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Abstract
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1. Macroeconomic trends

State sovereignty and economic independence facilitated Turkmenistan’s entry into the
world market. In the process of economic reforms in Turkmenistan, the state’s foreign eco-
nomic policy aimed to effectively include the national economy into the system of global
economic relations and ensure the realization of related economic benefits and advantages.
An important tool in achieving this goal is the development and further improvement of for-
eign economic activity (FEA) aiming at the optimal combination of openness of the Turkmen
economy and economic security of the state.

The global financial crisis did not have a significant impact on the Turkmen economy, as con-
firmed by the annual missions of the International Monetary Fund in its press releases and
reports. One observed a certain reduction in revenues associated with a material decrease in
the procurement of natural gas by Russia, but that was significantly offset by the increase in
sales of natural gas to Iran and China as well as the so-called “financial safety net” accumu-
lated by the country over the pre-crisis years.

Turkmenistan maintains a relatively high level of investments in the socioeconomic devel-
opment of the country, resulting in high gross domestic product (GDP) growth rates and
improvements in quality of life, including monetary incomes. (See Table 1) Over the last few
years, because of almost annual administratively-ordered increases in salaries, pensions,
benefits, and stipends, the rate of growth of nominal monetary incomes has somewhat out-
paced inflation which ensures the growth of real incomes of the Turkmen population.

Table 1. Primary economic indicators of Turkmenistan

Indicator 2007 2008 2009 2010 2011
Gross Domestic Products in current prices, TMT million 27000 49470 57611 59000 79976

Rate of growth of production in comparable prices, %

GDP 11.0 14.7 6.1 9.2 14.7
Industry 10.1 7.1 -20.8 8.1 24.2
Agriculture, fishery and forestry 6.1 4.0 8.6 7.8 0.1
Construction 36.2 129.3 114.4 15.9 12.6
Transportation and communications 17.1 8.7 14.7 12.2 8.1
Trade and catering 15.4 9.9 27.0 11.3 9.0
GDP industry structure, %
Industry 36.7 50.5 42.7 39.7 49.3
Agriculture, fishery and forestry 17.8 10.8 10.5 12.8 10.0
Construction 6.4 10.1 18.2 16.1 13.6
Transportation and communications 5.7 4.1 5.0 5.9 4.5
Trade and catering 9.2 5.3 6.1 7.1 5.9
Other services 24.2 19.2 17.5 18.4 16.7
Investments in fixed assets, % GDP 17.0 31.4 47.5 4.9 439
Rate of inflation under the Consumer Price Index 6.3 14.6 -2.7 4.4 5.3

(annual), %



Indicator 2007 2008 2009 2010 2011
Exchange rate (annualized), 1.04 2.32 2.85 2.85 2.85
TMT/USD
Average monthly salary, TMT 507.1 6044 677.6 7428 795.9
Revenues of the state budget 4684 10080 11768 10170 15079
(current prices), TMT million
Expenditures of the state budget 3629 5375 10124 8878 12180

(current prices), TMT million

Sources: Website of the State Committee of Turkmenistan on Statistics, www.stat.gov.tm;
State Committee of Turkmenistan on Statistics. Statistical Yearbook of Turkmenistan.
(Ashgabat: State Committee of Turkmenistan on Statistics, 2011).

The transition to the market economy in Turkmenistan was accompanied by significant
changes in the structure of public employment. Economic reforms and active investment
policies of the state positively affected the increase in employment in various sectors
and were accompanied by consistent redistribution of the labor force from state
enterprises and organisations to the non-state sector. Between 1991 and 2010, the
number of employees in the non-state sector of the economy (including the mixed form)
increased by 2.7 times, while their share in the number of those employed grew from
44% to 75 %. The increase in employment in the non-state sector of the economy was
facilitated by the development of joint ventures and entrepreneurship. In March 2011,
the State Program for the Support of Small and Medium Enterprise in Turkmenistan for
2011-2015 was adopted.

The outbreak of inflation in Turkmenistan in 2008 was not related to the global eco-
nomic crisis as much as it was to domestic financial and economic factors. In particular,
due to the unification of the national currency exchange rate and the 11 February 2008
rise of prices for automobile gasoline and diesel fuel for owners of private automobile
transportation vehicles inflation, as per the Consumer Price Index (CPI), that year to-
taled 14.6 %. However, the implementation of a Presidential Resolution1 on import and
export customs duties decreased the market value of certain goods within the country
and facilitated the satiation, to a certain extent, of the consumer market with foodstuffs
and necessary industrial goods.

