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Abstract

The article is devoted to the geoeconomic goals and prospects of implementing the
Chinese initiative ,,One Belt, One Road”. The author explores the benefits, problems
and future opportunities that open up to the Republic of Kazakhstan as a participant
in this initiative. The analysis carried out in the article showed that there are still many
problems in the implementation of the Silk Road Economic Belt (SREB) project taking
into account the state program of Kazakhstan “Nurly Zhol”, and difficulties arise in the
practical implementation of various cooperation areas. At the same time, Kazakhstan
should be guided exclusively by its national interests in cooperation with China in the
framework of the “One Belt, One Way” initiative.
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Yuyactue KasaxcraHa B KUTanckom nHnynatuee «OguH Mosac -
OpuH MyTb»: npenmyLlecTBa, Npo6nemMbl N NnepcneKTUBbI

AHHOMauus

CraTbs MOCBAIEHA Te09KOHOMMYECKMM IIe/IAIM U NIepCHeKTNBaM peanyn3anuy KUTan-
ckoit vHULMaTuBbL «OnuH nosic - OfUH Iy Tb». ABTOP UCCIENYeT BBIOMBI, IIPO6IEMbI
U [IePCIIEKTUBBI, KOTOPbIe OTKPbIBAIOTCs Mepef Pecrry6nmkoit KazaxcraH KakK y4acTHUKOM
TAHHOM MHMIMATUBEL. [IpOBeieHHbIi B CTaThe aHa/IN3 ITOKA3aJl, 9YTO Ha Iy T peannsa-
1y mpoeKTa «9xoHoMmdeckuit nosic llenkosoro mytu» (SIIIIII), ¢ yaeTom rocynap-
cTBeHHOIT porpammel Kasaxcrana «Hyprsl 5xom», elje MHOTO mpo6iieM, CTIOKHOCTH
BO3HUMKAIOT M C MPAaKTUYECKON peanusanyeil pasHbIX HANPaBIE€HUI COTPYAHNYECTBA.
BmecTe ¢ Tem KazaxcraHy crenyeT pyKoBOJCTBOBATHCS UCK/TIOUNTE/IBHO CBOMMI HAallM-
OHAJIbHBIMU MIHTEpecaMy B COTpyfHu4ecTBe ¢ KutaeM B paMKax MHMIMATUBLL «OfMH
IOSIC — OiMH Iy Th».

Knrouesvie cnosa: Vinnnmarusa «OnuH nosc — ogyuH nyTh», Kurait, Kazaxcras, «9kxoHo-
mirdeckuit nosc lenkosoro myTn» (ITHIIT), [Tporpamma «Hypsr xom», EBpasurickuii
sKoHoMM4ecKuit coo3 (EAIC), mpobeMbl, epCreKTUBbL

eoeconomics is new geopolitics based on the economic power of the
Gstate, which ensures the achievement of foreign policy goals, regional
and world power by economic means (Luttwak, 2012, p. 8). The term
“geoeconomics” was introduced in the 1960s into scientific circulation by
the American political scientist, economist and military historian E. Luttvak.
It seems that the project “One Belt, One Way” proposed by China is a clear
example of Beijing’s desire to gain world leadership by strengthening its
economic power (Marszalek-Kawa, Dmochowski, 2018).

The Chinese project on the creation and development of the global
transport and investment infrastructure “One Belt, One Road” includes two
initiatives: the “Silk Road Economic Belt” (SREB) and the “Sea Silk Road of
the 21* Century” (SSR).

SREB is a project aimed at creating a single Eurasian trade and economic
space and a transcontinental transport corridor. This project got its name in
honor of the ancient Silk Road (it was a caravan route that connected China
with Europe through Central Asia; it operated from the 2nd century BC to
the 15" century).
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The idea of the modern project “One Belt, One Way” was voiced in Sep-
tember 2013 by the President of the People’s Republic of China Xi Jinping
at Nazarbayev University (Astana), and he identified five priority tasks that
the SREB should solve:

- Ensuring large-scale regional economic integration;

Construction of a trans-Asian transport infrastructure;

Elimination of trade and investment barriers;

Strengthening national currencies;

— Expansion of humanitarian cooperation.

China believes that 67 countries, whose total population exceeds 63% of
the world, will join the SREB. The project was designed for 30 years (Wong,
2014).

