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 This essay focuses on Kazakhstan and Azerbaijan – two 

emerging Central Asian countries that share parts of the oil-and-

gas-rich Caspian Sea.  It is written for the participants in the Chief 

Executive Organization’s college, Caspian Journey:  Traveling to a 

New World, September 7-15, 2017. 

To provide historical context, I first review the heritage of 

both new countries – the emergence of horse-based pastoral 

nomadism, the settlement of Turkish-speaking peoples, the 

formation of separate Azeri and Kazakh cultural identities and 

nations, the takeovers and transformations by imperial Romanov 

Russia, and Soviet political repression and economic 

modernization in the seven decades before independence in 1991.  

I then search for contrasting trends in contemporary Kazakhstan 

and Azerbaijan – political stability, economic slump, boom, and 

stagnation, and oil-and-gas development.  I conclude the essay 

with an analysis of the world petroleum economy, seeking an 

explanation of why world oil prices have been so unstable.  I 
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append a time line, bibliography, and description of sites that I 

visited in Kazakhstan and Azerbaijan.   

The Heritage of Kazakhstan and Azerbaijan  

Cultural Evolution. Between the 8th century BCE and the 

15th century CE, three groups – the Scythians, the Turks, and the 

Mongols – dominated the Central Eurasian steppe (including 

today’s Kazakhstan and Azerbaijan).  All three groups were 

pastoral nomads, horse-based warriors, and avid traders. 

 
 

Source:  Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Scythia-Parthia_100_BC.png> 

 
Scythian Eurasia, 1st c. BCE 
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The Scythians were Indo-European speakers who expanded 

eastward from their homeland north of the Black Sea to control the 

steppe lands extending to the Altai Mountains (8th-2nd centuries 

BCE).  They excelled militarily with war chariots and built 

extensive kurgans (burial mounds), including one near Almaty, 

Kazakhstan (4th century BCE), which contained the Golden Man.  

 
 

Source:  Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:The_Golden_Warrior_from_the_Issyk_kurga

n.jpg> 
 

The Golden Man, Issyk Kurgan –                                               
Scythian Teenager, 4th-3rd c. BCE 
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The Turks, Altaic-speakers, expanded westward from their 

homeland in the Altai Mountains to control Turkestan (today’s 

Mongolia, Western China, and Central Asia) between the 6th and 

the 13th centuries.  Turkic groups formed confederations to rule the 

steppe, notably the Gokturk (6th-8th centuries), the Kipchak (10th-

12th centuries), and the Seljuk (11th-13th centuries). 

 
 

Source:  Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Seljuk_Empire_locator_map.svg> 

 
Seljuk Turkish Empire At Its Greatest Territorial Extent, 1092 

The Mongols, also Altaic speakers, carried out the last steppe 

expansion (13th-18th centuries).   Genghis Khan and his sons and 

grandsons swept westward out of Mongolia, conquered the 
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Eurasian steppe, and formed four large khanates.  The Khanate of 

the Golden Horde ruled the northern steppe, replacing earlier 

Kipchak rulers.  The Buddhist Junghar Empire, the last steppe 

nomadic confederation, also led by Mongols, was destroyed by 

Qing China in 1755. 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:MongolEmpireDivisions1300.png> 

  
Four Khanates of the Mongol Empire -- Yuan Dynasty (Green), 

Chagatai (Gray), Ilkhanate (Purple), and Golden Horde (Yellow) 
 

The Azeri people were formed in the mid-11th century when 

Oghuz Turks migrated to northwestern Iran and eastern 

Transcaucasia in the wake of Seljuk expansion.  The Kazakh 
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people gained their identity in the 1460s when Janibek and Kerei 

led disaffected Kipchak Turkic clans out of Uzbekistan and into 

today’s southeastern Kazakhstan. 

Economic Evolution.  The economic base of steppe nomadic 

confederations was pastoral nomadism, complemented by 

metallurgy, agriculture, and trade.  Pastoral nomadism depended 

on horses, which provided food, transportation, and means of 

warfare.  Horses were first domesticated in Central Asia about 

4800 BCE.  First used for food, horses began to be ridden about 

4000 BCE.  

 
 

Source:  Wikimedia Commons available at 
https://commons.wikimedia.org/wiki/File:Nokota_Horses_cropped.jpg 
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Horses (Equus ferus caballus) –                                                                                                     
First Domesticated on the Kazakh Steppe, 6800 Years Ago 
The earliest evidence of pastoral nomadism dates to 3500 

BCE – by the Botai Culture in northern Kazakhstan.  Horses were 

used to herd sheep, cattle, and camels in defined seasonal 

migrations.  Metallurgy complemented pastoral nomadism in 

Eurasian steppe cultures by providing improved stirrups, weapons, 

and agricultural implements.  The Urals Mountains and central 

Kazakhstan were sources of copper during the Copper Age (3500-

2000 BCE).  Copper was first alloyed with tin from the Altai 

Mountains to make bronze, which was stronger and more pliable 

than copper, in the Bronze Age (2000-1200 BCE).  Techniques for 

forging iron were brought from Hittite Anatolia to initiate the Iron 

Age (1200-600 BCE). 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:SB_-

_Kazakh_man_on_horse_with_golden_eagle.jpg> 
 

Skilled Kazakh Horseman with Iron Stirrups –                          
Kazakh Steppes, c. 1910 

 
Crop farming also complemented pastoral nomadism.  The 

Achaemenid Persians (6th-4th c. BCE) introduced qanats 

(underground irrigation canals) into Central Asia to augment 

farming in semi-arid areas.  The Wusun Culture (2nd c. BCE-3rd c. 

CE) in southeast Kazakhstan mixed crop farming with pastoralism, 

metallurgy, and trade.  
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Qanat_cross_section.svg> 

 
Persian Qanats (Underground Irrigation Canals) –              

Expanded Agriculture in Central Asia 
 

Land-based trade along long-distance Eurasian trade routes 

further complemented herding in steppe economies.  The Scythians 

ensured political stability to link Greece, Persia, and China.  Trade 

on the Silk Road, linking China with the Mediterranean, reached 

its peak twice when steppe nomadic confederations guaranteed 

stability – under first the Turks (7th-10th centuries) and later the 

Mongols (13th-14th centuries). 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Silk_Road_Trade_(c.1200_CE).jpg> 

 
The Silk Road Through Central Asia, 13th century 

Russian Imperial Rule.  Romanov Russia took imperial 

control of Central Asia during the 18th and 19th centuries.  The 

Russian takeover of Kazakhstan occurred between 1731 and 1742.  

The Kazakh khans (leaders) of the Little, Middle, and Great 

Hordes (zhuzes or clan confederations) sought protectorate status 

from Russia to stop devastating raids and land-grabs by invading 

Mongols (Junghars and Kalmyks).  Russia claimed Azerbaijan by 

winning wars with Qajar Iran in 1813 and 1828. 
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Source:  Wikimedia Commons available at  
<https://commons.wikimedia.org/wiki/File:Gulistan-Treaty.jpg> 

 
Russian Conquest of the South Caucasus –                                         

Treaties of Gulistan (1813) and Turkmenchai (1828) 
 

Imperial Russia made little effort to settle Kazakhstan for 

over a century.  In 1850, four-fifths of Kazakhstan’s population of 

3 million were ethnic Kazakhs.  But between 1896 and 1916, over 

1 million Russians and other Slavs were settled on one-fifth of 

Kazakhstan’s land.  By 1917, Russians and other Slavs constituted 

about two-fifths of Kazakhstan’s population of 7 million.   
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In 1872, Russia opened the Baku region of Azerbaijan to 

private companies and triggered an oil boom.  The leading 

innovators were Ludvig and Robert Nobel – Swedish entrepreneurs 

whose brother, Alfred, made a fortune in dynamite.  In 1883, the 

French financiers, Alphonse and Edmond de Rothschild, built the 

first railroad to transport kerosene from Baku to Batum on the 

Black Sea.  By 1900, Baku produced half of the world’s petroleum, 

and kerosene was Russia’s leading export.   

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Zoroastr.jpg> 

 
The Zoroaster, World’s First Oil Tanker –                                      

Built by Ludvig Nobel, 1878 
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In 1912, a British firm, the Urals-Caspian Company, discovered 

Kazakhstan’s first commercial oil at Dossor in the Caspian region.    

The Russian Revolution in 1917 led to an independent 

government in Azerbaijan.  The Azerbaijani Democratic Republic 

was the world’s first Islamic democracy.  The Bolshevik army took 

Azerbaijan in April 1920, ending the democratic interlude from 

Russian rule.  In Kazakhstan, the Alash Orda political party 

declared independence but was unable to exert effective rule.  

