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Abstract 

Like a number of former Soviet Union republics in Central Asia, Turkmenistan has recently 
recorded quite high economic growth rates — often in the double digits — mainly thanks 
to the increasing global demand for energy and other raw materials, which are abundant 
in the country. 

Despite recent progress, the country's economic growth is still hampered by inefficient 
economic and public structures, still largely inspired by Soviet models and lacking 
modern infrastructure. The geographical location of Turkmenistan, a land-locked country 
with some 'difficult' neighbours (such as Iran and Afghanistan), also negatively influences 
its development.  

Among the former Soviet Union republics, Turkmenistan has what is probably the worst 
record in terms of economic and trade liberalisation. Despite growing public revenues, 
malnutrition still plagues remote rural areas, and poverty is widespread 
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1. Introduction 

 
 
Among the former 
republics of the Soviet 
Union, Turkmenistan may 
well have the worst record 
in economic and trade 
liberalisation. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Among the former republics of the Soviet Union. Turkmenistan has what 
may well constitute the worst record in terms of economic and trade 
liberalisation. Unlike countries such as Kyrgyzstan and Kazakhstan, which 
rapidly reoriented their economies in more market oriented direction, 
Turkmenistan preferred to follow a 'national way of development' and 
did not attempt to modernise its economy, which remained anchored to 
old and increasingly obsolete Soviet models.  

Yet Turkmenistan has also been able to count on a large budget surplus 
stemming from the exploitation of energy sources in the country. This 
may lead to much-needed investments in infrastructures and public 
services. Yet given the country's policies, which do not favour 
redistribution of revenues or investment in higher education and health 
care, the country's overall situation is unlikely to improve in the near 
future.  

Like other former Soviet Union republics in Central Asia, Turkmenistan — 
whose fragile economy was based on the production of a few 
commodities, such as gas and cotton — was highly dependent on 
Moscow's financial support. As a result, the end of the Soviet Union led to 
a significant deterioration in living conditions. In 2011, the average life 
expectancy was 67 years for women and 58 for men, and the mortality 
rate (for children under five years) was 53 per 1 000 live births1. 

Today, despite growing oil revenues, there is still a remarkable difference 
in living conditions between the urban areas (and notably the capital 
Ashgabat) and the countryside. Malnutrition continues to plague remote 
rural areas, and poverty is widespread. 

2. Economy 

 
 
The Turkmen economy is 
still dominated by state-
owned companies and 
heavy industry. 
 
 
 
 
 
 
 
 

Turkmenistan's economy is still dominated by large, state-owned 
companies, and emphasis was given to heavy industry (and, more 
recently, to the oil and gas industry), rather than to services and 
consumers' goods. The situation in the country is, however, difficult to 
accurately assess, given the lack of reliable data on the country's 
economic performance.  

Unlike other post-communist countries, the percentage of workers 
employed in the industrial and services sectors has decreased since the 
breakup of the USSR, while those employed in agriculture have increased 
— and this despite the poor performance of the primary sector in the 
country. The industrial sector, which was inefficient even before the 
breakup of the Soviet Union, suffered from severe cuts in post-Soviet 
times. With the exception of some textile mills, industry was largely 
obliterated. The development of the country's economy has also been 

 
1 Source: World Bank 
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A major plan to renew 
infrastructure has recently 
been launched, thanks to 
oil revenues. 
 
 

hampered by its banking sector, which is far from modern and efficient. 

Despite a wave of privatisations, the bulk of Turkmenistan's economic 
sector remains in public hands. The European Bank for Reconstruction 
and Development (EBRD) has calculated that the private sector 
contributed only to 25 % of the country's GDP in 20102. Under such 
conditions, it is not surprising that the country's economic growth has 
been recently driven by increasing oil and gas revenues. Although these 
revenues may, in the short run, improve the country's economic 
conditions, the country is not likely to develop in a harmonious and 
sustainable manner absent substantial reforms to diversify the economy 
and to combat the endemic corruption3 affecting all sectors of Turkmen 
economic life. The risk of inflation created by hydrocarbon revenues may 
severely hit agriculture and the remnants of non-energy industry. 
Excessive state regulations and interventions also hinder market-oriented 
changes and negatively affect foreign investors in businesses unrelated 
to the energy industry.  

This worrisome economic picture is, however, largely veiled by the 
country's apparently impressive growth. Thanks to increasing 
hydrocarbon production and surging public infrastructure spending, 
Turkmenistan had one of the fastest growing economies in the world in 
2011. GDP grew by 14.7 % in 2011 and likely reached 10 % in 2012. 
Increased gas exports to China and growing exports of oil have 
supported trade performance4. 

