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ABSTRACT

Relevance. In mass media, the Silk Road Economic Belt and the Eurasian eco-
nomic integration are considered as the driving forces behind Eurasia’s develop-
ment. Nevertheless, the processes of Eurasian integration have been impeded by
the COVID-19 pandemic. In addition, 2020-2022 have been marked by political
turmoil in the Eurasian Economic Union (EAEU) member states. Modelled on
the European Union, the Eurasian Union increasingly resembles the former So-
viet Union, which is a matter of concern for the member states. On the other
hand, the growing democratic sentiments in the post-Soviet countries and the
competition between Russia and China for influence in Eurasia make the coop-
eration of the EAEU and the Belt Road Initiative (BRI) more problematic.
Research objective. The study examines the opportunities and challenges asso-
ciated with the possible integration of the Eurasian Economic Union (EAEU)
and the Belt Road Initiative.

Methods and Data. In this paper, we used an exploratory research design re-
lying on collecting secondary and primary qualitative data. Methodologically,
the study is based on the approaches of positive and nominative economics. The
qualitative research in the form of in-depth interviews helped us gain insight
into the economic problems of the EAEU member states. We also analyzed the
dynamics of each member country’s GDP and compared it with that of China for
the period from 2012 to present.

Results. The compatibility of national and transnational interests in the EAEU
programs is one of the main issues that have to be addressed. There have been
specified areas of the EAEU’s development, many of which reveal the Russian
Federation’s dominating role in managing the Union. According to the experts
we have interviewed, to implement its programs, the EAEU needs significant
centralization of power. On the other hand, the unresolved social, economic, and
political issues can become a significant obstacle to the integration.
Conclusion. Despite the widespread belief that the BRI would bring significant
welfare and trade benefits to its participants, the EAEU member countries and
China first need to focus on implementing political reforms, which the social
and economic agenda hinges upon.
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AHHOTAIIMA

AxTyanpHOCTB. B cpencTBax MaccoBoit MHpopManyuyu IKOHOMUYECKUI TOSC
[lenxkoBoro myTM M eBpasuiickas 9KOHOMMYECKas MHTErpalys paccMaTpyuBa-
I0TCA Kak JIBVDKyIMe cunbl passutusa EBpasun. Tem He MeHee, IIpoliecchl €B-
pasurickoit mHTerpanuyu 3aropmosmiaa ma"gemuss COVID-19. Kpome Toro,
2020-2022 ropbl 6bUIM OTMEYEHBI ITOIUTUYECKMMU HOTPSCEHUIMU B TOCYAAp-
cTBax-wieHax EBpasuiickoro skoHoMu4eckoro cowsa (EAIDC). CosgaHHbIl 10
o6pasuy EBpomneiickoro coro3sa, EBpasuiickuii coo3 Bce 60bllle HallOMMHAET
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6piBumit CoBeTckuit Coro3, 4YTO BBI3BIBa€T 03a00YEHHOCTb Y TOCYAApPCTB-YIe-
HOB. C Apyroi CTOpPOHBI, POCT JEMOKPAaTUYECKMX HACTPOEHMII B IIOCTCOBET-
CKMX CTpaHaX M KOHKypeHLMA Mexay Poccueit n Kuraem 3a Bnuanue B EBpa-
3uM jenaioT corpygHndectso EASC n mannmatusbl «OiMH NOSC, ONUH IIyTh»
(OIIOII) 607ee ysI3BUMBIM.

Ienb nccnegoBanus. B uccnenoBaHNN PacCMaTPUBAIOTCA BO3SMOXKHOCTY U BbI-
30BbI, CBA3aHHbIE C BO3MOXKHOII MHTerpanueii EBpasniickoro sKoHOMI4eCKOro
corsa (EADC) n nanymarussl «OfUH HOSC, OAVH Iy Th».

[anHbIe 1 MeTOAbI. B 3TOI1 cTaTbe Mbl UCIIONb30BAIN UCCIEOBATEIbCKUIL J1-
3ailH, OCHOBaHHBIII Ha cOOpe BTOPUYHBIX ) IIEPBUYHBIX KaueCTBEHHBIX JaH-
HBIX. MeToponornuecku uccnefoBanye 6asupyercsa Ha IOfXOflaX HO3UTUBHOI
U HOMMHATUBHOJT 9KoHOMMKM. KadecTBeHHOe ncciefoBanme B popme IIyOuH-
HBIX MHTEPBBIO IIOMOITIO HaM pasobparbcsi B 9KOHOMUYECKUX IIpobIeMax ro-
cypapctB-yneHoB EADC. Mbl Takke npoaHanusuposany auHamuky BBII xa-
K01 CTpaHbI-4JIeHa ¥ CPAaBHWIN ee ¢ iuHaMuKoit Kuras sa nepuop ¢ 2012 roga
II0 HaCTOsAILLee BpeMsl.

PesynbraThl. COBMECTMMOCTD HallMOHA/IbHBIX U TPaHCHAIIVIOHAIbHBIX IHTEpE-
coB B nporpammax EADC sBiseTCs1 OGHUM U3 OCHOBHBIX BOIIPOCOB, TPeOyIo-
mux pemennsd. Onpenenensl HanpasaeHus passutua EA9C, MHor1e U3 KOTo-
PBIX BBIABIAIT JOMMHUPYIOLTYIO pob Poccuiickoit Pefepanyy B ynpaBaeHUn
CorosoM. ITo MHEHNMIO ONPOIIEHHBIX HAMM KCIIEPTOB, /I peanusaluu CBOUX
nporpamm EADC Heobxopuma 3HaunTeNbHast LeHTpanusanus Bractu. C apy-
TOJ1 CTOpPOHBI, HEpeLIeHHbIe COLIMa/IbHbIE, 9KOHOMUYECKIE U IIONUTUYECKIE BO-
IIPOCBHI MOTYT CTaTh CEPbE3HBIM IIPENATCTBUEM JI/IS1 MHTEI DAL

BriBoppl. HecMoTps Ha IMpOKO pacnpocTpaHEHHOE MHEHME, YTO MHUIIMATABA
«OpyH H0SIC — OAMH MyThb» IIPUHECET 3HAYNUTEIbHbIE BBITOMBL /s O/1aT0COCTO-
SIHUS Y TOPTOBJIY €0 Y4aCTHMKOB, cTpaHaM-wieHaM EADC n Kuraro Heo6xo-
VMO B IIEPBYI0 OYepeb COCPEJOTOYUTHCA Ha Peanu3aly MOIUTUYECKUX pe-
($hopM, OT KOTOPBIX 3aBUCUT COLIMAIbHO-9KOHOMMYECKas IIOBECTKA.
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Introduction

The Eurasian Economic Union (EAEU) and
China’s Belt Road Initiative (BRI) are the two ma-
jor driving forces behind Eurasia’s transformation
into the zone of development. The intersection
of Europe and Asia provides a valuable strategic
resource that can help the EAEU member states
realize their transit potential, ensure their inte-
gration into the global economic system and raise
their economies to a new level.