 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Azerbaijan_Democratic_Republic_1918_20.p

ng> 
 

Azerbaijan Democratic Republic, 1918-1920 
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Soviet Republics.  Soviet rule evolved through three phases 

– Bolshevik utopianism (1920-1924), Stalinist authoritarianism 

(1924-1953), and corrupt multi-nationalism (1953-1991).  The 

impacts on Kazakhstan and Azerbaijan were cumulative – political 

repression, economic modernization, and cultural Russification.  

After taking control of the USSR in 1924, Joseph Stalin purged 

political opponents, kulaks (large-scale farmers), and religious 

leaders through executions, deportations, or imprisonments.  

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Stalin_advertisement_photo.webp> 

 
Joseph Stalin (Ioseb Jughashvili, 1878-1953) –                         
Authoritarian Leader of the USSR, 1924-1953 
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In Kazakhstan, Soviet collectivization of agriculture led to 

the flight, murder, or starvation of at least 2 million Kazakhs 

(1926-1934).  By 1939, Kazakhs accounted for only one-third of 

Kazakhstan’s 6 million people. 

 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:%D0%9F%D0%B5%D1%81%D0%BD%D1
%8F_%D0%B6%D0%B0%D0%B2%D0%BE%D1%80%D0%BE%D0%BD%D0%BA%

D0%B0(3264-2448).jpg> 
 

Grain Fields Near Kokshetau, Kazakhstan 

During the 1920s, Stalin promoted Baku oil, and by 1930 

Baku oil output had recovered to its 1900 level.  But in 1941, 

Stalin had the wells plugged with concrete in anticipation of a Nazi 

takeover.  Soviet oil technicians moved to the Volga Basin and 

Western Siberia, and Baku became an oil backwater.   
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Soviet leaders increased their exploitation of Kazakhstan 

after 1945.  Most oil in Kazakhstan was produced in the 

Mangyshlak Peninsula in the Caspian region, but Mangyshlak 

output peaked in 1975 at 20 million tons.  In 1979, two giant fields 

were discovered – Tengiz oil field near the Caspian, and 

Karachaganak oil and gas field north of the Caspian.  Mining and 

industrial projects were largely one-company towns, sited in the 

northern two-thirds of Kazakhstan, which created severe air, 

radiation, and toxic compound pollution.  The Virgin Lands 

Project, operated between 1954 and 1979, opened 100,000 square 

miles of farmland to 2 million (mostly Russian) migrants, but 

water diversion drained the Aral Sea.   
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:25th_anniversary_of_conquering_virgin_lan

d._USSR_block._1979.jpg> 
 

Virgin Lands Project in Kazakhstan (1954-1979),                                           
Opened 100,000 Square Miles to 2 Million Russian Migrants – 

Soviet Postage Stamp Celebrating 25th Anniversary in 1979 
 

In 1990, per capita income in Kazakhstan was slightly above 

that in Russia, but GDP per capita in Azerbaijan was only 70 

percent of the Russian level. 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:USSR_Republics_Numbered_Alphabetically.p

ng> 
 

Kazakhstan (#6, Purple)) and Azerbaijan (#2, Light Blue) –         
Soviet Republics in the USSR, 1920-1991 
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Contemporary Kazakhstan  
 

Political Evolution.  Nursultan Nazarbayev served as 

President of Kazakhstan from December 1991 to March 2019.  

Nazarbayev had been appointed head of the Communist Party in 

Kazakhstan in 1989.  In independent Kazakhstan, he received more 

than 90 percent of the votes in all of the presidential elections 

(1991, 1999, 2005, 2011, and 2015), and he was re-elected in April 

2015 for five years.  He faced no presidential term-limit.   

 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Nursultan_Nazarbayev_(2015-12-21).jpg> 

 

Nursultan Nazarbayev, President of Kazakhstan, 1991-2019 – 
Pictured in 2015 
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In March 2019, facing widespread protests in cities 

throughout Kazakhstan, Nazarbayev resigned after 28 years in 

office.  Kassym-Jomart Tokayev, an ally, succeeded Nazarbayev, 

winning 71 percent of the vote in a tainted election in June 2019.  

But Nazarbayev remained as the leader of the Nur Otan 

(Fatherland) Party, which draws its widespread support from 

Kazakh nationalists and elite reformers.  He also retained his title 

of Elbasy (Leader of the Nation).   

 
 

Source:  Wikimedia Commons available at 
 <https://commons.wikimedia.org/wiki/File:Kassym-Jomart_Tokayev_(2020-02-01).jpg> 

 

Kassym-Jomart Tokayev, President of Kazakhstan, 2019-present 
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To make a smooth transition away from Communism, 

Kazakhstan’s constitutions (1992 and 1995) created a government 

structure that is unitary (not federalist), parliamentary, and secular 

(guaranteeing religious freedom).  Authority is centralized; the 

president can rule by decree and suspend parliament.  

Nazarbayev’s supporters argued that political stability through 

sustainable economic growth should precede full democracy.   

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:The_map_of_Kazakhstan.jpg> 

	
Centralized Authority – Kazakhstan’s 14 Administrative Regions 
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Through his multi-vector foreign policy, Nazarbayev 

skillfully balanced Kazakhstan’s relations with Russia, China, and 

the West.  To cooperate militarily and economically with Russia 

and other former Soviet republics, he led Kazakhstan into the 

Collective Security Treaty Organization (2002) and the Eurasian 

Economic Community (2000).  To ensure security with China, 

Kazakhstan joined the Shanghai Cooperation Organization (2001).  

With both Russia and Western countries, Nazarbayev 

denuclearized Kazakhstan by 1995.  
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Stamps_of_Kazakhstan,_2013-47.jpg> 

 
Kazakh Postage Stamp, Commemorating the Nuclear Security 

Summit, 2012 – Presidents Barack Obama (US), Nursultan 
Nazarbayev (Kazakhstan), and Dmitry Medvedev (Russia) 

 
The decision to move the capital in 1997 from Almaty (a city 

in the Kazakh-speaking southeast) to Astana (a town in the 

Russian-speaking north) initially was unpopular and deemed too 

expensive.  The Nazarbayev government relocated the capital to 

avoid separatism, improve economic balance, and enhance national 
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prestige.  The capital city was re-named Nur-Sultan in March 2019 

to honor Nazarbayev. 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Nur-Sultan_at_the_evening_(cropped).jpg> 

 
Nur-Sultan (Formerly Astana), Located on the Ishim River – 

Capital of Kazakhstan since 1997 
 

Petroleum and Natural Gas Development.  In 2019, 

Kazakhstan’s oil and gas exports ($38.7 billion) accounted for 21 

percent of GDP ($181.6 billion), 67 percent of export earnings 

($57.5 billion, but less than 1 percent of employment.  Oil 

production was 1.6 million barrels per day (bpd) (16th in the 

world), and proven oil reserves stood at 30 billion barrels (9th in 
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the world).  In 2019, the National Fund of the Republic of 

Kazakhstan, a sovereign wealth fund, held assets worth $57 billion.  

Kazakhstan’s oil fields are developed through consortia involving 

KazMunaiGaz (the national oil company) and Western, Russian, 

and Chinese oil companies. 

 
 

Source:  US Energy Information Administration available at 
<https://www.eia.gov/todayinenergy/detail.php?id=13011> 

 
Kazakhstan’s Oil Fields and Pipelines –                                            

In and Near the Caspian Sea 
 

Three of Kazakhstan’s fields are classified as giants.  

Karachaganak is an oil-and-gas field in western Kazakhstan, which 



 27 

AGIP has operated since 1984.  Tengiz, a Caspian onshore field 

operated by ChevronTexaco, has been in production since 1991.  

When Kashagan was discovered in 2002, it was projected to 

contain 20-30 billion barrels, the world’s largest discovery in three 

decades.  The Kashagan field, located offshore in the northern 

Caspian Sea, began production in October 2016 with Eni as the 

operating partner.  

 
 

Source:  US Energy Information Administration available at 
<https://www.eia.gov/todayinenergy/detail.php?id=13011> 

 
Kashagan Offshore Oil Field – Production Began in 2016 from 

Facilities Installed on Artificial Islands 
 

Initially, Kazakhstan exported its oil through a pipeline that 

connected Atyrau (on the Caspian) with Samara (in Russian 
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Siberia), and 23 percent of Kazakhstani oil exports used that route 

in 2015.  Russian pressure led in 2001 to the opening of a second 

pipeline through Russia, owned by the Caspian Pipeline 

Consortium, which linked Atyrau with Novorossiysk on the Black 

Sea and carried 55 percent of Kazakhstan’s exports in 2015.  In 

2005, a new pipeline from Atasu to China was opened, which 

transported 17 percent of Kazakh oil exports in 2015.  Kazakhstan 

also exports oil (5 percent in 2015) by tanker from Aktau to Baku 

in Azerbaijan to access the Baku-Tbilisi-Ceyhan pipeline to 

Turkey, which opened in 2006. 

