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Introduction

cioeconomic devel opment programs adopt-
ed in Turkmenistan 10 years ago while
Saparmurat Niyazov was still in power. Many

T he year 2010 rounded off many of the so-

! See: Strategy of Socioeconomic Transformationsin
Turkmenistan Until 2010; Development Program of the
Turkmenistan Oil and Gas Industry between 2000 and 2010;
Development Program of the Textile Industry Until 2010;
Development Program of the Cotton-Cleaning Industry
Until 2010, and so on.

observers were initially skeptical about the in-
dices these programs produced since they
seemed to present an exclusively rosy picture of
the situation in the country. For example, accord-
ing to the plan announced in 2001 by Minister
of the Oil and Gas|ndustry and Mineral Resourc-
es K. Nazarov, Turkmenistan should have pro-
duced 120 bem of gas and 48 million tons of oil
in 2010, while exporting 100 bcm and 33 mil-
lion tons, respectively. However, as the further
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datafor 2010 show, the actual figureswere much
more modest, primarily due to the unfavorable
market situationinrecent years. All the same, the
fact that such programs made it possible to for-
mulate the main priorities and vectors of devel-
opment, laying the foundation for perhaps not
such rapid but nevertheless stable growth, should
be given its due.

Although theworld crisisthat beganin 2008
did not directly affect Turkmenistan’s financial
system and the country recovered fromthe crisis
independently without any external financial sup-
port, the Turkmen leadership was nevertheless
faced with the need to thoroughly re-examineits
strategic plans. This primarily concerned adjust-
ing the reference points in the country’ s energy
policy. Thecrisisclearly showed that placing ex-
clusivepriority onthe export of energy resources
was fraught with serious economic risks, not to
mention thefact that it could well doom previous-
ly reached contracts and solemnly registered
agreements to remain on paper.

Asweknow, Turkmenistan ownslarge sup-
plies of natural gas, so the choice the leadership
made after the country acquired itsindependence
of placing the main stakes on the fuel and energy
complex asthe driving force behind all the other
branches of the national economy isentirely log-
ical andjustified. But it eventually became under-
stood that the country’ s large reserves of natural
resources might not only beagreat boon, but also
an enormous bane, mainly for the country’ sordi-
nary people.

The potential profitsfrom energy resource
export should have made the country prosperous
and raised the standard of living above the aver-

age, to say the least. According to the Turkmen
leaders, only a few circumstances, which re-
quired the mobilization of both foreign and do-
mestic policy efforts to overcome, prevented
economic prosperity from being achieved. First,
the existing gas- and oil-producing capacities
had to be modernized, the old gas pipelines re-
paired, and new routes for delivering energy
resources to potential consumers laid; and sec-
ond, agreements had to be reached with the con-
sumersthemselves. Asthe eventsof the past two
decades have shown, this was a far-from-easy
task: solvent consumersare along way off, while
close neighbors are also rich in energy resourc-
esand ready to put up competition at thefirst op-
portunity. Inthese conditions, the Turkmen lead-
ers (first Saparmurat Niyazov and then Gurban-
guly Berdymukhammedov) were very well
awareand arestill well awarethat only asophis-
ticated multi-vector energy policy and diversi-
fication of deliverieswill makeit possiblefor the
country to draw closer toitsdesignated goals. It
cannot be denied that the strategy of diversifi-
cation pursued has begun to bear fruit, and inthe
next decade the set tasks could be fully imple-
mented.

Despitetheslumpinthe market, many world
playersareinterested in strengthening their foot-
hold in Turkmenistan’s energy industry. In so
doing, its reluctance to become politically and
economically dependent in new ways on more
powerful playersisprompting the country’ slead-
ership to adopt what at times appear to be unusu-
a waysof organizing public lifeand managing the
national economy, whichisoften criticized by the
world community.