The BRI is based on the concept of free trade,
which contributes to the economic prosperity of
the countries participating in the project (Zhang,
2020). In the light of this project, the management
of cross-border projects is becoming increasing-
ly important, especially for Kazakhstan, which is
located at the intersection of the transcontinental
corridors between Europe and China (Brauweiler
etal., 2022).

The EAEU represents “a geopolitical success”
with “a GDP of $1.59 trillion... and a population
of almost 200 million” (Sergi, 2018, p. 52). Eurasia
is “beginning to take shape” and “will play the role
of a new geostrategic and economic pole” (Kara-
ganov, 2018, p. 85).

The study aims to describe the prospects of
the partnership between the EAEU member states
and the BRI in the context of the current global
geopolitical situation. Methodologically, the study
relies on SWOT and PESTEL analysis.

This aim determines the following research
objectives:

— Identify the Eurasian Economic Union’s de-
gree of integration;

— Analyze the compatibility of national and
transnational interests of the EAEU countries and
China;

— Determine the main areas of development
of the EAEU and the dominant stakeholders of
the integration;

- Conduct a survey among the experts on the
EAEU, BRI, and their integration;

— Determine the risks of the potential integra-
tion of the EAEU and BRI.

Eurasia is home to many peoples and civiliza-
tions. In the 21st century, Eurasia is being “torn”
between Europe and Asia, it does not have its
own identity and is mostly perceived as a space of
competition between the great powers. Eurasian
countries face common challenges, namely envi-
ronmental threats, drug trafficking, and religious
extremism. Terrorism has moved from isolated
acts in individual countries to large-scale aggres-
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sion across the continent. On the other hand,
Russia, Kazakhstan, and Central Asian countries
are becoming attractive for investment due to the
abundance of their natural and human resources'.

Dynamically developing regional powers are
now trying to consolidate their territories. The
crises and challenges that accompany these pro-
cesses are aggravated by the pandemic and polit-
ical instability in the EAEU member states. It is
hard not to agree with Vinokurov, who has aptly
pointed out that the EAEU has not been a blame-
less “success story” (Vinokurov, 2017).

Theoretical framework

The Eurasian Economic Union versus the Union
of Soviet Socialist Republics

The EAEU is geographically placed between
the European Union and China and covers the
bulk of Eurasia. The EAEU was established in 2015
to help its member states establish intraregional
economic ties, modernize national economies,
and improve global competitiveness. The EAEU
is aimed at ensuring the free movement of goods,
services, capital, and workforce across its territory
and to pursue a coordinated and uniform policy in
the sectors of the member states’ economies. Like
the EU, the EAEU is based on the four freedoms
mentioned above. The EAEU is often described as
“Russia’s equivalent to the EU”2, and its prospects
are connected with Russias political ambitions,
seeking to unite the weaker states. However, im-
itation itself is meaningless and, “to succeed with
its hegemonic project”, Russia should not copy the
EU but “learn how to present the achievements
of integration...to obtain social consent and take
cultural leadership” (Kirkham, 2016).

The volume of mutual trade in goods in Janu-
ary 2022 amounted to 5 billion US dollars, 17.3%
higher than in January 2021. Within the EAEU,
the volume of mutual trade in goods in January
2022 amounted to 5 billion US dollars, which is
17.3% more than in January 2021.

Kazakhstan’s President Tokayev, in his speech
on February 25 2022, at a meeting with the go-
vernment heads of the EAEU member states, noted

! Karaganov, S. et al. (2015). Analytical report “Creation
of Central Eurasia” (p. 1-24). Moscow: International Valdai
Discussion Club. Retrieved from https://search.rsl.ru/ru/re-
cord/01008156234

2 Devonshire-Ellis, C. (2019). Eurasian Economic
Union (EAEU) Agrees New Free Trade Deals. Retrieved
25 December 2019, from https://www.silkroadbriefing.com/

news/2019/02/12/china-russia-great-eurasian-partnership-de-
velopment-track-eaeu-agree-regional-free-trade/
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that, according to the results of 2021, the union’s
foreign trade had grown by more than 34 % and
domestic trade, even more significantly — by 67 %?°.

The EAEU is said to be “led by Russia” and
formalized for “regional economic integration”.
The Union comprises five countries: Russia, Ka-
zakhstan, Belarus, Armenia, and Kyrgyzstan and
could be considered as “a hybrid half-economic
and half-political Janus Bifrons” (Sergi, 2018).
Interestingly, Putin’s statement that the collapse
of the USSR was one of the “greatest geopoliti-
cal tragedies of the 20™ century” contradicts his
renouncement of the plans to rebuild the So-
viet Union (Sergi, 2018, p. 54). As a result, Rus-
sia is concerned about other countries’ regional
influence and looking forward to maintaining
“near exclusivity in trade with the near abroad,
on terms favorable to Moscow”; otherwise, “Chi-
na may gain control over Eurasian economies”
(Spechler & Spechler, 2013). In its turn, the USA
sees the EAEU and Russia-led efforts such as the
Collective Security Treaty Organization (CSTO)
as a “thinly-veiled means to promote Russia as
a regional economic, political, and security hege-
mon” (Kuchins, 2018, p. 125).

Russia needs to put forward “a strategy for
developing the Eurasian infrastructure” (Lukin &
Yakunin, 2018, p.100). However, the integration
process is complicated by regional differences,
which is a concern for many countries (Timiry-
anova et al., 2022). It should be noted that regio-
nal differences could also be a severe problem for
national development (Kireyeva et al., 2022).