 

Source:  Wikimedia Commons available at 
<https://www.eia.gov/international/analysis/country/KAZ/background> 

 
Kazakhstan’s Major Crude Petroleum Pipelines –                           

Black Sea (55%), Russia (23%), China (17%), and Turkey (5%)  
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Economic Crisis in 1990s.  The implosion of the Soviet 

Union triggered an economic collapse.  National income (GDP) 

shrunk by 46 percent between 1990 and 1995, and Kazakhstan 

suffered hyper-inflation (2,400 percent in 1993).  The World Bank 

estimated the poverty rate at 80 percent in 1996.  

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Kazakh_women.jpg> 

 
Poor Kazakhstani Women in Traditional Dress 

 
The main causes of the catastrophe were the Soviet 

integration of inputs and markets, the ending of Soviet subsidies in 

1991, and the high transport costs in land-locked Kazakhstan.  
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Between 1995 and 1999, the Nazarbayev government privatized 

many state assets.  Major natural resource industries were sold for 

a total of $3.5 billion – an amount that many later evaluators 

considered to be low.  The sales of interests in oil/gas concessions 

realized $2.7 billion.  The remaining $800 million accrued largely 

from the sale of metallurgical and energy properties.   

Kazakhstan is richly endowed with mineral resources.  In the 

late Soviet period, Kazakhstan produced significant shares of the 

Soviet Union’s total output of alumina (20 percent), copper (33), 

lead (60), zinc (50), chromite (95), iron ore (10), steel (5), and 

uranium (80).  Many of the sales were to experienced international 

firms, such as Samsung (copper) and Glencore (lead and zinc).  

But some purchasing firms were new and unknown, and their sales 

had to cancelled and the assets re-sold.  
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Aktogay_Mine.jpg> 

 
Aktogay Open-pit Copper Mine – Northeastern Kazakhstan 

In total, between 1993 and 1999, Kazakhstan received 

foreign investment of $9.3 billion, including $4.9 billion in the 

oil/gas sector.  Investors were attracted by Kazakhstan’s rich 

human resources and by government policies that brought 

macroeconomic stability, liberalization of prices and trade, and a 

convertible currency.  But economic recovery was interrupted by 

Russia’s financial crisis in 1998.  Kazakhstan’s GDP grew by 2.1 

percent in 1997, declined by 2.5 percent in 1998, and increased by 

1.7 percent in 1999. 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Kaznu1934.jpg> 

 
Kazakhstan Is Rich in Human Resources –                                           

Al-Farabi Kazakh National University, Almaty 
 

Economic Boom in 2000s.  Between 2000 and 2014, per 

capita income (GDP per person, measured by the World Bank at 

Purchasing Power Parity in constant 2017 dollars)) grew at the 

impressive average annual rate of 6.3 percent (despite a 2 percent 

decline in 2009 due to the global recession) and oil output tripled, 

reaching 1.6 million barrels per day.  However, the growth rate of 

per capita income fell to just 1.6 percent between 2014 and 2019, 
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reflecting a sharp decline in the world price of oil (from $96 per 

barrel in 2014 to $40  in 2019) and a plateauing of Kazakhstani oil 

and gas output. 

 
 

Source:  Wikimedia Commons available at   
<https://commons.wikimedia.org/wiki/File:Kazakhstan_Exports_Treemap_2017.svg> 

 
Proportional Representation of Kazakhstan’s Export Earnings, 

2017 – Key Exports Were Petroleum, Natural Gas, Copper, Iron 
 

Kazakhstan’s economic transformation was preceded by a 

shift in ethnic composition.  During the economic struggles of the 
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1990s, 2 million Russian-speaking Kazakhstanis left the country, 

migrating to Russia.  With economic recovery, many of the 4 

million Kazakhs who lived outside of Kazakhstan re-settled in the 

country.  The result was a huge demographic shift.  In 1990, only 

40 percent of the country’s 16 million people were Kazakhs and 38 

percent were Russians.  By 2019, Kazakhs constituted 69 percent 

of the total population of 18.5 million, whereas Russians made up 

only 19 percent.  

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Kazakh_wedding_3.jpg> 

 
Kazakh Wedding in a Mosque, Semei, Kazakhstan –                

Kazakhs Constitute 63 Percent of Kazakhstan’s Population 



 35 

In 2019, each of Kazakhstan’s residents earned an average 

income (adjusted for purchasing power) of $27,518, 94 percent of 

the comparable level in Russia and 42 percent of the US level..  

The World Bank’s estimate of the share of Kazakhstanis with 

incomes beneath the poverty line in 2017 was only 2.5 percent –  

in sharp contrast to 80 percent in 1996.  Life expectancy was 71 

years, and the rate of adult literacy was 99+ percent.   Kazakhstan 

ranked a creditable 51st of 189 countries in the United Nation’s 

Human Development Index and an impressive 25th of 190 

countries in the World Bank’s Ease of Doing Business Index.  

However, Kazakhstan ranked a shameful 113th of the 198 countries 

listed in Transparency International’s Corruption Perceptions 

Index. 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Almaty,_Kok-tobe_exposition_3.jpg> 

 
Almaty –                                                                            

Kazakhstan’s Commercial Center with 2.7 Million Residents 
 

Kazakhstan’s economic prospects depend heavily on future 

levels of the world oil price.  For the non-oil sector to create 

productive jobs, the government needs to control corruption and 

improve competiveness.  Diversification remains a daunting 

challenge. 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Kazakhstan-CIA_WFB_Map.png> 

 
Contemporary Kazakhstan 
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Azerbaijan (1991-present)  
 

Political Evolution.  When Azerbaijan declared 

independence in August 1991, Ayaz Mutalibov, the Communist 

Party Secretary and an oil engineer, became the first president.  He 

was forced to resign in early 1992, because of weak leadership in 

the war with Armenia over Nagorno Karabakh.   

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Ayaz_M%C3%BCt%C9%99llibov.jpg> 

 
Ayaz Mutalibov –                                                                                     

First President of the Republic of Azerbaijan, 1991-1992 
 

The Popular Front took control in a democratic interlude, and 

Abulfaz Elcibey was elected president.  But Elcibey had little 

success in fighting Armenia or in managing the economy. 
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:%C6%8Fb%C3%BClf%C9%99z_El%C3%A

7ib%C9%99y_Az%C9%99rbaycan_Respublikas%C4%B1n%C4%B1n_2-
ci_prezidenti.jpg> 

 
Abulfaz Elcibey – President of Azerbaijan (1992-1993) and                  

Leader of the Popular Front Party  
 

In mid-1993, Elcibey invited Heydar Aliyev to help put down 

a military insurrection.  Aliyev, a brilliant strategist, sidelined 

Elcibey and was elected president at age 70.  Aliyev had been a 

KGB general, Secretary of the Azerbaijani Communist Party, a 

member of the Soviet Politburo, and the fourth-ranking leader of 

the USSR.  But in 1987, Mikhail Gorbachev exiled him to 

Nakhichevan, citing his corrupt links to business.  As president, 
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Aliyev astutely used Azerbaijan’s oil and gas resources to underpin 

the country’s independence.  

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Heydar_Aliyev.jpg> 

 
Heydar Aliyev, President of Azerbaijan (1993-2003) –                     

Created the Oil Consortium, 1994 
 

Suffering from terminal cancer, in 2003 Aliyev turned over 

the leadership of the New Azerbaijan Party to his only son, Ilham.  

In flawed elections, Ilham Aliyev was elected president in 2003 

and re-elected in 2008, 2013, and 2018.  Earlier, he had earned a 

doctorate, taught international relations, and run the Azerbaijani 

state oil company.  Ilham Aliyev has been a pragmatic and 
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powerful, though non-charismatic, leader and a careful manager of 

Azerbaijan’s oil-based economy.  In 2008, he had parliament 

abolish the presidential term limits.  

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Ilham_Aliyev_(official_portrait).jpg> 

 
President Ilham Aliyev (2003-present ) –                                         

Cautious, Pragmatic Planner  
 

In foreign relations, both Aliyevs used Azerbaijan’s energy 

resources to fend off Russian threats, Iranian uncertainties, and 

Armenian hostility.  Azerbaijan, whose people are mostly Turkic 

Azeris who practice Shi’ite Islam, balances its links with Turkey, 
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the West, and Russia and sent peacekeeping troops to Kosovo, 

Afghanistan, and Iraq. 

Nagorno Karabakh Conflict.  Despite having three times 

the population of Armenia, Azerbaijan lost the Nagorno Karabakh 

war (1992-1994).  When the Soviet Union imploded in late 1991, 

Soviet troops pulled out of Karabakh.  Russia chose to aid Armenia 

after the Azerbaijani Popular Front government rebuffed Russia’s 

offer of a military agreement. 