The Macro Economy

In 2010, high GDP growth continued to be observed in Turkmenistan, which according to offi-
cial dataamounted to 9.2%. Announcing thisfigure when summing up the year-end returns, President
Gurbanguly Berdymukhammedov noted that the active policy of diversification of the economy and
of the energy resource delivery markets has had a positive influence on economic development as a
whole. Foreign investments have increased. Inflation has decreased to 0.1%. A stable exchange rate

is being maintained in the country.
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Theofficial viewpoint on the country’ s economic progressisalso very optimistic. “If we aretalk-
ing about the positive changesin the country in general, aninteresting and graphic fact can be presented.
Whereas, for exampl e, the share of agriculturein GDP used to amount to almost 40%, today it hasdropped
t0 10%, i.e. decreased four-fold, whilethe share of industry and construction hasrisen almost three-fold,
congtituting almost 60% of GDP today,” noted Berdymukhammedov.2

Observersof thelnternational M onetary Fund mission also forecasted anincreasein Turkmenistan’s
GDPin 2010 of no lessthan 8.1%. In their opinion, the creation of the Stabilization Fund formed from the
state budget surplus of recent years, the amount of which is currently more than 16% of GDP, has had a
positive effect on the economic situation in Turkmenistan in the context of the global financia crisis.

Assessing the information coming from Turkmenistan, we must agree that in the past few years
certain changes for the better have occurred in the country. The country has turned into one huge
construction site. Whereas under Niyazov construction costing tens of millions of dollarswas carried
out, now we aretalking about hundreds of millionsof dollars. Nevertheless, Turkmenistan’ seconomy
isstill closed and not easy to understand. For example, official statisticsare extremely fragmented and
non-transparent, whereby frequently interspersed with redundant information. M ost of the macroeco-
nomic indices are given in relative terms and percentages. The country’s budget shows only the gen-
eral figures for the revenue and expenditures.

Table
Macroeconomic Indices
@ D
N
Growth rate of GDP in comparable prices, % n/a 109.2
Composite consumer price index
(December 2010 in terms of December 2009), % n/a 104.77
Investments in basic assets, million manats 28,465.3 114.1
Foreign trade turnover, $m 17,882.8 97.6
Export 9,679.2 103.8
Import 8,203.6 91.2
Foreign trade balance, $m 1,475.6 n/a
Average monthly wage, manats 707.5 112.1
Execution of state budget for 2010 In % to the set task
Revenue 125.1
Expenditures 92.2
/S ource: Datafrom the website of the Turkmenistan State Statistics Committee. )

N\ >

In 2010, Turkmenistan’s per capita GDP in terms of PPP (purchasing power parity), according
to the UNDP Human Development Report (2009-2010), amounted to $7,052. According to the hu-

2 See: [http://www.regnum.ru/news/polit/1348500.html#ixzz15yiul 145].
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man development index, Turkmenistan heads the group of countries with an average level of human
devel opment (Turkmenistan occupies 87th place and China 89th, while on thelist of countrieswith a
high level of human development, Belarus, Russia, and Ukraine occupy 61st, 65th, and 69th places,
respectively, and Albaniaranks 64th).

Asinthe past, the citizens of Turkmenistan receive prescribed allowances of certain consumer
goods and services free of charge, such as gas, electricity, water, table salt, gasoline, and diesel fuel.
The regulated prices of other goods and services have remained at the same level for more than 10
years now, including above-limit consumption of electricity and gas. The only exception isthe price
of above-limit (morethan 120 litersamonth) consumption of gasolineand diesel fuel, aswell aspublic
transportation fees (including domestic air flights) which haverisen slightly, but still remain relative-
ly low. However, according to many assessments by Western experts, the standard of living of the
population remains extremely low, although Turkmen live better than the citizens of other Central
Asian countries (Kyrgyzstan, Tajikistan, and Uzbekistan).

Asfor agriculture, the government assesses 2010 as the most propitious year since the country
gained itsindependence in 1991. In 2010, for thefirst time in many years, approximately 1.4 million
tons of wheat were gathered (with a plan of 1.6 million) and 1.3 million tons of cotton. The cotton
harvest, as Gurbanguly Berdymukhammedov reported, “greatly exceeds the needs of the country’s
industrial enterprises.” Theofficial authorities seethe bumper harvest asanatural outcome of thereforms
carried out in the country’s agroindustrial complex, i.e. the higher purchasing price of the produce
yielded by dehkan farms, the more advantageous loans they are offered, and the improvement inin-
frastructure. Nevertheless, it is too early to talk about a steady trend in good harvests. According to
different assessments, Turkmenistan's demand for grainisevaluated at 2 million tons, so the country
will have to import wheat as before. Asfor the cotton industry, the country’ s leadership has set local
textile manufacturers the task of fully processing al the cotton produced in the country in the future.
According to official data, the government has invested more than $1 billion in the development of
thisindustry, $300 million of which are foreign (including Turkish) investments. The government of
Turkmenistan plansto raise the volume of investmentsin theindustry to $2 billion by 2020. It should
be added that in November 2010 the price of cotton onthe New Y ork stock exchange reached arecord
$1.3863 per pound, which is about $3,049 per ton.