Figure 1: 
Turkmenistan's GDP growth 
(in %) 

       Source: World Bank 

 
 
 

After hydrocarbons (see chapter below), cotton production is second in 
economic importance for the Turkmen economy. The cultivation of 
cotton was introduced by the Russians at the end of the 19th century and 

                                                               
2 EBRD, Strategy for Turkmenistan (report, 2010). 
3 Transparency International in its 2012 Corruption Perception Report placed 
Turkmenistan at the 170th position out of 176 countries and territories investigated. A 
result that speaks for itself.  
International business environment surveys (such as the 2012 World Bank's Doing 
Business Report) as Turkmenistan is one of the few countries that does not participate in 
them. 
4 EBRD, Transition report (2012) 

http://cpi.transparency.org/cpi2012/results/
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Cotton production is 
declining but remains 
central to the country's 
primary sector. 

spread widely after the Russian Revolution. Turkmenistan was the second 
biggest producer of cotton in the Soviet Union (after Uzbekistan) and one 
of the world's top ten producers. The situation changed rapidly after 
independence, when the new government attempted to increase wheat 
production — at the expense of other crops — in order to achieve a 
higher degree of national food self-sufficiency. Yet despite its relative 
decline, cotton still plays a central role in the country's economy.5. 

 
Figure 2: 
Structure of the Turkmen 
economy  

3. International trade relations 
China, Turkey and the EU 
are today Ashgabat's key 
trading partners. 

Turkmenistan has gradually severed its traditional commercial ties with 
Russia and the other former Soviet republics. Turkey, the European Union 
and China are currently the country's biggest trading partners.  

Table 1: Turkmenistan's top five trading partners, 2011 

Origin of imports Destination of exports Trade partners 

# Origin € million % # Destination € million % # Partner € million balance % 

1 Turkey 1 239.1 21.4 1 China 3 218.3 56.2 1 China 3,870.9 + 2 566.3 33.6 

2 EU27 960.6 16.6 2 Ukraine 504.7 8.8 2 Turkey 1,508.4 - 969.8 13.1 

3 Russia 824.9 14.2 3 EU27 418.6 7.3 3 EU27 1,379.3 - 542.0 12.0 

4 China 652.0 11.3 4 Turkey 269.3 4.7 4 Russia 922.7 - 727.1 8.0 

5 
United Arab 
Emirates 

467.0 8.1 5 
United 
Arab 
Emirates 

233.1 4.1 5 Ukraine 705.4 + 304.0 6.1 

All  imports: 5 794.0  All exports: 5 722.9  
Balance of 

trade: 
 - 71.1 0.6 

Source: DG Trade 

Turkmenistan is not well 
integrated in the world 
economy and does not 
wish to become a member 
of the World Trade 
Organisation. 

The 2006 election of Turkmenistan's new president, Gurbanguly 
Berdymukhamedov, offered the country an opportunity to move beyond 
the isolationist policies followed after the declaration of independence. 
Yet the results achieved since the election have been relatively modest, 
and the level of insertion of Turkmenistan into the world economy 
remains very low, even when compared to its neighbours'. Turkmenistan 

                                                               
5 FAO (Investment Centre), Turkmenistan, Agricultural Sector Review. (2012) 
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Trade with the EU is small 
and dominated by energy. 
 

is the only Central Asia country that has not presented its candidature to 
the World Trade Organisation (WTO). Since 2000, the country has been a 
member of the Asia Development Bank, but its cooperation with this 
financial institution is rather limited. 

Part of this reluctance to engage with international economic institutions 
is due to the fact that Ashgabat is not ready to adopt the (deep) reforms 
required to join the international economic community. Moreover, the 
country's exports — essentially energy and cotton — already benefit 
from a market access ensured by the sustained global demand for these 
commodities.  

Trade with the EU has gradually developed over the last 20 years but 
remains relatively small — and completely negligible for the EU. The EU 
essentially imports gas and oil from, and exports manufactured goods to, 
the Central Asia country. 

 Exports to EU: Imports from EU: 

Value 2011: EUR 419 million EUR 961 million 

EU's rank (for Turkmenistan) 3 2 

Turkmenistan's rank (for EU),  87 94 

% total, 2011: 7.3 % 16.6 % 

Table 2: 

Turkmenistan's trade in 
goods with the EU 

% EU total, 2010: 0.1 % <0.1 % 

 
 
 
 
 
 
 
 
 
The external sector is 
dominated by energy 
exports and subject to 
disruption. 

A Partnership and Cooperation Agreement (PCA) signed in 1998 has not 
yet been ratified by the European Parliament and all EU Member States6. 
This delay is essentially due to the EU's strong reservations about the 
situation of human rights in Turkmenistan. Pending the ratification 
process, an interim agreement on trade and trade-related matters 
entered into force on 1 August 2010. The other areas of cooperation 
remain based on the Trade and Cooperation Agreement signed with the 
Soviet Union in 1989 and subsequently endorsed by Turkmenistan7. 

