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Abstract

In this work, a very actual topic: «Integration of Kazakhstan in Central Asia is
being considered». The relevance of the topic is stipulated by the fact that as soon as
Central Asian countries gained Independence, there appeared a question about the
integration of the States with each other on the political arena in economic social-
cultural spheres.

The integration process has a lot of difficulties, which appeared with the collapse
of the Soviet Union for each former Soviet Republics. Such big countries as USA,
China, Russia are greatly interested in Kazakhstan just as another Central Asian
States. Similar cultural and historical past the existence common borders with many
countries are also of great difficulties, as a result of the difference in cultural,
religious, ethnic aspects. Each of the countries seek to take its place under the sun and
to have a leading role in the region.

Besides Integration in Central Asian region, each of these countries tries to
integrate in the World Economy. One of the most important factor is the political

situation in each of these countries, but in spite of all these difficulties. The
integration process is extremely important and is of great interest for the research.

Key words: Economic integration, Religion, Political situation, Economic social-
cultural spheres.




AHHOTALUA

B sroit paGote paccmarpuBaeTcs odeHb akTyalbHas Tema: «DKOHOMHYECKAs
Wnrerpaums Kasaxcrana B LlentpansHoil A3um». AKTyansHOCTb TEMbl
o0ycioBleHa TeM, YTO Kak TOJbKO CTpaHel lleHTpanbHOit Asum obpenn
HE3aBUCUMOCTb, BO3HMK BOIIPOC 00 MHTErpalMd rocyaapcTtB ApYyr ¢ APYroM Ha
MOJUTHYECKON apeHe B SKOHOMUUECKOMH, COLMOKYIBTYPHO# cepax.

[Ipouecc nnTerpauuu MMeeT MHOTO TPYJHOCTEH, KOTOPHIE BO3HUKIIH C PaCHaioM
Coserckoro Coro3a ansl Kaxaod M3 OBIBIIMX COBETCKHX pecny6muk. Takue
KpynHele ctpaHbl, Kak CILIA, Kuraili, Poccus, ouyeHb 3aWHTepecoBaHbl B
Kasaxctane Tak xe, kak ¥ B apyrux rocyaapctsax LlentpansHoii Asuu. CxoaHoe
KyJbTYpPHOE€ ¥ MCTOPHYECKOE [POLLIOE CYLIECTBOBaHUS OOLUX TpaHHUL CO
MHOTMMH  CTpaHaMH TaKX€ CONpPXEHO C  OOJBIIUMHM  TPYJHOCTAMH,
OOYC/IOB/IEHHBIMU ~ pa3NIMuMAMM B  KYJLTYDHOM, pEJIHTHO3HOM, 3THHYECKOM
acnexTax. Kaxaas u3 crpal CTpeMHTCS 3aHATH CBOE MECTO IO COJIHLEM H MIpaTh
BEJYyLLYIO POJib B PpETMOHE. .

[TomMuMO MHTErpauuu B UEHTPaJbHOA3MATCKOM PETHOHE, KaXkaas U3 STHX CTpaH
MBITAETCA UHTErPUPOBATHCS B MUPOBYIO 9KOHOMHUKY. OTHUM U3 HanboJiee BaXKHBIX
(akTOpoB sBNsETCS MOAMTHUYECKAs CHUTyalus B KaXIOd W3 3TUX CIpaH, HO,
HECMOTpPSI Ha BCE 3TH TPYAHOCTH, MPOLIECC MHTErPallMd YpE3BBIYAHO BaXKCH M
npeacTasisgeT O0NbIION UHTEpPEC AJIA UCCICAOBaHUMN.

KiaroueBble cioBa: 3KOHOMHYECKas MHTErpalys, peaurus, MOJMTHIECKas
CHUTYalLusl, 5KOHOMHYECKHE COLMAILHO-KYJIBTYpPHBIE CHEPBHIL.



AHHOTAUHA

byn makanana ere manpi3abl «KaszakcranHsiH OpTaiblK A3UsAaarbl 9KOHOMHKAIBIK
MHTErpaluaCh» TaKbIpbIObl Kapanabl. TakbIpbINTHIH ©3€KTUTir OpTanslk A3us
€JAEPiHIH ToyeNCi3aiK ajiraH CoTTeH 6acTan S3KOHOMHUKAIBIK, 9JI€YMETTiK-MOICHU
cananapja cascu apeHaJarsl MEMIIEKETTepiH 6ip-6ipiMeH HHTErpalyaiaHybHa
OalnaHbICThl GO,

HMuterpanusaneik yaepicte Kenec Onarbl blaAbIpaFraHHaH KeHiHr OYpBIHFBl KEHECTIK
pecnyGinKanapAblH 9pKalChICh YIIiH naixa 6oJFaH KeNTereH KUbIHABIKTap 6ap.
AKI, Kertaii, Peceii cexingi ipi memnekerrep Kasakcranra, coHali-ak 6acka aa
OpTanbiK A3us enziepiHe KbI3HIFYLIBUIBIK TaHBITYa. KenTereH eniepMeH opTax
LekapanapAblH 6ap 60MYbIHBIH YKCAC MOJIEHH JKOHE TapUXM 6TKEHI MOJICHH, [iHH,
3THUKaJIBIK aCMEKTNEp/iH aibIpMallIbLIBIFG] CajlJaphiHaH YJIKEH KUBIHABIKTapFa Tall
0os1anel. Op6ip €1 KYHIE 63 OpHBIH ajlyFa XoHe alMaKTarsl XKETeKIli pesire ue
Goityra ThIpbICAJbI.