On 1 January, the minimum wage in Turkmenistan was 598 manats (around $205), while work
pensions amounted to between 120 and 532 manats ($50-180). The price of food has also increased,
aswell asthe feesfor services rendered the population.

The Energy Industry and
| nvestments

However, many observers are not so optimistic in their assessment of the economic situationin
the country. The shrinking of the world energy resource markets as aresult of the 2008 crisis dealt a
hard blow to the state budget and threatened the disruption of several ambitious projects. According
to Gazprom, the Russian gas holding bought only 10 bcm of gasin 2010 in Turkmenistan instead of
the 30 bcm envisaged by the contract, which certainly had a negative effect on currency receipts.
According to different data, approximately 40-45 bem of gasand morethan 10 milliontonsof oil were

3 See: [www.undp.org/publications/hdr2010/en/fHDR_2010_EN_Compl ete.pdf].
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produced in 2010.* There can be no doubt that any further increase will be related to the reexamina-
tion of export contracts.

Aswe know, the country’s main source of wealth isits vast gas reserves. According to British
Petroleum, Turkmenistan occupies 4th place in proven gas reserves (8.1 tcm)?®; according to official
Turkmen data, explored reserves amount to 24.6 tcm. The vicissitudes of the country’ s domestic and
foreign policy arerevolving precisely around these reserves, primarily with respect to issuesrelating
to the search for and diversification of energy resource delivery routes beyond the country.

The onset of gasdeliveriesto Chinain 2009 became an important event, since completion of the
first section of this gas pipeline was a breakthrough for Turkmenistan in overcoming its monopoly
dependence on Russia and was also declared agreat benefit for China, which isinincreasing need of
energy resources. However, these expectations proved premature and Turkmenistan’s hopesfor sig-
nificant swelling of the state and near-state treasury are still in vain. In 2010, no more than 5 bcm of
gasweredelivered to China, and afurther increasein deliverieswill also occur very gradually. But it
isobviousthat Chinanever intended paying ahigh price for Turkmen gas. Although specificitemsin
the gas contracts have not been disclosed, according to unofficial data, the Russian price of one cubic
meter of gasisabout $60-80 higher than the Chinese. And Turkmenistan will be paying for the multi-
billion loansit received earlier from Chinaout of the revenue it obtains from deliveriesto the Celes-
tial Kingdom: evidently the Turkmen leadership is beginning to appreciate the strength of China's
friendly arm, which preferstotightly squeezeits partner by the throat. Berdymukhammedov’ svisit to
Chinaon the eve of the opening of the Shanghai exhibition did not evoke arisein export gas deliver-
iesin the near future, whereby the Chinese side has not been rushing to issue new loans either. Nev-
ertheless, the sides confirmed their interest in strategic partnership. For example, in June, during a
visit by He Guogiang, a member of the Permanent Politburo Committee of the Chinese Communist
Party Central Committee, to Ashghabad, the sides agreed to build the second section of the Turkmen-
istan-Chinagas pipeline, which will makeit possibleto increase deliveries of Turkmen natural gasto
the PRC in the future above the previously specified 40 bem. In September, the Bagtyiarlyk gas com-
pressor station was put into operation, which should become an important part of the gas transporta-
tion system in the direction of China

Turkmenistan presented alarge and diverse exhibit at the world EXPO-2010 exhibition in Shang-
hai (the PRC). Along with carpets, books, and video clips about Turkmenistan, the exhibit consisted
of stands presenting the achievements of the country’s state oil and gas companies. The Ministry of
the Textile Industry, the Ministry of Public Health, the State Committee of Tourism and Sport, and the
Ashghabad Model House also demonstrated their achievements.

