Kazakhstan 30 May 2002 

Mystery and a heightened realisation of its impending post-independence importance first drew me to central Asia. Later, the Foreign Affairs Select Committee report commented in its regional assessment: "The countries covered by our report have been facing traumatic change, which has amounted to nothing less than a revolution in their civil, political and economic structures". It went on to state that, "there are opportunities we would be foolish to spurn", but it concluded that, "more could and should be done to promote Britain's interests, good governance and stability in a region that will be of increasing significance in the years ahead".

Certainly the West's dependence on energy, and so by extension regional stability and security, makes Kazakhstan an important, if not essential, relationship for the United Kingdom. Improving long-term investment opportunities and laying solid foundations for its enhanced role in regional security is mutually beneficial. Yet key figures in Kazakhstan remain to be convinced of the priority the United Kingdom attaches to this bilateral relationship. Please allow me to set the stage.

Central Asia is a crucial competitive energy alternative to Middle Eastern supplies, with Kazakhstan boasting three "super-giant" fields, including the Kashagan field, itself estimated to contain 50 billion barrels, which together suggests that Kazakhstan holds 88 per cent of central Asia's oil wealth. Policy makers beholden to Riyadh and elsewhere can now secure additional energy supply guarantees from Astana.

Restrictions to increased exports do exist, however; inadequate pipelines and port facilities on the one hand and problems of Caspian Sea demarcation on the other. More intractable is Kazakhstan's challenge to the United States to consider the strategic role of Iran as a direct and cost-effective transport route; in other words, to substantiate its claim to support multiple pipeline use.

What of trade potential? Britain is currently the second-largest—but slipping—investor in Kazakhstan. However, difficulties prevail. It is the protection of those investments that exercises business leaders. A balance must be found which safeguards Kazakh interests while creating the necessary climate for participation by foreign investors.

I shall cite three examples: the weakening of the stability clause which protects investors from changes in other legislation; the weakening of the right to seek international arbitration and subsequent enforcement; and the weakening of the protection from nationalisation and consequent valuation of assets. I should have thought that these issues could jeopardise a long-awaited Kazakh application for WTO membership, but I sense that the United States might be pressing DG Moore to fast-track any such application for political and commercial expediency. Such a move would militate against UK interests. Will the Minister stand firm?

Although a problem for many countries in transition, havoc is constantly wreaked by corruption. It is nevertheless an issue which must be tackled comprehensively if the right conditions for essential long-term investment are to be met. Kazakhstan cannot be proud of its current poor ranking in Transparency International's latest index.

It must be said, however, that much has been done of late to develop the Kazakh legal system, but there remains the problem of lack of uniformity in the interpretation and application of laws. With that in mind, the proposed investment law needs to be clear and unequivocal if targets and objectives are to be achieved.

Conversely, foreign companies have a role to play; they must listen at both government and local level, respect and understand the need for local content and local employment, support education and training and the transfer of technology. In addition, the minimum footprint must be ensured and environmental protection and social development addressed. All these are legitimate aspirations, enhancing prosperity.

Bilateral mechanisms do exist to address many of these issues—for example, the Kazakh British Trade and Industry Council. But that endeavour, alas, is moribund. Perhaps we might be advised of steps being taken by British officials to restart the process.

Regionally, several points arise. It is important not to underestimate the major influx of heroin from post-Taliban Afghanistan. Kazakh co-operation is therefore essential. Can we be brought up to date with developments in the Central Asia drugs initiative? We must take the war against drugs to the front line, not rely solely on consumption control.

Although the security situation has improved, if ever there were a large-scale Islamist upheaval in central Asia, it would require United States and Russian co-operation to maintain stability. My assessment is that the United States is preparing for a long-term presence. Certain reports suggest that Kazakhstan is not entirely free of international terrorist networks, so the US military build-up in the region on the back of the Afghan situation, and prior to a possible Iraq incursion, should ensure a degree of stability. Kazakhstan can help itself, though, by ensuring against internal disquiet that invites terrorism, and by minimising border disputes.

