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20 YEARS OF INDEPENDENCE OF THE NEW CENTRAL ASIAN AND CAUCASIAN STATES 

 

CENTRAL ASIA/CAUCASUS: MARKETS THAT ARE NOW MATURE  
IN A REGION WHERE GLOBAL SAFETY IS AT STAKE 

 
The empire did not explode 20 years ago. It was its center, Moscow, that imploded. The title of a 
book written by a famed member of the French Academy will be long remembered, but her 
premonition was based on an assumption that has since been invalidated. While the Caucasian 
cauldron did bubble at the end of the 1990’s, the Federated States of Soviet Central Asia were 
actually handed an independence they had never known rather than conquering it. Twenty years 
later, the outcome is naturally wide-ranging and the outlook is rather favorable. This region, which 
was defined implicitly 20 years ago as part of the collapse of the USSR, has now become strategic 
for all the leading players on the international stage. And more especially for France. 

In the Soviet era, the Central Asian and Caucasian countries had a relatively homogeneous standard 
of living, though their respective economies showed different levels of development. The “pooling” 
implemented by Moscow erased differences in potential, resulting mainly from the resources 
beneath the soil.  The sudden implosion of the Soviet Union saddled each of the eight countries in 
the region with responsibilities for which no transitory period had prepared them. In political terms, 
the noticeable difference between the two shores of the Caspian Sea lay in the fact that the 
Caucasian republics had already known independence as States: Georgia, in the distant past, and the 
three countries of South Caucasus more briefly, at the collapse of the Tsarist empire. This was not 
the case for the States of Central Asia, which were the fruit of a series of territorial carvings that only 
made sense from a Soviet standpoint. Aside from Turkmenistan, which is ethnically relatively 
homogeneous, all the other States were and remain a mosaic of peoples aggregated around a 
dominant ethnic group that gave the country its name. 

These past 20 years were not quiet times, though the outcome seems relatively positive today 
compared, for example, to the process in African countries. The high level of education of the 
populations, the existence of a relatively efficient administration and well trained political cadres, 
combined with the generosity of nature, are the main explanations of this relative success. Twenty 
years later, Russia comes across as the main loser of the process it generated. From world power, it 
has fallen to a more regional status. Its territorial integrity is threatened by the separatist conflicts in 
Northern Caucasus, and its average GDP per inhabitant barely reaches the level of the 1990’s. The 
comparison with Caucasus and Central Asia, where none of the countries lost ground as a result of 
the 2008 meltdown, is much to the advantage of these new States. 

Still, the beginnings weren’t facilitated by the chaos that engulfed the former administering power. 
Not only was the process not supported. In fact, Moscow exacerbated the shock in 1993, more 
through incompetence than bad will, when it unilaterally terminated the role of the ruble as the 



common currency. This hurt financial and economic relations, with all parties losing out. Each State 
definitely understood that no future could be built around an unstable, unreliable Russia. Five years 
later, as they were still barely stabilized, the new States were hit by the financial crisis of 1998. This 
was especially painful for IMF-compliant countries that had done the most to open up their 
economies, such as Kazakhstan.  

But the war was not just economic. It broke out between Armenia and Azerbaijan from the moment 
they gained independence, and today it still threatens the stability of Caucasus, even more than the 
armed status quo between Georgia and Russia. As for Central Asia, it suffered from the mafia-ethnic 
problems in Kyrgyzstan and more importantly from the civil war in Tajikistan – 130,000 dead – that 
the country is still struggling to move beyond. Iran believed it could expand its influence in the region 
by controlling the only Persian-speaking country, but fortunately it has since abandoned any hopes of 
conquering policy. Political Islam was initially propagated by radical Turkish movements, but the field 
has now been claimed by Middle-Eastern Wahhabi fundamentalists. 

 

The gap has widened between well-endowed countries and the others 

If we examine the economic and social situation, the first observation is indeed the growth of 
inequalities, both internally and between each State. Whatever the economic policy implemented, 
the result is the same: only countries that are rich in natural resources have made out well. 
Kazakhstan, which accounts for two-thirds of the region’s GDP but just one quarter of its population, 
is the country with the most diversified mineral resources in the world. In Caucasus, Georgia and 
Armenia did not recover their average standard of living per inhabitant of the 1990’s, whereas in 
Azerbaijan it has doubled. In Central Asia, the economies of Tajikistan and Kyrgyzstan were 



