ISSN 1563-0269, eISSN 2617-8893 Journal of history. Ne2 (97). 2020 https://bulletin-history.kaznu.kz

IRSTI 03.29.00 https://doi.org/10.26577/JH.2020.v97.i2.11

E. Aidarkhanova

Assistant Professor-Researcher. Almaty Management University,
Kazakhstan, Almaty, e-mail: elvira_aidarkhanova@yahoo.com

THE IMPORTANCE OF ENERGY COOPERATION BETWEEN
KAZAKHSTAN AND RUSSIA WITHIN THE FRAMEWORK
OF THE EURASIAN ECONOMIC UNION (EAEV)

Problems and perspectives for the development of energy relations between Kazakhstan and Russia
are becoming relevant in the context of reforming the Kazakhstani economy and globalization of the
world economy, which dictate the growing interdependence and interaction of national economies. The
character of the emerging new system of global and regional world order is especially pronounced in
the Eurasian region, which has become important and dynamic from a geopolitical and economic point
of view. The geopolitical situation around this region is characterized by a combination and clash of na-
tional interests of the main centers of the world economy and policy, such as USA, EU, Russia and China.

The purpose of the article is to analyze the bilateral relations of the EAEU member countries — Russia
and Kazakhstan in the energy sector in the new geopolitical conditions. In accordance with the goal, the
following tasks were set: to reveal the specific features and imperatives of energy cooperation between
countries; identify the reasons for the interest of Russia and Kazakhstan in the integration interaction in
the field of energy policy, identify priority areas for the development of energy interaction.

Key words: energy security in the EAEU, Kazakhstan-Russia Relations, Eurasian Region.
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Eypasusabik 3koHOMUKaAbIK 0AakK, (EADO) wenbepiHae
KaszakcraH meH Peceit apacbliHAAFbl SHEPreTUKAAbIK, CEPIKTECTIKTiH, MaHbI3bl

KasakcraH mMeH Peceit apacbliHAAFbl 3HEPreTUKAAbIK, KapbiM-KaTbIHACTAPAbIH, NMPO6AEMarapbl MeH
nepcrnekTMBaAapbl YATTbIK, 5KOHOMMKAAAPAbIH, TbiFbl3 6aMAaHbICbIHbIH, KAPKbIHAbI ©CYiH TaAamn eTeTiH
Ka3aKCTaHAbIK 3KOHOMMKaHbl pedopMaray MEH SAEMAIK SKOHOMMKaHbIH >kahaHAQHYbl KafAalblHAQ
©3eKTi MaCeAeAepAiH KaTapblH TOABIKTbIPbIN OTbIP. DAEMAIK TOPTIMTIH »KahaHAbIK, >KoHe ariMaKTbIK,
>KaHa >KYMeci, acipece, reocasicu >xeHe 3KOHOMMKAAbIK, K63Kapac TYPFbICbIHAH aAFaHAQ AMHAMMKAABIK,
MaHbl3fa Me GOAbIN OTbIPpFaH eypasmsAbIK, aiMakTa alkblH aHFAPbIAYAQ. ATaAMbILL aiMak, asiCbIHAAFbI
reocasicn »karaamaap aAeMAiK 3KkoHomumka MeH cascaTTbiH AKLL, EO, Pecen, Kbitar Tapi3ai Heri3ri
OPTAAbIKTaPbIHbIH, YATTbIK, KbI3bIFYLIbIAbIKTAPbIHbIH TOFbICYbl )XHE KaKTbIFbICbIMEH CUMaTTaAdAbl.