 
 

Source:  Wikimedia Commons available at 
<https://en.wikipedia.org/wiki/File:Logo_of_Azerbaijani_Popular_Front_Party.png> 

 
Azerbaijani Popular Front Party Logo –                                                          

Russia Shifted Support from Azerbaijan to Armenia 
 

Azerbaijan lost the war because political conflicts undercut 

its ability to wage war effectively.  In early 1992, as Mutalibov 

was ousted, Azerbaijan lost the Lachin corridor and Shusha town.  
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In early 1993, when military leaders revolted, Kelbajar Province, 

west of Karabakh, was lost.  In the summer of 1993, when the 

Popular Front government fell, Azerbaijan lost Agdam Province, 

east of Karabakh, and the four provinces south of Karabakh.  The 

war caused 30,000 deaths and 1.1 million displaced persons.  

Armenia received military aid from Russia and Iran, and 

Azerbaijan had sporadic support from Russia.  Armenia’s decision 

to conquer the Azerbaijani-populated provinces surrounding 

Karabakh created 750,000 Azerbaijani refugees. 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Azerbaijani_refugees_from_Karabakh_durin

g_the_war_2.jpg> 
 

Azerbaijani Refugees After the Nagorno Karabakh War,               
1992-1994 
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In 1999, both sides seemed close to accepting a compromise 

proposal.  Armenia would gain control of Karabakh and the Lachin 

corridor and Azerbaijan would receive the Meghri corridor, linking 

Azerbaijan to Turkey via Nakhichevan and severing Armenia’s 

border with Iran.  But the deal fell apart after gunmen murdered 

eight Armenian leaders.  Azerbaijan and Armenia continued their 

arms race.  In 2013, Azerbaijan spent over $3 billion on arms and 

Armenia about $450 million.  Fighting erupted again for four days 

in April 2016, causing 200 deaths, before Russia brokered a 

ceasefire.  One compromise peace plan had Armenia gaining 

Nagorno Karabakh in return for it giving back to Azerbaijan the 

seven other provinces that it took during the war. 

Armed conflict, likely initiated by Azerbaijan, resumed in 

September 2020.  The 44-day war resulted in about 2,900 

casualties on each side.  Azerbaijan, benefiting from Turkish 

military support and the use of drones, won the war.   
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Ilham_Aliyev_while_addressing_Azerbaijani

_people_at_4_October,_2020.jpg> 
 

Defiant President Ilham Aliyev –                                                         
During the 2020 Nagorno Karabakh War with Armenia 

 
.  In the Russia-brokered truce of November 2020, Armenia 

agreed to give Azerbaijan (a) control of areas bordering Nagorno 

Karabakh that the enclave Republic of Atrsakh (Nagorno 

Karabakh) had taken following the 1992-1994 war and (b) access 

to a land corridor connecting the Azerbaijani enclave of 

Nakhchivan with the principal territory of Azerbaijan (thereby 

linking eastern Turkey with Baku).  Russia agreed to supply 2,000 
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peace-keeping troops in Nagorno Karabakh to monitor the 

ceasefire.  But a final resolution to the conflict remains elusive. 

 

Source:  Wikimedia Commons available at 
< https://commons.wikimedia.org/wiki/File:Nagorno-Karabakh_Map2.png> 

 
Nagorno Karabakh (Brown) Conflict –                                                                

Areas Controlled by Armenia After the 1994 Ceasefire and 
Returned to Azerbaijani Control after the 2020 Conflict (Orange)  

 
Petroleum and Natural Gas Development.  In 1994, 

Heydar Aliyev put together a multinational oil consortium, the 
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Azerbaijan International Operating Company (AIOC), consisting 

of ten oil companies from seven countries plus the State Oil 

Company of Azerbaijan (SOCAR).  The principal partners were 

British Petroleum, Amoco, and Lukoil (of Russia).  The purpose 

was to develop the enormous Azeri-Chirag-Gunashli (ACG) oil 

field – 75 miles offshore in the Caspian Sea – as a unitized 

petroleum development project. 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Oil_Rocks_near_Baku.jpg> 

 
The Azeri-Chirag-Gunashli Oil Field –                                              

Offshore Petroleum and Natural Gas Production                               
in the Caspian Sea 
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The AIOC group agreed to build two pipelines to market 

ACG oil.  The northern line, built to mollify Russia, runs from 

Baku to Novorossiysk on the Black Sea in Russia.  The western 

line goes from Baku to Supsa, on the Black Sea in Georgia, 

avoiding transit through Russia.  Both began operating in 1999.  

The Baku-Tbilisi-Ceyhan (BTC) oil pipeline, opened in 2006, was 

an engineering marvel and a Western diplomatic triumph.  The 

1,100-mile-long BTC line avoids transit through Russia and Iran, 

crosses 1,500 rivers and the Caucasus Mountains, and required 

four years and $4 billion to construct.  In 2018, the BTC carried 

700,000 barrels per day of oil from Baku to the Turkish port of 

Ceyhan on the Mediterranean Sea.  
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Baku%E2%80%93Tbilisi%E2%80%93Ceyha

n_pipeline_(BTC_Pipeline).svg> 
 

Baku-Tbilisi-Ceyhan (BTC) Oil Pipeline –                
Transported 700,000 barrels per day (2018) 

 
The South Caucasus natural gas pipeline (SCP), opened in 

2007 at a cost of $900 million, runs parallel to the BTC oil line 

from Baku to Erzerum in eastern Turkey.  The SCP transports 

natural gas from the huge Shah Deniz field in Azerbaijan to 

Georgia and Turkey.  In 2019, the oil/gas sector contributed 95 
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percent of export earnings, 75 percent of  Azerbaijani government 

revenue, and 40 percent of GDP.  But oil and gas account for less 

than 1 percent of employment in Azerbaijan. 

 
 

Source:  Wikimedia Commons available at 
<https://www.eia.gov/international/analysis/country/AZE/background> 

 
Oil and Gas Infrastructure in Azerbaijan –                                                 

U. S. Energy Information Administration, 2019 
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Economic Change.  Azerbaijan’s economy went into free 

fall following the implosion of the USSR.  Azerbaijani GDP 

declined by a massive 61 percent between 1990 and 1995.  The 

need to adjust to the end of the interlocking Soviet system was 

exacerbated by the costly war with Armenia over Nagorno 

Karabakh and the settlement of 750,000 refugees.  Azerbaijan’s 

economy shifted away from agriculture to crude oil and petroleum 

products. 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Oil_pump_in_Baku.jpg> 

 
Azerbaijan’s Sagging Economy in the 1990s –                                   

Shifted to Dependence on Oil and Gas 
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In the next 15 years (1995-2010), oil-led economic growth 

was phenomenal.  Gross Domestic Product (GDP) increased ten 

times to reach $50 billion, and oil/gas exports rose twelve-fold to 

$24 billion.  The per capita income in Azerbaijan (measured by the 

World Bank at PPP in constant 2017 dollars) skyrocketed at an 

annual average of 10.9 percent, among the fastest rates in the 

world.  In 2009, the World Bank classified Azerbaijan as one of 

the world’s top ten reforming countries.  However, between 2010 

and 2019, per capita income stagnated – first rising to a peak in 

2014 and then in 2019 falling back to its 2010 level.  
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Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Azerbaijan_Exports_Treemap_2017.svg> 

 
Proportional Representation of Azerbaijan’s Export Earnings, 

2017 – Key Exports Were Crude Petroleum, Natural Gas, Refined 
Petroleum Products, and Assorted Nuts 

 
In 2019, each of Azerbaijan’s 10 million residents earned an 

average income (adjusted for purchasing power) of $15,041, 23 

percent of the US level, and the portion with incomes beneath the 

national poverty line was 8 percent (it was two-thirds in 1990).  
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Expenditures on health and education improved quality-of-life 

indicators.  Life expectancy was 73 years and the rate of adult 

literacy was 99+ percent.   Azerbaijan ranked 88th of 189 countries 

in the United Nation’s Human Development Index and an 

impressive 34th of 190 countries in the World Bank’s Ease of 

Doing Business Index. 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Bak%C3%BC_gece_g%C3%B6r%C3%BCn

%C3%BC%C5%9F%C3%BC.jpg> 
 

Baku –                                                                                
Azerbaijan’s Capitol and Commercial and Financial Center 

 
However, in 2019, Azerbaijan ranked a dismal 126th of the 

198 countries listed in Transparency International’s Corruption 

Perceptions Index.  Azerbaijan’s economic prospects depend on 
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future levels of the world oil price and its ability to diversify away 

from hydrocarbon-linked activities.  For the non-oil sector to create 

productive jobs, the government needs to control corruption, 

improve competitiveness, and rein-in monopolies. 

