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Comparing the Eurasian Economic Union to the Silk Road Economic Belt:
A Kazakhstan based view

NURGALIYEVA, Lyailya

(Nagasaki University)

Introduction

The collapse of a major power, the Soviet Union, in 1991, and the subsequent formation of
new states in its former territory constituted a turning point in history. It was a difficult time for
the former Soviet countries as they were not ready for the shocks that followed and had to fight
for survival. Kazakhstan, like the rest of the former Soviet states, had to establish its foreign
policy and national security concepts from the ground up. Moreover, as Kazakhstan is the only
Central Asian country bordering both China and Russia, upon its independence, the country had to
solve border problems with both these neighbors. The Kazakh researcher Murat Laumulin wrote
that “with independence, Kazakhstan also gained many problems, such as: thousands of nuclear
warheads leftover from Soviet rule, a huge territory to be protected, and a heterogeneous polyethnic
population, half of which did not feel themselves to be citizens of a sovereign state. In addition,
there was the issue of sharing long and unprotected borders with two global giants—Russia
and China. Despite Kazakhstan’s rich natural resources, its remoteness from the sea and world
communications entailed a reliance on trading via these two neighbors” (Laumulin 2004)."

Because of Kazakhstan’s geographic location as a state neighboring both Russia and China,
its relationship with these states is of great importance. Since its independence, Kazakhstan has
adopted a multi-vector foreign policy, which is “a policy that develops foreign relations through
a framework based on a pragmatic approach” (Hanks 2009: 259) and has maintained a balanced
relationship with both Russia and China. Kassym-Jomart Tokaev® stressed that “from the start,

Kazakhstan sought out a foreign policy which would allow for stable and mutually beneficial

1 Note on Translations: Unless otherwise stated, all quotations taken from Laumullin Murat have been translated
by the author.

2 Kassym-Jomart Tokaev is a Kazakh politician and diplomat. In the early years of independence, he was the
Foreign Minister and State Secretary. On March 20, 2019 he took office as the president of Kazakhstan, succeeding

Nursultan Nazarbayev, who resigned on March 19, 2019 after 29 years in power.
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friendly relations based on the principles of complete trust with neighboring countries and all
others” (Tokaev 2003: 158).

Tokaev also claims that the President Nursultan Nazarbayev was behind the formation of the
country’s foreign policy (Tokaev 2003: 158). In a 1998 speech at the expanded meeting of Ministry of

Foreign Affairs Board held under his chairmanship, Nazarbayev stated:

The past years have shown that there is no more reasonable and rational foreign policy for
Kazakhstan than the implementation of multi-vector diplomacy. What does multi-vectorism
mean with regard to foreign policy? Multi-vectorism means the development of friendly and stable
relations with all the countries that play a significant role in world affairs and have a practical
interest in our country. Due to its geopolitical position and economic potential, Kazakhstan

should not be limited to dealing with narrow regional problems (Nazarbayev 1998: 8-9).

In this way, Nazarbayev emphasized that Kazakhstan’s foreign policy would be based on, though
not limited to, friendly relations with Russia, and that Kazakhstan would be free to choose its closest
partners and allies. Accordingly, within this multi-vector foreign policy, Kazakhstan has joined both
the Russian-led Eurasian Economic Union (EAEU) and the Chinese-led Silk Road Economic Belt
(SREB). Thus, the question that arises here is what are the EAEU and the SREB? Many scholars
have analyzed the relationships of these two integrations from different angles, such as looking at
the importance of Russia and China to Kazakhstan within its multi-vector foreign policy (Vanderhill
et al., 2020; Omelicheva & Du 2018), focusing on the coordination between the One Belt One Road
(OBOR) and the EAEU (Svetlicinii 2018; Gabuev 2016), or emphasizing the geopolitical strategies or
interests in the Eurasia region (Indeo 2016). Many of these studies have provided revealing insights
into the Russian-led EAEU and Chinese-led SREB, but have failed to compare these integrations and
analyze which of them is more beneficial for Kazakhstan. Although some researchers have examined
the impact of the SREB on the economy of Kazakhstan or the Central Asian states overall (Islamjanova
et al., 2017; Raimbekov et al., 2018; Imomov 2018), they have not yet compared it with the EAEU and
have not analyzed which integration can prove more beneficial for Kazakhstan.

This article therefore seeks to fill this scholarly gap by comparing the EAEU and the SREB
and by analyzing which integration is more beneficial for Kazakhstan based on the quantitative
data of bilateral trade and investments. It asks the following questions: What are the benefits to
Kazakhstan from its participation in the SREB and EAEU endeavors?

This article proceeds as follows. The next section briefly outlines the 1994 Eurasian Union
initiative made by Nazarbayev, the former president of Kazakhstan, and the implementation
of economic integration in the form of the 2010 Eurasian Customs Union and the 2015 EAEU.
The subsequent section provides an overview of the SREB and of the emergence of Kazakhstan
as the largest transport and logistics hub in Eurasia. The final section shows the benefits and

disadvantages of the integration of each with Kazakhstan.
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1. The reason for Nazarbayev to initiate the Eurasian Union in 1994

Kazakhstan, as one of the Soviet Union republics, had a strong relationship with the Russian
economy during the Soviet era. The Central Government — Moscow — had complete influence over
all output enterprises. As a result, even though Kazakhstan gained political independence after
the Soviet Union fell apart, it remained economically reliant on Russia. All existing pipelines in
the Caspian Sea were built to link the Soviet Union internally and ran through Russian territory,
implying that Russia dominated the region's economic lifeline (Kubicek 2013: 173). Since the mid-
1990s, the major Russian oil and gas companies have been actively involved in the production of
Kazakh fields such as “Kumkol” and “Karachaganak”. The “Lukoil” company became Kazakhstan’s
largest investor in 1998. Russia benefited economically and gained significant strategic advantages
due to Russian oil companies’ involvement (Andreev 2009).

This situation was unfavorable to the Kazakh government, prompting discussions about the need
to reduce Kazakhstan’s reliance on Russia, which led to creating the Eurasian Union initiative. In
1994, Nazarbayev proposed the creation of a Eurasian Union, based on the EU model, in an attempt
to contain Russia within this organization through cooperation with Commonwealth of Independent
States (CIS) countries. He noted, “I have called for the establishment of a “Eurasian Union” having
studied the experience of different integration organizations, in particular, the European Union”
(Nazarbayev 2004). He described his choice as: “After all, Germany in Western Europe was the largest
state, and still remains, but if before everyone was afraid of it, the situation has changed. Nowadays,
Germany behaves on equal terms with Luxembourg and Belgium, and it evokes confidence. What
do we hear from various Russian politicians? ‘We shall come, take away and invade; it is bad in

9

Kazakhstan because the Russian people are treated badly there” (Nazarbayev 1997: 275). In response
to these threats, it appears that Nazarbayev wanted to form the Eurasian Union, which would unite
all of the CIS countries against Russian imperialism. As Yuasa Takeshi writes,
“Mostly in the mid-90s, Kazakhstan focused on the concept “Eurasianism” as the idea of tying
the post-Soviet states together and Nazarbayev proposed developing the CIS into the Eurasian
Union in the future. It appears that this kind of policy aims to check and restrain Russia’s

actions by utilizing such frameworks rather than willing to remain under the dependence of

Russia” (Yuasa 2012: 137).