Despite the vicissitudes in the gas industry, increased interest in Turkmenistan is being shown
not only by large international companies, but also by smaller companies. Thisinterest is partly due
to the fact that Turkmenistan has been able to survive the financial crisis without outside assistance.
For example, on 1 February, an International Turkmenistan Investment Forum and an exhibition of
Turkmen commodities opened in the capital of the United Arab Emirates. This was the first time
Turkmenistan had carried out this kind of undertaking aimed at broad publicizing of its economic
achievements. Members of the government, many other high-ranking leaders, and top managers took
part in the forum on the Turkmen side. According to the official statement, the main task of the first
Turkmenistan Investment Forum abroad wasto attract foreign investments and rai se the export poten-
tial of such branches of the country’ s economy asthe oil and gas sector, the energy industry, the tex-
tile industry, transportation, telecommunications, construction, the agroindustrial complex, and the
water industry.

4 See: [www.oilnews.com.ua/news/article6630.html].
5 See: BP Statistical Review, 2010.
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From 17 to 19 November, the 15th International Oil and Gas of Turkmenistan-2010 Exhibition
was held at the Ashghabad Exhibition Complex, in which, along with national state concerns such as
Turkmengaz, Turkmennebit, Turmenkhimia, the Turmengeol ogia State Corporation, and Turkmen-
bashi Oil Refinery Complex, more than 160 foreign participants also took part, including Petronas,
Dragon Oil, Wintershall, Bentec, Gazprom, TMK, Stroitransgaz, Tatneft, Integra, Komatsu LTD,
Technip, and others.

The Prospects for
New Gas Pipelines

Aninternational conference called “The Oil and Gas Industry of Turkmenistan: Today, Future
Development, and International Cooperation,” which drew around 700 delegates, including many
executives from Europe and the Middle East, as well as the heads of the leading foreign oil and gas
companies, was held right after the exhibition in Ashghabad.

Themain topic of thisinternational conferencewasfurther diversification of deliveriesof Turk-
men energy resources. Based on the new data of geological surveys, since Gurbanguly Berdymu-
khammedov cameto power, Turkmenistan has stepped up itsactivity in thisvector and been conduct-
ing an extremely tight and pragmatic policy. In addition to the existing routes to Russia, China, and
Iran, Turkmenistan is actively probing the possibility of gas deliveries within the framework of two
other projects: Nabucco and TAPI.

Speaking at the conference, Vice Premier of the Turkmen Government B. Khojamukhamme-
dov (whoisresponsiblefor fuel and energy complex affairs) said that the country isready to deliver
40 bem of gasto Europe every year (in addition to Russia, China, and Iran).® EU representative, Am-
bassador Norbert Jousten, said at the same conference that the EU regards Turkmenistan asareliable
new potential partner in energy resourcedeliveries. In hiswords, the EU clearly understandsthat Turk-
menistan could become the main gas supplier for the European Union, while European companiesare
willing to buy gas on the border of Turkmenistan and organizeitstransportation to the European markets.
He also emphasized that in the event of successful energy cooperation between the EU and Turkmen-
istan, the latter would gain a“mature, attractive, and growing energy market for itsgas.” At the same
time, another EU representative, Chairman of the Gas Working Group of the Council of European
Energy Regulators Walter Boltz said that the European Union was counting on Turkmenistan assum-
ing responsibility for delivering the necessary amount of gas before Europe acquired the correspond-
ing gas transportation infrastructure. He emphasized that Turkmenistan, which has already entered
contracts for gas delivery to Russia, Iran, and China, should guarantee the amounts of gas Europe is
interested in.”

Despitethe skeptical attitude of many experts, primarily Russian, about the prospectsfor Nabucco,
particularly in the context of the agreements with Russia about building a Caspian gas pipeline, this
project could well be implemented in the mid term. In contrast to Russia, which has been earning
exclusively on the subsequent resale of Turkmen gas, Turkmenistan will acquire areal consumer in
the form of the EU, which will also try to reduce its dependence on gas deliveries from Russia.