The developers of the project believe that the SREB will reduce the time
for delivery of goods from China to Europe. Now days, the average deliv-
ery time for containerized cargo by sea is 45-60 days. SREB will reduce
this period to 10 days. In addition to the formation of a single transport
infrastructure, the project will significantly expand customs cooperation,
increase the volume of financial transactions between states, and establish
tinancial institutions under various regional organizations (BRICS, SCO).
Strengthening humanitarian ties involves an active exchange in the field of
science, culture and media.

At present, a clear route for the New Silk Road has not been developed.
According to official data, the project is based on the construction of three
railway corridors (northern, central and southern ones). It is planned that they
will connect the eastern provinces of China with the states of Western Europe.

It is assumed that the Northern corridor through the Republic of Ka-
zakhstan and the Russian Federation will pass to the Baltic Sea, in the west
it will pass through Belarus and Poland and eventually reach Germany and
Holland.

The central corridor is the most complicated in terms of the political
situation and insufficient infrastructure, it is designed to connect the ports
of eastern China (Shanghai, Lianyungang) with the states of Central Asia
(Uzbekistan, Kyrgyzstan, Turkmenistan), Iran, Turkey, and then pass through
the Balkan Peninsula to France. It will require the construction of a tunnel
under the Bosphorus Strait in Istanbul (Turkey).
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In addition to the land transport corridor, China also intends to develop
the concept of maritime trade routes, which is called the “Sea Silk Road of
the 21st Century” (SSR). Xi Jinping announced the relevant plans in October
2013 in Indonesia. The sea route will begin in Fuzhou, then continue through
Guangzhou and Hainan, then pass through the Strait of Malacca and through
the Indian Ocean, go around the Horn of Africa and head to the Red and
Mediterranean Seas. Another area of the SSR will leave China’s ports in the
South Pacific.

At the APEC summit in November 2014, China expressed its intention
to allocate USD 40 billion to form the Silk Road Fund. It will be used to
tinancially support the construction of infrastructure and ensure financial
interaction between the participants of the One Belt, One Way project in dif-
ferent regions of the world. In May 2017, the President Xi Jinping increased
the size of the Fund by USD 14.5 billion (Yxoy, 2019, c. 37).

There is another financial mechanism, the Asian Infrastructure Invest-
ment Bank (AIIB), which was established at the initiative of the PRC in
October 2014. Nowadays, 57 countries of the Asia-Pacific Region (APR),
the Middle East, Europe and Latin America take part in it. Russia joined the
AIIB in 2015 with a share of USD 6.5 billion in the total capital of the Bank,
which is about USD 100 billion (Yxoy, 2019, c. 38).

Xi Jinping drew attention to the fact that in 2015 Chinese investors in-
vested about USD 15 billion in states participating in the SREB and SSR
projects. For example, Chinese transport companies and port operators
(Cosco Pacific, China Merchants, China Road and Bridge, etc.). At the same
time, the volume of trade between the PRC and the states in 2014-2016
exceeded USD 3 trillion (W>xoy, 2019, c. 38).

In May 2015, the Russian President Vladimir Putin and Xi Jinping entered
into an agreement on pairing the SREB and the Eurasian Economic Union
(EAEU). The text of the document indicates that the Shanghai Cooperation
Organization (SCO) will be the main platform for discussing conjugation
issues (Oduumanpuerit caitt [Ipesugenta PO, 2015).

It should be noted that China has concluded agreements on the integra-
tion of SREB with infrastructure projects of other states. For example, it was
possible to find mutual understanding with the Mongolian project “Steppe
Way” (improvement of the China-Russia railway) and the South Korean
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“Eurasian Initiative” (combining the railway routes of North and South Korea
with access to the Trans-Siberian Railway) and the Kazakhstani program
“Bright Way” (TACC, 2017).

China is transforming the world’s political and economic space, it claims
to be a global leader, therefore, post-Soviet states, including Russia, and Asian
countries, in particular, Korea, Japan, India, Iran and Turkey, are part of its
“force field”. China seeks to strengthen the expansion of its goods, services
and capital to the European developed markets and markets of states that
are in the EU and the USA zone of influence.