MakaaaHbiH MakcaTbiHa EADO-HbIH MyLLe-MemAekeTTepi Peceit MeH Ka3ak cTaHHbIH )kaHa reocasicu
KaFAaAa dHeEpreTmka CaAacblHAAFbl eKidkKakTbl KApbIM-KATbIHACbIH capanTtay >kaTaabl. KorblAbIn
OTbIpFaH MakCaTThiH, Heri3iHAe Makaaa 6apbiChbiHAQ KEAeCi MIHAETTEpPAi Ky3ere achipy >KYKTEAEAi:
MEMAEKeTTeP apaCbiHAQ SHEPreTUKAAbIK CEPIKTECTIKTIH epeKLIEAIKTEPI MEH MMIEPATUBTEPIH alKbIHAQY;
MEMAEKETTEPAIH SHEPreTUKAAbIK, CasiCaT CaAaCbIHAQ MHTErPaUMSAbIK, bIKMAAAACYFa Kbl3bIFYLLIbIAbIFbIH
aHbIKTay; SHEPreTUKaAbIK, AAMYAbIH CEPriHAI 6aFbITTapbiH aHbIKTay.

TyHin ce3aep: EADO-HbIH 3HepreTMkaAblK, Kayincisairi, KasakcraH-Peceit KapbiM-KaTbIHAChI,
eypasusAbIK, aniMak.
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Poccueii B pamkax EBpa3suiickoro skoHomu4veckoro coro3a (EA3C)

Flpo6/\eMb1 M nepcneKkTmBbl Pa3BUTUA SHEPreTnveCkmnx OTHOLLIEHUN MEXXAY KaszaxctaHom 1 Poccuen

CTAQHOBATCA aKTyYaAbHbIMMN B KOHTEKCTE peqﬁ)OpMleOBaHMﬂ Ka3aXCTaHCKOW 3KOHOMMKUN U r/\o6a/\v13au|4v1
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3KOHOMMK. XapakTep HOBOW CUCTEMbl TAOGAABHOIO M PErMOHAABHOIO MUPOMOPSIAKA OCOBEHHO SPKO
BbIPQXKEH B €BPA3MMCKOM PEruMoHe, KOTOPbIA CTaA BaXKHbIM M AMHAMUYHBIM C FEOMOAUTUYECKON M
3KOHOMMYECKOM ToYeK 3peHus. [eonoAMTHYecKas CUTyalms BOKPYr 3TOrO PerMoHa XapaktepusyeTcs
COYETaHMEM U CTOAKHOBEHMEM HALMOHAAbHbBIX MHTEPECOB OCHOBHbIX LIEHTPOB MMUPOBOM 3KOHOMMKM U

noAnTtukm, Takmx Kak CLUA, EC, Poccusi n Kurai.

LleAblo AQHHOV CTaTbM IBASETCS aHAAU3 ABYCTOPOHHMX OTHOLLEHW cTpaH-YAeHoB EADC — Poccum mn
KasaxcTtaHa B cchepe aHepreTmku B HOBbIX Fr€ONMOAUTUYECKMX YCAOBUSIX. B COOTBETCTBMM C MOCTaBAEHHOM
LUeAblo cTaTbu ObIAM MMOCTaBAEHbl CAEAYIOUME 33AQ4M: BbISIBUTb OCOOGEHHOCTM W UMMEpPATMBbI
SHepreTMYeckoro COTPYAHMUYECTBA MEXAY CTPaHaMM; BbISIBUTb MPUUMHbI 3aMHTEPECOBAHHOCTU CTPaH B
MHTErpaLMoHHOM B3aMMOAENCTBUMN B 0OAACTH SHEPTETUUYECKON NMOAUTUKU, ONPEAEAUTH MPUOPUTETHbIE

HanpaBAEHUS 3HEPreTUUYECKOro Pas3BUTHS.

KatoueBble cAOBa: 3HepreTmyeckasi 6e30MacHOCTb, OTHOLLEHUS MexXAy Kasaxctanom u Poccwuei,

EBpasuiickoe NpoCTpaHCTBO.

Introduction

An analysis of the mechanisms for the interac-
tion between the two countries requires a systematic
review of the processes of evolution of relations be-
tween Russia and Kazakhstan in the energy sector,
identification of problem areas, and determination of
the main directions of development. Based on this,
in the research process, comparative and systematic
methods of analysis were used.