The EAEU originated in the Customs Union
(Vinokurov, 2017). The Customs Union of Russia,
Belarus, and Kazakhstan was “a big step in region-
al integration,” and it was evident that “acting as
the EU, the Eurasian Union could help member
countries take the liberalizing steps they could not
take on their own” (Hartwell, 2013).

The Belt and Road Initiative

The BRI is based on the concept of free trade,
contributing to the economic prosperity of the
countries participating in the project. While Rus-
sia “moves eastwards to develop the Russian Far
East,” China under the BRI “expands westwards
engaging in laborious negotiations with Central

* Prezident Tokaev provel vstrechu s glavami pravitelstv
stran EAJeS. Glavnye novosti Kazahstana - Tengrinews.kz.
(2022). Retrieved 4 May 2022, from https://tengrinews.kz/
kazakhstan news/prezident-tokaev-provel-vstrechu-glava-
mi-pravitelstv-stran-462930/
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Asian countries and costly investments in infra-
structure and logistics” (Malle, 2017).

Since the 1980s, China has been steadily in-
creasing its pace of growth, significantly outrun-
ning the global average. China ranks first in terms
of GDP at purchasing power parity (PPP) and
second in nominal GDP, second only to the Unit-
ed States. However, over the past decade, China’s
economy has been slowing down. Despite all this,
expert forecasts are more than optimistic. Devon-
shire-Ellis (2015) insists that the BRI is one of the
“biggest diplomatic and economic ideas”; it “em-
braces a vast and diverse territory”, “affects the fu-
ture of Eurasian trade flows”, and “will change the
economic and social geography of ‘Euro-Asia™*.

In 2013, China launched the Silk Road Eco-
nomic Belt and Maritime Silk Road initiatives
known as the “One Belt, One Road.” China’s Belt
Road Initiative implies substantial investment
into the infrastructure projects which will con-
nect Asia, Europe, and East Africa. Large-scale
joint transport infrastructure projects and corri-
dors “are becoming more prominent in Central
Asia ... and other parts of the developing world”
(De Soyres, Mulabdic & Ruta, 2019). Regarding
the “cost, environmental impact, and infrastruc-
ture reliability”, there are “remarkable advantages
of the corridors over the traditional ocean route”
(Wen, Ma, Choi & Sheu, 2019, p. 581).

According to China’s leader Xi Jinping, The
Belt and Road Initiative “aims to complement the
development strategies of countries involved by
leveraging their comparative strengths. We have
enhanced coordination with the policy initia-
tives of relevant countries, such as the Eurasian
Economic Union of Russia, the Master Plan on
ASEAN Connectivity, the Bright Road initiative
of Kazakhstan, the Middle Corridor initiative of
Turkey, the Development Road initiative of Mon-
golia, the Two Corridors, One Economic Circle
initiative of Vietnam...”.

Putin welcomed the BRI and pointed out that
it will help add up the potentials of the EAEU,
BRI, and ASEAN “to form a sizeable Eurasian
partnership™. Kazakhstans President stated that

* Devonshire-Ellis, C. (2015). China's New Economic
Silk Road: The Great Eurasian Game & the String of Pearls
(I*ed., 174 p.). Asia Briefing Ltd.

* Full text of President Xi's speech at opening of Belt and
Road forum. (2022). Retrieved 2 July 2022, from https://www.
mfa.gov.cn/ce/ceau/eng/gdtp 16/t1463341.htm

¢ Putin, V. (2019). Mezhdunarodnyj forum “Odin poyas,
odin put”. Retrieved 28 December 2019, from http://kremlin.
ru/events/president/news/60378 (In Russ.).
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the BRI “allows to create a new geo-economic
paradigm™. In Kazakhstan, the BRI is investing in
special economic zoens, industrial parks, tourism,
urban development industries and the projects
that are related to “infrastructure development in
the transport, energy, mining, IT and communi-
cations sector™®.

However, some Kazakh experts are expres-
sing concern about China’s extension of influence.
Heer (2020) argues that the importing “model of
governance and economic development” of the
Chinese Communist Party may have far more
severe consequences because “Beijing’s goals,
strategies, and tactics” do not correspond to the
“goals, strategies, and tactics of the other coun-
tries”. Political and business leaders of the USA,
EU, and India felt that the BRI was not just about
the implementation of “an ambitious project but
the beginning of the reformatting of the entire
world order”; as a result, some countries began “to
boycott the One Belt, One Road, block geographic
expansion project, create a negative international
reputation for it™.

It is probably true to say that, the BRI has the
potential to intensify regional and global trade re-
lations and thus contribute to China’s economic
development. There are claims that the BRI is in-
creasing China’s influence, which has implications
for the geopolitical competition with the United
States. Using the political economy approach,
Flint & Zhu (2019, p. 95) demonstrate that the
goals and processes of the BRI are “inseparable”.
Furthermore, they argue that the BRI is neither
an economic project nor a political one but would
create “possibilities for global cooperation and
conflict” (Flint & Zhu, 2019, p. 95). As a result, the
BRI has provided Chinese firms with “significant
incentives to speed up the pace of international-
ization” (Li, Liu & Qian, 2019, p. 350). Their study
of Chinese firms in the Xinjiang Uygur Autono-
mous Region (XUAR) has led them to the con-

7 Participation in Belt and Road Forum for International
Cooperation — Official site of the President of the Republic of
Kazakhstan. (2019). Retrieved 15 December 2019, from http://
www.akorda.kz/en/events/international community/foreign
visits/participation-in-belt-and-road-forum-for-internation-
al-cooperation

8 Belt and Road Initiative — Project Overview. (2019). Re-
trieved 29 December 2019, from https://www.beltroad-initia-
tive.com/projects/

° Ivanov, I. (2019). “Odin poyas — odin put” vedet k no-
vomu mirovomu poryadku. Retrieved 28 December 2019, from
https://russiancouncil.ru/analytics-and-comments/analytics/
odin-poyas-odin-put-vedet-k-novomu-mirovomu-poryadku/

(In Russ:).

clusion that the BRI has “a positive formal institu-
tional effect on the export performance of XUAR
firms that target the “Belt” countries” (Li, Liu &
Qian, 2019, p. 350).