Optanbik A3us aliMarblHa UHTErpauusiaH 6acka, OChl enAepAiH dpKaHCEICH '
*ahaHIbIK 9KOHOMHUKAFa bIKIAIAACYFa ThIphIcaabl. EH MaHbI3a561 hakTopiapAsiH 6ipi
- OCBI €J1I€piH SPKaNChICBIHBIH CasiCH JKarAaibl, 6ipaK OChl KHBIH/BIKTapFa
KapamacTaH, HHTErpalUsJIbIK YAEpiC 6Te MaHBI3/Ibl )KHE YJIKEH FRUIBIMA
KBI3BIFYLIBLTBIK.

Tyitinai  cesgep: DxoHomuKanblk uHTerpauus, [iH, caicu Karaam,
YKOHOMHKAJIBIK 9JIEYMETTIK-MOJIEHH cajiajiap.
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Introduction
Background Theories

The process of integration of peoples and countries has become an integral part of the
modern world. Various integration processes take place almost in everycountry;
therefore, regional integrations are being formed (Spitsyn&Kulubekova, 2016). The
Eurasian region is not an exception. Since the ancient times, this region has been a
platform for fruitful cultural, social, economic and political cooperation, as well as
deep traditions and many years of historical experience. Currently, the Republic of
Kazakhstan plays a significant role in the integration processes of the
region.Moreover, in many aspects this country has been the initiator (Tarr, 2015).

During its years of independence, the Republic of Kazakhstan has developed into an
economically strong and stable state and has definitely become a full member of the
world community. The country has been regardedas a recognized leader in the
Central Asian region, the most representative forums are held in Nursultan (former
Astana), the leading events and exhibitions take place in the country, thus,
emphasizing its role in Central Asia (Alpysbaeva et al, 2015). The former Presidentof
Kazakhstan NursultanNazarbayev has gained the very high authority among the
world leaders, he participates in high-level summits, his initiatives are supported by
the leaders of the prominent states of the world and major international organizations
(Kudaibergenova, 2016).

Accordingly, the leaders of the states and the most developed countries of the world
often visit Kazakhstan, as one of the regional centers. The visits of foreign heads of
state are accompanied by business forums, which contributes to the expansion of
trade and economic cooperation between Kazakhstan and these countries

(Kudaibergenova, 2016).

The Kazakhstan is the active participant andinitiator in many integration processes.
For the first time the idea of Eurasian integration was voiced by the President of the -
RK NursultanNazarbayev in 1994. At first, this initiative, which seemed
revolutionaryat that time, was perceived ambiguously. However, over time, it
received great support and development (Mostafa, 2013).



As aresult, at the first stage, the Customs Union was created, then the Common
Economic Space, and starting from January 1st, 2015, the Eurasian Economic Union
(EAEU) was launched, which was founded by Belarus, Kazakhstan and Russia. In the
same year, the Armenia and the Kyrgyzstan joined the EAEU (Mostafa& Mahmood,
2018).

Kazakhstan is confidently developing on the path to the formation of a modern
industrial state, having a predictable and balanced foreign policy, a competitive
economy, actively uses numerous diverse integration associations to further advance,
achieve and protect the national interests of the country. Since independence, the
Republic of Kazakhstan periodically acts as theactive participant and main initiator of
projects on the integration processes of the post-Soviet states. The active position of
Kazakhstan in the field of integration processes of the Eurasian region is expressed in
initiatives such as the idea of creating the Customs Union, then the Eurasian Union,

as well as the Common Economic Space. In addition, Kazakhstan is an active
participant in all regional organizations (Giucci, 2018).

At this stage, the priority in Eurasian integration belongs to the economic aspect,
rather than the political one. The formation of the Eurasian Economic Union has
become the crown of many years of effort and striving for integration, now this
association of Kazakhstan, Russia and Belarus, to which Armenia and Kyrgyzstan
have recently joined (Giucci, 2018). That is, this union is purely economic in nature,
which is quite logical, because in its time European integration had an exclusively
economic goal.

As the experience of the European Union shows, the most successful integration
association in the modern world, to confidently promote high-quality and profitable
integration, a certain “locomotive” is needed, which in the European case were
Germany and France. Consequently, in Eurasian integration, this role should go to the
countries represented by Kazakhstan, Russia, and Belarus, it was with the union of
these states that the idea of Eurasianism began to be embodied, and their further
promotion.



Problem Statement

Integration is a difficult way to reconcile national ambitions, genuine problems with
the development of economies of different levels, structures, bringing together social, .
legal, etc. historical spaces, requiring high supranational wisdom, understanding that

a new stage of world development is based on regionalization. And understanding

that integration is impossible without an initiative core (Mirimanova& Born, 201 8).

The region of Central Asia and Kazakhstan, which only relatively recently received
the opportunistic name of “Central Asia,” has in fact never been a single space. He
was not one either in historical or political terms, neither in civilization, nor in
ethnocultural (Mirimanova& Born, 2018).

Problem statement: the identification of the role and the analysis of the integration of
the Republic of Kazakhstan in Central Asia, its current state, obstacles and
perspectives.

In the world economic and political space, the states of Central Asia do not act
collectively, but rather autonomously and on an individual basis. The complete
discrepancy between their economic strategies is noticeable: Kyrgyzstan is pursuing a
policy of reducing the regulatory role of the state. Kazakhstan, adhering to this trend,
has recently been forming a model of joint participation of state structures and
business in further reforming the economy. Uzbekistan acts in the opposite direction -
it seeks to preserve the state’s functions as much as possible. In Turkmenistan, the
state structure and economic policy generally took forms that were unthinkable for a
market economy - a kind of eastern version of “leaderism” (Mostafa& Mahmood,

2018).