Recognizing such prospects, in 2010, Turkmenistan began using its own fundsto build amajor
East-West trans-Turkmen gas pipeline with a capacity of 30 bcm for delivering gas from its eastern

6 See: [http://www.regnum.ru/news/polit/1355719.html].
7 See: [http://www.k2kapital.com/news/421280/].
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fieldsinthewesterly direction. After this project isimplemented (it is presumed that the pipeline will
take around 5 years to build), Turkmenistan will have the ability, depending on demand, to move
additional volumes of raw hydrocarbons in both the westerly and easterly direction.

Asfor possible obstaclesto implementing the Nabucco plans dueto the unresolved status of the
Caspian among the five Caspian countries, when talking at the third summit of the Caspian statesin
November 2010 in Baku, the Turkmen leader announced that the Trans-Caspian pipeline might be
built with the consent of his country and Azerbaijan, without taking into account the gas interests of
the other littoral states—Russia, Iran, and Kazakhstan.? Also, referring to the raw material base for
the project of the Nabucco gas pipeline, the Turkmen prime minister said: “As early as 2011, Turk-
menistan will need a market for the gas produced offshore by Malaysia' s Petronas Company in the
amount of five billion cubic meters.”®

In 2010, the Turkmen side hel ped to ensure the accelerated processing of questions relating to
building the TAPI gas pipeline. Several meetings of the Technical Working Group for the Turkmen-
istan-Afghanistan-Pakistan-India (TAPI) gas pi peline project, attended by leading specialistsfrom all
the participating states of this transnational project, as well as representatives of the Asian Develop-
ment Bank, were held during the year, and with particular frequency between August and December.

Asaresult of intensive efforts, the sides managed to coordinate the main technical and commer-
cial parameters of the future gas pipeline and natural gas delivery conditions and begin preparing the
final version of an intergovernmental agreement on building the TAPI gas pipeline. The renewed in-
terest inthis project ismainly prompted by the annual growth (around 10%) in the demand for energy
resources in India and Pakistan.

While working on the agreement, the Pakistani side held a presentation on ensuring security of
the gas pipeline project in the territory through which the future pipeline will pass. In turn, the Turk-
men side furnished potential buyerswithinformation about the resource base of the natural gasfor the
TAPI gaspipeline.

Asweknow, the Asian Devel opment Bank financed drawing up thefeasibility report of thisproject
in 2005, the cost of which is estimated at $7.6 billion. The length of the pipeline will be 1,730 km,
beginning from the gas delivery point in Turkmenistan (the Dovletabad field) to the popul ation settle-
ment of Fazilkain Indiaon the border with Pakistan. The capacity of the pipeline will amount to ap-
proximately 33 bcm of gasayear, up to 14 billion of which will go to Pakistan and India, and 5 billion
will goto meet Afghanistan’ sneeds. If construction beginsin 2011, the pipeline might be ready by the
end of 2015.

On 13 December, a summit of the leaders of the project’ s participating states was held in Ash-
ghabad, during which the presidents of Turkmenistan, Afghanistan, and Pakistan, and an Indian min-
ister signed an intergovernmental agreement on building a trans-Afghan gas pipeline (TAPI). The
framework agreement on the gas pipeline among the governments of Turkmenistan, Afghanistan,
Pakistan, and Indiawas signed by the branch ministers of the four countries. At the sametime, it was
agreed that the other documents would be drawn up and signed in the first six months of 2011. The
main question, as always, is the price of the delivered gas.

Despite the important political and economic significance of this project, many experts justifi-
ably doubt it will actually beimplemented: the pipelineroute passesthrough vol atile areas on the border
of Afghanistan and Pakistan. There are no precise dates for beginning the project and the transit fees
have not been determined. However, even moreimportant, it isnot clear who will finance the project

8 See: [http://belarus.regnum.ru/news/1356421.html]; Russiain the Post-Soviet Expanse: Y ear-End Returns for 2010,
available at [http://kavkaz.ge/2010/12/21/regnum-rossiya-na-postsovetskom-prostranstve-itogi-2010-goda/], 21 December,
2010.

9 See: [http://www.regnum.ru/news/polit/1355719.html].
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and in what amounts, or who can guarantee security of the pipeline and how, particularly since its
construction promisesto beextremely difficult. Itishighly likely that the consortiumwill haveto come
totermswith the Taliban, giving some of the revenueto thetribeleadersin return for their promiseto
guard the pipeline in the sections that pass through their territory.

