Kazakhstan 7,100 6,500 7,200
Turkmenistan 87,800 35,400 53,400
Uzbekistan 41,000 49,000 58,000
0il Production
(in thousands of metric tons)

1990 1996 2003
Kazakhstan 21,700 21,100 44,500
Turkmenistan 5,000 4,400 8,400
Uzbekistan 1,300 3,000 7,100
Electricity Production
(in million kilowatt hours)

1990 1996 2003
Kazakhstan 87,400 59,000 63,700
Kyrgyzstan 13,370 13,800 14,000
Tajikistan 18,200 15,000 15,200
Turkmenistan 14.6 10.1 10.8
Uzbekistan 56,300 45,400 49,400
Coal Production
(in thousands of metric tons)

1990 1996 2003
Kazakhstan 128,000 76,800 84,700
Kyrgyzstan na 410 41
Uzbekistan 6,500 2,840 1,910

Source: Asian Development Bank, www.adb.org.
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Appendix 10. Freedom House Democracy Indicators

Kazakhstan

1997 1998 1999 2001 2002 2003 2004
Electoral Process 550 550 600 625 625 650 650
Civil Society 525 5.00 500 500 550 550 550
Independent Media 525 550 550 600 600 625 650
Governance 5.50 5.50 500 500 575 625 625

Constitutional, Legislative, 5.00 5.25 550 575 600 625 6.25
and Judicial Framework

Corruption n/a n/a 600 625 6.25 625 6.50
Kyrgyzstan

1997 1998 1999 2001 2002 2003 2004
Electoral Process 5.00 5.00 500 575 575 6.00 6.00
Civil Society 450 450 450 450 450 450 450
Independent Media 5.00 5.00 500 500 575 600 6.00
Governance 425 4.50 500 525 550 6.00 6.00

Constitutional, Legislative, 4.50 450 500 525 525 525 550
and Judicial Framework

Corruption n/a n/a 600 6.00 6.00 600 6.00
Tajikistan

1997 1998 1999 2001 2002 2003 2004
Electoral Process 6.00 575 550 525 525 525 575
Civil Society 550 525 525 500 500 500 5.00
Independent Media 625 600 575 550 675 575 575
Governance 700 675 625 600 6.00 600 5.75

Constitutional, Legislative, 6.25 6.00 575 575 575 575 575
and Judicial Framework
Corruption n/a n/a 6.00 600 600 600 6.25

Turkmenistan

1997 1998 1999 2001 2002 2003 2004

Electoral Process 7.00 7.00 700 700 700 700 7.00
Civil Society 7.00 7.00 700 700 700 7.00 7.00
Independent Media 7.00 7.00 700 700 700 700 7.00
Governance 6.75 6.75 675 6.75 675 675 7.00

Constitutional, Legislative, 6.75 6.75 675 7.00 700 700 7.00

and Judicial Framework
Corruption n/a nfa 600 625 625 625 625
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Uzbekistan

1997 1998 1999 2001 2002 2003 2004
Electoral Process 6.25 6.50 650 675 6.75 6.75 6.75
Civil Society 6.50 6.50 650 650 6.75 650 650
Independent Media 6.50 6.50 650 6.75 6.75 675 6.75
Governance 6.00 6.25 6.25 600 600 625 625

Constitutional, Legislative, 6.50 6.50 650 650 650 650 650
and Judicial Framework
Corruption n/a na 6.00 600 600 6.00 6.00

Note: Democratic progress ratings are based on a scale of 1 to 7, with 1 representing the high-
est and 7 the lowest.