The table below illustrates the evolution of Turkmen's foreign trade. The 
country has enjoyed an increasing trade surplus in recent years, with the 
exception of 2009 and 2010. The decrease of gas exports (totalling almost 
the 90 % of exports in 2008) was largely due to an explosion in a section 
of the Daulerabat-Darialy pipeline, which occurred in April 2009 and 
resulted in a record dip of 25 % of GDP. 

                                                               
6 Open Society Foundation, The Real Cost of Turkmenistan’s Hydrocarbons (November 
2012). The article offers an interesting reading about the contradicting interest the EU has 
in the area. In the case of Turkmenistan, the need to secure a viable access to sources of 
energy other than those located in the Russian Federation clearly clashes with the long-
standing EU policy supporting human rights and democracy worldwide. 
7 DG Trade, internet page on relations with Central Asia. 

http://www.opensocietyfoundations.org/briefing-papers/real-cost-turkmenistan-s-hydrocarbons
http://ec.europa.eu/trade/creating-opportunities/bilateral-relations/regions/central-asia/
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Figure 3: 
Merchandise export/import 
(in EUR billions) 

 Source: World Bank 

 
Ashgabat has a very limited 
number of free trade 
agreements in place. 

Turkmenistan has very few free trade agreements in force (those it does 
have include one with Georgia) and is not a member of the 
Commonwealth of Independent States' customs union. The country has 
joined trilateral economic agreements with Iran and Ukraine, with Iran 
and Armenia, with Iran and Bangladesh, and with Iran and the 
Philippines.8 

4. Energy issues 

Turkmenistan has one of 
the world's largest reserves 
of natural gas. 
 
 
 
 
 

Turkmenistan has some of the largest natural gas reserves in the world. 
Official estimates suggest the country has 21 000 billion cubic meters 
(bcm) of gas — a figure that, if confirmed, would make the country's 
reserves the fourth largest in the world9. However, Turkmenistan faces 
several, complex challenges in bringing those reserves to world markets. 
The country is situated far from end-use markets (western Europe and 
South and South-East Asia) and lacks the pipeline infrastructure necessary 
to export more hydrocarbons. 

 
Figure 4: 
Turkmenistan's oil and gas 
fields 

 

                                                               
8 PWC, Guide to doing business and investing in Turkmenistan (2011). 
9 Ibid. Footnote 1. Some analysts consider these estimations largely exaggerated and 
place Turkmenistan only at the 12th place of world known reserves of natural gas. 
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During the Soviet era, Turkmenistan's gas exports were conveyed via 
federation pipelines. The poor state of maintenance of this infrastructure 
(at best able to transport half the theoretical capacity of 90 BCM) and 
recurring disputes with neighbours (in 2002 Uzbekistan threatened to 
close the section of the pipeline passing through its territory), has since 
reduced the country's export performance. Ashgabat has also failed to 
invest sufficiently in the energy industry and has refused to conclude 
joint ventures with foreign oil and gas companies, leading to the gradual 
obsolescence of its extractive plants. Today, only 7 % of the sector is not 
in public hands. The situation is gradually evolving, however, and 
growing international investments are expected to improve the sector 
and open new routes for Turkmen oil and gas. 

The dependence of Turkmenistan on Russian pipelines has been 
gradually eased by a series of projects aiming to export Turkmen gas 
through routes that do not pass through the Russian Federation. 

In 1995, Turkmenistan and Iran signed an agreement to construct a gas 
pipeline connecting Turkmen gas fields to the Iranian distribution system. 
Another pipeline (the Korpedje-Kurt Koy pipeline) was inaugurated in 
2010. 

 
Figure 5: 
Map of possible alternative 
routes for Turkmen gas 

 
Source: Ukrainian week (online magazine)  

 
 
 
 
 
 
China is playing a key role 
in developing 
Turkmenistan's energy 
sector. 
 

Iran may become an interesting trading partner for Turkmenistan, 
although Iran is not likely to absorb the increasing quantities of gas 
extracted from Turkmenistan. Moreover, only the end of the international 
embargo on Iran — currently far from sight — would enable Teheran to 
become the privileged transit route for Central Asian hydrocarbons.  

China has meanwhile increased its influence in Turkmenistan and will 
become the privileged destination of Turkmen gas. The first energy 
agreement between the two countries was signed in 2006, when China 
offered to pay a price substantially higher than Russia did. China was also 
ready to finance the infrastructure necessary to extract and ship the 
commodity to its borders. With remarkable diplomatic success, Beijing 

http://img.tyzhden.ua/Content/PhotoAlbum/2012/02.12/02/karta_2.jpg�
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The EU is also interested in 
accessing Turkmen gas. 