According to Nazarbayev’s concept, the Eurasian Union was based “on voluntary, equal
integration into the political and economic co-development of the post-Soviet states” (Vystuplenie
Nazarbayeva 2014). He hoped that by having binding supranational authorities that can operate
freely, such as the European Union, the Union would help build a balance in terms of Russian
influence. He said at that time, “It would be great if we could create such supranational bodies as
a joint parliamentary committee and then perhaps, move on to the Eurasian Union Parliament,
elected on the whole territory” (Nazarbayev 1997: 275).

However, some CIS countries opposed Nursultan Nazarbayev's proposal to form a Eurasian
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Union, delaying unification by nearly two decades. The member-states of the Commonwealth
of Independent States (CIS) took various approaches to integration. Until now, Turkmenistan
and Uzbekistan's foreign policies have stressed bilateral relations rather than joining unions
or associations with supranational authorities. In addition, old Soviet thinking that is an
attempt to re-establish the Soviet Union, stymied the establishment of the Eurasian Union, and
smaller Central Asian states feared losing their independence due to the initiative. President
Saparmurat Niyazov of Turkmenistan was reported to have rejected the initiative as “doubtful and
contradictory, with the danger of recreating the Soviet experience” (Aziya 1994). Some Russian
analysts, on the other hand, were concerned that the country’s dominance would be eroded. The
Russian journalist Vitaliy Portnikov noted that many in the Russian political establishment had an
antagonistic position towards the Eurasian Union idea as it means the “end of the inequality within
CIS and a push against Russia’s influence” (Portnikov 1994).

Due to such resistance, the first 1994 attempt to form a new integration association failed, but a
smaller scale economic integration, known as the Common Economic Space (CES) of five countries,
Kazakhstan, Belarus, Kyrgyzstan, Russia, and Tajikistan, was launched on February 26, 1999, and
has prompted these states to move forward with the creation of a common market. Nevertheless,
this opposition was linked to the old idea of Eurasianism, while Nazarbayev’s Eurasianism was
about achieving economic benefits through economic cooperation among all CIS countries, an open
field for attracting investments in partner-state economies, in order to improve their security and
balance Russia's influence.

Individual statements of opposition within the CIS have had little impact on the integration
process. On October 10, 2000, in Astana, Nazarbayev had actively contributed to the signing of
a Treaty on establishing the Eurasian Economic Community (EurAsEC) between Kazakhstan,
Belarus, Kyrgyzstan, Russia, and Tajikistan as a replacement for the CIS’s inability to make
economic integration progress. Among the member-states, it discussed cooperation problems and the
elimination of customs duties (Kazanstsev 2008; Qoraboyev 2010). Seven years later, at the EurAsEC
meeting in Dushanbe in October 2007, Kazakhstan, Russia, and Belarus discussed and signed
agreements on establishing the legal basis for the Customs Union (Eurasian Economic Community).
Russia and Kazakhstan are both major raw material exporters, while Belarus is both an importer and
a transit country to the West. As a result, Kazakhstan is keen to preserve its economy by leveraging
agreements to reduce tariffs on oil and gas exports and export them through Belarus. The famous
saying, “keep your friends close and your enemies closer,” implies that Kazakhstan has to keep an eye
on Russia, which is at the same time an ally and a potential threat to Kazakhstan’s national security.
Therefore, Kazakhstan had to proceed with the creation of a Eurasian Economic Union, which
Nazarbayev believed would protect Kazakhstan’s national interests. In an article of October 25, 2011,
he argued that the Eurasian Union should rest on four basic principles: 1) economic pragmatism;
2) voluntary participation of member countries; 3) principles of equality, mutual respect, non-

interference in the domestic affairs of participating countries, and inviolability of state borders; and 4)
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an institutional structure confined to the national level in order to protect the national sovereignty of
the member states. “Such was the successful experience of creating the European Union, which was
based on the equality of integration partners” (Nazarbayev 2011).

The next step towards the Eurasian Union was signing the Joint Statement of the legally binding
Customs Code of the Customs Union on July 6, 2010. On November 18, 2011, the Declaration on the
CES was signed, and on May 29, 2014, the Treaty on the establishment of the Eurasian Economic
Union was implemented. On January 1, 2015, the Eurasian Economic Union — a new geopolitical “pole”

of the modern world began (Evraziyskaya ekonomicheskaya integratsiya 2005: 7).

2. The first stage of integration: the 2010 Eurasian Customs Union between Belarus,
Kazakhstan and Russia

Kazakhstan expects to increase industrial production by creating a CES with Russia and Belarus,
which will help to reduce dependence on oil and other natural resources. Kazakhstan wanted to use the
Eurasian Customs Union as a platform for the diversification of its economy (The speech of Nazarbayev
2012: 8). International investors who have previously concentrated on Kazakhstan’s natural resources
may be more interested in manufacturing projects as a means of diversifying the economy away from
oil and gas (Gorst 2011). Although Kazakhstan is a landlocked country, its geographic location on the
border with Russia and China allows the country to serve as a transit hub and attract investments
(The speech of Nazarbayev 2012: 8). Kazakhstan can also serve as a link between China and the EU,
enhancing Kazakhstan’s influence in trade negotiations with Russia and forcing it to act adequately.

The Eurasian Customs Union is an inter-state organization where customs barriers are removed,
and mutual trade is not subject to administrative restrictions. Furthermore, the Eurasian Customs
Union ensures the free movement of goods, services, capital and labor, as well as establishes
a supranational legal regulation to support national economic stability and development. A
supranational legal regulation was created on November 27, 2009, known as ‘Customs Code of
Customs Union’. According to this Code, all three member-states had equality in trade and were given
the opportunity to establish their own production and trade policies (Customs Code 2010).

At the start of the Customs Union, there was a favorable impetus for a significant increase in
Kazakhstan’s exports to the market of the Customs Union. As compared to 2010, the supply of raw
materials and products to Russia increased by 138% in 2011 (Likhachyov 2014). However, contrary
to Kazakhstan’s hopes of increasing its bargaining power with Russia, the Eurasian Customs Union
has established an unfavorable trade balance among its members (Isakova, Koczan & Plekhanov
2013: 4). For instance, as Figure-1 illustrates, in 2010, over 40% of Kazakh imports came from
within the Customs Union, 23% from the EU-27 countries; 13% from China; 7% from CIS countries
excluding Russia and Belarus; and 16% from elsewhere in the world (Isakova & Plekhanov 2012: 5).