Source: Alexander Motyl and Amanda Schetzer, Nations in Transit, 2004: Democratization in
East Central Europe and Eurasia (New York: Freedom House, 2004).
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Appendix 11. Gombating the Flow of Drugs

Table A11-1. U.S. Expenditures on Narcotics and Law Enforcement

Average Average

Annual Annual

Spent Spent
FY 1992 Prior to After
-2000 FY 2001  FY 2002 FY 2003 9/11 9/11

Kazakhstan 2,180,000 750,000 1,050,000 510,000 293,000 146,500
Kyrgyzstan 1,340,000 90,000 50,000 1,800,000 143,000 71,500
Tajikistan 110,000 40,000 90,000 2,820,000 15,000 7,500
Turkmenistan 360,000 20,000 110,000 770,000 56,000 28,000
Uzbekistan 1,500,000 32,000 1,070,000 1,560,000 182,000 91,000
Total 5,490,000 1,400,000 2,370,000 7,460,000 689,000 344,500

Source: U.S. Department of State.

Table A11-2. Kilograms of Opium Seized, 1997-2002

1997 1998 1999 2000 2001 2002
Kazakhstan 1,000 297 170 136 36 14
Kyrgyzstan 1,639 172 151 1,405 469 109
Tajikistan 3,456 1,190 1,269 4778 3,664 1,624
Turkmenistan 1,410 1,412 4,600 2,300 No Report 1,200
Uzbekistan 2,364 1,935 3,292 2,008 242 76

Source: U.N. Office on Drugs and Crime, 2004 World Drug Report.
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Appendix 12. Key Political Parties

Kazakhstan

Otan (Fatherland)

Pro-presidential

In the October 1999 parliamentary elections, Otan fielded the largest num-
ber of candidates (some sixty in all) and won the largest number of seats,
twenty in constituency contests and four in the national list section. Shortly
after its formation, Otan stated its goal was the reelection of Nazarbayev in
the 2006 presidential elections. In the September 2004 parliamentary elec-
tions, Otan received nearly 43 percent of the votes.

Asar

Pro-presidential

Led by President Nazarbayev’s daughter Dariga, Asar publicly supports
Nazarbayevs policies. Dariga Nazarbayeva stated that Asar hoped to take 50 per-
cent of the seats in the October 2004 parliamentary elections. In the Septem-
ber 2004 parliamentary elections, Asar took about 19.1 percent of the votes.

Ak Zhol (Bright Path)

Opposition

Offshoot of the Democratic Choice of Kazakhstan in 2002. Won 22.9 per-
cent of the parliamentary vote in September 2004. The party split in Feb-
ruary 2005, with former co-chairmen Bulat Abilov, Uraz Zhandosov, and
Altynbek Sarsenbayev creating a new party “Naghyz Ak Zhol,” or True
Bright Path, ahead of the 2006 presidential elections.

Democratic Choice of Kazakhstan (DMK)

Pro-business opposition

Movement founded in fall 2001 by members of the government and busi-
ness elite, many of whom had benefited from the privatization of state prop-
erty in the 1990s and were so-called “New Kazakhs.” Main figures in the
movement included Mukhtar Ablyazov, energy minister and head of the
Astana-Holding investment group, Deputy Prime Minister Uraz Zhandosov,
Governor of the northern Pavlodar region Ghalymzhan Zhakqiyanov and
the parliamentary deputy Tolen Tokhtasinov.
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Republican People’s Party of Kazakhstan (RPPK)

Opposition

Akezhan Kazhegeldin, a former prime minister, joined the opposition in
mid-1998, and his rhetoric calling for the enactment of democratic ideals in
the country quickly gained him a relatively broad following. RPPK, founded
in 1999, but Kazhegeldin was barred from running for president. Opposi-
tion members formed the new Forum of Democratic Forces of Kazakhstan
(FDPK) in October 1999, presided over by Kazhegeldin, with the goal of
intensifying the struggle against Nazarbayev’s growing power. However,
governmental obstruction and the group’s own organizational shortcom-
ings stymied its rise, and the opposition lay dormant for almost two years.

Azamat

Pro-democracy

In April 1996, ex-Ministers Peter Svoik and Galim Abilsiitov created the new
Azamat movement, along with Kazakhstan’s former envoy to China, Murat
Auezov. However, while prominent, this group lacked the funding and con-
nections to pose a serious political threat to the regime

Sources: RFE/RL, EurasiaNet.org.