2. Trade partners of Turkmenistan
In 2010, 108 countries, primarily in Asia and Europe, were trade partners of Turkmenistan?.

The largest shares in the foreign trade turnover of the country belong to Iran (21.7 %), Rus-
sia (18 %), Turkey (16.4 %) and China (10.8 %). (See Annexes).

1 Government of Turkmenistan, “On Approval of the List of Goods Imported into Turkmenistan and Exported
out of Its Boundaries That Are Subject to No or Set Customs Duties as well as of Their Rates” Resolution of
President of Turkmenistan N2 9925 (Ashgabat: Government of Turkmenistan, 27 July 2008).

2 State Committee of Turkmenistan on Statistics, Foreign Trade of Turkmenistan with Countries of the World
in 2010 (Ashgabat: State Committee of Turkmenistan on Statistics, 2011).
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In 2010, the share of Asia in Turkmen exports totalled 64 %, and the European share
was 35.5 %. Asian countries became destinations for 54.9 % of total exports of natural
gas, 99.7 % of liquefied gas, 82.2 % of petroleum products, 74.2 % of petroleum, 58.3
% of polypropylene, 100 % of electrical energy, 80.8 % of iodine, 47.3 % of cotton fibre,
and 48.8 % of textile products. Turkmenistan exported 45.1 % of natural gas, 17.7 % of
petroleum products, 25.8 % of petroleum, 58.3 % of polypropylene, 16.1 % of iodine,
52.3 % of cotton fibre, and 32.7 % of textile products to European countries (natural
gas goes to Europe via Russia). However, in 2011-2012, about 40 % of natural gas is
exported to the People’s Republic of China (PRC) and 30 % of natural gas is exported to
both Iran and Russia.?

In 2010, Asian countries accounted for 67.2 % of Turkmen imports, and European coun-
tries accounted for 30 %. Asian countries were sources of imports of 55.2 % of technological
equipment, 57.6 % of foodstuffs, 78.6 % of items made of ferrous metals, 53.6 % of ground
transportation vehicles, and 50.3 % of pharmaceutical products.

Import criteria of the efficiency of foreign economic relations (FER) of the country include
foreign trade indices, particularly the Trade Conditions Index which is defined as the ratio of
the Mean Exports Prices Index to the Mean Imports Prices Index. Since 1997, the Trade Con-
ditions Index of Turkmenistan has been above the value of one 1, which implies the excess
of rates of growth of exports prices relative to imports prices. The value of exports prices
indices is determined by goods such as natural gas, crude oil, petroleum products and other
primary exports goods. In the meantime, imports prices indices are formed based on im-
ports goods regularly supplied to Turkmenistan.

3. Primary exports capacity of Turkmenistan

The availability of the rich fuel and energy capacity of the country shapes the structure of
Turkmen exports have consistently been dominated by natural gas, petroleum, petroleum
products and electrical energy. In 2000, they comprised 81%, and in 2010, 85%, of Turk-
menistan’s exports.

3.1. Natural gas

One of the primary exports items of Turkmenistan has traditionally been natural gas. The
dynamic of exports of natural gas since Turkmen independence in 1991 can be broken down
into several stages.

The first stage (1992-1996) was characterized by relatively stable production and exporta-
tion of natural gas in a conventional direction predetermined by the framework of the uni-
fied, state-driven commercial complex of the former USSR when supplies were transported
via the unified Central Asia-Center pipeline system to Russia. (See Figurel)

3 Estimates by informed experts given that official data are not available.



The second stage (1997-1998) was characterised by a significant decline in both exports
and production of natural gas due to the insolvency of traditional buyers such as Russia. In
1998, the production of natural gas in Turkmenistan totaled only 13.3 billion cubic metres
(m3), which corresponded to the level of its domestic consumption, while exports totalled a
mere 1.8 billion m?, 73 % less than in 1997 (See Figure 2).