 

 
 

Source:  Wikimedia Commons available at 
<https://commons.wikimedia.org/wiki/File:Aj-map.png> 

 
Contemporary Azerbaijan 
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World Petroleum (1859-present)   
 

American Dominance (1859-1945).  Petroleum production 

began in 1859, after Edwin Drake successfully drilled for oil in 

northwestern Pennsylvania.  Pennsylvania’s Oil Region was the 

dominant American supplier during the rest of the 19th century.  

Kerosene for lighting was the principal product from petroleum 

(“rock oil”).  The refining of oil and marketing of kerosene 

(including exports to Europe) were increasingly controlled by John 

D. Rockefeller’s Standard Oil Company, which obtained a near 

monopoly position by the mid-1880s.  
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Jdr-king.JPG> 

John D. Rockefeller, Founder of Standard Oil –                       
Satirized in Puck Magazine, 1901  

Russia (producing oil near Baku) was the main foreign 

competitor in the 1880s and 1890s.  In Baku, the Nobels built the 

world’s first oil pipeline and oil tanker, and the Rothschilds 

constructed a railroad to export kerosene via the Black Sea port of 

Batum.  By 1900, Baku produced half of the world’s petroleum, 

and kerosene was Russia’s leading export.  
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Oldbaku2.jpg> 

First Petroleum Fields in Bibiheybet, Near Baku, Azerbaijan – 
Late 19th century   

After 1905, gasoline (for automobiles) and fuel oil (for ships) 

became the principal petroleum products.  Oil was discovered in 

Iran in 1908.  Britain converted its navy from coal to fuel oil in 

1914 and bought 51 percent of the Anglo-Persian Oil Company 

(APOC), the concessionaire in Iran.  American oil production 

shifted from Pennsylvania – to California (1910s), Oklahoma 

(1920s), and Texas (1930s).  The Black Giant field in East Texas 

(1930) was the largest discovery in North America.  
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Oil_Field_Scene,_East_Texas_(7590755468)

.jpg> 

Oil Field, Gladewater, East Texas, 1930 –                                                   
Southern Methodist University Libraries 

Following the break-up of Standard Oil in 1911, refining and 

marketing were dominated by multinational firms, led by Standard 

Oil of New Jersey (later Exxon), Royal Dutch/Shell, and Anglo-

Persian (later British Petroleum).  In the 1920s, first Mexico and 

then Venezuela became the world’s second leading oil producer.  

But the United States dominated and continued to produce two-

thirds of world oil through 1945. 
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Multinational Majors (1945-1970).  The world oil industry 

expanded rapidly between 1945 and 1970, under the direction 

largely of eight major petroleum companies.  Five of the majors – 

Chevron, Exxon, Gulf, Mobil, and Texaco – were American, 

British Petroleum was British, Shell was British and Dutch, and the 

Compagnie Francaise de Petroles (CFP) was French.  Crude oil 

production exploded six-fold to 40 million barrels per day (mbd), 

and proven reserves rose nine times to over 500 mbd.  The 

geographic focus shifted to the Middle East, which in 1972 

accounted for nearly half of the output (18 mbd) and 70 percent of 

the reserves (367 billion barrels).   

Between 1948 and 1972, American oil production increased 

from 5.5 mbd to 9.5 mbd and U.S. proven oil reserves rose from 21 

billion barrels to 38 billion barrels.  Nevertheless, the American 

global shares fell to only 22 percent of production and 7 percent of 

reserves.  Although market prices (adjusted for inflation) steadily 

declined, they remained well above marginal costs and thus 

generated very high profits.  The companies and exporting 
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countries negotiated “fifty/fifty agreements” that were intended to 

divide the profits equally. 

 

Source:  US Energy Information Administration available at 
<https://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=PET&s=F000000__3&f=A>  

US Crude Oil Prices, 1861-2019 (Dollars Per Barrel, Prices Not 
Adjusted for Inflation) 

In 1960, the five largest oil exporting countries (which 

together accounted for 80 percent of exports) – Iran, Iraq, Kuwait, 

Saudi Arabia, and Venezuela – formed the Organization of 

Petroleum Exporting Countries (OPEC).  During the 1960s, OPEC 

succeeded in defending the posted price (the reference price for 

calculating the revenues for exporting countries) and in forcing the 
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companies to consult on pricing decisions.  After 1960, country 

revenues came from excise taxes, which effectively set a floor 

under oil prices.  By 1970, the oil-producing countries’ share of oil 

profits had risen to about 80 percent.  

 
 

Source:   Wikimedia Commons, available at 
<https://en.wikipedia.org/wiki/Mohammad_Reza_Pahlavi> 

Muhammad Reza Pahlavi, The Shah of Iran, OPEC Member –                             
Visiting the Kharg Petrochemical Complex, 1970 

First Price Shock (1970-1981).  Between 1970 and 1981, 

world oil prices spiked twice as OPEC learned to take advantage of 
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war and revolution.  The process began in 1971-1972 when OPEC 

raised excise taxes in concert, set the world oil price at $2.18 per 

barrel, and negotiated with the oil companies to increase their 

share of oil profits to 55 percent.  The October 1973 (Arab-Israeli) 

War interrupted oil supplies.  Consumers panicked, hoarded oil 

inventories, speculated on price rises, and drove the oil price up.  

OPEC then unilaterally raised excise taxes to set the price at $5.12 

per barrel.  In 1974, despite falling demand and excess capacity, 

Saudi Arabia cut output and OPEC raised excise taxes to underpin 

a world price of $11.65 per barrel.   
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:President_Nixon_shaking_hands_with_King

_Faisal_of_Saudi_Arabia_following_talks_at_Riasa_Palace,_07-15-1974.gif> 

Saudi Arabia Cut Output to Defend Prices, Despite Its “Special” 
Relationship with the US – President Nixon and King Faisal, 1974 

Between 1974 and 1978, OPEC managed the world market 

successfully and raised the oil price to $12.70 per barrel.  Worker 

strikes in Iran in late 1978 resulted in a net loss of 2 million barrels 

per day (mbd), 4 percent of free-world consumption.  Consumers 

and oil companies again panicked, hoarded, and speculated as 
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market prices briefly rose to $42 per barrel.  Companies, utilities, 

and motorists built massive oil inventories, totaling 3 mbd above 

normal demand.  OPEC took advantage of the market disarray, 

raised excise taxes, and set the official oil price at $34 per barrel.  

Saudi Arabia once more cut output to underpin the new price 

structure.   

During Iran’s Islamic Revolution (1978-1979), oil exports 

declined from 4.5 mbd to 1 mbd before recovering by mid-1979.  

Iran’s oil industry incurred severe damage when Iraq invaded oil-

rich Khuzistan in 1980.  During the 1970s, OPEC retained its 

dominance of the world oil market.  OPEC member countries 

supplied nearly two-thirds of world totals throughout that turbulent 

decade. 
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:%D8%AE%D9%85%DB%8C%D9%86%D

B%8C_%D9%88_%D9%85%D8%B1%D8%AF%D9%85.JPG> 

Ayatollah Khomeini Meeting the Iranian People – Iranian Oil 
Production Declined after the Revolution and the Iran-Iraq War  

Price Decline (1981-2000).  OPEC had miscalculated.  The 

oil market adjusted quickly.  Between 1979 and 1983, the demand 

for oil fell 6 mbd due to conservation and fuel switching (to coal, 

nuclear energy, and natural gas), non-OPEC oil supplies increased 

by 4 mbd (from the North Sea, Alaska, Mexico, and Egypt), and 

oil companies and consumers dumped their 3 mbd of expensive 

inventories.  
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Prudhoe_Bay_oil_fields_1971_FWS.jpg> 

Non-OPEC Petroleum Supplies Increased –                           
Prudhoe Bay, Alaska, Photographed in 1971 

OPEC exports thus fell precipitously – from 31 mbd in 1979 

to only 18 mbd in 1983.  The oil ministers of the OPEC countries 

decided to impose a cartel, setting export quotas to defend oil 

prices.  At a meeting in London in 1983, OPEC cut its price from 

$34 to $29 per barrel, set a quota of 17.5 mbd, and agreed that 

Saudi Arabia would act as a swing producer to enforce the quota.  
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After two years of rapidly declining exports, Saudi Arabia stopped 

acting as the swing producer and began cutting prices to regain its 

market share.    

In 1986, the oil price fell to $8 per barrel and OPEC was in 

disarray.  The group met in Geneva and agreed to defend a price of 

$18 per barrel with a quota of 17.3 mbd.  Each country would 

honor its market share, and Saudi Arabia would not be a swing 

producer.  That agreement held up until 1990, when Iraq’s invasion 

of Kuwait led to the Gulf War and removed 4 mbd from the world 

oil market.  The Gulf War crisis was resolved when Saudi Arabia 

increased its output by 3 mbd while the United Arab Emirates and 

Venezuela also added extra supplies.   