The project “One belt, one road” will not only give new orders to the
“global factory”, but will also unite the markets of countries with a popu-
lation of more than 4 billion people. Its total cost is about USD 8 trillion.
Management of such large-scale processes requires the sustainability of
the Chinese economy itself and the country’s ability to quickly concentrate
efforts anywhere and in the direction.

The implementation of the project involves a large-scale and orderly
movement of production factors: capital, people, natural resources and
information. This is a very difficult task, since there are many conflicts and
contradictions between individual countries along the transit route, as well
as military-political and economic associations of states. It will be difficult
to connect Russia with Poland and Turkey, India with Pakistan and Iran,
Azerbaijan with Armenia, Kazakhstan with Turkmenistan, and to introduce
common standards for states that are significantly differ from each other in
history, culture, socio-economic situation and political system.

Modern global hegemony is based on finances that China has, but no
country has yet been able to use them without involving China in its projects.
China develops the new “One Belt, One Way” project, following the “principle
of joint consultation and use” (JIoces, 2016).

The foreign policy strategy of the formation and promotion on the world
stage of the project “One belt, One Way” is designed to solve many domes-
tic problems of China’s development. For the state, involvement in world
politics in order to ensure the subsequent build-up of national power has
become a priority, the achievement of which needs to be strengthened by
such domestic “mechanisms” as social cohesion and mobilization ability (see:
Marszalek-Kawa et al., 2018).
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Nowadays the countries of the post-Soviet space are in priority of China’s
intention to develop trade and economic cooperation. The PRC is actively
working to promote its own interests in Kazakhstan, Uzbekistan, Tajikistan,
Belarus, Moldova and other states, providing loans to these countries and
directing a powerful flow of investment into their economies. Such support
is necessary for the developing states in the region, which are not always able
to implement long-term and large-scale projects. Chinese assistance allows
them to attract other foreign partners and to overcome territorial isolation
(Anderson, 2008, p. 12).

The Chinese interest in this region is explained not only by Beijing’s desire
to expand sales markets for its products, but also by its global economic
ambitions expressed in the “One Belt, One Way” project, in which substantial
attention is paid to the former Soviet republics.

Kazakhstan in this region is the most integrated and stable Chinese
partner in the project. Cooperation with Kazakhstan is developing in the
primary sector of the economy. In 2006 the first joint project of the two
states bypassing Russia was carried out. It was the Kazakhstan gas pipeline
Atasu - Alashankou CKunsnos, 2015, c. 98).

In 2016, 688 Chinese companies operated in Kazakhstan. During
2013-2016 their number increased by 35%. In this case, the main role is
played by raw materials and industrial projects; there are separate initiatives
in the field of agricultural development. In particular, China bought the oil
companies “Maten Petroleum” and “KoZhan”. Since 2013, low oil prices have
been observed, which negatively affects the growth of the Kazakh economy;
therefore, the country’s current interest in the development of trade and the
formation of the corresponding infrastructure is obvious. Kazakhstan is
promoting its image as a transport hub that historically connects East and
West (Zhiltsov, 2014, p. 38). This approach fits neatly into the concept of
“One Belt, One Way” developed by China.

It is planned that three of the six land routes of the Chinese global project
will pass through Kazakhstan. The northern route will pass in the north of
the state, cross Russia and exit through the Baltic ports or Belarus to Europe.
The central route will cross the Caspian Sea through the port of Aktau and
Baku, then leave via Azerbaijan and Georgia to Turkey. The southern route
will pass through Turkmenistan and Iran. Kazakhstan promptly responded
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to the Chinese “One Belt, One Way” initiative and even prepared its infra-
structure development plan, “Nurly Zhol”, which aims to become part of the
One Belt, One Way initiative, partially funded by Beijing, which is already
being implemented in practice. Kazakhstan announced that a new city will
be built on the “One Belt, One Way” route in the country by 2025, designed
to accommodate 155,000 residents. Creating the necessary infrastructure
will require EUR 260 million (Yxoy, 2019, c. 40).

Kazakhstan does not plan to isolate itself from Russia; however, it is
actively working to overcome its dependence on it and is trying to diversify
transit corridors for export products to the world markets. Infrastructure for
the SREB is already under construction in the country: more than 1300 km
of roads have been built, the construction of the Zhetygen-Khorgos railway
has been completed, the Altynkol-Khorgos railway crossing on the border
with China with a capacity of up to 20 million tons of cargo has been com-
missioned. The Kazakh authorities are working on a program to expedite the
passage of goods through customs posts and remove administrative barriers.