The third stage (1998-2008) was shaped by the construction, in late 1997, of the new natu-
ral gas Korpeje-Kurtkui pipeline, which enabled the country to export natural gas in a new
direction; to Iran. This was a major first step towards Turkmen independence from the for-
mer Soviet unified natural gas transport system.

In April 2003, Russia and Turkmenistan signed a 25-year cooperative agreement on natural
gas and a long-term contract on supplies of natural gas for the period under the agreement.
Following an accident at the Central Asia-Center-4 natural gas pipeline in April 2009, sup-
plies of Turkmen natural gas were frozen for almost a year since there was an overall decline
in demand and prices for natural gas in the EU, and procurement of the commodity became
unprofitable for Russia.

Figure 1. Map of Turkmenistan’s petroleum and natural gas industry.
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Figure 2. Production and exports of natural gas.
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A new milestone in the deepening mutually beneficial energy dialogue between Iran and Turk-
menistan was the 6 January 2010 unveiling of the new natural gas Dovletabat-Serakhs-Khang-
eran pipeline to Iran.* The project was first publicly mentioned by the President of Turkmenistan
in July 2009, when Turkmenistan and Iran reached an agreement to increase exports of Turkmen
natural gas to Iran from 8 billion m? to 14 billion m? by 2010, and progressively increase exports
up to 20 billion m? of fuel a year. To achieve this goal, the country’s fuel and energy complex di-
visions promptly built the 30.5 kilometre (km) long Dovletabat-Serakhs-Khangeran pipeline in
south-east Turkmenistan with a capacity of 12.5 billion m? of natural gas a year.

In November 2010, in response to the agreements between Turkmenistan and Iran on the
growing volumes of exports of the Turkmen natural gas, Turkmenistan commissioned the
Khangeran-Sangbast natural gas pipeline, an important link in the trans-Iranian natural gas
main and a continuation of the Turkmen-Iranian Dovletabat-Serakhs-Khangeran pipeline.
The new branch of the main Khangeran-Sangbast pipeline is 190 km long with pipes 1220mm
(millimetre) diameter, and is designed for a capacity of 12 billion m? of natural gas a year.

Supplies of natural gas via the Dovletabat-Serakhs-Khangeran pipeline are ensured due to
the resource capacity of the Dovletabat natural gas deposit, one of the largest in Turkmeni-
stan. Additionally, exports to Iran are also made via the Korpeje-Kurtkui natural gas pipeline,
which has operated since 1997, which has considerable resource bases including large pe-
troleum and natural gas deposits in western Turkmenistan, such as Korpeje. The pipeline
infrastructure created in the territories of Turkmenistan and Iran will ensure the transporta-
tion of 20 billion m3, and if necessary, even larger quantities of Turkmen natural gas through
the Iranian pipeline mains that also have direct entry to international energy markets.

The fourth stage (since 2009) is characterized by the diversification of natural gas exports and in-
crease in the types and quantities of products supplied to foreign markets. The Trans-Asian Pipe-

*  “Year 2010 in the Annals of the Epoch of New Renaissance: Fuel and Energy Complex,” Neutral Turkmenistan
Newspaper, Ashgabat, 13 January 2011.
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line was commissioned mid-December 2009, and goes from Turkmenistan to China via Uzbeki-
stan and Turkmenistan, with a total length of about 7 thousand km. In the next three decades, the
pipeline will ensure supplies to PRC of up to 40 billion m? of Turkmen natural gas a year.

In recent years, China has consistently pursued opportunities in the petroleum and natural
gas sectors of Central Asia. Turkmenistan, having the region’s richest reserves of natural gas,
has a special role in this strategy. The interests of the two countries have overlapped since
Turkmenistan needs vast investments to develop new natural gas deposits, and China has
surplus cash to invest. In 2007, Turkmenistan extended a license to explore and extract
natural gas in the pre-agreed territory of Bagtyyarlyk, located on the right bank of the River
Amudarya to the Chinese petroleum and natural gas deposit operator, China National Petro-
leum Corporation (CNPC). The development of the deposit and construction of natural gas
pipelines was finances by loans issued to Turkmenistan by China.’