Kyrgyzstan

BLOC: National Movement of Kyrgyzstan (NMK)

Kurmanbek Bakiyev

The People's Movement of Kyrgyzstan election bloc was formed in Sep-
tember 2004 from nine parties and movements, including the Party of Com-
munists, the Communist Party, the Republican Party, Asaba, the Democratic
Movement of Kyrgyzstan, Kairan El, New Kyrgyzstan, Erkin Kyrgyzstan,
and Erkindik.

BLOC: For Fair Elections

Misir Ashirkulov

The "For Fair Elections" election bloc was formed in May 2004 and com-
bines the Ar-Namys, El, Ata Meken, and Social Democratic parties.
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Ata-Jurt (Fatherland)

Roza Otunbayeva

Otunbayeva, a former foreign minister and UN envoy to Georgia, has a
power base in the north and among the political establishment. Her alliance
with Bakiyev, a southerner, gives her broader appeal.

Asaba

Azimbek Beknazarov

The nationalist party came out publicly against allowing the U.S.-led coali-
tion fighting in Afghanistan to use a base in Kyrgyzstan. Asaba similarly has
been against the Russian-led CIS Collective Security Treaty Organization's
base at Kant and against an agreement that ceded land to China. Party mem-
bers are mainly entrepreneurs and peasants.

Ata-Meken (Fatherland)

Omurbek Tekebayev

Nationalist-socialist in orientation. Many supporters also come from rural
areas in the South. The party’s main goal is to gain southerners a more
prominent role in the political and economic life of the country.

Ar-Namys (Dignity)

Feliks Kulov

Created in 1999 and gained a solid reputation among students, unemployed
youth, and the rural population. Kulov, a rival to Bakiyev in the July 2005
presidential elections, prioritizes stabilization of the current political situa-
tion, providing security, and preventing an exodus of the country's dimin-
ishing Russian-speaking minority.

Alga, Kyrgyzstan (Forward, Kyrgyzstan)

Bermet Akayeva

Pro-Akayev party through which supporters of the deposed president
remain politically active.

Erkindik (Freedom)

Topchubek Turgunaliyev

Turgunaliyev, a Kyrgyz nationalist, has been an outspoken critic of the
Akayev regime. He was sentenced to sixteen years in jail in 1999 for mas-
terminding a plot to assassinate the president, a conviction widely regarded
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as an attempt to silence his outspoken criticisms of Akayev, and released two
years later.

Zhani-Bagyt

Muratbek Imanaliyev

Previously, former foreign minister Imanaliyev was head of the centrist Party
for Justice and Progress.

People's Patriotic Movement

Tursunbek Akunov

Akunov, a human rights activist and prospective presidential candidate,
heads this nationalist movement.

Sources: RFE/RL, EurasiaNet.org, Reuters, Institute for War and Peace
Reporting.

Tajikistan

People’s Democratic Party (PDPT)

Government

President Rakhmonov formally joined the party in March 1998 and was
elected as head of the party the following month. From 2000-2005, the
party had a 65 percent majority in parliament. In January 2005, it boosted
its majority to 80 percent.

Communist Party
Government
Leader is Shodi Shabdolov. Allied with PDPT in parliament.

Islamic Renaissance Party

Opposition

Members are represented in the various government institutions through a
power-sharing agreement negotiated to end the country’s 1992-97 civil war.
(The IRP dominated the United Tajik Opposition—the umbrella group for
rebels.) However, this arrangement, under which opposition forces are enti-
tled to a 30 percent share of government posts, has looked increasingly
precarious of late. Party leader is Said Abdullo Nuri.
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Democratic Party of Tajikistan

Opposition

Two factions lay claim to the Democratic Party of Tajikistan: the Almaty
platform, which is registered in Tajikistan, and the Tehran platform. The
Almaty platform is led by Mahmadruzi Iskandarov, who has been arrested
on criminal charges from Moscow. The Tehran platform is led by Azam
Afzali and has recently transformed itself into the Taraqqiyot Party. The
Democratic Party split into two factions over a disagreement over whether
to remain with the United Tajik Opposition and fight, or open negotiations
with the Tajik government. The Almaty platform opted for fighting and was
rewarded after the peace deal between the UTO and the Tajik government.