Kazakhstan initially entered this organization in order to find new markets, and the Eurasian
Customs Union was the path to Kazakhstan’s modernization, the introduction of new and

innovative technologies that will allow Kazakhstan to promote economic self-sufficiency. By being
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more independent from Russia, Kazakhstan desired to increase its economic power (Noonan 2016)

and have more economic leverage in negotiations with Russia.

Figure-1. Kazakhstan: Import shares by trade partner, 2010

EU-27
Customs Union 23%

Other CIS (excl. CU)

16% %
Source: Isakova Asel and Plekhanov Alexander (2012)

Nonetheless, Kazakhstan did not move ahead and remained stuck on the path of regression because
Russian exports to Kazakhstan were primarily concentrated in agricultural and non-agricultural,
petrochemicals, and metals. For instance, Figure-2 shows that higher-value-added manufacturing and
vehicles account only for 20% of Kazakhstan’s imports from Russia, whereas as Figure-3 demonstrates,
the 27 countries of the EU export primarily higher-value-added manufacturing goods and vehicles (56%
of the total) (Isakova & Plekhanov 2012: 6-7). Here we can see the big overlap between the EU and the
Customs Union’s export positions, the benefits of which Kazakhstan started to doubt. In comparison
with the Customs Union, the EU contributes much more to the economic development of Kazakhstan. It
1s especially important in light of the 2008 financial crisis when Kazakhstan attempted to decrease its

dependence on oil exports and become a more technologically advanced country.

Figure-2. Kazakhstan: Structure of imports from Belarus and Russia, 2009
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plastics manufacturing Vehicles
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Source: Isakova Asel and Plekhanov Alexander (2012).
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The contrast picture of the EU export of higher-value-added goods to Kazakhstan.

Figure-3. Kazakhstan: Structure of imports from the EU, 2009
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Source: Isakova Asel and Plekhanov Alexander (2012).

Kazakhstan also had a negative experience within the Eurasian Customs Union after it was
established. Since Russia dictated the common external tariff, it increased economic efficiency
only for Russian companies, and Kazakhstan’s trade deficit rose. By enacting the common external
tariff, the tariffs on many products not manufactured in Kazakhstan, but in Russia have increased,
resulting in a significant increase in imports from Russia (Tarr 2012: 3). In 2012 it was a negative of
about $12,000,000 (Kudaibergenov 2013), which gave gains for Russia and losses for Kazakhstan’s

economy.

Graph-1. Import and Export of Kazakhstan and Belarus within the Customs Union
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Graph is based on data: Kratkii statisticheskil sbornik (2013: 96).

Though Kazakhstan was losing within the Customs Union, it decided to proceed with the next

integration, called the Eurasian Economic Union in hope to get the benefits from it.
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3. The second stage of integration: formation of the 2015 Eurasian Economic Union

The idea to create a Eurasian Union, modeled on the EU, was initiated by the President of
Russian Federation, Vladimir Putin. He published his vision and the goals of the Eurasian Union in
the Russian Newspaper Izvestiya in 2011. He stated, “the project is, without exaggeration, a milestone
not only for our three countries but also for all post-Soviet states. ...we propose a model of a powerful
supranational union capable of becoming one of the poles of the modern world and of playing the role
of an effective ‘link’ between Europe and the dynamic Asia-Pacific region” (Putin 2011).

Kazakhstan’s President endorsed and encouraged President Putin’s initiatives while also
developing his own visions and viewpoints. He wrote in the Russian Newspaper Izvestiya on
October 25, 2011, that “the integration should be focused on the principles of economic pragmatism,
voluntary participation of member countries, equality, sovereignty, and mutual respect among
the members” (Nazarbayev 2011). After the meetings and discussions, on November 18, 2011,
Presidents of Belarus, Kazakhstan and Russia signed a memorandum, setting the target to
establish the Eurasian Union by 2015 that would be similar to the EU, but with a more economic
focus rather than political. Though after the establishment of the Eurasian Economic Union,
Kazakhstan started to have a favorable experience within this organization by receiving more
investments into its economy (Graph-2), most of them were invested into its energy sector (Figure-4).
Kazakhstan needs Russian support towards renewable energy and manufacturing — all of which
are rooted in local demands for green energy and industrial development. However, Russia is a
medium economy by world standard and is not advanced and rich enough to be the main provider of
technology and finance to Kazakhstan, creating a vacuum in this region that China can fill.

Besides, initially, the EAEU had different goals for integrators; Kazakhstan pursued economic
interests without infringing upon political prerogatives. It was interested in export on the basis of
common customs regulations, duty-free trade within the EAEU territory, linking Kazakhstan to global
transport hubs with access to the markets and sea routes of the Near and Middle East, China, Russia,
and the EU. For Russia, geopolitical goals were important, that is, strengthening its position as a
regional power with the simultaneous formation of a single economic space. This is evidenced by the
constant initiatives of the Russian Federation to accelerate the formation of several important blocks
of supranational superstructures affecting the political sovereignty of the satellite countries. Prime
examples are the proposals of the State Duma on a single parliament, a single currency, a single
defense union, etc. (Koshanov 2017). The exclusively economic nature of the EAEU is maintained
thanks to the efforts and consistency of the position of the former President of Kazakhstan, and is
reflected in the provisions of the Treaty on the Integration Union. In August 2014, Russia announced
anti-sanctions against food manufacturers from the US, EU, Australia, Norway, and Canada. Belarus
and Kazakhstan did not accept such sanctions and did not join the Russian embargo; this kind of
geopolitical game on the part of Russia within the EAEU can result not only in economic damages but
also prove a threat to both Kazakhstan and Belarus (Koshanov 2017).

In addition, being both major producers and exporters of raw materials, Kazakhstan and
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Russia are competitors for foreign markets, including those in the Eurasian Economic Union. For
these reasons, President Nazarbayev was eager to join China’s Silk Road Economic Belt. He said,
“Now our task is to revive the Silk Road, but not to ride camels, as before, but by rail, road and air
transport. This is beneficial to everyone who lives and stays here. I strongly support President Xi
Jinping’s initiative to create economic cooperation on the Silk Road” (Nazarbayev 2014).

The following section provides an overview of Chinese-led Silk Road Economic Belt and

Kazakhstan’s underlying reasons to participate in this integration.

Graph-2. Direct Investments within the Eurasian Economic Union
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Source: Author’s calculations, the Eurasian Economic Commission 2016 — 2019.

Figure-4. Investments to the economy of Kazakhstan by sectors, 2016-2019.
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4. Overview of the Silk Road Economic Belt

In a speech at the Nazarbayev University in Astana in September 2013, Chinese President Xi
Jinping proposed that China and Central Asia collaborate to create the SREB. Since then, the SREB
has been discussed by several scholars studying economy or politics all over the world (Laruelle
2018: 10). In June 2014, the Great Silk Road, which once spanned three continents, was inscribed
on the UNESCO World Heritage List, and the development of the current ‘Silk Road Economic Belt'
has continued to draw significant attention ever since. A total of seven belts have been planned
across various fields such as transportation, electricity, commerce, knowledge, research, agriculture,
and tourism. This project may become a large-scale free trade zone, connecting the northwest
provinces of China with Central and Eastern Europe through Central Asia.