In September 2010, Turkmenistan commissioned a natural gas compression station in Bag-
tyyarlyk which is considered an important part of the Turkmen-Sino natural gas transpor-
tation system. With a capacity of 70.5 MW (megawatts), it is capable of annually sending
60 million m? of natural gas to the pipeline, which will enable the country to significantly
increase supplies of natural gas to the Trans-Asian Natural Gas Pipeline. In January 2011,
Turkmenistan began re-pumping natural gas to the Jingbang compression station in China
which supplies natural gas to Beijing and the adjacent provinces. This action enabled the
commissioning of the western part of the West-East Natural Gas Pipeline connected to the
transnational Turkmen-Sino natural gas pipeline. Given the rate of Chinese economic growth,
Chinese demand for natural gas is expected to consistently grow.

Since 2010, Turkmenistan has been constructing the nation’s largest East-West natural gas
pipeline, which will connect the eastern part of the country, which has the largest natural gas
reserves, with the dynamically developing central and Trans-Caspian areas of Turkmenistan.
The pipeline will be almost 1000 km long, with a pipe diameter of 1420 mm and a capacity
of 30 billion m?® a year. It will stretch from the natural gas compression station Shatlyk-1
located in the Mary velayat or province to the compressor station Belek-1 in Balkan velayat.
Construction is being done by state companies TurkmenGas and Turkmennebitgasgurlushik
(Turkmen Petroleum and Gas Construction) with funding from TurkmenGas, at an estimated
cost of US$2 billion. The pipeline and the required ground infrastructure are expected to be
ready by mid-2015. Part of the Turkmen energy strategy, the pipeline will serve as an extra
guarantee of uninterrupted supplies to existing and planned international pipelines, and will
also serve growing domestic demand.

In 2010, Turkmenistan made significant progress promoting another large-scale infrastruc-
ture project which will play an important international role in establishing reliable energy
supplies in Asia; the construction of the Turkmenistan-Afghanistan-Pakistan-India Natural
Gas Pipeline (TAPI) that has been under discussion for over ten years. The TAPI is projected
to run for 1735 km from Turkmenistan, through the territories of Afghanistan and Pakistan,
to the border town of Fazilka in India, with a capacity for 33 billion m? of natural gas a year.

5 Website “Country Fellows,” http://www.russedina.ru
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In 2010, meetings between the TAPI Technical Working Group and Steering Committee, and
the Asian Development Bank (ADB) resulted in an agreement of concrete technical param-
eters of the pipeline and terms of supplies of natural gas. Final documents were prepared at
the 12th Meeting of the Project Steering Committee on 10 December 2010, attended by the
heads of line ministries and representatives of all project member states, and ADB represen-
tatives. The next day, at the Ashgabat Summit of Turkmenistan-Afghanistan-Pakistan-India
dedicated to the TAPI Project, the line ministers of the four countries signed two documents
paving the way for the practical implementation of the project: the Intergovernmental Agree-
ment on the Implementation of the TAPI Natural Gas Pipeline Project, and the Framework
Agreement on Natural Gas Pipeline between Governments of Turkmenistan, Afghanistan,
Pakistan and India.

Earlier, the large Dovletabat natural gas deposit was considered the resource base for the
pipeline. However, Dovletabat natural gas is currently supplying Russia and ensures a grow-
ing volume of exports to neighbouring Iran, so in 2011, Turkmentistan identified the South
Yoloten-Osman deposit as the resource base for TAPI.

In May 2011, the Parliament of Afghanistan approved the decision to build the TAPI, with
construction to begin in 2012. Turkmenistan has already started preparing for construction,
including equipping the construction base and the construction of the Atamurt-Akina-Andk-
hoi railroad. The implementation of the TAPI will markedly enhance the Turkmen position in
the prospective and ever-growing natural gas market of the Asia. Taking into consideration
existing natural gas pipelines leading to China and Iran, supplies of Turkmen natural gas
under the TAPI will overall ensure the possibility of exports to Asia of over 90 billion m? of
natural gas a year.

Pursuant to the Programme for the Development of the Petroleum and Natural Gas Industry
of Turkmenistan until 2030, the annual volume of extraction of natural gas will be brought
to 230 billion m?. By 2015, the country expects to bring its exports supplies of natural gas to
125 billion m? a year (barring a global economic crisis).