Socialist Party

Split

The Socialist party is divided into two factions: the pro-government faction
led by Abduhalim Ghaffarov is still registered with Tajikistan's Justice Min-
istry, and the faction led by Mirhusein Narziyev is not recognized. The
party's founder, Safarali Kenjayev, was assassinated in Dushanbe in late
March 1999. The party has not been able to regroup since Kenjayev's death.
It received less than two percent of the votes cast in the 2000 parliamentary
elections.

Social Democratic Party

Secular opposition

Based on the Justice and Development party, banned in 2000. Failed to
cross the 5 percent threshold to win seats in the January 2005 parliamen-
tary elections. Leader Rahmatullo Zoirov claimed authorities and state media
are attempting to link the current opposition parties with the Islamist polit-
ical opposition during Tajikistan's five-year civil war.

Sources: RFE/RL, EurasiaNet.org.
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Turkmenistan

Democratic Party of Turkmenistan (DPT)

Pro-president

Founded and chaired by President Saparmurat Niyazov. The only legal party.
In February 2001, Niyazov said that the next presidential elections would
be held in 2010 and confirmed that no other parties would be legalized until
then. It was the only party that participated in the December 2004 parlia-
mentary elections, which was represented by 131 candidates contesting
fifty seats in the parliament

United Democratic Opposition of Turkmenistan

Opposition in exile (first wave)

Originally organized in Moscow as the Turkmenistan Foundation by Avdi
Kuliev, Turkmenistan’s first foreign minister, who left the government in
protest of Niyazov’s policies in 1992. In April 1998, during Niyazov's offi-
cial visit to Washington, Kuliev himself attempted a return to Ashgabat,
but was detained at the airport upon arrival and ultimately deported. Oppo-
sition activity was limited from 1998-2001, with the reinstatement of exit
visas, which made it difficult for Niyazov critics in exile to maintain ties with
opponents inside the country. The movement depends on NGO grants for
funding.

Union of Democratic Forces of Turkmenistan

Opposition in exile (second wave)

Led by Kuliev’s successor as foreign minister, Boris Shikhmuradov, who
broke with Niyazov in 2001 and was jailed in December 2002 for involve-
ment in an attempted coup. Organization was formed after meetings in
Vienna and Prague in 2003 by leaders of political parties Vatan, the Repub-
lican Party of Turkmenistan, and Renaissance. Like Kuliev, Shikhmuradov
advocates democratic principles; however, in the event of a regime change
Shikhmuradov’s group would declare an eighteen-month "transitional
period" in which no elections would be held. (Kuliev has said he would call
for immediate elections.) This would be a period of intensive economic
reform, involving the privatization of a number of state-owned industries.
Despite accusations that he used his governmental positions for personal
enrichment, Shikhmuradovs platform is popular with pro-Western intel-
lectuals and educated youth in Ashgabat. He also claims to have the support
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of many officials remaining in Niyazov’s government who are allegedly fed
up with Niyazov’s extremes.

Sources: RFE/RL, EurasiaNet.org.

Uzbekistan

Khalk Demokratic Partijasi—People's Democratic Party (PDP)
Pro-presidential

Formerly the Communist Party of Uzbekistan, restructured in September
1991. Islam Karimov led PDP until 1996. PDP won forty-eight seats in the
December 1999 parliamentary elections.

Vatan Tarakkiyoti—Progress of the Fatherland Party

Pro-presidential

It has been supportive of the dominant PDP. In the December 1999 parlia-
mentary elections, it won twenty seats.

Adolat Social-Democratic Party

Pro-presidential

[t won eleven seats in December 1999 parliamentary elections and two seats
in December 2004 parliamentary elections.