Mostafa& Mahmood (2018) state that there are various disagreements between the
states of the post-Soviet space, the problem of water resources, energy, the factor of
the personalities of the leaders of countries, and much more. In this case, Eurasian
integration, in the form of the Eurasian Union on a voluntary and equal basis, will
exclude any conflicts and disagreements. Moreover, creating a mutual economic .
space is difficult to implement without a quality collective security system. Economic
cooperation cannot develop properly without the normal provision of military-
political security. Therefore, ensuring the security of our state is a major priority,
both for Kazakhstan and for other countries in the region (Mostafa& Mahmood,
2018).
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Thus, regional integration of Central Asia is in the process of becoming based on a
variety of factors: cultural, civilizational, political, religious, economic, etc.

Research Questions

The current thesis aims at finding the answer to the following research questions:

- What is the role of integration of the Republic of Kazakhstan in Central Asia?

- What is the current state of Kazakhstan’s integration process regarding the
Eurasian Economic Union (EAEU)?

- What major obstacles and hinders are there in this process?

Research Objective

Based on the research aim and questions placed, the following research objectives are
defined:

- To identify the position of Kazakhstan in the region of Central Asia;

- To study the notion of Eurasian Economic Union and the role of Kazakhstan
there; \

- To outline the leading obstacles of integration process of Kazakhstan;

Contribution

The current thesis is devoted to the issue of identification and analysis of Kazakhstan
integration in the region of Central Asia. The countries of the Central Asian region
(CAR) have a century-long history of coexistence, which has its roots in the distant
past. The need for regional cooperation today can be perceived as a kind of axiom,
and indeed - the countries of the region are closely linked geographically, culturally
and ethnically. The common mentality of the peoples of the region and the threats to
stability and security are also common to all of Central Asia. This makes it possible -
to claim that regional interaction and integration are a top priority task, for both
political, economic, and social issues of Kazakhstan.

Thus, the outcomes of this thesis may be sustainably useful and serve as a
background to a further research of this topic.

11




LiteratureReview

The Role of Kazakhstan in Central Asia

In the modern political sense, Central Asia is Kyrgyzstan, Uzbekistan, Turkmenistan,
Tajikistan and Kazakhstan (Figure 2.1).

Figure 2.1 Map of Region of Central Asia

Source: Mirimanova& Born, 2018, p. 5 ’

There are other definitions, in particular - according to UNESCO - the region
includes Mongolia, Western China, Punjab, northern India and northern Pakistan,

northeastern Iran, Afghanistan, areas of Asian Russia south of the taiga zone and



five former Soviet republics of Central Asia. We will use a narrower first
interpretation of the region and consider the situation in the economies of these
post-Soviet Asian republics. In varying degrees, the socio-economic situation,
mentality and cultural background in these countries can be called similar
(Mirimanova& Born, 2018).

The Central Asian region holds a modest share in the global economy - about
0.3%. With a share of the population in the world population of about 1%, the
economy lags by about 3 times in terms of Gross Domestic Product (GDP) (OECD,
2018).

In his work, Giucci (2018) claims that the new economic role of this region is

due to the presence of a number of factors:

-the region has many valuable resources, primarily large reserves of -

hydrocarbons;

-being located in the center of the Eurasian continent, the region plays an
important role in maintaining the security and stability of part of the continent,

-due to the presence of a wide transport and communication network, the

countries of the region use their full potential as transit states.

For the global economy, the Central Asian region is interesting, first, as a
source of raw materials. Oil, gas, coal and metals are currently the most sought-
after exported goods, in turn; the products of the agricultural sector also provide

dynamic growth.

For the last 3 years, the leader of the region of Kazakhstan, the volume of
GDP is falling. This is due to both the fall in the national currency and problems in
the economy of the republic (Figure 2.2). The second largest economy, Uzbekistan,‘

on the contrary, is growing steadily (OECD, 2018).

Figure 2.2 Dynamic changes of Kazakhstan GDP (2009-2017)
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Analyzing the growth of GDP, it is clear that Kazakhstan has the smallest volumes of
growth, which is associated with large volumes of this country, while small
economies can more easily achieve high growth because of the “low base” (Invest in

Kazakhstan, 2017).

Concerning the GDP per capita in Kazakhstan, it is obvious that in 2017 there was
the highest record of $10857.38 (Figure 2.3).

Figure 2.3 Dynamic changes in Kazakhstan GDP per capita (2009-2017)
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According to confirmed data (Invest in Kazakhstan, 2017; OECD, 2018), the total
volume of oil reserves in the countries of Central Asia reaches 15-31 billion barrels, -
and the total volume of natural gas reserves is 230-360 trillion m3, which is 7.2% of
world oil resources and 7% of gas resources. The region is the 10th largest coal
producer in the world, and the 19th in terms of power generation. It accounts for large



reserves of ferrous, non-ferrous and rare metals, in total gold production (Uzbekistan
- 90 tons, Kyrgyzstan -24, Kazakhstan - 18.9) takes the 9thplace (OECD, 2018).

The states of Central Asia have powerful mining, fuel and energy, metallurgical and
chemical industries, concentrated mainly in Kazakhstan, Uzbekistan and
Turkmenistan.