Foo, Lean & Salim (2019) state that the BRI
is a promising mechanism for trade facilitation in
many countries explaining it by the gravity mo-
del built on the data of the ASEAN’s countries and
China from 2000 to 2016; so, the coefficient of the
BRI model is positive and statistically significant.
Therefore, as far as the increased trade flows be-
tween the ASEAN countries and China are con-
cerned, the BRI would bring benefits to both sides.

The BRI is becoming a new driver for univer-
sal development in terms of the global infrastruc-
ture needs and long-term economic strategy. As
Xi Jinping claimed, “China will actively promote
international cooperation through the BRI” to
“create drivers of shared development™'°.

The BRI positively influences Chinese firms’
outward foreign direct investment activities, but
“both the direction and the magnitude of this
impact depend on the host countries’ willing-
ness to participate” (Yu, Qian & Liu, 2019). The
BRI promotes more FDI in developing countries
(Yu, Qian & Liu, 2019). The BRI is described as
the “greatest international economic ambition’,
aiming to stimulate economic development “in
a vast region..., accounting for 64% of the world
population and 30% of world GDP” and that
“faces very high barriers, including lack of central
coordination mechanism, potential clash of dif-
ferent political regimes and beliefs and financial
viability of cross-border projects” (Huang, 2016,
p- 314). According to Liu & Xin, (2019, p. 360)
to promote development, it is necessary “to value
foreign trade, improve innovation mechanism,
cultivate talents and actively embed in the BRI
construction”.

Gu, Humphrey & Messner (2008) express
their concern about “China’s increasing asser-
tiveness as a potential challenge to the established
global order. Nevertheless, Chinese leaders al-
ways emphasize their commitment to “peaceful
development” and absence of any “expansionist
intentions”.

It is observed that “China’s global reputation
during 2000-2007 was generally positive, but
since 2008 China’s international appeal has de-

10 Xi, J. (2017), Secure a Decisive Victory in Building
a Moderately Prosperous Society in all Respects and Strive for
the Great Success of Socialism with Chinese Characteristics
for a New Era, Delivered at the 19th National Congress of the
Communist Party of China, 18 October.

r-economy.com

Online ISSN 2412-0731


https://doi.org/10.15826/recon.2022.8.2.014
http://www.akorda.kz/en/events/international_community/foreign_visits/participation-in-belt-and-road
http://www.akorda.kz/en/events/international_community/foreign_visits/participation-in-belt-and-road
http://www.akorda.kz/en/events/international_community/foreign_visits/participation-in-belt-and-road
http://www.akorda.kz/en/events/international_community/foreign_visits/participation-in-belt-and-road
https://www.beltroad-initiative.com/projects/
https://www.beltroad-initiative.com/projects/
https://russiancouncil.ru/analytics-and-comments/analytics/odin-poyas-odin-put-vedet-k-novomu-mirovo
https://russiancouncil.ru/analytics-and-comments/analytics/odin-poyas-odin-put-vedet-k-novomu-mirovo

R-ECONOMY, 2022, 8(2), 172-186

doi: 10.15826 /recon.2022.8.2.014

177

clined somewhat, except perhaps in Africa and
some Asian countries”'. However, there are also
more positive evaluations of the BRI project, pro-
vided that it will be accompanied by some politi-
cal reforms. De Soyres, Mulabdic, and Ruta (2019)
state that if infrastructure projects and political
reforms are implemented, “the BRI transport in-
frastructure projects would increase GDP for BRI
economies by up to 3.35%”"2.

The Eurasian Economic Union
and the Belt and Road Initiative

On May 8, 2015, right after it was established,
member states of the EAEU signed the joint dec-
laration of cooperation with China on linking the
EAEU and BRI projects. As Karaganov puts it,
“Moscow and Beijing have agreed to ‘pair’ their
One Belt, One Road project and the Eurasian Eco-
nomic Union™".

On May 17, 2018, the Agreement on Trade and
Economic Cooperation between the EAEU and the
PRC was signed'. The Eurasian Economic Union
and BRI conjugation is carried out in two main
areas: soft and hard infrastructure. Cooperation
in the sphere of soft infrastructure development
implies harmonization of the technical standards,
rules, and regulations, and cooperation in the
sphere of hard infrastructure is based on establi-
shing transport corridors and energy cooperation.
The Eurasian Economic Commission has compiled
a list of 39 priority infrastructure projects suppor-
ting the Silk Road Economic Belt. These projects
are aimed at road construction and modernization,
the creation of transport and logistics centers, and
the development of key transport hubs.

! Blaauw, E. (2022). The driving forces behind China's
foreign policy — has China become more assertive? Retrieved
2 July 2022, from https://economics.rabobank.com/publica-
tions/2013/october/the-driving-forces-behind-chinas-for-
eign-policy-has-china-become-more-assertive/

2 De Soyres E, Mulabdic A., Ruta M. (2019). Com-
mon Transport Infrastructure: A Quantitative Model
and Estimates from the Belt and Road Initiative (English).
Policy Research working paper; no. WPS 8801. Washing-
ton, D.C.: World Bank Group. http://documents.worldbank.
org/curated/en/879031554144957551/Common-Trans-
port-Infrastructure-A-Quantitative-Model-and-Esti-
mates-from-the-Belt-and-Road-Initiative

¥ Karaganov, S. (2022). From East to West, or Greater
Eurasia. Retrieved 2 July 2022, from https://eng.globalaffairs.
ru/articles/from-east-to-west-or-greater-eurasia/

1 O ratifikacii Soglasheniya o torgovo-ekonomicheskom
sotrudnichestve mezhdu Evrazijskim ekonomicheskim soyu-
zom i ego gosudarstvami-chlenami, s odnoj storony, i Kitajskoj
Narodnoj Respublikoj, s drugoj storony - IPS “Odilet”. (2022).
Retrieved 24 April 2022, from https://adilet.zan.kz/rus/docs/
721900000259
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The EAEU and BRI would provide a “fitting
response to the changing international econom-
ic environment” (Lukin, 2016). One of the argu-
ments for integrating the BRI and the EAEU is
that these projects will complement each other
and thus create a common economic space across
the entire Eurasian continent. On the other hand,
any “linkage” of the EAEU and BRI is impossible
because of the competition between Russia and
China in Eurasia (Alimov, 2018). Moreover, Mo-
stafa & Mahmood (2018, p. 163) deny progress
and success in the case of Russia’s “domination,
influence, control, and pressure”

Despite the importance of “the Russo-Chi-
nese relationship in both Asian and international
security; Blank & Kim (2016, p. 112) believe that
Russia is “increasingly unable to compete with
China” and “is losing out to China and becoming
more dependent on it”. In any case, with the rise of
China and Russia, “the Eurasian supercontinent
is being “rewired” economically, politically, and
strategically” (Kuchins, 2018, p. 125). China and
Russia have vital interests in pursuing projects in
Central Asia, where both are economically pres-
ent. “Judging from their comparative strengths
and geo-economics, neither could reasonably be
a winner” (Malle, 2017, p. 137).