Birlik (Unity)

Opposition

Party leader is Abdurahim Pulot, who lives in exile in the United States.
Though banned since 1992, Birlik managed in April 2002 to hold a num-
ber of meetings—including seven regional congresses—without interfer-
ence from the authorities. The party is working toward a national congress
and official registration in 2003, backed by the public support of the US
government.

Erk Democratic Party (Freedom)

Opposition

Party leader Muhammad Salih ran against Karimov for president in 1991,
winning 12 percent of the vote. A brief cooperation with the government
following independence quickly soured and the party was banned in 1992.
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Salih fled Uzbekistan in 1993, and gained asylum in Norway. He has been
accused of involvement in the 1999 Tashkent explosions, though human
rights leaders say the charges are politically motivated.

Sources: RFE/RL, EurasiaNet.org.
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Appendix 13. Islamic Organizations

Official

Board of Muslims of Central Asia and Kazakhstan (SADUM)

During World War 11, the Soviet government reconciled with Central Asian
clerics and established the Muslim Board of Central Asia and Kazakhstan,
the central regional organ located in Tashkent during the Soviet years. The
Muslim Board was the core of official Islam during the postwar Soviet
period. With the Mufti at its head, it was charged with regulating the regis-
tration of mosques, appointing imams to lead local congregations, and even
dictating the content of sermons and the nature of “proper” Islamic practice.
The official Muslim clergy was co-opted and played by the rules of the
Communist Party leadership. Some people in Central Asia managed, how-
ever, to practice a private form of Islam in secret and beyond official Islam.
By 1992, the Muslim Board of Central Asia and Kazakhstan was decentral-
ized, with the establishment in each Central Asian state of a Muslim regula-
tory board. The state-appointed muftis of Central Asian countries control
religious activities just like during the Soviet years. Allowing Islam a greater
space to operate, the state retains the old communist distrust of religion and
religious fanatics and keeps a tight control over Islamic religious activities
through the muftis. Muftis for the Central Asia region included the following;

» Uzbekistan: Ishan Babakhan bin Abdul Majid khan (1943-1957), his
son, Ziyaddin khan Ishan Babakhan (1957-1982), and, in turn, his son
Shamsuddin khan Babakhan (1982-1989). Shamsuddin was ousted,
largely by pressure from within Uzbekistan’s Islamic elite, and replaced
by Muhammad-Sadyk Muhammad-Yusuf (1989-1993); Mukhtarjan
Abdulio Al-Bukhari (1993-1995), Abdurashid Bakhromov (1995-).

 Kazakhstan: Ratbek-kazi Nysanbaiuly (February 1990-2000), Absattar
Derbisaliyev (2000-).

» Kyrgyzstan: Sadykjan Kamalov (1990-1995), Kimsanbai-hadji
Abdrakhmanov (1995-2002), Murataly-hadji Djuman-uulu (August
2002).

» Turkmenistan: Nasrullah ibn Ibadullah (sentenced to twenty-two years
in jail in January 2002), Kakageldy Vepayev (January 2002—dismissed in
August 2004), Rovshen Allaberdyyev (August 2004-).

* Tajikistan: Haji Akbar Turjanzoda, Fachulo Sharifsoda (December
1992—murdered in January 1996), Amonulloh Nematzoda (June 1996-).
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Unofficial

Islamic Renaissance Party (IRP)

The IRP was founded in June 1990 in Astrakhan, Russia, mainly by Tartar
intellectuals who sought to organize Muslims within the Soviet Union to
campaign for the introduction of sharia in Russia. Then IRP opened inde-
pendent branches in the Central Asian republics; however, it found it hard
to establish a major presence following the collapse of the USSR. Banned in
other Central Asian countries, the IRP is a legal party only in Tajikistan.
Reportedly, the IRP in Tajikistan has been co-opted into the regime, which
significantly weakened its base.