Using the comparative method made it possible
to compare the main reasons for interest in the ener-
gy partnership and energy integration of Russia and
Kazakhstan. Using the systematic method allowed
us to analyze the energy interaction between Russia
and Kazakhstan within the framework of the EAEU,
as well as to identify the activities, the implementa-
tion of which is necessary for the success of energy
cooperation between Kazakhstan and Russia.

Issues of the development of integration and en-
ergy security are widely covered in foreign and do-
mestic scientific literature. Current development of
energy partnership between Russian-Kazakhstan is
considered in the studies of Russian specialists A.A.
Sokolov (Cokosnos, 2011: 18), V.I. Tsai, R.E. Sagin-
dikov (Ila#t, Carnamukos, 2015). Some of Western
scholars such as Jeffrey Mankoff (Mankoff, 2009:
60), and Ariel Cohen (Cohen, 2005: 40) in their ana-
lytical articles consider issues of Eurasian energy
security.

A special place in the consideration of energy
security issues in Kazakhstan and Russia is occupied
by the work of researchers from Kazakhstan such as
G. Movkebaeva (MoBkebaeBa, 2016: 109-115), F.
Kukeyeva (KykeeBa, 2014: 27-33), K. Baizakova
(Baizakova, 2010). The articles of these authors are
devoted to issues on energy policy of Kazakhstan
and Russia, and to questions on the formation of en-
ergy security in the EAEU.

The studies of B. Balass (Balassa, 1962: 113-
134) D. Mitrani (Mitrani, 1975), E. Haas (Haas,

1957: 641), B. Rosamund (Rosamond, 2000: 232)
L. Lindberg (Lindberg, 1963) provide a theoretical
analysis of international and regional economic in-
tegration. Separately, the works of E.Yu. Vinoku-
rov and A. Libman (Bunokypog, JIubman, 2012),
these authors consider issues related to Eurasian
continental integration. Questions of the regional
integration theory and practice in the Eurasian
space were raised in the works of such researchers
as Zh.Ibrashev (Mopares, 2014), V. Savin (Ca-
BuH, 2006). Today, such authors as N. Kulbatyrov,
A.Tulepbekova (Kyn6atsipos, Tynemnbekosa, 2014:
64-79), A. Esdauletova (Ecmaynerosa, 2008) are
actively involved in energy cooperation in the Eur-
asian space and in the further energy cooperation
between Russia and Kazakhstan.

Discussion

Since the beginning of the 1990s, when Ka-
zakhstan gained its independence, the country
began to conduct active work within the frame-
work of regional integration associations. Due to
its geographical location, historical development
and economic structure, priority is given to proj-
ects that have a Eurasian dimension. Integration in
the Eurasian space is not only one of the priority
areas of Kazakhstan’s foreign policy, it also bears
a long-term and strategic character in the country’s
economic development. It should be noted that
Kazakhstan is the actual initiator of the process of
Eurasian integration. The integration of countries
into the Unified Economic Community essential-
ly combined the post-Soviet vector of integration
with Western and Eastern vectors. It is worth not-
ing that in the framework of the concept of integra-
tion, European and post-Soviet integration models
were not considered as mutually exclusive. The
Eurasian Economic Union may well become the
largest regional economic project, which in the
future, as it develops and deepens integration, as
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well as new member states expand and engage, can
not only influence global economic and political
processes, but also change the global architecture.
Such assumptions are based on several important
reasons:

Firstly, the EAEU countries together possess
enormous natural and human resources;

Secondly, the Union countries occupy a
unique transcontinental geographical position be-
tween the EU and the Asia-Pacific region, which
enhances the EAEU’s global competitiveness
and allows the creation of transport and logistics
routes of both regional and global importance and
thus accumulate large-scale trade flows between
Europe and Asia.

Thirdly, as you know, it is in Eurasia today that
a new pole of economic activity is forming, which
in the future will become the engine and source of
world development (https://clck.ru/MLU3d. EADC

MOXKET CTaTh TaKuUM k€ KpynHbeIM Kak EC nmun HA-
@OTA. 4.06.2014).