In oil production, Kazakhstan ranks first (80 million tons); the second is
Turkmenistan (6 million tons) and the third is Uzbekistan (5 million tons). Natural
gas fields are rich in Turkmenistan, which ranks second in terms of reserves in the
CIS after Russia. Coal deposits are found in all republics, with the exception of
Turkmenistan (OECD, 2018).

Electric power industry in Central Asia is relatively well developed. Kazakhstan
produces up to 90 billion kW / h; Uzbekistan produces 52-54 billion kW /
h.Metallurgy is developed unevenly. Kazakhstan stands out, smelting up to 2.0
million tons of steel per year, and Uzbekistan (0.6 million tons). Polymetallic
products are diverse: lead, zinc, copper, chromium (Kazakhstan); lead, zinc, copper,
gold, silver, etc. (Uzbekistan).The chemical industry is focused on the production of
mineral fertilizers. The exception is Kyrgyzstan, where the chemical industry is not
developed.Mechanical engineering is developing rapidly. It is concentrated in
Kazakhstan and Uzbekistan, where cars, trucks and buses are manufactured (OECD,

2018).

In terms of foreign trade, the leader is Kazakhstan. Although in 2014-2016a decline
was noted due to the fall in the national currency against the dollar and the fall in
prices for Kazakhstan’s main export commodity, oil. In the second place in terms of
foreign tradethere are fairly industrialized Uzbekistan and Turkmenistan. At the same
time, this indicator is most stable in Uzbekistan (about $25 billion). The smallest
volumes of foreign trade are observed in countries with less developed industry and
economy in the region, namely, Kyrgyzstan and Tajikistan (OECD, 2018).
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Eurasian Union and Kazakhstan

On the first of January, 2015, the Eurasian Economic Union was launched,
the founders of which were Belarus, Kazakhstan and Russia (Konopelko, 2018). In
the same year, the Armenia and the Kyrgyzstan became full members of the EAEU
(Figure 2.4). Along with the European Union, the formation of which began in the '
midpoint of the XX century, the EAEU became the second example of a full-

fledged economic union in the wor

Figure 2.4 Eurasian Economic Union nations

Eurasian Economic Union (EAEU) nations
@ s FTAWIh EAEL @ Currently discussing FTA with EAEU
. Mernbers of the EARU @ Observer Status,. -

trade-deals-egypt-iran-india-singapore. html/, retrieved on 7 April, 2019

Vinokurov (2014) states that the Eurasian Economical Union is not__ a
political association. During the work on the Treaty on the Union, the memf:)elf
states of the EAEU consciously refused to politicize it and include issues affecting
national sovereignty into the competence of the Union. Within the framework of
the EAEU, issues of exclusively economic cooperation are considered, as wal as
the principle of sovereign equality, equality and consideration of the national
interests of its member states is ensured (Vinokurov, 2014).




According to Knobel (2015), the EAEU is an international system of regional
economic integration, based on agreements reached by states within the framework
of the Customs Union and the Common Economic Space (Knobel, 2015).Within
the EAEU, freedom of movement of goods, services, capital and labor is ensured,
along with coordinated, coordinated or uniform policies in the economic sectors
defined by the EAEU Treaty of May 29, 2014 and international treaties within the
Union.

Vinokurov (2017) defines the following main objectives of the EAEU:

- to constitute conditions for the. stable development of the economies of the Member
States of the Union in order to improve the living standards of their people;
- striving to form a single market for goods, services, capital and labor resources

within the Union, _
- comprehensive modernization, cooperation and competitiveness of national
economies in the global economy (Vinokurov, 2017). h

Eurasian integration has a very high economical potehtial (Menga, 2018).
The total volume of the economies of the countries is more than $2.2 trillion, witha

total population of more than 182 million people (Menga, 2018).

Table 2.1 The relative size of EAEU member states
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Figure 2.5 Internal and external trade

EAEU trade structure Share of internal trade in total trade
Imports Exports 16 - %
2017 15 4 14.4 14.5
[ Internal
trade 14 M
2016 fAExteinal 13
trade 12 1
2015 - 11 4
|
' ° C - : a1 10 : T g i
-400 -200 0 200 400 600 2015 2016 2017



Source: Giucci, 2018, p. 5

The Eurasian Development Bank conducts the public opinion monitoring
survey and the annual data concerning Eurasian integration process are placed in
the EDB Integration Barometer project. The statistical results of the survey
conducted in May-June 2016 show that the EAEU public approval and perception
is quite high in Kazakhstan: in 2016, 74% had definitely positive support (Figure _
2.6) (Vinokurov, 2017). '

Figure 2.6 Public Perception Dynamics of the EAEU members

2012
2013
Kazakhstan 2014
2015
2016

B Definitely positive, rather positive / Definitely yes, rather yes
[ndifferent

[ Rather negative, definitely negative / Rather no, definitely no
Don’t know / No answer

Source: Vinokurov, 2017, p. 68

Kazakhstan always supports the progressive development of integration over
a wide area of Eurasia, which, in our opinion, gives a powerful multiplicative
incentiveto global economic development (Movchan& Emerson, 2018).

Partnership within the EAEU is carried out in such areas as customs and non-
tariff regulation, customs and technical regulation, sanitary, veterinary-sanitary and
quarantine phytosanitary measures, crediting and distribution of import customs
duties, establishment of trade regimes against third parties etc. Moreover, statistics
of foreign and mutual trade, macroeconomic policy, competitive policy, industrial
and agricultural subsidies, energy policy, natural monopolies, government and (or)
municipal procurement, mutual trade in services and investments, transport and
transportation as well as foreign exchange policy, intellectual property, work
migration and financial markets (banking, insurance, foreign exchange market,
securities market) are also among the key areas of collaboration (Alpysbaeva et al,

2015).