Nevertheless, this project has positive potential for the entire region. First, laying agas pipeline
through Afghanistan could become an important factor in strengthening the intra-Afghan dialog and
promote an increase in trust among all the sides, as well as help to boost the country’ s economy and
build international cooperation.

Washington isalso supporting the project, which wasannounced by U.S. State Secretary Assist-
ant for Central AsiaSusan Elliotin November at a conferencein Ashghabad. She said that the project
still hasalong way to go, but the benefit from it could prove enormous. It will make a contribution to
Afghanistan’ sdevelopment and provide the necessary energy resourcesfor the growing economies of
Pakistan and India.*?

Another reason for U.S. support isits interest in Islamabad and Delhi satisfying their energy
hunger by means of Turkmen gas rather than Iranian. Tehran has been lobbying the Iran-Pakistan-
Indiagas pipeline project for several yearsnow. Although Russiaisnot participating in the project, its
implementation is playing into Moscow’s hands. Priority implementation of TAPI could draw off
resourcesand lower Ashghabad’ sdesireto join the Trans-Caspian gas pipeline project which will make
it possible to transport Turkmen gas to Europe bypassing Russia. TAPI’ s achievements cannot help
but please Moscow. But Russian Vice Premier Igor Sechin’s statement that “ Gazprom iswilling to
participate in TAPI as a contractor, as an engineering company, and as a participant in the consorti-
um” aroused an acute responsein Turkmenistan’ sMinistry of Foreign Affairs. Ashghabad announced
that “the participation of companies from other states that are not participants in the project is the
prerogative of the countriesinvolved in the project.”**

Cooperationwith Iranin the gas sphere has a so been continuing on apositive note. On 28 Novem-
ber, a ceremony was held in Serakhs in the southeast of Iran to launch the operation of the Iranian
branch of a gas pipeline that will transport Turkmen gas. The Khangeran-Sangbast branch of the gas
pipeline was built for hooking up to the Dovletabat-Serakhs-Khangeran gas pipeline that went into
operation in January 2010. Thisisthe second route for delivering Turkmen gasto Iran. Thefirst gas
pipeline, Korpeje—Kurt-Kui, was put into operation as early as 1996 in the west of Turkmenistan. Both
gas pipelines are capable of increasing the annual deliveriesto Iran to 20 bcm of gasayear. Thelra-
nian Ministry of the Oil Industry announced in April 2010 that beforethe end of 2010 theannual volume
of Turkmen gas import would increase to 40 mecm compared to 32 mcm.*2

Turkmenistan-Russa

Asfor relations with Russiain 2010, fuel and energy complex issues continue to be the main
topic in the dialog between the two countries. On 9 January, deliveries of Turkmen gas to Russia
were revived, although the volume of deliveries, as mentioned above, amounted to 10 bcm, which
is 3-4-fold lower thanin previousyears. According to unofficial information, the average annual price
of Turkmen gas for Gazprom amounts to $200-250 per 1,000 cu m. Although during the numerous
meetings, Russian and Turkmen officials pledged their adherence to previously reached agreements

10 See: [http://www.rosbalt.ru/2010/12/13/800006.html].
1 See: [http://www.turkmenistan.ru/ru/articles/35358.html].
12 See: [http://www.capital .trendaz.com], 27 November, 2010.
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on cooperation in the fuel and energy sphere, Russiamade it clear that due to the current situation in
the Western gas consumption market there was no point in hoping for an increase inimport volumes.
Thefate of the Caspian pipeline hasbecomedirectly dependent on the European gas situation, prompting
the sides to postpone its implementation.

The Russian side stated positively that trade relations would continue to be activated, in partic-
ular, Russian-Turkmen and Turkmen-Russian trade houses have been established in Moscow and
Ashghabad, and Turkmen-Russian and Russian-Turkmen business councils have been actively work-
ing during theyear. In 2010, the Russian-Turkmen Commission for Economic Cooperation continued
to function. On the Russian side, the commission is headed by Russian Vice Premier Viktor Zubkov,
and on the Turkmen side, by deputy chairman of the Cabinet of Ministers, Turkmen Minister of For-
eign Affairs Rashid Meredov.