Chinese experts have pointed out that “In a situation, where the eastern direction of the
development of China is blocked by the US and Japan, the idea of an economic belt of the Silk Road
helps China to establish and develop strategies towards the West and thereby, can contribute to
effectively support China’s economic growth, as well as the development of the Eurasian Economic
Cooperation. However, competition amongst the great powers in Central Asia is becoming tougher,
and therefore the construction of the economic zone of the ‘Silk Road’ is believed to help reduce
conflict and help find a mutually beneficial means of development” (Xin 2016, Zhang 2015, Yang
2015, Wang, Sun, Zhao, Wu 2014). Other Chinese scholars such as Zeng Xiang Hong also believe
that the SREB gives related countries a new level of independence by allowing them to choose
whether to participate in bilateral or multilateral cooperation based on their needs and preferences.
He also notes that China only wants economic cooperation with countries bordering its territory
and has no plans to extend its political influence (Zeng 2016).

Xi Jinping chose Kazakhstan to deliver his speech because in contrast to other Central Asian
countries, Kazakhstan has significant geographical advantages; Kazakhstan’s ability to open up
new cargo routes, access markets in the Customs Union, and favorable investment climate would
have all been well known to China.

Kazakhstan's plan to gain access to foreign markets is outlined in the government’s “100 concrete
steps” program, which aligns with China’s plans to build infrastructure for the New Silk Road.
Sultan Akimbekov, the Director of the Institute of World Economy and Politics of the Republic of
Kazakhstan, announced at the Second Summit for Silk Road Countries that China’s strategy to
develop a transport corridor along the New Silk Road would provide Kazakhstani goods access to
global markets, resulting in significant economic benefits for the region. Director Akimbekov sees
Kazakhstan as the crossroads of all Central Asian transport and logistics corridors, a strategic
location that comes with huge financial reward (Miras 2015).

China has laid out a route for the new Silk Road’s northern channel, which runs from Western
China to Western Europe through Kazakhstan, Russia, the Baltic Sea, Belarus, and Western
Europe. As a result, Kazakhstan is seen by the Chinese not only as a transit country (a state that

derives economic benefit from the transit of cargo through its territory), but also as a key player in

10
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the northern Eurasian corridor (Zhao 2015). This is further discussed in the subsequent section.

5. Kazakhstan as the largest transport and logistics hub in Eurasia

As mentioned earlier, the key role in the implementation of the SREB has been given to Kazakhstan
as it is in the best position in terms of attracting investments (Map-1). Between 2009 and 2013, China’s
total Foreign Direct Investment (FDI) to Eurasian Union countries increased from $11.02 billion to
$24.67 billion; Kazakhstan received an impressive 91.5% of the total amount ($22.57 billion). Between
September 2013 and December 2015, the two countries signed investment agreements worth $54
billion. Plans for the building of the Almaty ring road, a road leading to Alashankou station, and a large-
scale project to help optimize Astana’s public transportation system are among China’s contributions to
the development of a renewed Kazakh transport infrastructure. These plans have attracted significant
attention in Kazakhstan (Kaukenov 2017: 160); indeed, the adoption of the new economic policy “Nurly
Zhol — Path to the Future” in November 2014, with its main emphasis on infrastructure growth, is in

line with China’s SREB initiative and aims to maximize the benefits of its implementation.

Map-1. Kazakhstan's position within the New Silk Road
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Source: International Road Transport Union.

On May 22, 2015, Nazarbayev, the former president of Kazakhstan, delivered a speech at the
Astana Economic Forum in Nur-Sultan where he proposed the development of a new high-speed
multi-modal transport route known as the Eurasian transcontinental corridor. He stated: “It will
extend through the entire territory of Kazakhstan, allowing for free transit of goods from Asia to

Europe and back. This route is significantly shorter than the maritime route” (Nazarbayev 2015).
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The President emphasized that trade between China and the EU was, at the time, worth nearly
$600 billion and expected to reach $800 billion by 2020. Nursultan Nazarbayev stated that “as a
result, the construction of a land route to Europe is of great importance to the growth of Asia as a
whole. And this would open up new opportunities for Kazakhstan, as according to experts, the land
route would be nearly three times shorter than the maritime route” (Nazarbayev 2015).

The New Silk Road’s key cargo will be transported from East to West. On the rail route via
Kazakhstan’s Dostyk station, China’s western and central provinces will have direct railway
contact with the EU. Rail transport of goods to Europe is two to three times faster as compared to
sea transport, providing a major comparative advantage for the transportation of goods that require
high speed delivery. Furthermore, East China’s transportation system (the Yangtze River’s inland
waterway) is heavily congested, resulting in longer shipping times for goods from the western and
central provinces. Thus, cargo to Europe via Kazakhstan’s Dostyk can be shipped in 16-17 days for
$8,100, which is substantially lower than the cost to ship cargo to Europe via Russia, which was
$11,200 (Ekonomicheskiy koridor 2012).

According to Forbes Kazakhstan, the Silk Road project is being implemented in several
stages. The contract signed between the Joint Stock Company “Kazakhstan Temir Zholy” and the
corporation “Chinese Railways” was one of the first steps in the field of transportation cooperation.
The agreement calls for the establishment of freight traffic between Kazakhstan and China, as
well as railway transport corridors such as China — Kazakhstan — Europe, China — Kazakhstan
— Central Asia, and corridors in the opposite direction. Furthermore, the planned construction
of the border railway crossings Dostyk — Alashankou and Altynkol — Horgos, as well as nearby
railway infrastructure, electronic data exchange, developing the technology of container transport,
increasing the number of container trains, the deepening of cooperation of logistics companies,
quality improvement, and working conditions of employees of both sides (Kuda poidut 2015).

As noted previously, Kazakhstan joined the China-led Asian Infrastructure Investment Bank
on October 24, 2014, which was initiated by President Xi Jinping in 2013, in order to enforce its
new economic policy on infrastructure development called “Nurly Zhol — Path to the Future.” The
key goal of the AIIB is to promote economic growth, create wealth, and improve the interaction of
infrastructure in Asia. Xi Jinping, according to Tom Miller, has founded China’s own multilateral
development bank because “bilateralism has its limits, and smaller states do not want to be reduced
to Chinese clients” (Miller 2017: 36). While the bank’s approved capital is $100 billion, it intends
to lend no more than $2 billion per year for the first five years of its operations (Miller 2017: 40).
Kazakhstan co-founded the AIIB, which has received the highest credit rating by Moody’s (AIIB
2017). Kazakhstan’s Minister of National Economy Erbolat Dosayev had pinned his hopes on the
AIIB two years prior, saying, “hopefully it will become one of the most influential banks in the
country when it comes to financing social and economic projects in the fields of electricity, transport,
logistics, urban and rural infrastructure” (V Almaty 2015).