World oil consumption expanded in the mid-1990s, and in 

1997, OPEC raised export quotas by 2 mbd.  But the Asian 

financial crisis, which started in that year, interrupted economic 

growth in Southeast Asia and South Korea, and oil consumption in 

the Asian tigers plummeted.  The world oil price collapsed – 

briefly to $10 per barrel.  
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:Suharto_resigns.jpg> 

President Suharto of Indonesia Resigned, May 1998 -- Following 
the OPEC Meeting in Jakarta and the Asian Financial Crisis 

Second Price Shock (2000-present).  Since 2000, world oil 

prices have shot up to inflation-adjusted levels much higher than 

those of the 1970s.  A part of that price increase can be attributed 

to unrealistic expectations, unrelated to oil supply-demand 

fundamentals.  American relations in the Middle East have been 

complicated by the 9/11 terrorist attack in 2001, the wars in Iraq 

and Syria, and Iran’s nuclear threat.  But most of the oil price rise 

reflects market shifts.  In the two decades starting in 1990, global 

demand for oil increased 30 percent, India’s oil demand doubled, 
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and China’s tripled.  Between 2004 and 2012, the costs of 

developing oil fields doubled due to shortages of equipment and 

skilled personnel.  However, between mid-2014 and mid-2107, the 

oil price fell by half to $40-55 per barrel, reflecting increases in 

U.S. shale oil production and a fall-off in the growth of energy 

consumption in emerging markets, especially China.  

 

Source:  US Energy Information Administration available at  
<https://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=pet&s=f000000__3&f=m> 

US Crude Oil Prices, 1861-2020 (Dollars Per Barrel, Prices Not 
Adjusted for Inflation) 
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Future oil supplies and prices will depend on cost and 

demand.  In both 2018 and 2019, global oil production and 

consumption were each 101 mbd, whereas proven oil reserves 

were estimated at 1.7 trillion barrels (half in the Middle East).  

Future oil prices also will be influenced by the economics of 

producing unconventional oil and natural gas (from shale, oil 

sands, and deep offshore deposits) and by the ability of consuming 

countries to improve energy efficiency (which doubled between 

1975 and 2010).  Energy demand in the U.S., Europe, and Japan 

has already peaked.  
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Source:   Wikimedia Commons, available at 
<https://commons.wikimedia.org/wiki/File:United_States_Shale_gas_plays,_May_2011.

pdf> 
 

US Energy Information Administration Assessment of Principal 
Regions of Shale Plays – Fracking For Petroleum and Natural Gas 

Daniel Yergin projects an 18 percent increase in world oil 

output – from 93 mbd in 2010 to 110 mbd in 2030 – with 

contributions from conventional (Kazakhstan’s Kashagan and 

Brazil’s Tupi fields) and unconventional (U.S. shale oil and 

Canadian oil sands) sources.  He expects that global oil production 

will peak about midcentury and then decline gradually.  The US 
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Energy Information Administration projects a 20 percent increase 

in world energy consumption between 2015 and 2040 – all 

occurring outside of North America and Europe.  Both of those 

projections were made prior to the onset of the global pandemic. 

 
 

Source:  US Energy Information Administration available at 
<https://www.eia.gov/todayinenergy/detail.php?id=32912> 

US Energy Information Administration Projects a 20 Percent 
Increase in World Energy Consumption Between 2015 and 2040 – 

All Occurring Outside of North America and Europe 
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Time Line for the Caspian Region 

4800 BCE horses were first domesticated in Central 
Asia – used for food – first ridden c. 4000 
BCE 

3700-3100 BCE Botai Culture – northern Kazakhstan –  
pastoral nomadism – horses used to herd 
sheep, cattle, camels in seasonal migrations 

3500-2000 BCE Copper Age in Central Asia and Caucasus 

2000-1200 BCE Bronze Age in Central Asia and Caucasus 

1200-600 BCE Iron Age in Central Asia and Caucasus 

2nd c. BCE-3rd c. CE Wusun Culture – southeast Kazakhstan –  
crop farming, pastoralism, metallurgy, trade 

870-590 BCE  Kingdom of Urartu, eastern Anatolia  

8th-2nd centuries BCE Scythians, Indo-European speakers –  
expanded eastward from their homeland 
north of the Black Sea to the Altai 
Mountains  

550-350 BCE Achaemenid Persian Empire  

312-64 BCE Hellenistic Seleucid Kingdom  

238 BCE-230 CE Parthian Empire ruled Persia – rival of 
Rome 

64 BCE Pompey the Great of Rome destroyed 
Seleucid Kingdom – conquered Syria, Judea 

 



 75 

1st-3rd centuries first peak of Silk Road trade – Xiongnu 
steppe nomadic confederation – Han  
Chinese Empire to Roman Empire 

 
230-650 CE Sassanian Empire ruled Persia and 

Mesopotamia – rival of Rome 
 
330  Roman Emperor Constantine I built 

Constantinople and divided Roman Empire 
 
330-635 Byzantine Empire (Eastern Roman Empire) 

– ruled eastern half of former Roman 
Empire  

 
476    Western Roman Empire fell 
 
6th-13th centuries Turks, Altaic-speakers – expanded westward 

from their homeland in the Altai Mountains 
to Turkestan (Mongolia, Western China, and 
Central Asia) 

 
6th-8th centuries Gokturk Turks – controlled Turkestan  
 
630s-640s Arab Islamic Jihad overwhelmed Egypt, 

Syria, Persia, and the Caucasus 
 
661-749 Umayyad Caliphate in Damascus – installed 

Arab governors in Iran and the Caucasus 
 
7th-10th centuries second peak of Silk Road trade – Gokturk 

steppe nomadic confederation – Tang  
Chinese Empire to Byzantine Empire 

 
750-1256 Abbasid Caliphate in Baghdad – Arab 

language, Persian administration  



 76 

 
Late 9th century Kievan State – Viking Kiev and Novgorod 

amalgamated – first Russian state 
 
10th-12th centuries Kipchak Turks – controlled Turkestan 
 
11th-13th centuries Seljuk Turks – controlled Turkestan 
 
1040-1194 Seljuk Turkish Empire – ruled Persia, 

Mesopotamia, Anatolia 
 
mid-11th century Azerbaijani (Azeri) people were formed –  

Oghuz Turks, fleeing from Seljuk Turk 
expansion, migrated to northwestern Iran 
and eastern Transcaucasia 

 
1219-1223 Chinggis Qan’s Mongol warriors conquered 

Central Asia and the South Caucasus 
 
1256-1335 Mongol Il-Khanate – ruled Iran, 

Mesopotamia, and the Caucasus 
 
13th-14th centuries third peak of Silk Road trade – Mongol 

steppe nomadic confederation – Yuan 
Mongol  Chinese Empire to Byzantine and 
Ottoman Empires 

 
1300-1923 Turkish Ottoman Empire – expanded from 

Anatolia to Southeastern Europe, Armenia, 
Mesopotamia, Levant, Egypt, North Africa 

  
13th 15th centuries Mongol Khanate of the Golden Horde – 

ruled Russia and parts of western Siberia 
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14th-16th centuries Kingdom of Greater Russia – expansion of 
Grand Duchy of Muscovy (Moscow) 

 
1460s Kazakh people – Janibek and Kerei led 

disaffected Kipchak Turkic clans out of 
Uzbekistan into southeastern Kazakhstan 

 
1501-1722 Safavid Empire ruled Persia – Turkmen 

warriors, Persian bureaucrats, and Shi’ite 
Islam 

 
1520-1566 Suleiman I the Magnificent ruled the 

Ottoman Empire – greatest Ottoman Sultan  
 
1555 Peace of Amasya – Ottoman Turks gained 

hegemony over Imereti and the Black Sea 
coast – Safavid Persians took Kartli/Kakheti 
and Yerevan and Nakhichevan Khanates  

 
1587-1629 Shah Abbas I the Great ruled Safavid Persia 

– expanded Empire to Iraq and Afghanistan 
 
1613-1918 Romanov tsars ruled Russia – first Romanov 

was Michael (ruled 1613-1645) 
 
1634-1755 Junghar Empire – last steppe nomadic 

confederation – led by Mongols – Buddhist 
– destroyed by Qing China 

 
1689-1725 Tsar Peter the Great ruled Russia – built  

new capital at St. Petersburg, reorganized 
army and navy, encouraged industrialization 

 
1710-1711 Ottoman Empire defeated Russia – Russia 

failed to gain access to the Black Sea 
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1732-1742 Russian takeover of Kazakhstan – Kazakh 

Little, Middle, and Great Hordes sought to 
become protectorate of Russia – stop raids 
and land-grabs by Junghars and Kalmyks   

 
1762-1796 Empress Catherine the Great ruled Russia –

autocratic rule – defeated Ottoman Empire –  
gained access to Black Sea – took Crimea  

 
1783 Treaty of Georgievsk – Kingdom of Georgia 

became a Russian protectorate – Russia 
promised to protect King Erekle II (Bagratid 
dynasty) from Ottoman and Iranian attacks  