devastated by the dislocation of economic ties in the post-Soviet space and ethnic civil wars. The lack 
of hydrocarbons seriously compromises their medium-term growth outlook. In the meantime, their 
main export receipts – and for Armenia as well – consist of revenue from their expatriate workers, 
mainly in Russia. Today, the cumulated GDP of the four poorest countries in the region (Georgia, 
Armenia, Tajikistan and Kyrgyzstan) is roughly half that of Azerbaijan alone, which has half the 
population of those four countries combined. Aside from Azerbaijan, the highest levels of growth 
have been posted by Kazakhstan, which grew its GDP in constant value by 1.5, and Turkmenistan, 
where it grew by 2.5.  These countries have maintained two-digit growth rates over a prolonged 
period. To summarize, over the past two decades the post-Soviet States break down into two 
categories: those that benefited from their “raw materials” income, and which represent real 
markets, and those that struggle to make ends meet, regardless of the policies implemented. The 
region has not yet produced its Switzerland or Dubai. And there is no chance of this happening 
without a bare minimum in regional cooperation. 

More a mosaic than a homogeneous market 

This is the main paradox in a region where all the States came from the same system, but made sure 
first and foremost to isolate themselves from their ancestral neighbors, jealous of their new state 
attributes. The existence of various administrative, legal and fiscal constraints and the insufficient 
means of interregional transportation make this region not a homogeneous market, but a mosaic of 
markets with unequal potentials and levels of accessibility. The environmental, social and economic 
losses resulting from this lack of regional cooperation have not yet been fully understood by the 
leading elites.  Kazakhstan’s joining of the customs union already consisting of Russia and Belarus is a 
perfect illustration of the attraction exerted by the neighboring powers of Russia, China and Turkey. 
Today, regional cooperation is an absolute necessity that extends well beyond the environmental 
issues of the Aral Sea. Water management between the two hydraulic powers of Kyrgyzstan and 
Tajikistan sometimes creates strong tensions, as seen with the Rogun dam project in Tajikistan, which 
is a great cause for concern in Uzbekistan. More seriously still, the non-existence or at least weakness 
of regional cooperation has facilitated the development of international drug trafficking, mainly from 
Afghanistan. The growth of the Islamic threat, which now affects all of these countries to varying 
degrees, will probably force governments in the short term to coordinate their security policies and 
move beyond the current simple intelligence sharing between national secret services. The Western 
drawdown in Afghanistan, which will be completed in 2014, has generated a wave of concern that 
can be felt all the way to Russia. In 20 years, the ex-Soviet borders have become porous and their 
defense needs to be completely rebuilt. 

Twenty years of independence 

In the end, 20 years of independence have led this region with its common past towards steady 
differentiation. Georgia, which views itself as the most European country in the region, lost a quarter 
of its territory as the result of a provocation it engineered that ended in a complete fiasco. The 
separatist regions won’t return until the wounds have healed and they can find a place for 
themselves in a Georgia that could become a tourist destination and a financial center. The country 
has assets. Its leaders need to understand that geography is an objective reality. Neighboring 
Armenia is experiencing just the opposite: it occupies part of the land of its neighbor. Despite the 
positive image it enjoys, especially in France, time is not on its side. Azerbaijan has experienced one 



of the highest growths in the world the past few years, and the discovery of new reserves will make it 
a major supplier of gas to Europe. Its GDP is seven times as high as that of Armenia, whose main 
source of revenue comes from its diaspora. For a European company, working in Armenia is 
equivalent to getting blacklisted in Azerbaijan. Most large corporations will think twice… As for 
Azerbaijan’s military budget, it is now the largest in the region (not including Russia and Iran), but it 
only represents a real market for Russia and Israel due to the European embargo. On the other side 
of the Caspian Sea, Turkmenistan cultivates its originality by sporting a neutrality that can make the 
country seem out of time and space. Nevertheless, it remains a key country in the region and a large 
market where French companies are on a par with German firms (see box).  On its northern border, 
Uzbekistan struggles to maintain its status as the historic crossroads of Central Asia, despite a 
dominantly large population.  The Soviet heritage left it with the most diversified economy of the 
region. Today, its main challenge is to provide jobs for a large, young population, while its natural 
resources are limited and its industry has become obsolete. Historically, Islam is more entrenched 

here than in the neighboring countries with their nomadic traditions, 
and slow growth, coupled with a sense of political standstill, fuels a 
growing feeling of dissatisfaction and a rise of radicalism, in particular 
in the Ferghana Valley, which is susceptible to Wahhabi influence. The 
low level of French trade with this country is quite inconsistent with 
the objective potential for cooperation. Our companies should be 
much more widely represented in the water, electricity production 
and uranium sectors. At the highest levels, there is no political will to 
loosen the Chinese grip that will increasingly weigh on the sovereignty 
of this country. On the other hand, in neighboring Kazakhstan, which 
has become France’s strategic partner over the past few years, there 
is no lack of such political will. The French and Kazak Heads of State 
and Prime Ministers meet several times a year. Flagship industrial 