Adolat

This Islamic militia group, led by Tahir Yuldash, was founded in 1991 in the
Uzbek town of Namangan as an alternative to IRP. Adolat saw IRP as the
Uzbek governments pawn and as unwilling to demand an Islamic revolu-
tion. Adolat sponsored and ran many mosques and medressehs across the
Ferghana Valley. After it gained significant power in Namangan, thus alarm-
ing the Uzbek authorities, the organization disintegrated in 1992 following
a government crackdown on its members, which resulted in the flight of
some of its leadership to Tajikistan, Iran, and Afghanistan and the jailing of
others.

Islamic Movement of Uzbekistan (IMU)

The IMU was founded by a former leader of Adolat, Tahir Yuldash, and
Juma Namangani following the suppression of Adolat and the jailing of its
members. Uzbek Islamists who fled to Tajikistan fought alongside the
United Tajik Opposition. Juma Namangani, a military leader of the IMU,
was even an aide to the most influential Tajik field commander, Mirzo Zioev.
In 1993, the Uzbek Islamists followed fleeing Tajik opposition elements
into Afghanistan, where the IMU was officially formed. The IMU estab-
lished bases in northern Afghanistan (namely, in Kunduz), Uzbekistan (in
the Ferghana Valley), Tajikistan (Tavildar, a mountainous area in the Karategin
Valley), and the southern part of Kyrgyzstan. The IMU launched an armed
attack from Karategin in an attempt to break into Uzbekistan through the
territory of Kyrgyzstan in the summer of 1999. IMU’ goal was to overthrow
the secular Uzbek government, “liberate” the Ferghana Valley and establish
an Islamic state. After long and heavy fighting with the armed forces of
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Uzbekistan and Kyrgyzstan, the militants withdrew to the mountainous
areas of Tajikistan. In 2000, the militants returned, invading both
Kyrgyzstan and the Surkhan Darya administrative region of Uzbekistan.
Reportedly, in the fall of 2000, most IMU fighters moved from Tajikistan to
Afghanistan, where IMU set up bases in Taliban-controlled parts of the
country. The IMU was significantly weakened after the United States
crushed the Taliban regime in Afghanistan; its remaining forces are report-
edly being scattered in Iran, Tajikistan, and the tribal areas of Pakistan.
Tahir Yuldash is reportedly trying to revive even the small remaining forces
and is hiding somewhere in tribal regions of Pakistan. There are speculations
among Western diplomats in Dushanbe, Tajikistan’s capital, that with the
reemergence of the battered IMU that Yuldash seems to be reforming, the
group may engage in real terrorist activities such as urban terrorism, abduc-
tions, extortions, and even an incursion through Turkmenistan.

Hizb ut-Tahrir

Established in the 1950s in Palestine, Hizb ut-Tahrir al-Islami (Islamic Party
of Liberation) took root in Central Asia around ten years ago. Unlike the
IMU, Hizb ut-Tahrir, which also declared jihad in Central Asia, seeks to
reunite the Central Asian republics and eventually replace governments of
the Muslim world with an Islamic state in the form of a caliphate through
nonviolent means. Although the group promulgates only peaceful means to
achieve its goals, Central Asian governments have mostly taken harsh mea-
sures against it. Uzbek authorities suspect it may be behind the March and
July 2004 terrorist attacks that killed several people there. About 5,000
alleged members of the Hizb ut-Tahrir are reportedly lingering in Uzbek
prisons. Other Central Asian governments also perceive Hizb ut-Tahrir as a
threat to their secular constitutions and state security. Analysts warn that
repression of Hizb ut-Tahrir members has radicalized the movement and
threatened to sow the seeds of greater Islamist extremism.

Jamaat of Central Asian Mujahideen

Spinter group of the IMU, created after the destruction of the IMU camps
in Afghanistan following September 11, 2001. Tahir Yuldash and others
joined with international Al Qaida brigades, but this group remains focused
on terror acts in Central Asia.
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Note: This Jamaat is separate and distinct from the Jamaat Tabligh, an
international Islamic missionary organization that the Karimov government
in Uzbekistan has tried to suppress.

Baiat

The underground Islamic extremist group Baiat (“covenant” in Arabic) is
active in northern Tajikistan. In April 2005, two members were convicted and
another ten put on trial as part of the country’s crackdown on extremism.