The global future of the Eurasian Economic
Union is also supported by the ambitiousness and
courage inherent in the leaders of the united coun-
tries, along with balanced pragmatism. All this hap-
pens against the background of the openness of the
EAEU for cooperation with other states of the world.

As for Kazakhstan, the country plays a key role
for the EAEU. The economy of Kazakhstan con-
tinues to grow dynamically over the past three de-
cades, and in terms of GDP per capita, Kazakhstan
is among the fifty most developed countries in the
world. For example, the volume of Gross Domestic
Product in Kazakhstan grew to 171 USD billion in
2019. The maximum volume reached 237 USD bil-
lion, and the minimum 16.87 USD billion (https://
clck.ru/MLU4K. BBII B Kazaxcrane. 2019). (See
below):

Figure

At the same time, about 25% of Kazakhstan’s
GDP, half of national income and almost 70% of ex-
ports are in the energy sector. The country continues
to develop as an energy power, relying mainly on
the oil and mining industries.

According to Forbes, the country ranks seventh
in the world in terms of proven oil reserves. At the
current rate of consumption, the availability of prov-
en reserves reaches, according to various sources,
from 70 to 90 years. The confirmed hydrocarbon re-
serves, both on land and on the shelf, are estimated

104

at 5.5 billion tons (https://forbes.kz/stats/ostatoch-
nyie yavleniya. CKOIBKO TPWUIMOHOB JOJIJIAPOB
XpaHUT mpuponHas kmamosas Kazaxcrana. 2011).
The Kashagan field in the north of the Caspian with
recoverable reserves, according to an initial estimate
of 1.67 billion tons of liquid hydrocarbons, was
called the most significant event in world practice
over the past 30 years.

Kazakhstan accounts for more than 2% of the
world’s oil reserves, that is, 30 billion barrels. To
date, more than 200 deposits have been discovered
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in the country. The forecasted oil resources of the
country can potentially reach about 100 billion bar-
rels (CacunoB, 2016: 55).

After gaining independence, Kazakhstan found
itself on the path to choosing several options for the
development of its mining industry. The first option
was the complete nationalization of the country’s
resources, the second — the creation of joint partner
enterprises and the conclusion of agreements on the
sharing of extracted products with foreign investors.
The energy partnership between the countries
began during the Soviet Union, respectively, after
gaining independence, Russia became one of the
first countries that showed interest in developing
Kazakhstan’s rich deposits. At present, Russia
continues to be a key foreign economic partner of
Kazakhstan.

In the energy sector, relations between
Kazakhstan and Russia can be viewed through the
prism of transit-transport interdependence:

From 1991 to 2006, Russia was a de facto
monopolist in the transportation of Kazakhstani
hydrocarbons;

From 2006 to the present, Kazakhstan has got
alternative transport routes and its dependence on
Russia has significantly decreased.

Despite a slight decrease in the dynamics of
mutual trade in 2019 compared to 2018, the strategic
nature of bilateral economic cooperation remains
both in industry and in interregional contexts.
According to the data for January-November 2019,
Russia ranks 1st in terms of trade (with a share of
19.9%) and imports in the Republic of Kazakhstan
(with a share of 35.8%) and 3rd place in terms of
export (with a share 9.4%) of Kazakhstani products

(https://clck.ru/MLU3x. Kazaxcrancko-poccuii-
CKHE OTHOLIEHHsS B TOPrOBO-3KOHOMHYECKOH cde-
pe. 2019).

Currently, cooperation between Russia and
the Republic of Kazakhstan in the energy field is
being activated, which is an important tool for the
development of energy strategies of these states
and the realization of the potential of economic and
energy development of countries in the context of
the development of integration processes in Eurasia.

Results

The governments of Russia and Kazakhstan are
undertaking a lot to form and develop a common
energy market, which would strengthen the
positions of Kazakhstan and Russia as exporters
of oil and gas in the context of their influence on
world oil prices.