 

also convinced two other Central Asia countries (Uzbekistan and 
Kazakhstan) to join Turkmenistan in constructing a new pipeline with an 
initial capacity of 30 bcm (and, potentially, a final one of 50 bcm). While 
Ashgabat appreciates the technical and financial support provided by 
Beijing — and the Chinese willingness not to interfere in third countries' 
domestic affairs (at least as far as human rights are concerned) — the 
Turkmen government is nonetheless concerned about the risk of 
replacing one quasi-monopolist trade and economic partner (Russia) with 
another (China).  

In the late 1990s, Turkmenistan and Pakistan agreed to jointly explore the 
feasibility of a new pipeline connecting the two countries. The precarious 
situation of Afghanistan, however, impeded any real progress, and the 
project (known as 'TAP' from the initials of countries involved) was 
suspended.  

In 2006, India expressed its interest in receiving supplies of gas from 
Ashgabat. However, the new project, known as TAPI, has yet to 
materialise. The knotty political situation in Afghanistan and the difficulty 
of raising the capital necessary to finance the new pipeline have so far 
blocked the initiation of works10. 

Another potential transit route for Turkmen gas would be through 
Azerbaijan. In April 2008, the European Commission announced that 
Ashgabat had agreed to export 10 bcm of gas through Azerbaijan. 
However, relations between Ashgabat and Baku are far from cordial, and 
in May 2010, Turkmenistan decided to postpone its adhesion to the 
project. Access to Turkmen gas for European customers has become less 
evident11 as relations between the two countries remain tense — as 
demonstrated by the recent clashes over the ownership of the 
Kapaz/Serdar oilfield in the Caspian Sea12. This standoff reduces the 
chances for the rapid construction of an undersea 'southern corridor' to 
bring Turkmen gas to the European markets via the Nabucco pipeline. As 
summarised by researcher Sebastien Peyrouse, 'EU-Turkmen cooperation 
on energy is […] still awaiting a global agenda capable of converting 
declarations of intent into policy outcomes'13. 

5. Health care sector and education 
 
 
 
 
 

Turkmenistan's health system deteriorated dramatically after the 
declaration of independence. The new government promoted the 
'Turkmenisation' of its public administration and services including 
hospitals and schools. This ultimately led to a significant drop in the 
quality of services and in a chronic shortage of doctors and teachers. In 

 
10 Oxford Analytica. China remains key to Turkmen gas exports growth. 
11 For a comment on EU-Turkmenistan energy relations see Jos Boonstra, 'The EU-
Turkmenistan energy relationship: difficulty or opportunity?' (October 2010). 
12 Oxford Analytica. Azerbaijan-Turkmenistan energy dispute will worsen (27 June 2012). 
13 Ibid. footnote 1. 
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Limited social reforms were 
put in place after 
independence. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Public health and 
education are improving, 
but they are still 
performing poorly. 
 

2003, the government was no longer in a position to provide free 
vaccines to its population. In the following year, it replaced 15 000 health 
sector workers (one third of the total workforce) with poorly qualified 
militarised operators. In 2006, medical insurance was made compulsory 
for all Turkmen citizens and deducted from their salary. This reform, 
however, was largely ineffective, as it did not lead to substantial 
improvements in the country's health care system and did not prevent 
patients from having to pay for services they were supposed to receive 
free of charge from the state. Lately, President Berdymukhammedov has 
tried to improve the system, but reforms have been qualified as 
essentially 'cosmetic and confined to specific domains'14. 

In a report published in 2010, the international non-governmental 
organisation Doctors Without Borders charged that 'the government of 
Turkmenistan's public health response is inadequate', and that, despite 
greater engagement with the international community, real change has 
not taken place. The country's apparent openness, the report conclded, 'is 
serving only to mask the continuation of old practices, including the 
manipulation of health data'15. 

The education system — one of the most significant legacies of the 
Soviet system — was also largely dismantled after the declaration of 
independence. Despite some improvements in recent years and a 
commitment to bring it in line with international standards (at least 
formally), the system still performs poorly. Students are prevented from 
studying abroad, and education is strictly monitored by the central 
government16. 

 

 
14 Sebastien Peyrouse, Turkmenistan, Strategies of power, Dilemmas of development 
(2012) 
15 Doctors without Borders, Turkmenistan's opaque health system (2010) 
16 For a short presentation on Education in Turkmenistan, please refer to the UNICEF 
country profile paper of 2009. 

http://www.doctorswithoutborders.org/publications/reports/2010/MSF-Turkmenistan-Opaque-Health-System.pdf
http://www.unicef.org/ceecis/Turkmenistan.pdf