According to a Kazakh researcher of China, Konstantin Syroezhkin, Kazakhstan can also
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benefit from the AIIB by receiving bank loans on favorable terms (interstate loans are often more
costly and difficult), and from implementation of projects of interest to Kazakhstan. Kazakhstan
will be given certain preferences since it is one of the bank’s founding members. He also mentioned
the benefits for Kazakhstan from the Silk Road project, saying, “Kazakhstan is a transit country,
primarily due to its geography. One way or another, but all transportation routes in the Silk Road
Economic Belt pass through Kazakhstan. As a result, Kazakhstan will take advantage of China’s
involvement in the Silk Road to improve its transportation and logistics infrastructure. Secondly,
the money for transit. Third, new jobs. Fourth, the expansion of areas of cooperation with China, as
the project includes not only roads, but also cooperation in the real sector of economy” (Syroezhkin
2015).

China also established a special fund for the Silk Road worth $40 billion, which will concentrate
solely on the funding of projects in which Kazakhstan plays a key geographic role. Many of these
agreements allow for the establishment of infrastructure and rely on investments. Along with the
EU and Russia, China is Kazakhstan’s most significant trading partner. Indeed, China accounts for
the majority of Kazakhstan’s exports (oil, gas, and mining products). The most recent agreement
with China on non-oil production, which involves the transfer of several industrial enterprises
to Kazakhstan, as well as logistics cooperation and collaboration between “Kazakhtelecom” and
Chinese “Huawei,” have already brought fruitful results (Akizhanov 2015).

In December 2015, Karim Massimov, the head of the Kazakh government, and Li Keqgiang,
the head of the Chinese government, held talks in Astana’ and signed a package of agreements
worth $14 billion to implement joint projects across the fields of energy, industry, transportation,
oil and gas, and agriculture (Kuda poidut 2015); this agreement can be seen as a turning point
in Kazakhstan and China’s investment cooperation. While prior to the agreement, most Chinese
investment companies in Kazakhstan were involved in the fuel sector i.e., oil and natural gas, as
well as pipeline construction, the interactions will now take place in the non-primary sectors as
well. After signing the agreement, Kazakhstan backed a Chinese plan to shift production capacity
to its territory, such as glass production, cement production, and agricultural product processing.
The signing of the agreements with China, according to Emil Milushev, an independent director
of the Joint Stock Company, “Baiterek development,” would provide a powerful impetus to the
development of Kazakhstan’s non-primary sectors, including transportation and logistics, building
materials production, and agricultural product processing (Kuda poidut 2015).

Based on the above facts, it can be seen that Kazakhstan is unquestionably the leader in terms
of attracting Chinese FDI among the countries of the EAEU. Between 2009 and 2013, China’s
total FDI to the Eurasian Union increased from $11.02 billion to $24.67 billion and $22.57 billion,
respectively (91.5% of the total amount accounted for Kazakhstan). This is reported in a study titled

“the monitoring of direct investment in the countries of Eurasia-2014” published by the Center for

3 On March 20, 2019 the capital was renamed from Astana to its current name Nur-Sultan in honor of the Kazakh

President Nursultan Nazarbayev, shortly after his resignation.
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Integration Studies of the Eurasian Development Bank. According to analysts, this is primarily due
to Russia’s less favorable tax and investment climate as compared to its partners in the Eurasian
Union (Bayazitova 2015).

Every argument has two sides, and the next section discusses the benefits and disadvantages

for Kazakhstan in joining both the Eurasian Economic Union and the Silk Road Economic Belt.

6. Benefits and disadvantages for Kazakhstan in joining the Eurasian Economic Union

Kazakhstan is a landlocked country at the heart of Eurasia surrounded by Russia, China,
Kyrgyzstan, Uzbekistan, and Turkmenistan. Thus, it is critical for it to have access to global
markets for both exports and imports. There are four advantages for Kazakhstan in joining the
EAEU. Firstly, the EAEU provides Kazakhstan with a more simplified option for the transit
and sale of its main goods (oil, raw materials, wheat, grain, etc.) to its main consumers—the EU,
Russia and Southeast Asian countries. Without the CES, problems will arise both in the sale and
in the transit of Kazakhstani goods. If in the late 90s, the quota for oil export through the Russian
pipeline system (Caspian Pipeline consortium) was 3.5 million tons, in 2014 Kazakhstan could
export more than 70 million tons (Koshanov 2017). The agreements signed within the EAEU
contribute to the improvement of Kazakhstan’s economic ties with countries in other regions. For
example, in 2016, EAEU countries concluded the first agreement on a free trade zone with Vietnam.
Thus, the average annual growth rate of trade between Kazakhstan and Vietnam from 2016 to 2018
amounted to almost 13%. According to the results of seven months of 2019, the trade turnover of the
Republic of Kazakhstan with Vietnam is estimated at more than $246 million, which is 2% higher
than the indicator for the same period in 2018. Another free trade agreement with Singapore, the
largest trading hub in Southeast Asia, expanded the presence of domestic manufacturing products.
The trade turnover with Singapore in 2018 amounted to more than $522 million and increased
almost six times compared to 2016. The share of trade between Kazakhstan and Singapore in
2018 amounted to 37.4% of the total trade with the ASEAN member countries (Shaukenova 2020).
Moreover, several Russian and Belarusian enterprises have opened their branches in Kazakhstan.
Russian businessmen are interested in Kazakhstan as a consumer of industrial goods (machinery,
equipment) and as a major supplier of raw materials. In macroeconomic terms, large industrial
enterprises in the oil and gas, mining, metallurgical, chemical, and other strategic sectors of the
country can benefit from the EAEU.

Secondly, there are benefits of growing mutual trade for Kazakhstan within the EAEU.
From 2015 to 2018, Kazakhstan’s trade with the EAEU countries increased by 23.4%, exports by
18.1% and imports by 25.8%. Approximately 10% of Kazakhstani exports are sent to the EAEU
partner countries. Additionally, the share of raw materials in Kazakhstan’s export is significant,
at more than 85% of the total volume. The largest volumes are mineral products, metals, and
metal products (40.5% and 26.4%). Also, the main export flows are directed to Russia. At the same

time, however, the share of processed materials is gradually increasing. For nine months of 2019,
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the share of finished food products of animal and vegetable origin in the commodity structure of
exports to the EAEU countries amounted to 10%; machinery, equipment, vehicles, instruments, and
apparatus—7.6%. Compared to 2018, the growth was 0.2% and 1.2%, respectively (Dodonov 2020).

Thirdly, The EAEU market is very important for Kazakhstan in terms of increasing the share
of non-resource exports. Kazakhstan has the potential to supply high value-added goods and
manufactured goods. For 11 months of 2019, the share of the EAEU in the export of machinery and
equipment amounted to 42.2%, chemical products—30.5%, construction materials—44.3%, footwear,
headwear and haberdashery goods—70.5%, textiles and textile products—26.9%, metals and metal
products—20.5%, and food products—18.9% (Dodonov 2020).