In accordance with Konopelko (2018), the EAEU countries are given the
opportunity to collectively defend their interests and build more transparent,
pragmatic and effective relationships with external partners.In general, .the
activities of the EAEU are aimed at solving problems of improving the well-being
and standard of living of citizens of member countries. The EAEU, and




Kazakhstan, in particular, is a powerful incentive for the development and
comprehensive modernization of the economies of the member states and their
leading positions in the global world.
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Methodology

In this work different methods of research and studies had been used to
assess understanding of Kazakhstan integration in Central Asia.l decided to start
with theoretical methods: such as analysis and synthesis aimed to identify the main
aspects of integration and the relationship with states of C.A. The Analysis and
synthesis allowed to weed out extra aspects and to concentrate on the main:
Economic integration sphere of Kazakhstan.

The following Empirical research methods were used later:
Such as Comparison/comparative analysis '
Behaviorist method

Historical analysis

Using historical analysis during the study there had been compared GDP per
capita of Kazakhstan for 2017 in comparison with the states of the Eurasian
Economic Union, Russia, Belorussia, Armenia, Kirgizstan. On the example of this
comparison one can observe a positive trend of Integration in Kazakhstan not only
with these countries allows Kazakhstan to develop competitive economy. During

the period of 20 years from 1996-2016 (diagram 4.1) the mutual trade between =~

these countries demonstrated only the growth, especially with Kirgizstan, one of
the main central Asian States. This fact testifies in favor of competitive economy.

The Competitive analysis also was used for the behaviorist method. This is
proved by the public opinion dynamics during the period from 2012-2016 in EAEU
countries Based on this table one can state that the society is positive about

integration with EAEU countries.

Thus It was managed to combine 2 methods - competitive and behaviorist
which in its turn made it possible to deeply understand the importance of
integration process not only economically but also to feel social public mood. The
behaviorist method is extremely important in the study, in particular for
understanding and evaluation of Integration not only within the framework. Of the
economic factor, but in understanding of social situation of the society which
directly effects the country’s economy.Public attitude to economic events is part
and parcel of in integration processes and Their further development for each

country.
One is the most important method of study is a historical analysis.

In connection with the fact that Kazakhstan has a common history with the
countries of Central Asia and with EAES countries, this method is reqL.lired. for
better understanding of Integration because the following relationship as hlStOI"lCi?l,
socio cultural and religious directly affect economic and social relations w1t}'un
each of the regions. Having besides common cultural and historical aspects W.lth
these countries Kazakhstan has got a common border with most of Central Asian
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and other EAES countries which is the key factor. The fact that Kazakhstan has
common borders and common past demonstrates that similar factors influence
integration positively. Using historical analysis one can analyze the integration
process and even partially predict the further development in the region, where
each of the participants tries to take a decent place. With the collapse of the Soviet
Union Countries, exactly the common history with EAES countries, common past
being one of the Republics of the S.U and common Turkish culture makes Such
Unions Extremely Successful and advantageous for all participants. i

Inspite of the fact that each of these countries does his best to benefit from
this Union.

It goes without saying that each of them is interested in this Union because
only joint integration and joint effort to help to achieve possible dynamics in
economic and other spheres.

ResearchApproach

Scientists Collis and Hussey (2003) construe three major types of research
approach (Fig. 3.1):

Figure 3.1 Research approach types

Source: created by author

The current research is recognizedas an exploratory study. Exploratory study
is a purposeful and systematic process of perception of objects and phenomena of
the objective world, their properties. (Lancaster, 2005). Greener (2008) also
indicates that exploratory study is focused to find out the factors that should be
considered in the theory of the subject. Exploratory study generally appl.ies a
number of strategies (literature review, historical analysis, observation, interview,

case study, focus group etc.).
Research Methods

Research methods usually include quantitative and qualitative rese?rfbh.
Quantitative and qualitative research methods are the main ways of .obtammg
primary information in contemporary scientific researqh. The main dlffer_ence:s
between "qualitative" and "quantitative" approaches lie in the way information 18
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obtained (Greener, 2008). In quantitative studies, a large amount of sample is
usually used, which allows for statistically substantiated analysis of the information
received, in qualitative - the number of participants can be from 1, as, for example,
in the in-depth interview, to 8-12 people, as in the focus group.

Quantitative research methods include observation, surveys, content analysis.
Qualitative research methods include in-depth interviews, focused group interviews
(or simply "focus group"). Obviously, one and the other approaches serve to solve
certain problems, and the researcher should address them according to what.
problem he wants to solve (Anderman, 2009). '

Taking the main research aim, questions and objectives into consideration,
the qualitative research method is applied, namely, the critical analysis of the
secondary data obtained from periodicals, scientific journals, newspaper articles,
conference proceedings and the trustworthy Internet sources. The research starts
from investigating the issue of integration of Kazakhstan in Central Asia, its
obstacles and challenges and then the analysis of the role of the integration of
Kazakhstan in the region of Central Asia is provided. This has required searching
relevant information on various official websites, collecting and analyzing
statistical data, study recent researches etc.
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Findingsand Analysis
Role of Kazakhstan in Eurasian Economic Union

In the modern political sense, Central Asia is Kyrgyzstan, Uzbekistan,
Turkmenistan, Tajikistan and Kazakhstan. There are other definitions, in particular
- according to UNESCO - the region includes northeastern Iran, Mongolia, Western
China,Afghanistan Punjab, northern India and northern Pakistan, areas of Asian
Russia south of the taiga zone and five former Soviet republics of Central Asia
(Spitsyn&Kulubekova, 2016). In varying degrees, the socio-economic situation,
mentality and cultural background in these countries can bé called similar.