The implementation of joint projects and eco-
nomic and political convergence occurs between
the EAEU and BRI in many fields: energy, logis-
tics, and trade in national currencies, transport,
and infrastructure. Despite the promising steps
that have been made so far, more should be done
toward achieving balanced economic develop-
ment for all Eurasian countries (Sergi, 2018). For
its part, China sees the EAEU as an essential re-
gional partner in Eurasia, expressing its willing-
ness to cooperate'.

According to Tracy, Shvarts, Simonov &
Babenko (2017), the BRI will create new environ-
mental risks across the entire Eurasian continent,
especially in the countries with predominately
poor records of ecological governance, including
the former Soviet republics and Russia.

The expansion of the EAEU is not limited to
the post-Soviet space. Along with establishing
close relations with the ASEAN countries, the
EAEU seeks to participate in large-scale projects
under the BRI. The growing Chinese econo-
my needs Central Asias raw materials and ac-
cess to transit to Europe, which is why China is

15 SCO. (2019). Retrieved 28 December 2019, from http://
rus.sectsco.org/news/20191224/617455.html
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seeking to implement large-scale infrastructure
projects such as the BRI. For Russia and the Cen-
tral Asian countries, joining Chinese projects
means investing in transport infrastructure, re-
vitalizing the regions’ economies, and opening
additional opportunities for exporting energy
resources to the PRC. For its part, China extends
its influence and infrastructure elements to the
Central Asian region to access local energy sourc-
es and sales markets. So far China has largely pre-
ferred to act within the framework of its own New
Silk Road project and shown little interest in other
regional economic associations such as the EAEU.

Method and Data

In the paper, we used an exploratory research
design relying on the collection of secondary
qualitative and quantitative and then primary
qualitative unstructured data. The preliminary re-
search focused on Eurasian projects and revealed
the problems faced by the economies of the EAEU
member states.

Data collection and analysis of secondary
quantitative data in the study had a longitudinal
character: we looked at an extended period from
2015 to present. The primary research in the form
of in-depth interviews was conducted among pro-
fessionals, academic researchers, and scholars spe-
cializing on world economy and regional studies.
The experts came from Kazakhstan, Russia, China
(Hong Kong), Germany, and the Czech Republic.
Our research strategies included official/nonoffi-
cial inquiry, emergent research design, and pur-
poseful sampling (N =45). We tried to get a more
nuanced picture of the contemporary research on
the EAEU and its prospects of integration with
the BRI. Data collection and analysis have been
conducted concurrently.

As part of the study, the authors collected sec-
ondary and primary information by using the ap-
proaches of positive and nominative economics.
Secondary information was collected from open
sources and publications from the scientific data-
bases Scopus, Web of Science, and SpringerLink.
The analysis of secondary information was carried
out from the perspective of positive economics,
the results of which are presented in the literature
review; we also analyzed indicator dynamics.

The results of the interviews are of a nomina-
tive nature since the experts expressed their own
opinions. The interviews were unstructured as the
experts had different specializations. As a rule,
European and American experts (the Czech Re-
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public, Germany, USA, Hungary, Poland, and
UK) were more critical of the possibility of lin-
king the EAEU and BRI, while Chinese specialists
(Mainland China, Hong Kong) were more enthu-
siastic about the BRI and were less interested in
the EAEU. Experts from Russia and Kazakhstan
positively evaluated the merging of the EAEU and
BRI. However, some Kazakh experts advocated
their country’s cooperation with the BRI but out-
side the Eurasian Economic Union.

Results and Discussion

Eurasian Economic Union’s development
priorities until 2025

The EAEU was created to strengthen natio-
nal economies and enhance the competitiveness
of member states in the global economy in the
period of global economic instability and geo-
political changes in Eurasia. The development of
the member states’ economies depends mostly
on their participation in the Eurasian integra-
tion project. The main problem of the EAEU is
to ensure the compatibility of national and trans-
national interests in its programs. Many of the
areas of the EAEU’s development point to the
Russian Federation’s critical and leading role in
managing the Union.

According to Kazakhstani experts, the im-
plementation of programs requires a significant
centralization of power in the hands of the EAEU
when it comes to a common trade policy, coor-
dinated macroeconomic and monetary policy,
transport and energy policy, agro-industrial sec-
tor, industrial cooperation, and protection of con-
sumers’ rights. The findings of Garrett & Rodden
(2000) do not contradict the importance of cen-
tralization because “powerful regions know that
it is centralized systems of taxing and spending,
rather than decentralized ones that are likely to
deliver the most fiscal redistribution in favor of
their citizens™'.

The key areas that need to be prioritized in-
clude the following:

1. Ensuring macroeconomic stability by rai-
sing the level of technological development and
diversifying national production and exports.

2. Stimulating business activity and enhan-
cing investment attractiveness.

3. Increasing production and export of inno-
vative products and technologies.

¢ Garrett, G., & Rodden, J. (2000). Globalization and

Decentralization (p. 23). Chicago, IL. Retrieved from https://
www.files.ethz.ch/isn/29998/2000-03.pdf
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4. Creating a financial market within the
EAEU.

5. Infrastructure development.

6. Development of human resources.

7. Resource conservation and energy efficien-
cy enhancement by prioritizing low-energy sec-
tors of the economy and implementing nuclear
energy projects.