3.2. Petroleum and petroleum products

The Turkmen petroleum industry has experienced major developments and expansion over
the past few years. Recently, Turkmenistan created a state-of-the-art natural gas and petro-
leum extraction infrastructure in the western part of the country, using innovative engineer-
ing solutions and best Western experiences and practices. The Government of Turkmenistan
is attracting large investments into modernizing the national petroleum industry. Enter-
prises of the state-run company Turkmennebit are being equipped with advanced plants
and equipment manufactured by leading heavy equipment manufacturers from the United
States, Germany, China and Russia. This state-of-the-art equipment and technology is en-
abling the country to discover new deep deposits of petroleum in previously inaccessible
sediment, significantly expanding the volumes of accessible reserves of hydrocarbon fuel.

Recently commissioned deposits include Chekishler, South Kamyshlyja, and Nebitlije in the west-
ern part of the country. In February 2010, the country started developing the Northern Gotur-
depe deposit that is partially located on the Caspian shore. In April 2010, new prospective oil
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reserves were discovered in this area, in the Altyguyi deposit which until then had only been
considered a natural gas deposit. In 2010, Turkmenistan also began extracting petroleum in the
Central Karakum desert where newly identified Yilakly and Mydar deposits are being developed.

Other efforts to increase the volume of petroleum production include the development of
the South Yoloten deposit where, in addition to vast natural gas reserves, highly lucrative oil
reserves are expected. Petroleum is also being extracted at the Yashyldepe deposit on the
right bank of the River Amudarya. Petroleum from these deposits account for a significant
share of all volumes of commodities delivered to the Seyidi Petroleum Refining Plant (PRP).
Other deposits supply Turkmenistan’s second refinery, the Turkmenbashy PRP.

Comprehensive efforts to stabilize and increase volumes of extracted commodities at depos-
its in the western part of Turkmenistan such as Goturdepe, Nebitdag, Kumdag, Barsagelmes,
Ekerem, and Cheleken, are paying off, with booster pumping and natural gas compression
stations erected, multiple new drill holes prepared, and hundreds of kilometers of pipeline
and petroleum collection points constructed. All this coupled with the application of state-
of-the-art technologies and equipment has led to improvements in petroleum recovery rate
in petroleum beds and the intensification of petroleum extraction. Under the Programme for
the Development of the Petroleum and Natural Gas Industry of Turkmenistan until 2030, the
country plans to bring the petroleum production rate to 67 million tons.

Some major prospects for the further development of the vast potential of Turkmenistan’s
petroleum and natural gas industries are associated with the expansion of mutually benefi-
cial international cooperation in the energy sector. Priorities include projects aimed at the
development of deposits in the Turkmen sector of the Caspian Sea, the implementation of
new transportation routes for energy supplies, and the implementation of advanced tech-
nologies in surface-based hydrocarbon extraction and in processing hydrocarbons and the
petroleum chemistry industry.

Figure 3. Exports of petroleum and petroleum products
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Source: State Committee of Turkmenistan on Statistics,
Foreign Trade of Turkmenistan (statistical compilation, 1995-2011)..
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While quantities and direction of exports supplies of petroleum products are sensitive to
fluctuations in the global market and the degree of solvency of trade partners, investments in
state-of-the-art technologies in the petroleum processing industry facilitates the production
of high-quality, environmentally-sound petroleum products that remain in high demand in
the global market.

3.3. Cotton, textiles and other goods

The share of other goods in Turkmenistan’s exports remains relatively small and is decreas-
ing. The share of cotton fibre in the structure of exports decreased from 19.7 % in 1996 to
4.6 % in 2010, due to the development of the domestic production of interim finished goods,
primarily cloth. The primary importer of Turkmen textiles is Turkey.

Table 2. Production and exports of textile products

Product L] 2000 2007 2008 2009 2010
measure
Production Thousand tons  235.1 273.5 297.5 297.5 335.7
Cotton fibre . " Thousand tons  213.2 181.4 147.5 100.7 240.0
xports
P USS millions 2223.5 208.7 212.9 122.1 4471
USS millions thousand tons 49.1 85.6 88.7 72.2 92.4
Production million metres  thousand tons 23.6 37.1 39.5 33.6 53.3
Exports (m)?2
1.000.000 m? 54.5 162.7 100.6 52.3 116.5
USS millions 55.1 177.1 173.9 154.5 145.0
. 19.6 90.3 76.7 78.0 109.1
Production million items
29.5 136.2 59.0 36.8 53.9
19.4 18.7 20.7 17.3 14.8
Knitted goods million items 15.7 13.4 16.1 14.8 11.1
Exports -
USS millions 27.3 25.4 13.3 8.9 7.2
Production thousand tons 7.0 7.7 7.1 5.6 4.3
Knitted fabric thousand tons 3.2 1.6 1.2 1.5 2.9
Exports .
USSmillions 14.9 5.6 3.3 3.2 6.7
. thousand items 1.9 2.7 2.3 3.2 25
Textile apparel Exports -
USS millions 12.1 45.8 16.0 20.6 16.8