According to the Tajik Interior Ministry, Baiat began instructing young
people in the mosques under its control in the village of Chorkukh in 1991.
It also organized Sharia courts. Members fought on the side of the Islamic
opposition during the 1992-1997 civil war. Later, they were partisans of the
Taliban in Afghanistan, where three were arrested by U.S. servicemen and
held at Guantanamo.

Baiat’s doctrine vilifies non-Muslim groups as well as Muslim groups that
it considers too moderate. In 2003, several mosques were defaced or burnt
down just in the Isfara district of the Sughd oblast, because their attendants
were too close to the secular government, ITAR-Tass reported.

One member, Sadullo Madyerov, was recently sentenced to twenty-four
years in jail for the 2003 murder of the head of a local Baptist congregation,
Sergei Bessarabi. The Tajik special services believe Baiat is funded by the
Libyan movement “Al-Baiat” and also by groups in Uzbekistan.
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Appendix 14. Major Cities—Old and New Names

Current Name Former Name
Kazakhstan

Astana Agmola
Aktau Shevchenko
Almaty Alma-Ata
Aqtobe Aktyubinsk
Atyrau Guryev
Karaganda

Oskemen Ust-Kamenogorsk
Pavlodar

Semey Semipalatinsk
Shymkent Chimkent
Taraz Zhambul
Kyrgyzstan

Bishkek Frunze
Jalalabad

Kara-Balta

Karakol Przhevalsk
Osh

Tokmok

Tajikistan

Dushanbe Stalinabad
Istravshan

Gharm

Horog Khorog
Khujand Leninabad
Kulob

Qurgan-Teppe

Turkmenistan
Ashgabat
Balkanabat
Dashoguz
Mary

Kurgan-Tiube

Nebit-Dag
Dashhowuz
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Turkmenabat Charjew
Turkmenbashi Krasnovodsk

Uzbekistan*
Tashkent
Namangan
Samarkand
Andijan
Bukhara
Nukus

Source: Library of Congress country profiles, updated October 2004.
*In Uzbekistan, some spellings have changed, for example, to Samargand
or Andijan, but the names have not.
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1. President George W. Bush, “State of the Union Address,” February 2, 2005, available at
www.whitehouse.gov/news/releases/2005/02/print/20050202-11.html.

2. Akayev replaced Absamat Masaliyev.

3. Kazakhstan did not confirm its participation in the antiterrorism coalition until Secre-
tary of Defense Donald Rumsfeld’ visit on April 28, 2002. See RFE/RL NewsLine, April 29,
2002, available at www.rferl.org.

4. Alone among the Central Asians, the Turkmenistan government lobbied hard for inter-
national recognition of the Taliban regime until 1999, in the hopes that this would help facil-
itate the construction of a pipeline to ship Turkmen gas across Afghanistan to markets in
Pakistan and India.

5. Russia’s military presence in Tajikistan consists of the formerly Soviet and now Russian
201* Motorized Rifle Division that has been stationed there since 1945 (and includes many
Tajiks) and the Russian Federal Border Service created in September 1992.

6. There were six explosions, including several car bombs in Tashkent. Some fifteen peo-
ple were killed (including two attackers), and 150 others were wounded. See Intercon Daily
Report on Russia, Washington, D.C., February 23, 1999.

7. For details, see “Secretary Rumsfeld Interview with Reuters TV and Wire,” U.S. Depart-
ment of Defense news transcript, March 4, 2004, available at www.defenselink.mil/tran-
scripts/2004/tr20040325-secdef0564.html; and the June 26, 1996, memorandum for
correspondents on a meeting between Islam Karimov and William Perry, available at
www.defenselink. mil/news/Jun1996/m062696_m144-96.html.
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8. For a discussion of some of these rivalries during the Soviet period, see Bahdan Nahaylo
and Victor Swoboda, Soviet Disunion: A History of the Nationalities Problem in the USSR (London:
Hamish Hamilton, 1990).