8. Regional development (interregional and
cross-border cooperation).

9. Realization of foreign trade potential

The analysis of the EAEU member states’ na-
tional economic programs has shown certain con-
tradictions between the national economic tasks
and the objectives of the EAEU. The current na-
tional economic programs until 2025 retain their
main priorities of industrial development and
focus on using the countries’ participation in the
EAEU for further development and strengthe-
ning of their national economies. These docu-
ments demonstrate their export-oriented focus
with national interests prevailing over those of
the EAEU. The member states are considering the
common economic space only from the stand-
point of additional export opportunities for na-
tional economies, while it is supposed to saturate
the domestic markets only with import substitu-
tion products (Kuzmina, 2019).

Based on the above directions and documents
adopted within the framework of the EAEU, un-
til 2025, it is planned to create a common energy
market and develop transport corridors.

In May 2019, the heads of the EAEU mem-
ber states signed an international agreement to
form a common electricity market. The document
determines the legal basis for its creation, func-
tioning, and development, the bodies and organi-
zations that will manage and ensure the Union’s
electricity market, infrastructure organizations,
and ways to trade electricity.

Some results have been achieved in transport
integration across the EAEU. Transit potential is
a powerful tool for realizing its capabilities to main-
tain international transport flows between differ-
ent regions. In countries like Austria, the Nether-
lands, and Singapore, transit is a significant income
source and plays an essential role in the national
economy. Significant changes affected automobile
transport control that has been transferred to the
external borders of the EAEU, and unified do-
mestic tariffs have been set for the transportation
of goods by rail. The cargo turnover of all types of
transport (except for pipelines) over the same pe-

R-ECONOMY 4

riod increased to 3,367 billion t-km (by 23%), and
passenger turnover, up to 811 billion pass-km (by
33.4%) (Asaul & Mohov, 2018).

In the modern world, countries located far
from the main world markets without direct ac-
cess to a sea or countries that are not ready to
cooperate in international transport links are
doomed to stagnation. In the context of globa-
lization, transit is becoming an essential condition
for countries’ active participation in international
trade and development of transport industry; it is
also a source of the government’s income coming
from payments for transit traffic.

Kazakhstan demonstrates a considerable in-
terest both in the EAEU and BRI. The view of Karl
Gheysen, the CEO of the Khorgos Gateway land
port on the Kazakhstan/China border, instills
confidence in the future of Kazakhstan: “If you
take Russia, the largest country; China, the larg-
est economy; India, one of the largest populations,
and you put these three together; right in the mid-
dle, is Kazakhstan™"’.

An agreement has been reached on linking the
Kazakh “Bright Path” and the BRI. International
transport corridors facilitate the realization of Ka-
zakhstans transit potential. The most promising
areas for Kazakhstan are the routes through Rus-
sia to the EU countries; the routes to China, Japan
and the countries of Southeast Asia; the routes to
Central Asia, the Caucasus, Iran and Turkey.

Transit through the territory of Kazakhstan
has several advantages: primarily, the speed and
reduction of the producer’s distance to the con-
sumer from Asian countries to European coun-
tries and vice versa. It is common knowledge that,
unlike the corresponding sea route where the car-
go is in transit for 35-40 days, the delivery time by
land is reduced by 2-3 times.

The development of the transport infra-
structure and logistics system of Kazakhstan and
neighboring countries under the BRI contributes
to international traffic growth and the expansion
of all countries’ transit potential.

As far as the agro-industrial policy of the
EAEU is concerned, the key trends are as follows:

— the growing dynamics of the agricultural
production volume index due to the production
of crop and livestock products (102.5% in 2017);

17 Shepard, W. (2019). The Western Europe-Western
China Expressway to Connect the Yellow Sea with the Baltic.
Retrieved 29 December 2019, from https://www.forbes.com/
sites/wadeshepard/2016/07/10/the-western-europe-western-
china-expressway-to-connect-the-yellow-sea-with-the-bal-
tic/#27d8e7dd6¢95
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— a consistent increase in the share of mutual
trade (from 4% in 2012 to 6.6% in 2017);

—an increase in the exports of agricultural
products from the EAEU to third countries (by
21.5% in 2017 compared to 2016 to $ 20.6 billion)'®.

The Eurasian Economic Commission esti-
mates that the EAEU is the world’s second most
developed integration association after the Eu-
ropean Union'. The Eurasian Economic Com-
mission, together with the authorized bodies of
the EAEU member states, work systematically to
regulate non-tariff barriers that impede the func-
tioning of the internal markets. The Commission
monitors the harmonization of the legislation on
the territory of member states and collaborates
with business associations to identify and address
any bottlenecks.

Let us now consider the EAEU member coun-
tries’ GDP from 2012 until 2021 and compare it
with that of China (see Table 1).

Over a seven-year period, the GDP of Ka-
zakhstan, Russia, and Belarus increased by 27%,
19%, and 13%, respectively. The GDP of the small
economies of Armenia and Kyrgyzstan increased
by 49% and 41%.

'8 Malahova, A. (2020). Perspektivyi soglasovannoy agro-
promyishlennoy politike Rossii v EAES - Evraziyskie Issledo-
vaniya. Retrieved 15 February 2020, from http://eurasian-stud-
ies.org/archives/11169 (In Russ.).

1 Eurasian Economic Commission. (2022). Retrieved 2
July 2022, from http://www.eurasiancommission.org/en/Pag-
es/default.aspx

The graphical representation of GDP demon-
strates the incompatibility of the member states’
economies in terms of their size. It also shows an
obvious increase in GDP. On the other hand, GDP
as an indicator does not reflect the nature of the
products produced; therefore, its growth should not
be associated with an increase in economic or social
welfare. The EAEU has a GDP of $5314,9 billion
while China’s GDP is $27206,3. Thus, the significant
differences in GDP make us doubt the economic
feasibility of the EAEU and BRI’s conjugation.

Table 2 demonstrates tariff barriers for all
products, primary and manufactured. Almost the
same level of tariffs in the EAEU and China indi-
cates the possibility of a relatively painless integra-
tion of member countries’ economies into China’s
economy as long as there is an equal trade policy.

To improve the quality of the integration, the
EAEU needs to strengthen its operating structures
(similar to the way it is done for the BRI) to ensure
systemic security in Eurasia. From this point of
view, close cooperation with China under the BRI
project gives the EAEU such an opportunity.