Kazakhstan could play a crucial role in regional security and co-operation to enhance the stability and prosperity of the whole region, and to fight the problems of drugs, extremism, illegal migration and organised crime. There are also a number of major environmental problems with diverse and serious implications for the region's future. An important area for co-operation and conflict avoidance is water sharing. In addition, a constructive Kazkh-Uzbek co-operation would also be helpful. Would the Minister consider adding such matters to her in-tray?

Running on down the list, we find that social and health problems rank high. The growth of HIV and TB is alarming. They must be tackled systematically, and soon. Kazakhstan needs to be in the forefront of this fight, with effective public health and education programmes.

Notably, and old friend of Britain's, Mr Adil Akemetov, the recently-departed ambassador to London, has happily surfaced as the Dean of the new Kazakh-British Technical University. The university will have three faculties: Oil and Gas, IT, and Business. This is a prime example of Kazakh good will requiring support. I am advised that a high priority is to encourage British corporate sponsorship.
A political read-out is difficult. The past months have seen upheavals in Astana, changes from those close to the President, and talented people marginalised for adopting opposition postures. Some commentators report that the political one-man machine has worked against the development of properly functioning political institutions, and against the growth of civil society—that repression is widely prevalent. Kazakhs may soon recognise that they have never benefited, for example, from oil wealth and create instability. None of this should diminish, however, the advances made in stability, nuclear disarmament, human rights and freedom of speech, particularly when compared with neighbouring states. The challenge is to sustain and enhance. In addition, Kazakhstan has become a responsible world community member, facilitating dialogue, as President Putin's initiative next week with India and Pakistan shows.

A transformation to immediate democracy was never going to happen immediately as the Soviet legacy of authoritarian leadership was too entrenched. I sense, however, a stirring in the bulrushes—opposition endeavours gaining in effectiveness; and, if left unfettered, could conceivably surprise in the currently earmarked 2006 presidential elections. Dynastic politics may yet prevail, however, either through further constitutional change or the passing of the mantle.

Whoever does prevail, I believe that the message should be that the world post 9/11 will never again marginalise regional issues, and that the new era of leaders will have to adopt qualities that foster a pragmatic strategic partnership. Surely the litmus test must be the extent to which state affairs are governed by self-interest or excessive expediency. What levels of accountability exist? And are the interests of the state and the majority of its citizens best served by current arrangements? But it is never as easy as one might wish to apply Western standards.

Time dictates that I wind up. I must just mention though the harsh way that the independent media are increasingly falling victim to pressure from the authorities; and that a healthy degree of press freedom and political debate would win Kazakhstan many points in the international arena; but that the recently held Eurasia Media Forum was a successful first for the region.

I make two observations on our bilateral endeavours—the duty of our representative on the ground is in great part to impact decision-makers, and those such as parliamentary committee chairmen who are closer to the process than we are; in other words, knocking on doors. We are not doing that effectively. Our efforts have been wanton and need to be reconsidered. In that spirit, the United Kingdom must ensure greater high-level political attention to Kazakhstan. The Minister, I know, certainly does her bit, but the record of the Government generally is not good in this area. There is no place for complacency in bilaterals and we are simply not matching French, German and American Cabinet Ministers visiting the Caspian. Even DfID's country programme is comparatively weak given the high percentage of poverty that regrettably exists.

It will be of interest that I have recently accepted, on behalf of the Kazakh-British Parliamentary Group, an invitation to travel to the Kazakh Parliament in Astana. That will present a welcome opportunity to interact with parliamentary colleagues.
I will end on this note. Kazakhstan's economic, civil and political well-being is an imperative. An economically stable Kazakhstan, in a region of increasing strategic significance, is of the utmost importance to us and to the world at large. We must play our part in helping to achieve those vital goals. I believe that the United Kingdom, with its experience and expertise, is well qualified to assist.