Finally, the investment cooperation helps Kazakhstan modernize its economy, by allowing
diversification and reducing dependence on the raw materials sector. The annual volume of gross
FDI inflows increased 2.6 times in 2018 compared to the level of 2015 and reached $1.6 billion,
and the share of the EAEU countries in the gross FDI inflow to Kazakhstan amounted to 6.4%
versus 3.9% in 2015. The dynamics of the net inflow of FDI from the EAEU countries is even
more pronounced. The absolute volume of the annual net inflow of FDI from the Union countries
increased 2.4 times from 2015 to 2018, and its share increased 2.6 times to reach 13%. In 2019,
the investment share of the EAEU countries continued to grow and increased to 14.2%. Thus,
investments from the EAEU have now become one of the main sources of net FDI inflows. Over
the years of the EAEU’s existence, since 2015, the volume of investments from the countries of the

union working in Kazakhstan has grown by $4.6 billion (or by 66%) (Dodonov 2020).

Disadvantages

In addition to the benefits of the EAEU, Kazakhstan faces certain disadvantages within this
integration. There are three main disadvantages for Kazakhstan. The first is the negative trade
balance of Kazakhstan within the EAEU. Though there was an increase in mutual trade, the
trade balance turned out to be negative for Kazakhstan and amounted to almost $6 billion. For
nine months of 2019, Kazakhstan exported goods to other EAEU countries for $4.4 billion and
imported goods for $10.3 billion. According to the Ministry of National Economy of the Republic of
Kazakhstan, this trade deficit was the highest among the countries of the Union. In comparison,
in 2019, Kazakhstan could send more goods to non-EAEU countries such as China ($5.9 billion)
and Italy ($6.2 billion). Furthermore, there are unequal opportunities for the local businessmen.
According to the director of the regional chamber of entrepreneurs Igor Shatsky, “the share of
East Kazakhstani exports in the trade balance with the Russian Federation is only 17%. The rest
- 83% - is Russian imports. Domestic goods simply become uncompetitive. One of the reasons is
the difference in value added tax (VAT). Kazakhstani companies operate in the domestic market
with VAT at 12%, and Russian entrepreneurs import their products to Kazakhstan at a zero rate,
initially winning in price” (Chernyavskaya 2019).

The second disadvantage is Russia’s interest in expanding its power within the EAEU. Though
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Kazakhstan, since the beginning of the integration, has always declared that the EAEU should
focus exclusively on economic aspects, Russia is striving for greater power. On January 31, 2020,
the newly appointed Prime Minister of Russia, Mikhail Mishustin, announced to make sports,
tourism, and the environment strategic directions for the development of the EAEU. The statement
was made at a meeting of the Eurasian Intergovernmental Council in Almaty, which was attended
by the prime ministers of Kazakhstan, Russia, Armenia, Kyrgyzstan, and Belarus. In response
to this, Prime Minister of Kazakhstan Askar Mamin said, “We must not go beyond the EAEU
treaty and the declaration on the further development of integration processes adopted by the
head of state [former President of Kazakhstan Nursultan Nazarbayev] on December 6, 2018. Also,
it should be borne in mind that the EAEU is a purely economic union” (Karr 2020). According to
Murat Kastaev, general director of the Kazakh consulting company DAMU Capital Management,
“Russian officials have repeatedly proposed to strengthen Eurasian integration in the financial,
currency, trade, and foreign policy spheres. In contrast to this, Kazakhstan’s position is that the
EAEU is a purely economic union. However, Moscow sees integration is slowing down and finds no
support from other EAEU members in key areas such as foreign policy, financial regulation, and
monetary policy. Accordingly, Russia is trying to advance its interests in sports, tourism, and the
environment. Moreover, closer financial integration is unfavorable for Kazakhstan in light of the
creation in 2018 of the Astana International Financial Center, which could directly compete with
the Moscow Stock Exchange and whose success is disadvantageous for Russia” (Karr 2020).
Thirdly, as mentioned earlier, while Kazakhstan began to have a positive experience within
the EAEU after obtaining more investments into its economy, most of these investments in
contrast with the EU were made in the energy sector. This is because Russia is interested in
Kazakhstan as a major supplier of raw materials, and Kazakhstan needs Russian assistance in the
areas of renewable energy and manufacturing. As Russia cannot provide industrial development
opportunities to Kazakhstan, the issue of finding more effective partners in foreign trade and
expanding opportunities for access to new technologies and modern consumer goods in the markets

of the EU, ASEAN, and the East arises.

7. Benefits and disadvantages for Kazakhstan in the construction of the Silk Road

What benefits will the construction of the SREB bring to Kazakhstan? We sum these up
in four points. First, transportation and development of infrastructure will attract significant
investments. By 2020, the construction of the New Silk Road is expected to increase the gross
domestic product (GDP) of Kazakhstan by 68% of the 2010 figure. To this end, Kazakhstan hopes
that China and other donors will increase investments in infrastructure development. As a result,
the Asian Development Bank has provided $700 million to the Republic of Kazakhstan to assist
in the reconstruction of the main road of the project “New Silk Road” that will help transform
the country’s economy (Aziatskiy bank razvitiya 2015). Over $30 billion of public and private

investment will be poured into the transportation sector over the next ten years. The extensive
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infrastructure development program of Kazakhstan called “Nurly Zhol” includes a qualitative
reorganization of transport (land, air, and sea) links. Furthermore, this program would improve
the country’s access to global markets (Koshanov 2016: 7-8). In May 2017, at the OBOR High Level
Forum on International Cooperation in Beijing, President Xi emphasized that Kazakhstan is a
“champion” in enhancing its transit and transport potential (Nuryshev 2018).

The second is the economic benefit of transit. On July 2, 2014, the former president of
Kazakhstan, Nursultan Nazarbayev announced a new major trade artery named the Khorgos-
East Gate Special Economic Zone, which is slowly taking off. In the first nine months of 2018, the
Altynkol train station, which feeds the Dry Port, has received 353,000 containers, up 45% from the
same period in 2017 (Le Corre 2019). Because of China’s active trade balance with the EU, several
trains will return from Europe with empty containers. Kazakh producers will be able to reduce their
shipping costs by importing goods from the EU and by exporting to China. It also enables Kazakh
producers of food, machinery, leather products, and many other emerging industries to efficiently
enter foreign markets (Kakova rol’ Kazakhstana 2017). By 2020, the Trans-Kazakhstan transport
routes connecting Europe and Asia will account for 5-8% of the potential trade between China and
the EU every year. A new industrial network can emerge along the New Silk Road and benefit the
people of Central Asia (Kakova rol’ Kazakhstana 2017).