Sources: State Committee of Turkmenistan on Statistics, Statistical Yearbook, 2011,

and Foreign Trade of Turkmenistan (statistical compilation, 2000-2010).

Other products exported include technical iodine, sodium sulphate, technical carbon, raw
(grege) silk, washed (scoured) wool, and carpets and carpet goods.

Additional information about Turkmen exports is provided in the Annex, in Tables A2, A3
and A6.
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4. Imports of goods

Prior to 1991, Turkmenistan’s imports were dominated by consumer and food products. How-
ever, between 2005 and 2010, imports became dominated by investment products (78 % of total
imports), including industrial plant and other equipment (27-30 %) and raw materials and com-
modities (25-35 %), creating the preconditions for an increase in exports of finished goods.

Today, consumer goods account for about a third of total imports. While food accounts for a
small fraction of total imports, Turkmenistan continues to import staple food items such as
flour, meat, fruit and sugar. The country also imports huge quantities of consumer-purpose
industrial goods, and domestic demand for household appliances and consumer electronics
is almost fully satisfied by imports, accounting for 8-11 % of total imports. Turkmenistan
also depends on imports for pharmaceuticals. The chemical industry maintains a vast intra-
industry trade and the volume of its imports exceeds that of its exports by 6-8 %.

Exports of light consumer industry goods exceed imports of this industry by 1.8 times, and
this ratio is growing, due to increased domestic processing of raw materials such as cotton
fiber, wool and raw hides.

According to Turkmen customs statistical data, in 2010, the share of imports of goods by
individuals (or ‘shuttle trade’) accounted for less than 2 % of total imports (in 2000, about 6
%), while value of these imports grew in absolute terms. The largest share or 70 % of ‘shuttle
trade’ is transported by passenger cars (in 2000, over 30 %).

Recently, large volumes of imports come from the following countries (in descending order
of volume): Turkey, China (including Taiwan and Xianggang or Hong Kong), Russia, UAE and
[ran. Production and technical products are mainly imported from Turkey, China and Russia.
In both exports and imports, Asian countries account for the largest share (over 60 %).

Detailed information about the geographical and goods structure of imports is provided in
Tables A4, A5 and A7 in the Annex.

5. Customs regulation of foreign economic activity

Imposition of customs duties and taxation is one of the most effective administrative meth-
ods for regulating foreign economic activity (FEA). Customs regulation of Turkmenistan is
based on the Customs Code (2010, revised). The Customs Code identifies overarching objec-
tives and principles of customs taxation; the structure, status and functions of customs bod-
ies; the procedure for setting, approving and paying customs duties; sanctions for infringe-
ment of the customs treatment mode; and the appeal and review procedures.

Criteria for assessing the macroeconomic effect of FEA may include customs revenues from
foreign trade that encompass customs payments. Customs payments include customs duty
(import and export), value added tax (VAT), excise taxes and customs charges. The procedure
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for paying VAT and excise taxes is provided for in the Tax Code of Turkmenistan,® and the
list of goods impacted by custom duties regulations was established through a Presidential
Resolution” which went into effect on 1 August 20088,

The Presidential Resolution resulted in the repeal of the old list of taxable imported goods,
including fresh and refrigerated vegetables, cheeses of all types, fresh potatoes, semolina
farina, vegetable oil, canned fish, confectioneries, laundry soap and bath soap. Yet, 48 items
remain taxable. However, Turkmenistan has significantly reduced many customs duties and
eliminated certain major customs barriers to the export and import of many types of goods.
All types of garments and clothing accessories are now subject to a minimum fixed charge of
30 %, rather than varying rates from 30-100 % of their customs value; a 25 % reduction in
taxes was implemented on footwear; and rates of charges imposed on goods that were not on
the initial list of taxable imported goods were decreased from 5 to 2 %.