The non-freezing International Sea Trade Port of Aktau is very important
in the context of the SREB implementation and its integration with the EEU,
through which some export-import operations of the Ural and Siberian
regions are carried out. In addition, there is “TRACECA, a transport corridor
that forms freight flows, on the one hand, in Western and Central Europe,
and on the other hand, in Central and Southeast Asia. “TRACECA” is the
only way connecting the countries of Europe and the Asia-Pacific region,
which does not pass through the territory of Russia. With the creation of
the EEU, the problem of “bypassing” Russia from the south was partially
resolved, since freight traffic now follows the customs territory common to
Russia, but the question arises of the “East Ray”, which is the international
transport corridor, called the “Great Bridge” in Kazakhstan.

As part of this project, railway lines were laid in the Zhezkazgan-Saksaul-
skaya and Shalkar-Beineu sections, which significantly reduced the distance
from the Dostyk station to the port of Aktau. Through the Dostyk-Ak-
togay-Atasu-Zhezkazgan-Saksaulskaya- Aktobe-Saratov branch, access to
the infrastructure of the North-South International Transport Corridor
appeared, it can highly likely become the Great Bridge on the way from
China to Europe.
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The state development program of Kazakhstan “Nurly Zhol”, which was
officially introduced in November 2014 by the President of Kazakhstan
N.A. Nazarbayev, currently sets the direction and pace of state development.
The six years during which this state program has been implemented have
demonstrated its success and a large role in the economic development of
the state. The close pairing of “Nurly Zhol” and the Chinese SREB allows
taking into account the existing uncertainty factors, possible challenges and
threats. The first and main factor of uncertainty is the absence of a clear goal
setting of the SREB from China. It leads to many questions from experts
(Bae, 2018, p. 490).

In particular, it is not clear whether the SREB is a geopolitical concept of
the “5th generation” leaders or a project of economic integration for money
and under the auspices of China. Taking into account the recent accents
in the speeches of the PRC leaders, and the new assessments of Chinese
experts, the SREB is a geopolitical concept (i.e., its economic component
takes place). The goal of this project is to strengthen regional economic
cooperation in Eurasia, the formation of a “new model of cooperation at the
international level and global management”. Thus, the main problem arose
for Kazakhstan, as well as other countries in the region, consisting in the
need to choose priorities in foreign policy. Will the implementation of this
project determine the dominance of China in the region from a position of
politics and economy? Who exactly from the Chinese side will implement
this large-scale project? Will it be a government department or non-govern-
mental organizations (for example, the Silk Road Fund), who will be assigned
contacts with foreign partners? (Cheng, 2016, p. 311).

At the same time, the main issue regarding the combination of this con-
cept with the EEU project remains unclear. A key factor of uncertainty is
the pursuit of different goals by projects. The goal of the SREB is to promote
Chinese products to the markets of the Central Asian countries and the Rus-
sian Federation, through them to European and Middle Eastern countries,
and then to create a free trade zone in Central Asia, which at the present
stage of the EEU’s development contradicts its main goal. In this regard,
an extremely urgent task is to accelerate the search for real directions and
interface points of the EEU and the SREB, and develop mechanisms for their
interface. Despite the presence of signed documents, there is still no real



SALTANAT KuzEmBAYEVA P PARTICIPATION OF KAZAKHSTAN IN THE CHINESE 43 )

movement. However, in the absence of appropriate steps in the short term,
Central Asian countries will have to choose between China and Russia, and
there will be a serious aggravation of the Russian-Chinese relations.

Under such conditions, it is impossible to predict the effectiveness of the
SREB implementation in Central Asia. Blocking of the practical implemen-
tation of the project by Russia is expected. The second factor of uncertainty
is the complexity of Central Asia as a region, interests are intertwined, there
are contradictions between Russia, Europe, the USA, India, China, Turkey
and Iran, and relations between the states of the region themselves are not
simple. In this regard, China, as the initiator of a new project, should direct
efforts to modernize these relations, as well as contradictions. Time will tell
whether the possibility of practical implementation of the planned project
will appear. It should be noted that neither Russia nor the United States have
yet succeeded in achieving this goal (Lai, 2017, p. 302).