The third benefit is for the agriculture sector of Kazakhstan, which has a potential market of
more than a billion people. “Your food (wheat, flour, honey, vegetable oil, and particularly meat)
is required in China,” Chinese Ambassador Zhang Hanhui told a Kazakhstani newspaper in an
interview. “A shortfall exists, as well as a sense of demand. We are working to overcome all of
these issues, eliminate all barriers, and provide the best possible access to Kazakhstani goods to
the Chinese market.” Most notably, unlike Russia, China’s agriculture industry does not constitute
a significant competition to these goods (Shymshykov 2017). Xi noted in his keynote speech
at the Belt and Road Forum (BRF) for International Cooperation in Beijing in May 2017 that
customs clearance time for agricultural products exporting to China has been reduced by 90% for
Kazakhstan and other Central Asian countries. (Xi 2017). In the same year, China imported more
than 500,000 tons of wheat, sunflower seeds, and other agricultural products from Kazakhstan, a
comparable increase of 20%, which was a new and important event in bilateral trade. Kazakhstan
also became China’s first Central Asian trading partner and the second among the CIS countries in
2018 (Zhang 2018).

Finally, the SREB offers oil and gas delivery diversification to international markets.
Kazakhstan’s policy is to diversify routes and reduce its dependence on Russian-led pipelines,
which can be viewed as a balancing strategy aimed at limiting Russia’s influence in the energy
sector. Chinese companies have poured billions of dollars into pipelines connecting Kazakhstan’s
oil and gas to China. “The SREB would enable Kazakhstan to reach the Caspian Sea,” President
Nazarbayev said in an interview with the Chinese channel CCTV. “This will allow us go south

through Iran to the Persian Gulf.
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Last year, Turkey, Georgia, Azerbaijan, the Caspian Sea and Kazakhstan were linked. A
special port at Kuryk, which sees cargo pass through to Caucasus and Turkey via the Bosporus to
Europe. Such huge scale work has been carried out over several years. This is a very far-sighted
idea that will work for the benefit of our people” (Prezident Kazakhstana Nursultan Nazarbayev

2018).

Disadvantages

Along with the benefits of the establishment of the New Silk Road, however, Kazakhstan also
faces some risks. The risks include being economically and politically overly dependent on China
as its economic influence over Kazakhstan grows. As previously mentioned, China is Kazakhstan’s
most important strategic partner, with a trade turnover of nearly $20 billion in 2018 (Han 2019).
Beijing has also invested nearly $30 billion in Kazakhstan’s mining, energy, transportation,
and agricultural industries, and buys nearly 25% of the country’s oil production, with Italy, the
Netherlands, France, and other European countries receiving a reduced share (Le Corre 2018). The
major risk, according to Dosym Satpaev, a Kazakh political analyst and the Director of Kazakhstan
Risk Assessment Group, is Kazakhstan, like Kyrgyzstan, Tajikistan, or Turkmenistan, becoming
dependent on Chinese loans, since China already holds 40% of Kyrgyzstan’s external debt and is
its key creditor. The Chinese are big investors because they have both the capital and the desire
to invest, and because they are attempting to enter markets that are currently untapped, such
as agriculture and finance. Given China’s recent acquisition of Altyn Bank, there is a strong
likelihood that China’s financial presence in Kazakhstan will grow in the future. Services,
telecommunications, and innovation are fields wherein the Chinese are actively involved. Chinese
transnational and creative companies, such as Huawel, are currently being actively established
in China, as a result, there is a chance that in the absence of significant inflows of loans and
investments from other parts of the globe, Kazakhstan will be left with only one option for financial
loans and investments—China (Interview of author with Dosym Satpayev 2018). Thus, Kazakhstan
needs to find a strategy for dealing and profiting from its strong neighbors’ economic ambitions.

Another danger is the liberalization of Chinese companies’ access to Kazakhstan’s national
markets, which may result in local companies’ failure to compete with Chinese companies because
they would not be able to obtain cheaper credit. In 2016, for example, both Kazakh officials and the
expert group were opposed to transferring 51 joint enterprises in the mining, engineering and petro
chemistry sector from China at a sum of $26 billion (Zuenko 2018).

Integration in the context of this project is linked to interactions with the large Asian continent,
which will bring in migration and waves of people, especially from China, in addition to the flow
of goods. According to Azad Garibov, between 1993 and 1995, about 150 to 200 Chinese “tourists”
entered Kazakhstan per day. Of these, 30 to 50 did not return to China, probably because they
settled in Kazakhstan or migrated to other countries like Russia. Based on this, the government

of Kazakhstan claimed that approximately 130,000 to 150,000 Chinese illegally lived and worked
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in Kazakhstan between the early 1990s and the early 2000s. To combat illegal migration, Astana
tightened work permit and registration conditions for Chinese companies seeking to employ Chinese
employees by instituting a quota system. As a result, the number of illegal workers has decreased.
Between 2002 and 2005, 5,800 Chinese people were granted work permits in Kazakhstan,
accounting for 13% of all legal foreign labor. Kazakhstan's Ministry of Internal Affairs stated
that there were 25,600 legal foreign staff in Kazakhstan as of 2013, with 5,300 (or 23%) of them
being Chinese nationals. Despite the fact that the problem of illegal migration can be resolved, the
number of Chinese legal workers rose to 12,700 in 2016 (or 34.5%) (Garibov 2018: 145). As a result,
the expert group emphasizes Kazakhstan’s need to keep the migration situation under control. Also,
as Kazakhstan’s industry develops, Chinese technology will also participate, and once enterprises
are established, more Chinese workers will arrive posing a threat to the local workers’ livelihoods.

Furthermore, China will be able to strengthen its economic position and acquire advanced
technologies from all over the world as a result of this initiative. Kazakhstan will not have access to
these new technologies because it is merely a transit country. Therefore, Kazakhstan could be left
behind in the wake of China’s massive economic development.

Lastly, repayments to Chinese creditors pose a danger because they raise Central Asian states’
debt exposure to a single country rather than to a multilateral institution such as the IMF or the
World Bank. As a result, Kazakhstan must weigh all of the benefits and drawbacks of this massive
undertaking in order to maximize the benefits it can derive from this cooperation. Kazakhstan
will grow and strengthen only if it succeeds in considerably evaluating all the risks and challenges

regarding the “New Silk Road” project.

Conclusion

This paper introduces the EAEU led by Russia and the SREB led by China and analyzes the
benefits and risks brought by both integrations to Kazakhstan through quantitative data analysis.

In 2010, Kazakhstan, Russia and Belarus established the Eurasian Customs Union.
Kazakhstan hoped to increase industrial development by building a shared economic space with
Russia and Belarus, which would help minimize its dependence on oil and other natural resources.
Kazakhstan wanted to use the Eurasian Customs Union as a platform for economic diversification.
At the beginning of the 2015 EAEU, there was favorable impetus for a significant increase in
Kazakhstan’s exports to the market of the Union. Kazakhstan, however, was stuck on the road of
regression because Russian exports to Kazakhstan were largely concentrated in the agricultural
and non-agricultural, petrochemicals, and metals sectors; Kazakhstan needed the fresh start that
was brought by China’s leader, Xi Jinping.