6. Trade relations with Central Asian countries

The proximity of Turkmenistan to other Central Asian (CA) countries has resulted in close
economic ties with them. Over the past 10 years, Turkmen foreign trade turnover with other
CA countries grew by 3.8 times; exports by 2.4 and imports by 5.1. Volumes of imports from
other CA countries by Turkmenistan exceed those of exports to them more than twofold.

The primary CA trade partners of Turkmenistan include Afghanistan, Kazakhstan and Uzbeki-
stan (Figure 4). Afghanistan imports Turkmen petroleum products, liquefied gas and other
products. Turkmenistan imports grain, flour, meat and meat products, mechanical engineering
and metal working products from Kazakhstan, and exports petroleum products, natural gas
and chemical industry products to Kazakhstan. Turkmenistan imports agricultural machinery
and replacement parts, technological equipment for light (consumer) industry, and fruit and
vegetable products from Uzbekistan, and exports petroleum refinery products, glass and light
(consumer) industry products and construction industry products to Uzbekistan.

Figure 4. Structure of trade of Turkmenistan with Central Asian countries, 2010.

a) Exports

B Afghanistan
Uzbekistan
Tajikistan

B Kyrgyzstan

[ Kazakhstan

2.6%

¢ Government of Turkmenistan, Tax Code of Turkmenistan (Ashgabat: Government of Turkmenistan, 2004).
7 Government of Turkmenistan, 27 July 2008.
8 Website of the State Customs Service of Turkmenistan: www.customs.gov.tm.
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6) Imports
3.8%

B Afghanistan
[0 Uzbekistan
[0 Tajikistan

B Kyrgyzstan
[l Kazakhstan

0.5% 3.2%

Source: State Committee of Turkmenistan on Statistics. Foreign Trade of Turkmenistan with Countries of the World
in 2010, (Ashgabat: State Committee of Turkmenistan on Statistics, 2011)..

However, CA countries only account for a small share of Turkmen imports and exports. For
example, in 2010, Kazakhstan’s share totaled 0.18 % of total exports and 1.53 % of total
imports. This is likely due to the fact that Turkmenistan’s neighbours possess similar export
commodities such as petroleum, natural gas and cotton, or have limited solvency.

Detailed volumes and structure of trade with CA countries including Afghanistan (2009-
2010) are provided in Table A8 in the Annex.

7. Problems and consequences of national dependence on commodities
and raw materials

Petroleum and natural gas from Turkmenistan account for the largest share of exports pro-
ceeds - natural gas - 53 %, crude oil - 11 %. (2010). Thus, petroleum and natural gas sectors
will remain the national economy’s primary elements and priority exports commodities for
many years to come.

However, the operations of these two sectors have an adverse impact on the environment
at all stages of the production cycle, from exploratory and surveying activities to processing
and storage.

The Government passed a series of legislative acts aimed to combat environmental pollution
by the petroleum and natural gas sectors on the ground and in the Turkmen aquatic area of
the Caspian Sea. The country annually allocates about US$ 200 million for environmental
protection activities. The State Committee for Statistics of Turkmenistan indicates that due
to these measures, the share of contaminant-free emissions into the atmosphere increased
from 26 % in 2003 to 34 % in 2008. Nonetheless, the issue of environmental protection re-
mains critical.

Other important problems include the dependence on revenues from exports by the petro-
leum and natural gas sector, as well as their rational use for the development of other in-
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dustries of the economy and the enhancement of the public living standards in the long run.
Today, the majority of exports revenues (over 60 %) are allocated to the social sector and, the
reduction of sales of, and prices for, raw materials and commodity resources in these sectors
would adversely affect the quality of life of the population.

Since independence, the Government of Turkmenistan has tried to diversify the economy.
Today, the structure of the Turkmen economy is significantly different from that of the So-
viet period: new industries in the consumer, textile and food industries have emerged and
been expanded, and the level and quality of processing of petroleum products and cotton,
petroleum chemistry products and other resources have improved. However, the risks of and
dependence on further development of the economy based on the petroleum and natural gas
sectors remain high.’

The issues related to Turkmenistan’s commodity dependence require separate and detailed study.
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