9. Initially the Uzbek government accepted a macrostabilization program backed by the
International Monetary Fund (IMF) that included convertibility but then retreated to pursue
an inwardly focused national development strategy in 1996.

10. Current account convertibility means that commercial account holders can convert the
national currency (som) to dollars, which allows them to make and receive trade-related pay-
ments. Technically, Uzbek account holders have been permitted to do this freely since Octo-
ber 2003, but in reality there is still a “line” to get money from the national bank, and individual
citizens also commonly encounter shortages when they try to use som to purchase dollars at
the official change points.

11. Kazakhstan declared independence on December 16, 1991; Kyrgyz Republic on
December 12, 1991; Tajikistan on September 9, 1991; Turkmenistan on October 27, 1991; and
Uzbekistan on August 31, 1991.

12. Martha Brill Olcott, “Central Asia’s Catapult to Independence,” Foreign Affairs, vol. 71,
no. 3 (Summer 1992), pp. 118-28.

13. The five-year civil war in Tajikistan ended in June 1997 with the peace accords signed
by the two Tajik parties in Moscow. The agreement, implementation of which was delayed, stip-
ulated that the government would lift the ban on all parties of the United Tajik Opposition prior
to parliamentary elections in 2000.

14. To enhance security in the southern regions following the events in Osh oblast, the
Kyrgyz government reduced the size of the oblast by moving three districts (Batken, Leilek, and
Kadamjaito) into a newly created Batken oblast. RFE/RL Kyrgyz Report, October 12, 1999,
available at www.rferl.org.

Kyrgyzstan's security problems were discussed at meetings of the member states of the
Commonwealth of Independent States (CIS) collective defense agreement (Armenia, Belarus,
Kazakhstan, Kyrgyzstan, Russia, and Tajikistan) on November 5, 1999. The discussion led to
the signing of the Bishkek Memorandum to combat international terrorism on December 3,
1999, by the heads of interior and security services of China, Kazakhstan, Kyrgyzstan, Russia,
and Tajikistan. RFE/RL Kyrgyz Report, November 5, 1999, and December 3, 1999, available
at www.rferl.org.

15. The length of Afghanistan’s border with Tajikistan is 1,206 kilometers; wth
Turkmenistan it is 744 kilometers; with Uzbekistan and Afghanistan it is 137 kilometers. See
Central Intelligence Agency, CIA World Factbook, accessible online.

16. Off-the-record interviews with author, conducted in Kyrgyzstan and Uzbekistan in
2004 and 2005 respectively.

17. For some examples see Fiona Hill, “Central Asia: Terrorism, Religious Extremism, and
Regional Stability,” Testimony before the House Committee on International Relations, Sub-
committee on the Middle East and Central Asia, October 29, 2003, available at
wwwc.house.gov/international_relations/108/90361.pdf; Stephen Blank, “Radical Islamic Chal-
lenges in Central Asia,” Testimony before the House Committee on International Relations,
October 2003, available at wwwc.house.gov/international_relations/108/90361.pdf, Martha
Brill Olcott, “Central Asia: Terrorism, Religious Extremism, and Regional Stability,” Testimony
before the U.S. House of Representatives, Committee on International Relations, Subcommit-
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Chapter Two
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uary/February 1996, vol. 75, available at www.foreignaffairs.org/19960101faessay4173/s-
frederick-starr/making-eurasia-stable.html. For a characteristically negative account see Central
Asia a Gathering Storm, Boris Rumer, ed. (Armonk: M. E. Sharpe, 2002).

2. See appendix eight on natural resource wealth of Central Asian countries.

3. See various writings and testimonies by Martha Brill Olcott: “Politics of Economic Dis-
tribution in the Caspian Sea States,” Testimony before the U.S. Senate Foreign Relations Com-
mittee, Subcommittee on International Economic Policy, Export, and Trade Promotion,
Washington, D.C., April 12, 2000, available at www.ceip.org/files/Publications/senatetesti-
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