To create joint special economic zones, it is
first necessary to tackle the problem of compe-
tition and develop the corresponding strategy
(Yerimpasheva & Tarakbaeva, 2021). Otherwise,
establishing a special economic zone may take 10
to 30 years, while the creation of more sustainable
institutionalized mechanisms would be a matter
of an even more distant future.

Table 1
Comparison of GDP of the EAEU member countries and China (US$ billion) in 2012-2021
Change
EAEU in the period
2012 | 2013 | 2014 | 5000 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | O ICPIROC
existence, %
1 2 3 4 5 7 8 9 10 11 12
Kyrgyz Republic
203 | 231 | 250 | 251 | 285 | 31.3 | 33.1 | 353 | 326 | 353 41%
Rﬁ“bh“’fArmema 270 | 285 | 292 | 292 | 314 | 357 | 384 | 421 | 395 | 434 49%
.:R°—p“bh°°fBelarus 1710 | 179.4 | 179.6 | 171.2 | 1684 | 173.6 | 183.4 | 189.3 | 190.3 | 202.8 13%
Republic of Kazakh-| 376 | 4175 | 4275 | 407.4 | 423.8 | 4485 | 4780 | 508.5 | 5012 | 542.9 27%
stan [IEW
R;SSIanFedera“on 3480.3 | 3741.8 | 3763.5 | 3526.2 | 3538.6 | 3818.8 | 4019.8 | 4181.6 | 4117.7 | 4490.5 19%
EAEU member - — 44248 | 4159.1 | 4190.7 | 4507.9 | 4752.7 | 4956.8 | 48813 | 5314.9 20%
countries
China
Bl 15137.5/16277.4/17200.7|17880.3 18701.7|19814.1|21657.0 23356.2| 24168.0 27206.3 58%

Source: IMF finances. International Monetary Fund. (2022). Retrieved 16 May 2022, from https://www.imf.org/data/imf-finances
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Figure 1. GDP (US$ billion) of the EAEU member countries
Source: IMF finances. International Monetary Fund. (2022).
Retrieved 16 May 2022, from https://www.imf.org/data/imf-finances
Table 2
World Development Indicators: Tariff barriers, 2020
All products,% Primary products,% Manufactured products,%
No. EAEU and China Simple mean| Weighted |Simple mean| Weighted |Simple mean| Weighted
tariff mean tariff tariff mean tariff tariff mean tariff

1 |Republic of Kazakhstan 42 2.0 43 1.7 42 2.0
2 |Kyrgyz Republic 3.9 2.3 3.5 1.1 3.9 2.7
3 |Republic of Armenia 4.8 3.1 5.4 2.0 4.7 3.7
4 |Republic of Belarus 5.2 1.8 5.4 1.0 5.1 2.3
5 |Russian Federation 5.0 4.1 54 4.0 5.0 4.1
6 |People’s Republic of China 5.3 2.5 6.5 2.0 5.1 2.7

Source: World Development Indicators. The World Bank. (2022). Retrieved 23 April 2022, from http://wdi.worldbank.

org/table/6.5

The EAEU acts as a multifunctional plat-
form of a strategic, long-term nature. The first
stage and form was the economic union de-
signed to ensure the free movement of goods.
In 2015, the formation of a single energy market
began. Itis planned to form a single Eurasian hy-
drocarbon market by 2025, designed to stimu-
late the development of the Eurasian economy.
The immediate prospect is the consideration
of issues of a social, cultural and, political na-
ture”®. This opinion does not contravene the
assumptions made by Sergi (2018), Spechler &
Spechler (2013), and Kuchins (2018).

? Biryukov, S., Barsukov, A., Bereznyakov, D., & Ko-
zlov, S. (2019). Problemy i perspektivy rasshireniya EAES —
Svobodnaya mysl'. Retrieved 27 December 2019, from http://
svom.info/entry/676-problemy-i-perspektivy-rasshireni-
va-eaes/ (In Russ.).
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The list of objective obstacles to deepening
integration within the EAEU framework include
the following (Biryukov et al., 2019):

— Conflict tension in relations between Rus-
sia and the West, the consequences of which are
projected onto the post-Soviet space and make
it challenging to advance Eurasian integration in
the European direction.

- Implementing the projects by candidates
for the EAEU, which may not correlate with the
general strategy of Eurasian integration.

— The incoherence of economic models used
by various post-Soviet states.

— Insufficient consolidation of political and
governmental institutions that limits their ability
to participate in the integration.

— Weakness of the EAEU’s structures de-
signed to guide integration?'.

1 Ibid.
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Integration processes between the EAEU
and BRI: SWOT-analysis for Kazakhstan

The SWOT analysis of the strengths, weak-
nesses and threats of the integration between the
EAEU and BRI has led us to the following con-
clusions.

Strengths:

1. EAEU member states are interested in pur-
suing integration

2. High demand for raw materials and goods
in the foreign and domestic markets.

3. Unified customs regulations within the
Eurasian Economic Union.

4. Chinass interest in the development of land
corridors.

5. The presence of free economic zones.

7. The need to build modern transport and
logistics centers.

Being squeezed between the two competing
world powers, Kazakhstan tries to gain a competi-
tive advantage and save its independence. Kazakh-
stan was the first state from the ex-Soviet Union
interested in promoting the idea of restoring col-
lective ties and economic cooperation. However,
it is always emphasized that it was a matter only of
economic integration. In the absence of complex
interdependence, the priority in Eurasian integra-
tion’s development belongs to the political aspects
rather than the economic ones. Moreover, be-
tween Kazakhstan and Russia there is a complex
interdependence, which is supported by a com-
mon historical past, language, and close cultural
ties. On many issues, Russia remains a benchmark
for Kazakhstan. Integration is challenging to rec-
oncile national ambitions, co-development of
economies, and a convergence of social, legal, and
cultural spaces.