Another factor of uncertainty is the need to answer the question regard-
ing the decoding of the principle of “common benefit” declared by China
in the framework of trade and economic relations, pierced by intense com-
petition. The basis of the SREB project does not consist of concern for the
development of the state industrial potential of the countries that it will cross,
but consists in the intensive development of the western Chinese regions
and their transformation into the Greater Central Asia foreign economic,
transport and logistics hub. In other words, there will be an increase in the
role of the XUAR, which nowadays is successfully coping with the role of
the “industrial workshop” of the Central Asian countries, taking away from
the latter the chances of developing the manufacturing sector as part of
China’s foreign economic contacts with Central Asian states. Moreover, the
situation in the countries of the region is expected to deteriorate (from the
standpoint of their reindustrialization). At the same time, the main element
of uncertainty is the unwillingness of the region’s countries to develop the
real sector of the economy along with China. Beijing is not sure to invest
in regional reindustrialization, because it will receive a competitor for the
export of its own manufactured goods (Du, 2018, p. 192).

The main problem is the arrival of the Chinese labor along with the
Chinese investments, which is highly undesirable, since there is an excess
of own labor in Central Asia. In order to alleviate these concerns, China
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must develop specific breakthrough projects, similar to the situation with the
Central Asia-China gas pipeline network, which it will not just implement,
taking into account the priority Chinese stake on raw material cooperation,
soft loans and the supply of consumption.

The next uncertainty factor is the potential spread of Chinese culture
and values as a result of the use of “soft power” as part of the “One Belt, One
Way” initiative. Nowadays, the participants of the initiative do not consider
this issue; however, it will be sooner or later raised.

China has never considered the countries of Central Asia, including
Kazakhstan, as a potential part of its own economy. It perceives the
countries of the region as a market for its own goods, a source of natu-
ral resources, and transit territory. Chinese investment in Kazakhstan’s
infrastructure does not imply the development of the real sector. However,
it is still unknown whether this situation will change in the framework
of the implementation of the SREB project, or not. The companies that
China plans to bring to Kazakhstan (environmental safety, the nature of
production, prospects for the distribution of goods, etc.) also raise many
questions. Will Kazakhstan be able to provide companies with human
resources? Will there be a mass labor migration from China? Experts are
convinced that an increase in the number of Chinese labor migrants is
inevitable, as China’s excess industrial capacities will be transferred to
Kazakhstan as part of the SREB. In this regard, it is important to take
into account the interests of Chinese enterprises and their partners in
Kazakhstan (JInxya, 2019, p. 69).

The prospects for the formation of China’s free trade zone in Central Asia
also raise many concerns. If in other matters Russia makes concessions, then
the EEU free trade zone is of fundamental importance for it. The EEU was
established to recreate the industrial potential of its member states, which
will be impossible to implement in the absence of restrictions on imports
from China. Kazakhstan, which is a member of the EEU and is interested
in reindustrialization, should consider this circumstance. China is currently
experiencing an economic downturn, which could lead to a reduction in
tinancing opportunities for SREB. Kazakhstan relies on these investments;
therefore, it carries certain risks. In Kazakhstan, there is also a complication
of the socio-economic situation and a decrease in the consumer potential of



SALTANAT KuzEmBAYEVA P PARTICIPATION OF KAZAKHSTAN IN THE CHINESE 45 »

the population, which may also negatively affect the implementation of the
SREB (Wong, 2007, p. 120).