The creation of energy integration between
Kazakhstan and Russia is complicated by the fact
that investments in the development of oil and
gas fields in these countries are less financially
attractive compared to other regions of the world.
Russia’s natural gas resources are located in remote
areas, on the continental shelf of the Arctic Ocean
or in the underdeveloped regions of Siberia, where
production costs are significantly higher compared
to most other oil and gas exporting countries.
Kazakhstan and Russia are located on the periphery
of the global hydrocarbon transportation network,
while the world’s largest gas producers are located
on ocean coastlines that facilitate transportation
to large oil and gas consumers. The situation, in
addition, is complicated by the fragmentation of
the regional economic space in Central Asia, which
increases transport costs. Hydrocarbons, mainly
natural gas and oil, account for more than two-
thirds of the fuel and energy balance and are mainly
used to generate electricity. Under these conditions,
the implementation of the goal of increasing
hydrocarbon exports and being one of the largest
hydrocarbon exporters in the world market becomes
problematic, especially in the long term.

The conditions for the integration of oil and gas
complexes of Russia with Kazakhstan are: collective
work on oil and gas production, transportation and
processing of energy resources; harmonization of
positions regarding importing countries; joint efforts
to attract investment; creation and implementation of
financing mechanisms for joint investment projects
in the energy sector; joint work on innovation, on the
conduct of scientific and technical research, training;
joint efforts to ensure direct access to traditional and
new markets for oil, oil products and gas.

The dynamics of the Russian-Kazakh interaction
in the energy sector as a whole is unambiguously
characterized as positive, however, with this assess-
ment, special attention should be paid to the pros-
pect of developing the most strategically important
hydrocarbon component. The “Kazakhstan-2050
Strategy: a new political course of the established
state” states that “the oil and gas complex of Ka-
zakhstan is a locomotive for the entire economy”,
and Kazakhstan, in turn, is “one of the key elements
of global energy security”. At the same time, the
process of ousting Russia from this sector of Ka-
zakhstan continues, which poses a threat not only
to Russia’s interests, but also to developing a uni-
fied strategy in the fuel and energy field within the
framework of Eurasian integration (Illamxus, 2016:
1-11). There is a fact that Kazakhstan has no natural
access to world markets, and Russia and Kazakhstan
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have the longest land border in the world. This fact
increases the importance of the partnership between
the two countries in the oil and gas sector. This co-
operation in the field of energy transportation in the
western direction can and should be complemented
by the development of new strategic routes in the
direction of the East Asia region, primarily China.

Until recently, all the agreements between Rus-
sia and Kazakhstan in the energy sector remained
on paper and were not implemented due to dis-
agreement between the parties in the price of gas
purchased by Russia. However, at a meeting in the
Sochi residence of the President of Russia in 2006,
everything was finally agreed on the most pressing
issues of energy cooperation between the countries.

Starting in 2020, Kazakhstan plans to
dramatically increase gas production and invites
Russia to take part in its projects. We are talking
about the production of about 40 billion cubic meters
of gas in the new fields of Kazakhstan — Imashevsky
(proved reserves — 128.7 billion cubic meters of gas
and 20 million tons of gas condensate) and Central on
the shelf of the Caspian Sea (forecasted reserves — 2
trillion cubic meters). In both fields, production will
be organized under production sharing agreements
(IMankwun, 2017: 221-222).

Today, the presence of Russian investors in the
primary sector of Kazakhstan’s energy economy
is still insufficient. Integration in the oil and gas
industry is undoubtedly a promising area and could
be the decisive key in the integration processes. The
integration strategy is that Russia and Kazakhstan
are the two largest producers of oil and gas in the
region. Nevertheless, the expansion of integration
based on the energy factor faces a number of serious
problems that may complicate the implementation of
a clear export orientation in Russia and Kazakhstan.
The hydrocarbon resources and export potential of
Russia and Kazakhstan are relatively small against
the background of long-term demand for oil and gas
in the world economy.

According to British Petroleum, the oil resources
of Russia and Kazakhstan make up about 7% of the
total world resources, with regard to the situation
with natural gas, the production potential is almost
the same. The export potential of natural gas in
the Middle East is much higher than in Russia and
Central Asia. The reality is that the hydrocarbon
resources of Russia and Central Asian countries are
of more strategic importance for these countries and
their partners in the post-Soviet space than for the
global energy market.