The Central Asian region holds a modest share in the global economy - about
0.3%. With a share of the population in the world population of about 1%, the
economy lags by about 3 times in terms of GDP (Movchan& Emerson, 2018).

Figure 4.1 Trade within EAEU member countries (1996-2016)
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Among other Central Asian countries Kazakhstan is undoubtedly the leader
in terms of the development and power of the economy. In 2016, in terms of GDP,
Kazakhstan ranked 56th among 191 countries. More than half of the tofal GDP of
the Central Asian region is in Kazakhstan. At the same time, the dyna!mlcs of GDP
growth is lower than in other countries of the region due to the higher base of

comparison (OECD, 2018).

The Republic of Kazakhstan has significant deposits of mineral and energy
resources - out of 110 elements of the periodic table, 99 were discove}’ed in the
depths of the country, 70 were explored, more than 60 are used, including 8% of
world reserves of iron ore and about 25% of uranium. The country has one of the




most powerful oil and gas potentials in the Caspian zone - Kazakhstan accounts for
about 3% of world oil reserves and 1.2% of natural gas, and the country continues
to increase the production and export of energy carriers. Kazakhstan is also one of
the main wheat producers in the region (Menga, 2018; Mirimanova& Born, 201 8).

As the findings of the literature review show, the economic foundation of the

EAEU is currently Russia, Kazakhstan and Belarus, which for a long time moving -

towards economic integration, have reached agreement on improving trade and

economic relations within the Customs Union.

However, economic integration is far from trade, but as the experience of
post-industrial countries shows, it is more scientific and technological
rapprochement and cooperation within the framework of common regional and sub-
regional tasks. However, the positive aspects of economic consolidation are often
combined with conflicts of interests between countries, such as protecting the
domestic market in Kazakhstan' due to the weakening ruble, the impact of the
global financial and economic crisis, etc.

In the past, it can be seen how the Union has allowed to minimize the
decline of economies in the crisis period of 2015-2016. For instance, since the

launch of the EEU, Kazakhstan’s GDP has never shown a negative trend: in 2015 it ;-

grew by 1.2%, in 2016 - by 1.1%, in 2017 - by 4%. This positive persists this year,
according to the results of which Kazakhstan’s GDP growth is expected to be in the
range of 3.8-4% (Invest in Kazakhstan, 2017).

Figure 4.2 Export to other EAEU members
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Figure 4.3Import from other EAEU members
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According to the data received from Movchan& Emerson (2018), the largest
trade partner for Kazakhstan in the region of Central Asia within the EAEU is the
Russian Federation. However,over the last two decades, the trade between Russia
and Kazakhstan considerably dropped. Other EAEU members do not play a crucial
role for Kazakhstan trade process. Starting from 2010, the Russian Federation has
reobtained its significance as a source of import forKazakhstan gradually, although
its role as an export partnerwas still low. UN ComTrade reports that Kazakhstan’s
export amounted to 53% of goods to the EU in 2015, 12% to China and only 10%
Kazakhstan exported to Russia (Movchan& Emerson, 2018).

Figure 4.4 Kazakhstan’s trade partners in 1996 and 2016
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of the relevant supranational bodies of the Eurasian Economic
Astana. Kazakhstan within the EAEU shares with all other ¢
economic union all its achievements, including the growth of

Foreign trade of Kazakhstan increased by 25% and reached abor
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However, the future perspectives are quite optimistic for Kazakhstan. By the
end of 2019, a common market for electricity will be formed, by 2025, mutual
market for gas, oil and petroleum products, as well as a common financial market. I
am convinced that the latter will be inherently connected with the development of
the international financial center Astana, probably simultaneously with the transfer .
of the relevant supranational bodies of the Eurasian Economic Commission to
Astana. Kazakhstan within the EAEU shares with all-other countries of the
economic union all its achievements, including the growth .of trade. In 2017
Foreign trade of Kazakhstan increased by 25% and reached about $69.5 billion,
including with the countries of the EAEU - by 26%, to 17.4 billion. In 2019, trade
continues to increase: in January-August, Kazakhstan’s trade with the world
increased by another 21.6% (OECD, 2018).

Approaches of Kazakhstan to Regional Integration

The literature review and the critical "analysis have revealed that
Kazakhstan’s approaches to regional cooperation are largely influenced by the
following factors presented by Konopelko (2018):

-in recent years a drastic reduction of opportunities for attracting external”
funding has led to the actual loss by Kazakhstan of the previously achievedinformal
leadership positions in Central Asia, which crosses out its ambitious plansto
manage regional processes in their own interests and on their own terms.In this
situation, the promotion of cooperation and integration in the region turns

intosecondary task; ’ . .
-Kazakhstan is focused on political and economic interaction mainly with the

main extra-regional forces (China, Russia, and the West, which also play a key role
in the development of strategic sectors of the Kazakhstan economy);

-the policy of balancing and maneuveringbetween the main non-regional for.ces
and, in general, an extremely controversial foreign economic course, inYo]\{lng
simultaneous participation in the processes of regionalization and globalization,
drastically limits the ability of Astana to conduct a consistent and lpng-term
regional policy. In addition, the approaches of other Central Asian c.:ountrles_to t.:}‘le
processes of regionalization and globalization are significantly different and’in
some cases fundamentally contradict the interests of Kazakhstan (Konopelkq,

2018).