In 2013, Xi Jinping proposed to build a SREB with Central Asian countries to open up the
transportation channel from East Asia to Europe. Since the transport route for goods to Europe
through Kazakhstan’s territory is the shortest and cheapest route, Chinese investors were eager to

invest in Kazakhstan’s transportation and logistics infrastructure. China also formed a $40 billion
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Silk Road special fund to concentrate solely on the financing of projects in which Kazakhstan plays
a key geographic role. As Kazakhstan’s largest trade partner, China relies on Kazakhstan’s help
in the implementation of the Silk Road project, and thus for both Kazakhstan and China, these
interests are mutually beneficial. However, there are risks for Kazakhstan in participating in the
SREB; the major risks are the possible dependence on Chinese loans and investments, the entry of
Chinese enterprises in Kazakhstan’s national markets, immigration, etc. Chinese technologies will
participate in the development of Kazakhstan’s industry, and once the enterprises are established,
Chinese workers will immigrate and threaten the livelihoods of local workers.

As a result of the above analysis, Kazakhstan faces both benefits and risks in joining both the
EAEU and the SREB. It was found that the new SREB brings greater benefits than the Russian-led
EAEU, but also brings higher risks. However, from the perspective of Kazakhstan’s diplomatic and
economic interests, the agenda of cooperation with China cannot be overturned; Kazakhstan needs
China as a counterweight to the influence of Russia and for the diversification of its oil routes. At
the same time, it also needs Russia to maintain and ensure the implementation of its balanced

multi-vector foreign policy.
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Comparing the Eurasian Economic Union to the Silk Road Economic Belt:
A Kazakhstan based view

NURGALIYEVA, Lyailya (Nagasaki University)

As regional and world powers, China and
Russia are in a position to make great political
and economic impact on the world, especially
on the countries that surround them. Central
Asia, as the center of Eurasia, has been greatly
influenced by China and Russia. Kazakhstan,
as the largest country in Central Asia, is the
only one that borders both China and Rus-
sia. Whether from a historical and cultural
perspective or from a political and economic
perspective, Kazakhstan has deep ties with
these countries. From a historical point of view,
Kazakhstan as one of the former Soviet Union’s
allies has a close relationship with Russia, and

now Russia regards Kazakhstan as its own

26

backyard. Besides, Kazakhstan and China have
had intermittent trade and cultural exchanges.
From a political and economic point of view,
Russia has established the Eurasian Economic
Union, hoping to integrate the economies of the
post-Soviet states. China, on the other hand,
has put forward the Belt and Road Initiative in
order to solve its political and economic prob-
lems, the areas of which cover all countries and
regions of Eurasia, and even include countries
and regions outside the continent. The pur-
pose of this study is to identify, in this context,
which endeavor is more beneficial for Kazakh-
stan: the Eurasian Economic Union or the Silk

Road Economic Belt.
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Evaluation of foreigners visiting Japan regarding Japan’s national brand image
— Focusing on social and personal evaluation —

In recent years, the importance of build-
ing a “national brand image” that forms part
of the soft power of the modern nation-state
has been increasingly recognized, and Japan
1s also highly interested in it. Japan’s national
brand image has always received top-class good
evaluations in surveys by western brand con-
sulting companies, but it is not always a good
evaluation when looking at the evaluations
of neighboring countries such as China and
South Korea. Under such circumstances, when
considering the evaluation of Japan’s national
brand image, it is necessary to perform a more
detailed analysis rather than simply analyzing
the ranking results. Focusing on this point, this
paper attempts to analyze the social and per-

sonal evaluations of foreigners visiting Japan

LEE, Hyo Yun (Hitotsubashi University)

in the evaluation of Japan’s national brand im-
age.

As an analysis method, I conducted a ques-
tionnaire survey of about 1,000 foreigners who
visiting Japan, divided them into eight regions
based on the collected cross-section data, and
analyzed the social and personal evaluations of
those regions. And it also conducted a compara-
tive analysis between those regions. Then, in
the national brand image ranking survey, I at-
tempted to consider a series of conflicts in East
Asia by analyzing not only positive evaluations

but also negative evaluation rankings.
Keywords: national brand image, soft power,

public diplomacy, personal evaluation, social

evaluation
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China’s “Reform and Openness” Policy and Initial Reforms in the Power Industry
— Focusing on “Raise Funds to Construct Power “ —

LIU, Gan (Hokkaigakuen Institute for Northeast Asia Studies)

Since 1978, China began to implement
the policy of “reform and opening up”. Due to
the “reform and opening up” , China’s socialist
economic development has been transformed
from the conventional planned economic sys-
tem based on national control, and various
reforms have been carried out. Among them,
the expansion of enterprise autonomy and the
reform of capital construction investment are
particularly important. In particular, the latter
has a significant impact on the reform of the

power industry. In the process of power indus-

58

try reform, it is called “raise funds to construct
power “. This paper makes clear its historical
significance by analyzing the reform policy.
Because this reform has had a considerable im-
pact on some subsequent reforms, and they are

closely linked.

Keywords: reform and openness, the reform of
capital construction investment, the expansion
of enterprise autonomy, the power industry,

raise funds to construct power
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International Political Theory in Contemporary China:
From Indigenization to the Founding of the “Chinese School”

CHEN, Yaoxu (Graduate School of Political Science and Economics, Meiji University)

This article provides an overview of the de-
velopmental process of theoretical research on
international relations (IR) in China since the
1980s, through the building of “Chinese school.”
IR theory in China has relied on Marxism-Le-
ninism since its founding in 1949. After the ex-
perience of suspension for more than 30 years,
finally, in 1980, the China National Association
for International Studies (CNAIS) was officially
launched in China Foreign Affairs University
in Beijing.

In the subsequent period, IR theories
from Europe and America were introduced to
China. Their impact can be seen in the experi-
ence of the “pre-theoretical stage” (1978-1990),

the “early period of theoretical learning stage”

74

(1991-2000), and the “deeply period of the theo-
retical learning stage” (2001-present). Mean-
while, more and more Chinese IR scholars have
been cautious wary about “America-centrism,”
advocating instead that a “Characteristic Chi-
nese theory” in IR should be constructed. In
this paper, the author will summarize these
characteristics — outlining the construction of
the “Chinese school” in relevance to IR — and
following with future research recommenda-

tions.

Keywords: Chinese school, IR theories in China,
Chinese traditional thoughts, Moral realism,

the theory of Guanxi.
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Solidarity of South Korea’s Political Parties:
From the Perspective of Candidate Selection Processes

This study seeks why major political par-
ties in South Korea since its democratization
in the 1980s have been volatile from the per-
spective of candidate selection processes. Most
South Korean political parties since the democ-
ratization in 1987 have been volatile and short-
lived while regionalism of Honam and Yeong-
nam regions have been sustained. Because the

regionalism offers the two major parties ‘safe

NAWAKURA, Akio (Meiji University)

seats’ in legislative elections, candidate selec-
tion inside the parties for the safe seats has
played politically crucial roles. Once incumbent
lawmakers are not selected to official candi-
dates, however, the parties have offered insuffi-
cient compensation such as non-paid local posts
to them. Those poor compensation is estimated
to contribute to encourage the volatility of

South Korea’s parties.
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