In 2010, more than 120 joint projects and contracts were implemented in Turkmenistan for a
total of around $1 billion, including with the participation of such Russian companies as Silovye
mashiny, KAMAZ, ltera, and Mobilnye telesistemy. A total of 138 Russian-Turkmen joint ventures
are operating in the Turkmen market. On 2 November, during asitting of the intergovernmental Rus-
sian-Turkmen Commission on Economic Cooperation, documents were signed that will make it pos-
sibleto begin full-scaleinternational rail and ferry travel between the ports of Makhachkalaand Turk-
menbashi.*®* The sides examined the possibility of organizing deliveries of agricultural technology to
Turkmenistan by incorporating the potential of Russia’ sRosagrolizing Company. Viktor Zubkov highly
appraised the positive dynamics of cooperation in education and science. In 2010, the number of sti-
pends granted to Turkmenistan for study in Russian higher educational institutions increased from
275 to 317. During the commission’ s work, the sides agreed on the need to develop tourist relations
between the countries, which might help to alleviate the tough visa regime.

Nevertheless, despite the fact that over the past few yearsapositivetrend has been designatedin
bilateral economic trade, humanitarian, and cultural relations between the two countries, observers
note signsof cooperation curtailment. The decrease in export of Russian gasto Europe, accompanied
by the worsening of the financial state of Russian energy companies (including Gazprom), the haltin
gas purchases in Turkmenistan, and Turkmenistan’ s active stepsto diversify itsforeign relations are
al ultimately undermining Russia’ s position in Turkmenistan. The situation with the MTS Company
isapertinent casein point.

On 21 December, the Turkmen side revoked the license of Russia's M TS mobile phone opera-
tor, which had been successfully working in the country for five years. MTS had more than two mil-
lion customersin Turkmenistan. Thereason for this step, according to unofficial data, wasthe desire
of the Turkmen side to obtain alarger share in the business (51% of the shares) and revise the profit
redistribution conditions. Prior to this, management had been entirely in the hands of MTS-Barash
Communications, although a representative of the Turkmen side was also one of the managers. In so
doing, profit wasdistributed not in correlation with the share of the owners, but under aseparate agree-
ment, according to which the Turkmen side received 30-40 percent.

Inadditionto MTS, anational provider—Altyn Asyr—operatesin Turkmenistan, with aclien-
tele of around only 20,000 due to the poor quality of communication and underdevelopment of the
service complex. Curtailment of the mobile operator’ s activity right before New Y ear came asavery
unpleasant surprise for many Turkmen and provoked stampedes at Altyn Asyr’s offices. But the na-
tional mobile phone operator does not provide servicesbeyond the country. Altyn Asyr userscan only
send and receive text messages within the country, international text messages and callsare of f limits.
Itisimpossibleto call or send messages beyond Turkmenistan, the company does not have aroaming
contract with any mobile phone company in the world.

13 See: [http://mpaButenberBo.pd/docs/12817/].
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Conclusion

The situation with the Russian MTS company is very indicative for the investment climate in
the country, which is characterized by the lack of clear regulations and high risks.

Asduring thetime of Saparmurat Niyazov, the Turkmen leadership hasavery selective approach
to choosing its partners. Business can usually only be carried out in the country under personal agree-
ments with high-ranking officials. Thisis related primarily to the fact that the main sectors of the
economy, industry, construction, and agriculture are kept under strict government control. According
to the economic freedom index popular in the West prepared by the Heritage Foundation and Wall
Street Journal, Turkmenistan ranked 171 out of 179 countriesand wasrecognized as“mostly unfree.” 4

On the whole, 2010, aroundup year of the first decade of the 21st century, was successful for
Turkmenistan. But the energy vector of the economy and dependence on the fluctuations in the mar-
ket situation created by Turkmen gas consumers make the overall socioeconomic situation very vul-
nerable and require constant effortsfrom the country’ sleadership aimed at |ooking for new approach-
es to the rapidly changing energy dialog. In these conditions, the Turkmen leadership will have to
resolutely defend its national interests while adapting to the new challenges.

14 See: [http://gtmarket.ru/news/state/2010/01/21/2487).
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