As a result, Astana, actively participating in the processes of. economic and
military cooperation in the post-Soviet space, is simultaneous!y trying to dlst.ance
itself from their political aspects, in particular from the creation of supranational
structures under the auspices of Moscow. This essentially cooperative, rgthelt tl}an
integration, policy is aimed at deepening and expanding to certamn limits,
interaction primarily with Russia within the framework of the Customs Union
(Eurasian Union) (Knobel, 2015; Kudaibergenova, 2016).
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On the other hand, Kazakhstan still seeks in the WTO and is trying to forge
cooperative ties with countries actively participating in globalization processes
(China, Western countries, etc.) (Kudaibergenova, 2016). .

Against this background, relations with the Central Asian states are clearly of
secondary importance for Astana, and the Central Asian direction itself (with the
exception of the Uzbek and Kyrgyz vectors) is not objectively among its external
priorities (Giucci, 2018; Tarr, 2015). .

Kazakhstan’s unwillingness to deeper forms of cooperation with Uzbekistan
is mainly determined by the latter’s disinterest in this. In Kazakhstan, there is
growing awareness of the fundamentally important role of Uzbekistan in the region,
including in cooperation with extraregional forces. At the same time, alarmist
sentiments about the “possible destabilization” and / or “Islamization” of
Uzbekistan associated with fears of transferring these processes to the territory of
Kazakhstan are multiplying in Astana (Mostafa& Mahmood, 2018).

Kazakhstan is still interested in “friendly absorption” of Kyrgyzstan, that is,
integration with it on its own terms. However, in addition to the rapid reduction of
financial and other opportunities in Kazakhstan, this is hampered by the continuing
instability in Kyrgyzstan, as well as the growth of dependent attitudes of the elite’
and society about bilateral cooperation. Kazakhstan is not ready, and is not able to
solve the problems of Kyrgyzstan that are multiplying day by day. Without refusing
to support Kyrgyzstan, Kazakhstan is forced to limit its economic presence in this

republic (Mostafa& Mahmood, 2018).

In relations with Turkmenistan, Kazakhstan is mainly interested in
coordinating diplomatic efforts to peacefully solve the problems of the Caspian Sea
and hopes for the possibility of conflict-free interaction with this country in tl.le
future. It is possible that the importance of such interaction in the coming years will
increase greatly. In addition, Astana is ready to maintain the level of contacts
necessary for the preservation of good-neighborly relations on current iSsues
relating to transport communications, trade and borders. In deeper and more active
forms of cooperation, Kazakhstan is not experiencing a significant need, including
due to the incompatibility of its development model with the Turkmen model

(Mostafa& Mahmood, 2018).

The cooperation of Kazakhstan with Tajikistanis la}rgely hampered by the
economic and geographical isolation of the latter, the ongoing conﬂlgt betvxfeen the
Uzbek-Tajik and some improvement in the Uzbek-Kazakh relations; m suph
conditions, the development of close forms of interaction between these _coqn’mes
hardly makes any sense. Therefore, Kazakhstan does not attach any significant

importance to relations with Tajikistan and regards it only as a market for 1(tis
products; cooperation in other areas is formal, symbolic (Mostafa& Mahmood,

2018).
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Potential Risks of the EAEU for Kazakhstan

The Eurasian Union is gradually gaining momentum. However, there is a
number of internal factors that influence jts development,.and the development of
Kazakhstan, respectively. The main economic problems and inconsistencies within
the Eurasian Union are related to the peculiarities of the national economies of the
participating states (Spitsyn&Kulubekova, 2016).

Orientation to the market of third countries.

For all EEAE member countries, the major export goods are natural
resources or products of their primary processing. This advises that for states the
market of third countries is more interesting due to the identity of this group of
goods and the magnitude of demand for natural resources in the EU countries and

China.
The need to develop new industries and specialization of countries.

The minimum number of common production projects, as well as the lack of
a detailed program for the development of production capacity, leads to inhibition
of mutual trade within the EAEU. The primary trade effects of participation in the
Customs Union, as well as the absence of customs duties on the majority of goods .

within the Union, are exhausted during the first few years.

This is what happened in trade between the founding countries of the EAEC.
In the first three years of the Customs Union, trade between Russia, Kazakhstan
and Belarus has grown rapidly, but then the pace started to fall. Now, in order to
increase trade within the Union, it is necessary to develop new productions and,

due to this, increase the range of goods.

Competiiion, not complementarity

The sharp drop in world oil prices in late 2014 and foreign currency eamin‘gs
from energy exports have reduced the possibility of import of finished industrial
products from third countries. This reinforced the need to meet the needs of the
EAEU member states including Kazakhstan with their own industria! products.
Import substitution of products from third countries is becoming a priority area of
cooperation within the Union.

However, an assessment of the national industrial development programs of
the EAEU member states revealed that countries consider a single economic space
only from the standpoint of additional export opportunities for national economies. |

Lack of investment in innovation

Integration of Kazakhsatn in Central Asia mainly occurs in .the traditional
sectors of the economy that exhaust their potential, in particular, in the energy,
chemical and petrochemical industries, and metallurgy. These products have a low

benefit.
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In the context of a new integration policy (implementation of measures for
the formation of a coordinated policy) of Kazakhstan, the development of a
coherent industrial policy with effective mechanisms for building up production
potential becomes critical. ‘

Integration of Kazakhstan in the innovation sphere could increase the

sustainability of national economies, since the pace of their economic development

will depend not so much on resource capabilities as on the innovative nature of
capital, but also on the ability of businesses to generate knowledge and implement
them in production as innovative products. . -

In addition, the Kazakhstani integration in the innovation sphere would allow
overcoming the barriers associated with the lack of a common border and
corresponding transport and communication opportunities on the way to forming a
common single market.
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Conclusion

The unwillingness of the Central Asian countries to regional cooperation is
primarily due to their lack of understanding of the economic, political and social
dividends / benefits from cooperation and integration; real mechanisms that could
contribute to its formation are practically absent. In the economic sphere, the
Central Asian countries are mandatory to focus mainly on extra-regional economic
relations, which are of much greater importance to them than intraregional ones. It
seems that the objective, and extremely strong, trade, financial and technological
dependence of the Central Asian countries on external forces ssignificantly limits
the possibilities for developing regional cooperation.