firms are developing large-scale projects there: Total with Kashagan and Khvalynskoe, Alstom with 
the production of close to 300 locomotives and the capital’s tramway, Areva, which produces its 
largest quantities of uranium there, Thales in military 
communication, and EADS, which produces helicopters and satellites. 
Along with these large industrial projects, an increasingly diversified 
network of small and mid-size French businesses is emerging. Yet 
gaining access to this essential Central Asian market is not easy. 
Attempting to create a dense industrial fabric creates major 
constraints for exporters: it implies technology transfers, industrial 
and social investments, and local content, particularly regarding 
labor. A target market, Kazakhstan continues to attract 80% of all 
foreign investments in Central Asia. Its GDP per inhabitant is close to 
$10,000, which puts it on the same level as Russia.  Yet over the past 
year, a high level of discontent has appeared among a section of the 
population that feels frustrated by the very unequal distribution of 
the fruits of growth.  The twentieth anniversary of its independence was marred by labor riots led by 
oil workers in the western part of the country. The repression left dozens of people dead. The 
steadily increasing number of suicide bombers bears witness to a growing despair that is exploited by 



Islamist movements whose support bases are in Russian Caucasus. The government seems to have 
understood the threat that this represents for national cohesion and the image of harmony the 
country seeks to portray abroad. The President made a series of stunning dismissals, including his 
son-in-law, who was being primed to succeed him. The policy implemented by the government after 
the legislative elections of January 15 should involve a greater focus on reducing inequalities and 
more dialog with civil society. The arrival of the opposition in parliament is a step in this direction. In 
any event, President Nazarbaeïv’s succession seems to have been put on hold. 

Twenty years after independence, what is the situation and outlook for the French presence? The 
new era started well with the 1994 visit of President Mitterrand, the first European head of state to 
travel to Central Asia. The reasons behind this visit were probably mainly due to the President’s 
cultural and political interest in an emerging region whose history fascinated him. In the end, the visit 
significantly strengthened the French economic presence, which was just budding at the time. 
Unfortunately, this was followed by 10 years of disinterest on the part of the French authorities. At 
that time, it was good form to delegate our diplomatic presence in the region to Brussels. President 
Sarkozy’s interest in this region therefore came as a surprise. Nothing in his career path would 
seemingly have made him so inclined. For the past three years, the French State’s support for French 
business projects has been unfailing. Our market share is growing steadily. We still lag behind 
Germany and Italy, but the gap is narrowing. In what other world region can we say as much? 
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TURKMENISTAN: A BOOMING YEAR FOR FRENCH COMPANIES 

 

Turkmenistan is a country the size of France, is 80% barren and has a 
population of six million. It also has the fourth largest gas reserves in 
the world. Since 1993, with the arrival of Bouygues, Thales and 
CIFAL, the French economic presence has developed and diversified, 
with the steady support of two successive presidents. 2011 provided 
a remarkable illustration of the significance and quality of French 
industry in this country. Bouygues signed four new contracts 
(Ministry of Economics and Finance, Ministry of Justice, Customs 
building and a 5-star hotel) for a total of more than €400 million. 
After pushing for four years, Vinci succeeded in penetrating this 
buoyant market and signed a contract to build the Cabinet of 
Ministers (€185 million). In the space sector, Thales Alenia Space 
was chosen to build and commission the first Turkmen 

communications satellite (€250 million). Thales will also modernize the radar system at Ashgabat 
airport (€17 million); in 1993, the first contract with France was signed to build this system. 

The outlook for other industrial firms such as Spie Capag, Nexans, Schneider and Gemalto also seems 
very promising, given that the country will post close to 10% growth in 2012 – the highest in the 
region – and that projects to invest in infrastructure and energy will be commensurate with the role 
the country is to play in supplying energy to China and probably Europe. Last year, the Anglo-Saxon 
consultancy Gaffney Cline & Associates (GCA) confirmed the existence of roughly 20 trillion m3 of gas  
reserves in eastern Turkmenistan. More than enough to satisfy the combined demands of Asia, 
Russia and Europe. 

France has considerable assets in this pivotal country, as witnessed by the presidential hearings 
granted to the corporate executives of Bouygues, CIFAL, Thales and Vinci during the ceremonies 
marking the 20th anniversary of Turkmen independence. It is the leading European presence by far. 

 