Cooperation between Russia and Kazakhstan
in the oil and gas market is most effective in the
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framework of project-investment cooperation — the
development of promising oil and gas fields, since
it is the basis for institutional and economic imple-
mentation in the world market. Cooperation in the
field of processing and sale of hydrocarbons is less
effective, which is affected by the low competitive-
ness of hydrocarbon markets, while its technologi-
cal manifestation is the underdevelopment of oil re-
fining. This entails an inefficient use of government
spending in this sector, a lag in the nomenclature
and quality of products from the world level (Mka-
HOBa, 2011: 55-57).

The development of cooperation between
Kazakhstan and Russia in the energy sector is due to
the need to deepen the integration of energy markets
by overcoming the unevenness of energy resources,
establishing a mutually beneficial energy dialogue
and optimizing the emerging infrastructure and
investing in this industry.

In May 2019, as part of the meeting of the
Supreme Eurasian Economic Council, the heads
of state signed an international agreement on
the formation of a common EAEU electricity
market. Currently, the stages of the formation of
the common electric energy market of the EAEU
member states have been identified, the Framework
for Cooperation in the field of the peaceful use of
atomic energy has been approved, and a forecast for
the production and consumption of energy resources
has been developed as a tool for coordinating energy
policy.

The formation of common energy markets will
improve the safety and reliability of the operation
of the fuel and energy complexes of the EAEU
member states, create conditions for increasing the
provision of the population with energy resources
and a more favorable environment for investing in
energy facilities.

In order to make better use of the total energy
potential and optimize interstate energy supply,
Kazakhstan and Russia will annually develop and
coordinate indicative (forecast) balances of gas, oil
and oil products as authorized EAEU member coun-
tries. In addition, the EAEU begins to form common
energy markets and pursue a coordinated transport
policy (https://clck.ru/MLU3C. B EADC naunnaer-
cst hopMHUpOBaHUE OOIIMX PHIHKOB SHEPTOPECYPCOB
U TPOBEJICHUE CKOOPIMHUPOBAHHOM TPAHCIIOPTHOM
moymmtruky. 12.03.2015).

Under the common markets for oil, gas and oil
products of the Eurasian Common Economic Space
we mean the totality of trade and economic relations
of economic entities of the EAEU member countries
in the field of production, transportation and
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delivery, processing and marketing of oil, gas and
oil products in the territories of the EAEU member
countries, defined by legal and the contractual base
of the Customs Union within the framework of the
Eurasian Economic Community and the Common
Economic Space, which are necessary for the
participating countries to satisfy general needs for
them.

The EAEU provides Russian investors with
access to Kazakhstan’s energy resources, thereby
increasing the demand for Russia’s transit services
in a broad direction. In parallel with this, the level
of competition between Kazakh and Russian
enterprises will gradually decrease, and countries
will have the opportunity to coordinate their efforts
in the global energy market.

Conclusion
Integration projects initiated by Kazakhstan

set long-term goals. Kazakhstani businessmen are
especially interested in new opportunities to receive

cheap energy resources, solve transit problems,
and have free and unlimited access to the Russian
market. In this regard, an urgent problem in the
structure of a functioning and developing EAEU is
the focus on the export of raw materials and energy
resources to foreign markets and the low share of
mutual trade in equipment and technologies. Based
on this, it is important to note that regional energy
integration requires structured cooperation between
Kazakhstan and Russia in the energy sector,
which can reduce to some extent the problems
associated with the difference in energy potentials
of the two countries. Cooperation within the EAEU
will allow them to jointly solve common topical
problems, such as: coordination of long-term energy
strategies; development of common mechanisms
for implementing energy policies; development
and implementation of collective energy security
measures; development of coordinated positions and
actions in the global energy market (formation of
general energy diplomacy); development of transit
infrastructure, transport, communications.
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