The main problem is, first of all, the lack of sustainable mechanisms for
system analysis and support of the regional cooperation process. The problem is
solved, but throughout the entire post-Soviet period, no Central Asian state has
attempted to organize and conduict even any single serious research on the topic of
regional cooperation, and even more so on creating mechanisms to stimulate
cooperation and integration.

It is largely for this reason that there were no ruling elites and expert circles
in this region countries, and most likely, there is hardly any understanding of what-
specific algorithms should be followed in order to launch the process of regional
cooperation. This problem is aggravated by the fact that Central Asian states do not
have independent experience in strategic planning: in Soviet times, this was the
exclusive prerogative of Moscow, and national elites only diligently executed the
directives and attitudes descending from the Center.

The 2015 year was a historic year for Kazakhstan when the Eufasian
Economic Union began to function. The Eurasian Economic Union is an
international organization of regional economic integration with international legal

personality and established by the Treaty on the Eurasian Economic Union. The

member states of the Eurasian Economic Union are the Republic of Armenia, the
Republic and the

Republic of Belarus, the Republic of Kazakhstan, the Kyrgyz
Russian Federation.
The EAEU was created with the aim of comprehensive modernization,

cooperation and increasing the competitiveness of national econom'ies and creating
conditions for stable development in the interests of raising the living standards of

the member states.

The Treaty on the EAEU assumes
of services began to function in a number o
States of the Union. At the same time, the nationa : _
the state is obliged to adopt a full-fledged national regime in relation to the service
provider and partner countries; no restrictions can be. I.n the future, the Parties will
strive to maximize the expansion of these sectors, including through a phased

that from January 1, 2015, a single market
f sectors identified by the Memt?er
| regime was laid as a base, 1.e.
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reducl;ion of exemptions and restrictions, which will certainly strengthen the
Eurasian integration project.

Since the launch of the integration project, the countries have seriously
advanced on the way to the formation of unified markets for goods, services,
capital and labor resources. In all areas of the economic agenda, joint work is being
carried out aimed at removing barriers and stimulating business. This is the launch -
of a common market for medicines and medical devices in 2017, and the
unification of customs rules under the new EAEU Customs Code. |

However, it may be concluded that formally, the EAEU is an economic,
technocratic project, giving its participants a number of advantages, in particular,
facilitating cross-border trade and facilitating labor migration. At the same time, it
creates economic risks due to the increase in foreign trade tariffs and the potential
rejection of the orientation of the economy to global markets. So far, the union has
been unsuccessful from an ecoriomic point of view, although entering the Russian
labor market has become an important motivating factor and ultimately a positive
result for post-Soviet economies experiencing a difficult period. Amid trade
disputes, sanctions and regional economic crisis, the volume of mutual trade within

the EAEU fell in 2015 by 26%.

There exists a range of potential risks that may influence the Kazakhstani
integration into Central Asia. During all the years of the sovereign development of
the post-Soviet countries, not a single regional initiative has succeeded, with the
exception of the Customs Union (CU). The reasons are different income levels, the
level of technological structures and economic development, as well as differences
in the structure of the economies of countries, as well as changes in the mentality. of
the population-over the past twenty-three years. A significant part of t.he ppPu!atlon
in the face of increasing and deceleration of the financial and economic Crisis 1 Fhe
event of socio-economic problems can act against integration initiatives, increasing
the risk level to achieve the goal. At the same time, the reasons for each of the
ries to the accession of the EAEU are justified.

The disadvantage of the EAEU countries, with the exception of some regions
of Russia and Belarus, is the lack of basic innovations that major inventions must
implement and become the basis for the formation of new generations and
technology trends. There are no improving innovations that usua.lly. 1mplemer_1;
medium and small inventions and that prevail in the phases of distribution a(tln
stable development of the scientific and technical cycle. Perhaps tperg are pseudo-
ations (or rationalizing innovations), which are aimed at partial improvement

technologies and, as a rule, inhibiting the

count

innov
of outdated generations of equipment-and . .
technological process (they either bring a negative effect or do not give an effect to

society).In this case, the creation of joint agglomerations betvyeen Kazakhstan a;.mi
Russia can become a real basis for economic restructuring, through spatia

integration in the system of K azakhstan-Russian relations and the EAEU.
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Spatial development based on integration of border industrial zones between
the Russian Federation and the Republic of Kazakhstan based on the creation of
joint agglomerations will allow Kazakhstan to create a powerful economy along the
perimeter of the country, ensure the development of a significant Russian market,
create a belt of economic security. This is the main thing in Kazakhstan-Russian
relations, which promotes a policy of resettlement of the population in the zones
around the perimeter of the country that are most favorable for human habitation,
and, ultimately, determines the expansion of the zone of vital interests of
Kazakhstan on the Eurasian continent. '
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