Weaknesses:

1. Unstable geopolitical situation in the Eur-
asian space.

2. Western sanctions against Russia and Be-
larus.

3. The predominance of the political agenda
in the matters of integration of the EAEU.

4. Lack of a unified logistics system.

5. Low level of automation of logistics ser-
vices.

6. Resource-based economies of member
countries.

7. Environmental pollution caused by the
conjugation of the EAEU and BRI projects.

8. Lack of businesses’ motivation to partici-
pate in public-private partnerships in logistics.

R-ECONOMY 4

The EAEU countries cannot ensure sustain-
able integration since the unification occurs in
the absence of developed democracies in these
countries. The statements about the similarity of
the European and Eurasian Unions are largely un-
founded, most of the similarities these two unions
share are but of a superficial nature. Six years after
its creation, the EAEU has failed to show the re-
sults predicted in the optimistic forecasts. There
are fears that it will share the fate of its predeces-
sors — the Eurasian Economic Community (Eu-
rAsEC), Customs Union, where Kazakhstan was
not in the most advantageous position. Due to the
Dutch disease, Kazakhstan is increasingly losing
its potential, becoming less competitive.

Opportunities:

1. Implementation of the state program to de-
velop the logistics sector in Kazakhstan.

2. Developing an action plan to increase the
Logistics Performance Index score (LPI)*.

3. Creation of a three-level network of trans-
port and logistics centers.

4. Creating transport and logistics centers
outside Kazakhstan to reduce logistics costs.

5. Attracting export cargo flows from Japan
and South Korea through the Lianyungang ter-
minal.

6. Attracting foreign logistics operators to Ka-
zakhstan.

7. Developing transit air transportation and
creation of a transshipment hub in Astana and
Almaty.

Eurasian integration organically fits into the
global political and socio-economic development
trends, which have become a characteristic fea-
ture of the globalized world. There is a reason to
believe that in the coming decades, the world will
evolve towards decentralized globalism (Garrett,
2000; Garrett & Rodden, 2000), within which dy-
namically developing regional powers will be able
to consolidate the relevant regions around them.
The countries of Eurasia face common challenges,
so all these countries need to be consolidated in
terms of international security and economic de-
velopment.

Threats:

1. Lack of financial resources to create a wide
network of transport and logistics centers and ter-
minals, both in Kazakhstan and other countries.

22 Global Rankings 2018. Logistics Performance Index.
Lpi.worldbank.org. (2022). Retrieved 2 May 2022, from https://
Ipi.worldbank.org/international/global
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2. Limited opportunities for obtaining loans
in the logistics sector.

3. High-interest rates to attract external fi-
nancial resources

4. Lack of businesses’ motivation to partici-
pate in public-private partnerships in logistics.

5. The possibility of transporting goods be-
tween China and the EU, bypassing Kazakhstan
(the risks increased after the attempted coup détat
in Kazakhstan in January 2022. The tragic events
led to the paralysis of all transport cargo flows
across Kazakhstan).

The assessment of the risks inherent in the EAEU
and BRI integration

The risks identified by the SWOT analysis are
divided into controllable and those that are diffi-
cult to predict and control. The controlled risks
can be minimized by the efforts of the member
countries of the Eurasian Union and China. They
are as follows:

— Lack of an integrated information system.

— Low quality of the data collection, process-
ing, and transmission.

— Low level of information and digital tech-
nologies.

- The global trend of transition to green
technologies and restrictions on greenhouse gas
emissions.

— The use of an obsolete fleet of vehicles and the
lack of green technologies will require significant
investments, which will increase transport costs.

The uncontrollable risks include the following:

— Increasing political confrontation in the re-
gion due to the sanctions and, as a result, the ne-
gative consequences for national economies and
financial systems (unstable energy prices, devalu-
ation of the national currencies, destruction of the
logistics system, cancellation of joint projects).

— Deterioration of the EAEU member states’
competitiveness.

— Loss of potential customers, opting for al-
ternative transport corridors.

— Increase in the transport costs on the terri-
tory of the Eurasian Union.

The prospects of the EAEU should not be
solely associated with the realization of Russia’s
political ambitions to integrate the post-Soviet
space. The coronavirus pandemic has accelerated
the social and political processes in ex-Soviet
countries. The events of 2020-2022 (social and
civil unrest in Russia, Belarus, Kyrgyzstan and
Kazakhstan, the Nagorno-Karabakh conflict be-

R-ECONOMY 4

tween Azerbaijan and Armenia, Russia’s special
operation in Ukraine, Western sanctions direc-
ted against Belarus and Russia) could be a turning
point for the EAEU and for the prospects of inte-
gration between the EAEU and BRI. The unstable
political situation in the EAEU may reverse the
integration processes.

Conclusion

Kazakhstan has always been the initiator
of integration processes due to its complex in-
terdependence with the countries of the former
Soviet Union. However, most experts first asso-
ciate the prospects of the EAEU with Russia’s
political ambitions to integrate the countries of
the post-Soviet space rather than with Kazakh-
stan’s interests. Our analysis of quantitative data
shows that the economies of the Eurasian Union
have demonstrated sustainable economic growth
until 2021. Linking the EAEU and BRI can pro-
vide additional synergies for the participating
countries, and Kazakhstan shows a high interest
in the integration with the BRI both within the
EAEU and independently. The results of our
study show that the EAEU needs geopolitical
support through close cooperation with the BRI,
which could bring significant welfare and trade
benefits to the members of the Union.

However, political reforms are needed for
the successful conjugation of the EAEU and BRI
projects. Despite the promising steps to bring
the EAEU and the Chinese BRI closer togeth-
er, it is necessary to understand that economic
development is possible only if the interests of
all member countries of the Union are balanced.
For example, for Kazakhstan, joining Chinese
projects means investing in transport infra-
structure, revitalizing the regional economy,
and additional opportunities for exporting en-
ergy resources to China. Having a strategically
advantageous territorial position, Kazakhstan is
interested in creating an eflicient transport and
logistics infrastructure through the EAEU and
the BRI projects.

Our analysis of the national economic pro-
grams of the EAEU member states showed con-
tradictions between the national tasks and the
tasks of the EAEU. It is important to note that
the current national economic programs until
2025 will retain their sectoral priorities. Ho-
wever, further integration should consider the
national interests of the member countries, and
the compatibility of national and transnational
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interests in the programs of the EAEU as one of  bilization of the EAEU and its socio-economic
the main issues that need to be addressed. There  reforms that guarantee a long-term economic

are objective obstacles to integration process-  recovery, making this integration attractive to
es. Successful integration is possible if it results ~ people living in the member states and neigh-
from internal consolidation and political sta-  boring countries.
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