 
1789-1795 French Revolution – Austria, Prussia, and 

Britain fought the French revolutionary 
government – Russia gave financial aid 

 
1796-1801 Tsar Paul I (Catherine’s son) ruled Russia – 

assassinated in 1801 
 
1801 Tsar Paul I annexed Kartli-Kakheti and 

deposed the Bagratid dynasty of Georgia 
 
1813 Treaty of Gulistan – Iran agreed to Russian 

rule of Imereti (Western Georgia) and all but 
two of the Muslim khanates in the South 
Caucasus 

 
1817-1827 Alexei Ermolov – Russian commander of 

the South Caucasus – used overwhelming 
force – built a series of secure forts 
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1828 Treaty of Turkmenchai – Iran agreed to 
Russian rule of Khanates of Yerevan and 
Nakhichevan – completed Russian takeover 
of the South Caucasus, including Azerbaijan 

 
1834-1859 Imam Shamil (1797-1871) –                                                                    

Sufi Muslim Leader of the North Caucasus – 
led anti-Russian resistance movement 

 
1844-1854 Mikhail Vorontsov – Russian commander of 

the South Caucasus – decentralized 
government – set up multi-ethnic Tiflis 
(Tbilisi) as the capital and economic center 

 
1853-1856 Crimean War – Great Britain, France, and 

the Ottoman Empire soundly defeated 
Russia 

 
1859 first petroleum production in the world – 

northwestern Pennsylvania – Edwin Drake – 
kerosene was the main product  

 
1872 Russia opened the Baku region to private 

companies – triggered a massive oil boom 
 
1878 Ludvig Nobel launched the world’s first oil 

tanker, the Zoroaster – transported kerosene 
across the Caspian Sea, upriver into Russia 

 
1883 Alphonse and Edmond de Rothschild, 

French financiers – built the first railroad to 
transport kerosene from Baku via Tbilisi to 
Batum on the Black Sea 
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1880s John D. Rockefeller’s Standard Oil 
Company – near US monopoly position in 
refining of oil and marketing of kerosene  

 
1894-1917 Tsar Nicholas II ruled Russia – 

conservative, ineffectual rule, heavily 
influenced by Gregory Rasputin – 
overthrown in Bolshevik Revolution 

 
1897 first imperial census of Russia’s Caucasian 

provinces – 9 million – 87 percent rural – 
half Orthodox Christians, 35 percent 
Muslims, 12 percent Armenian Christians 

 
1908 petroleum discovered in Iran – Britain  

bought 51 percent of the Anglo-Persian Oil 
Company – converted British navy from 
coal to fuel oil in 1914  

 
1913 The Young Turks, nationalist military 

leaders – gained control of the Ottoman 
Empire in a coup 

 
1914-1918 World War I – Ottoman Empire aligned 

with the Central Powers (Germany and 
Austria-Hungary) against the Entente 
(Britain, France, and Russia) and the US 

 
1915 Committee of Union and Progress in 

Ottoman government – forced all Armenians 
to relocate from Eastern Anatolia to Syrian 
desert – 800,000-1.5 million died 
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1917 Russian Revolution – Menshevik 
government permitted reginal autonomy in 
the South Caucasus 

 
1917 leaders in the South Caucasus formed an 

interim government, the Transcaucasian 
Commissariat – 3 representatives each from 
Georgia, Azerbaijan, and Armenia 

 
1917-1919 Alash Orda, political party in Kazakhstan –  

declared independence – unable to exert 
effective rule 

 
1918 The Seim (the Transcaucasian parliament) 

declared independence from Russia in April 
1918 and formed the Transcaucasian 
Federation – lasted for one month 

 
1918-1921 Georgia, Azerbaijan, and Armenia created 

independent, democratic republics – elected 
socialist leaders – conquered by Russian 
Bolshevik army in 1920-1921 

 
1920-1924 first phase of Soviet rule – Bolshevik 

utopianism 
 
1921-1991 Soviet Republics in Armenia, Azerbaijan, 

and Georgia – political repression, economic 
modernization, and cultural Russification 

 
1921 Joseph Stalin, head of the Caucasus Bureau 

– assigned Nagorno Karabakh to Azerbaijan, 
despite its population being 95 percent 
Armenian 
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1924-1953 Joseph Stalin (Ioseb Jughashvili, 1878-
1953) – authoritarian Leader of the USSR – 
brutal purges of suspected enemies, led by 
Lavrenti Beria 

 
1924-1953 second phase of Soviet rule – Stalinist 

authoritarianism 
 
1926-1934 Soviet collectivization of agriculture in 

Kazakhstan – led to flight, murder, or 
starvation of at least 2 million Kazakhs 

 
1930 Black Giant oil field in East Texas – largest 

discovery in North America 
 
1941 Stalin plugged oil wells in Baku with 

concrete – feared Nazi German takeover of 
the South Caucasus 

 
1953-1991 third phase of Soviet rule – corrupt multi-

nationalism 
 
1954-1979 Virgin Lands Project – opened 100,000 

square miles of farmland to 2 million 
(mostly Russian) migrants – water diversion 
drained the Aral Sea 

 
1960 Organization of Petroleum Exporting 

Countries (OPEC) formed – Iran, Iraq, 
Kuwait, Saudi Arabia, Venezuela –  
80 percent of petroleum exports  

 
1969-1982 Heydar Aliyev – Communist leader in 

Azerbaijan 
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1971-1972 OPEC set the world oil price at $2.18 per 
barrel – negotiated with major oil companies 
to increase share of oil profits to 55 percent 

 
1973 October (Arab-Israeli) War – interrupted oil 

supplies – consumers panicked, hoarded oil 
inventories, drove up oil price – OPEC set 
oil price at $5.12 per barrel 

 
1974 Saudi Arabia cut petroleum output – OPEC 

raised excise taxes to underpin a world oil 
price of $11.65 per barrel 

 
1978 Worker strikes in Iran – led to loss of 2 

million barrels of oil per day – consumers 
panicked, hoarded, and speculated – oil 
prices rose briefly to $42 per barrel 

 
1978-1979 Iranian Revolution – led to a loss of 3.5 

million barrels of oil per day (mbd) – OPEC 
set the oil price at $34 per barrel – Saudi 
Arabia would be a swing producer 

 
1979 two giant fields discovered in Kazakhstan – 

Tengiz oil field near Caspian Sea –  
Karachaganak oil and gas field north of the 
Caspian Sea 

 
1984 Karachaganak oil-and-gas field in 

Kazakhstan, began operation – AGIP was 
the operating partner 

 
1986 OPEC met in Geneva – agreed to defend an 

oil price of $18 per barrel with a quota of 
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17.3 mbd – Saudi Arabia would no longer 
be a swing producer 

 
1988 regional soviet in Nagorno Karabakh voted 

to join Armenia 
 
1991 Soviet Union dissolved – Armenia, 

Azerbaijan, and Georgia became 
independent states 

 
1991 Tengiz oil field in Kazakhstan, began 

operation – ChevronTexaco was the 
operating partner 

 
1991-1992 Ayaz Mutalibov – President of Azerbaijan 
 
1991-2019 Nursultan Nazarbayev – President of 

Kazakhstan 
 
1992-1994 First Nagorno Karabakh War – Armenia 

defeated Azerbaijan – expelled Azerbaijanis 
from Karabakh and bordering areas – 30,000 
deaths, 1.1 million refugees – no peace 
agreement 

 
1992-1993 Abulfaz Elcibey – President of Azerbaijan 
 
1993-2003 Heydar Aliyev – President of Azerbaijan 
 
1994 Heydar Aliyev formed Azerbaijan 

International Operating Company – 10 oil 
companies from 7 countries plus State Oil 
Company of Azerbaijan 
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1995 Nursultan Nazarbayev government – 
denuclearized Kazakhstan 

 
1997 capital of Kazakhstan moved – from Almaty 

(a city in the Kazakh-speaking southeast) to 
Astana (a town in the Russian-speaking 
north) 

 
2000 Kazakhstan joined the Eurasian Economic 

Community – linked to USSR 
 
2001 Kazakhstan joined the Shanghai 

Cooperation Organization – linked to China 
 
2001 Caspian Pipeline Consortium pipeline 

opened – linked Atyrau, Kazakhstan with 
Novorossiysk, Russia, on the Black Sea 

 
2002 Kazakhstan joined the Collective Security 

Treaty Organization – linked to USSR 
 
2002 Kashagan, giant oil field, discovered –

located offshore in the northern Caspian Sea 
– projected to contain 20-30 billion barrels  