Despite the existence of an agreement on the conjugation of the EEU
and the SREB projects, in practical terms nothing has been done. The fact
of pairing in Kazakhstan only along the “Nurly Zhol” - EPSB line, as well as
the higher competitiveness of the EPSB relative to the EEU, is also alarming.
The practical implementation of the SREB will lead to the formation of
a new architecture of the geo-economic and geopolitical space of Eurasia,
where Central Asia can become the main connecting link. At the same time,
there is no doubt that Kazakhstan will play an important role as the largest
Central Asian state and the largest economy in the region. The state can
really become a “window” for deliveries of Chinese products and goods
both to the markets of the EEU countries, and to the markets of neighboring
countries and regions (countries of Central Asia, the Caucasus, Turkey, Iran,
etc.). Moreover, the unique geopolitical position of Kazakhstan allows it to
become a “bridge” between the European Union and China. Today, China
ranks third in Kazakhstan’s trade turnover (USD 10.6 billion, 14% of the
total trade turnover) and second place in the consumption of Kazakhstani
products (12%). Beijing is also the largest investor in the economy of Ka-
zakhstan. In other words, bilateral relations between states are sustainable. It
is also symbolic that the SREB project is correlated with the Kazakhstan New
Economic Policy and the “Nurly Zhol” (“Bright Way”) initiative, presented
to the public in the Message of the President N.A. Nazarbayev in 2014.
Both initiatives are aimed at developing infrastructure and industrializing
Kazakhstan, and joint implementation, according to Kazakhstani experts,
can provide a synergistic effect for the economic development of the state.
Such prospects are of particular importance in the context of Kazakhstani
economy’s modernization, which is necessary in the face of a decline in world
oil prices, which is a leading factor in the country’s economic development
(Tenbbpac, 2018, p. 120).

The implementation of the SREB project and its integration with the
EEU in the long term provide Kazakhstan with the following advantages:

— Access to the seaports of the member states of the SREB;

— Acceleration and reduction of costs for the delivery of Kazakhstani

goods to world markets;
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— Increase in foreign and mutual trade with the countries participating

in the pairing;

- Modernization of the economy and infrastructure of Kazakhstan

(Tacmapsin, 2019, p. 1287).

The Chinese initiative will help the region to leave the transport isolation
trap. Today the problem is that the resources extracted in the countries of
Central Asia are delivered to consumers at serious costs and require sig-
nificant efforts for transportation through the territory of transit states.
Currently, the so-called “transport curse” is forcing countries that gained
political independence to use networks inherited from the Soviet Union,
even when their political course involves “curtailing” ties with Russia.

One of the problems of the Kazakh-Chinese relations today is that, despite
the dynamic development of economic contacts between the two states, the
volume of bilateral trade has halved in recent years. Most likely, this is due
to socio-economic problems both in Kazakhstan and in China, a decrease in
the purchasing power of Kazakhstanis and a decrease in the volume of goods
exported from Kazakhstan to the PRC. However, China remains Kazakhstan’s
largest trading partner, ranking first in imports from Kazakhstan and second
in exports to Kazakhstan. This leads to the problem of dominance of Chinese
goods in the markets of Kazakhstan (Tacnapsmn, 2019, p. 1289).

In the short and medium term, something can hardly be changed in these
matters. Except the raw materials industries, Kazakhstan is uncompetitive
in comparison with China. Consequently, the Chinese commodity boom is
inevitable, and therefore, it can be said that the Chinese commodity expan-
sion in Kazakhstan actually takes place.

Nowadays, it is not clear how Kazakhstan is ready to implement this
program in terms of personnel and technological support. Kazakhstan does
not have the necessary professional workforce for such production, knowl-
edge and technology are not developed at a high enough level. As part of
the integration of the SREB and “Nurly Zhol”, cooperation is foreseen in the
tield of high-tech industries and high-tech economic sectors. Kazakhstan
and China are discussing the choice of one or two areas, in which the states
will cooperate both at the level of scientific institutes, universities, and in the
tield of creating joint ventures. However, today specific projects have not yet
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been agreed, at least in the public space there is no information about this
(Axmaranmuesa, 2018, p. 143).

Thus, the participation of Kazakhstan in the Chinese initiative “One
Belt, One Road” is a very promising and profitable direction of economic
development. In fact, the country has great prospects for the development
of a transport system for the supply of goods from Asia to Europe. However,
nowadays there are many problems associated with the implementation of
this project. The main difficult problems are the following:

— The lack of highly qualified personnel;

- The undesirability for Kazakhstan of the influx of Chinese migrants

and the expansion of the Chinese culture in the country through the
“soft power”;

— The obstacles to Kazakhstan’s re-industrialization;

- The contradictions between the objectives of the SREB and the EEU;

- The need to maneuver between China and Russia, etc.

In this regard, the participation of Kazakhstan in the implementation of
the Chinese initiative “One Belt, One Road” needs a detailed understanding
and building of a competent foreign policy regarding China in such a way
that takes into account the national interests of Kazakhstan. This process
will drag on for many years, because there are no specific approved projects
in many areas of the “Nurly Zhol” — SREB interface.
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