 
2003-present Ilham Aliyev – President of Azerbaijan 
 
2005 Kazakhstan-China pipeline opened – linked 

Atasu, Kazakhstan with China 
 
2006 Baku-Tbilisi-Ceyhan (BTC) oil pipeline 

opened – 1,100 miles – 4 years and $4 
billion to construct – 700,000 bpd oil – 
linked Caspian Sea with Mediterranean Sea 
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2016 Second Nagorno Karabakh War – four days 
– 200 deaths – no winner – no territorial 
changes 

 
2016 Kashagan oil field in Kazakhstan began 

operation – Eni was the operating partner 
 
2019-present Kassym-Jomart Tokayev – President of 

Kazakhstan 
 
2019 Astana, capital of Kazakhstan – renamed 

Nur-Sultan, honoring Nursultan Nazarbayev 
 
2020 Second Nagorno Karabakh War – 

Azerbaijan defeated Armenia – 2,900 deaths 
– Armenians retained control of Karabakh –  
Azerbaijanis reclaimed bordering areas – no 
permanent peace settlement 
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Sites Visited in the Caspian Region 
 
Caspian Journey:  Traveling the Road to a New World 
Chief Executives Organization (CEO) 
September 7-15, 2017 
Land-based and International Flights 
 
Astana, Kazakhstan 
 
Astana is the spectacular, new capital of Kazakhstan.  In 1997, 
President Nursultan Nazarbayev moved the capital from Almaty to 
a remote location in the northern Kazakhstan steppe to signify 
national pride for his newly-independent country and to protect 
against separatism in the Russian-speaking north by creating 
greater economic balance. Astana has grown from a sleepy 
backwater town to a gleaming city of a million residents, replete 
with symbolic representations of Kazakh culture and identity.  The 
new city has put Kazakhstan on the international map.  During our 
visit, we were joined by the leaders of eighteen countries – from 
Indonesia and Malaysia to Turkey and Poland – who were 
attending a gala closing ceremony of the World Expo, which 
focused on alternative future sources of energy.  Our group visited 
the Kazakhstani exhibit at the Expo – eight floors, each exhibiting 
a different type of energy with interactive displays.   
 
Many of us enjoyed seeing the impressive collection at the new 
National Museum.  Kazakhstan’s national symbol is the Golden 
Man, a Scythian warrior from the 4th century BCE, found in a 
kurgan (burial mound) in southern Kazakhstan.  The best of the 
4000 gold artifacts decorating that ancient warrior are displayed in 
the Museum along with evidence that horse-backed nomadic 
pastoralism was first practiced by the Botai culture in Kazakhstan 
about 5500 years ago.  Some of us ventured 20 miles north of 
Astana to pay a visit to the Alzhir Memorial Camp, a part of the 
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Soviet Gulag between 1938 and Stalin’s death in 1953.  The Alzhir 
prison camp was unusual because it housed only women (and their 
infant children).  Those 18,000 women had been guilty by 
association because their husbands, often high-ranking Soviet 
officials, had been purged and executed as traitors.  A poignant 
museum commemorates the women who had suffered.    
  
Almaty, Kazakhstan 
 
Almaty is the financial and commercial center of oil-rich 
Kazakhstan.  The city of 1.75 million residents is sited at the foot 
of the spectacular Tien Shan Mountains near the borders with 
Kyrgyzstan and China.  Between the 7th and 15th centuries, Almaty 
was an oasis stop on the northern (steppe) branch of the Silk Road.  
The Kazakhs, who are descended from Turkic steppe nomads, 
formed an independent khanate in the 15th century.  They now 
constitute two-thirds of Kazakhstan’s 18 million people.  The 
Romanovs incorporated Kazakhstan into the Russian Empire 
between 1731 and 1742, and Almaty emerged as its key town in 
the late 19th century.  Under the Soviets, Almaty became 
Kazakhstan’s capital in 1934.  Kazakhstan gained its independence 
in 1991, after the Soviet Union disintegrated, and the capital was 
shifted to Astana in 1997.   
 
Our group drove to scenic Issyk Lake in the Tien Shan Mountains 
to enjoy a Kazakh traditional lunch and cultural exhibition.  During 
our visit to Almaty, we heard an informative talk on Kazakh 
culture by Mark Moody, the American Consul General.  We then 
visited the beautiful Russian Orthodox (Zenkov) Cathedral, built in 
1907, which withstood a horrific earthquake in 1911.  We walked 
through the Panfilov Park and observed Soviet-era sculptures that 
commemorate veterans lost in 20th-century wars.  The Park is 
dedicated to 28 celebrated heroes of the Second World War, who 
are believed to have lost their lives defending Moscow from a 
German Panzer attack in November 1941.  However, later Soviet 
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investigations discovered that the story was a constructed myth.  
After a tour of the Kazakh National Instruments Museum, we 
attended a wonderful concert in which five young Kazakh 
musicians demonstrated two traditional Kazakh instruments – the 
two-stringed dombra (a strummed lute) and the seven-stringed 
zhetigen (a plucked zither).  
 
Baku, Azerbaijan 
 
One-third of Azerbaijan’s 9.8 million people reside in Baku, the 
capital and commercial center of the oil-rich country.  On a 
walking tour of Baku’s Old Town (a UNESCO World Heritage 
site), we saw the 5-meter-thick city wall, originally constructed in 
the 12th century, and the Shirvanshah Palace, built in the 15th 
century.  The Shirvanshah Kingdom ruled much of Azerbaijan 
between the 9th and 16th centuries.  We also walked through the 
newer, European part of Baku, tracing many of the key sites from 
the classic book, Ali and Nino.  We had a gala dinner in the 
National Museum of Azerbaijan, located in the former palatial 
home of H. Z. Taghiyev, a leading oil baron and cotton-textile 
manufacturer between 1872 and 1920.  Baku led the world in 
petroleum production in 1900, and the boomtown had a population 
of 250,000 by 1914.  Today, Baku is the heart of Azerbaijan’s off-
shore oil and gas production in the Caspian Sea and the starting 
point for the Baku-Tbilisi-Ceyhan oil pipeline, which takes 
Caspian oil to Mediterranean markets.   
 
We toured the Heydar Aliyev Center, a spectacular building 
designed by Zaha Hadid, the famed Iraqi woman architect.  The 
center, constructed between 2007 and 2012, commemorates the life 
and accomplishments of Heydar Aliyev, who negotiated the “deal 
of the century” in 1994 and inaugurated Azerbaijan’s economic 
recovery and oil-and-gas boom.  Between 2003 and 2013, 
Azerbaijan had the world’s fastest-growing economy, progressing 
at annual average rate of over 15 percent.  The Absheron 
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Peninsula, 50 miles long and 30 miles wide, juts into the Caspian 
Sea in eastern Azerbaijan.  Baku’s late-19th-century oil rush 
occurred on the Absheron, and much of Azerbaijan’s current 
offshore oil-and-gas production occurs near the peninsula.  After 
world oil prices fell by half, Azerbaijan suffered a contraction of 
income in 2016 and 2017.  
 
* * * * * * * * * * * *  
 
Armenia, Georgia, and Azerbaijan 
Stanford Travel/Study Program  
September 8-24, 2012 
Land-based 
 
Sheki and Kish, Azerbaijan 
 
Sheki, a prospering town of 80,000 mostly Azeri residents in 
northwestern Azerbaijan where silk carpets are woven, was 
formerly the capital of a small khanate (Muslim kingdom).  
Following the death of Persian leader Nadir Shah (who stole the 
Peacock Throne from Mughal India in a massive raid in 1739), 20 
small khanates in the South Caucasus declared their independence.  
We toured the Sheki khan’s stunning summer palace, built in 1762, 
which features intricate Murrano stain-glass windows.  Kish is a 
small village located four miles north of Sheki.  A decade ago, a 
Norwegian group restored a small, 4th-century Christian Church in 
Kish.  Between the 4th century BCE and the 7th century CE, 26 
Caucasian ethnic groups in western Azerbaijan were ruled by the 
Caucasian Albanian Kingdom, which became Christian in the 4th 
century.         
 
Absheron Peninsula and Qala, Azerbaijan 
 
The Absheron Peninsula, 50 miles long and 30 miles wide, juts 
into the Caspian Sea in eastern Azerbaijan.  Baku’s late-19th-
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century oil rush occurred on the Absheron, and today much of 
Azerbaijan’s on-land oil production occurs there.  The Absheron 
has long been a favored site for the production of high-value 
agricultural crops – tomatoes, watermelons, and cucumbers today.  
We visited Temple Atashgah, a Zoroastrian fire-temple built 
originally in the 2nd century BCE and restored by Parsis from India 
in the 18th century.  Later, we toured the extensive open-air 
archaeological museum in Qala.  Qala contains objects from five 
millennia of Absheron history – a dolmen (a stone house with a 
rock door) from 3000 BCE, rock paintings from 2000 BCE, castle 
furnishings from the 12th and 13th centuries, and a carpeted 
wedding hall from the 19th century.         
 
* * * * * * * * * * * *  
 
 
 
 


