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The Central Asian economes offer an interesting conparative
study in reform paths of formerly centrally planned econom es
From fairly simlar starting points they have pursued different
policies since the dem se of the Soviet Union in Decenber 1991
This paper analyzes the reform strategies and their outcomes in
Kazakhstan, the Kyrgyz Republic, Turknmenistan and Uzbeki stan,
omtting Tajikistan whose post-independence history has been
dom nated by internal conflicts.

In analyzing outcones the paper wll attenpt to disentangle
the influence of natural resource endowrent and initial conditions,
availability of external financing and other support, and policy
related factors. The four countries are often regarded as sim/lar
insofar as they were anong the poorest Soviet republics, assigned
within the Soviet division of |abour to focus on primary products,
shut off fromthe rest of the world, and culturally subordi nated.
The picture of relative backwardness could be reversed by conparing
the countries wi th neighbours such as Afghani stan, when they woul d
appear as relatively advanced, and it is inportant not to ignore
the benefits such as alnost universal literacy which nmenbership in
the USSR brought. The four Central Asian republics also differed
substantially from one another in their incone |evels, resource
endowrent, and industrial structure.

The reform paths can be ranked by commtnent to the
establ i shment of a nmarket econony based on private ownership. From
nost to least reformst, the conventional w sdom places the Kyrgyz
Republic first followed by Kazakhstan, Uzbekistan and Turkneni stan
(Table 1).1 This too is a sinplification; reform is nulti-
di nensi oned. Especially between the two largest Central Asian
economes there is growi ng dispute over whether Kazakhstan's nore
rapid and less controlled appproach to change is superior to

! The European Bank for Reconstruction and Devel opment index is
reported in its annual Transition Report and the Wrld Bank index
in the Wrld Devel opment Report 1996, p.14; the latter is based on
de Melo et al. (1996).



Uzbeki stan's gradual and tightly controlled reforms.?

The paper will seek to identify what kind of econom c systens
are energing as a result of the differing reform paths in Centra
Asia. The economc structure and trade specialization depend upon
policy choices as well as initial conditions. The degree of
government invol vement in resource allocation, in owership, and in
provi sion of social safety nets now varies considerably. Finally,
the success or failure of the alternative reform paths in
generating non-inflationary growh wth nore or |ess unequal
distribution of inconme and wealth is becomng clearer after five
years of independence.

1. Initial Conditions

The Central Asian republics (CARs) have a geographical, religious
and cultural unity and nmuch shared economc history. This section

wll first outline those common features, and then describe the
significant differences in initial conditions in each of the states
whi ch becane independent at the end of 1991. It is worth

enphasi zing that the national borders are artificial, sonetinmes (as
in the Fergana Valley) dividing what would otherwise be an
integrated unit, and that there are nmajor regional variations
within sone of the CARs (especially Kazakhstan). The definition of
the republics by the nanme of the titular group can also be
msleading in the nore polyglot regions, especially in the cities
where intermarriage was Ww despread; Kazakhstan's population at
i ndependence consisted of about two fifths Kazakhs, two fifths

> Dabrowski (1996) identifies six sets of transition strategies
adopted in eastern Europe and the fornmer Soviet Union, and even
this taxonony is an oversinplification because countries noved in
different ways in the wvarious policy areas and because
i npl enentation was often inconsistent over tine. Dabr owsk
i ncl udes Uzbekistan in the "no significant change" category, but in
housi ng policy there was a rapid and dramati c change.
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Russians, and one fifth other ethnic groups.® Table 2 presents
sone basic economc data for the CARs at the tinme of independence.

The defining geographical features of Central Asia are the two
maj or river systens running from the high nountains in the south-
east corner of the region into the Aral Sea, which have provided
the basis for irrigated agriculture for centuries. A small area of
rain-fed agriculture flourishes in the densely popul ated Fergana
Vall ey, which is divided between Uzbekistan, the Kyrgyz Republic
and Taji ki stan. Much of the remainder of the region is desert,
which turns into steppeland in Kazakhstan. The CARs were
incorporated into the Russian enpire in the late 1800s. Under the
Tsarist reginme sonme nodern infrastructure was installed, but the
maj or econom ¢ devel opnents date fromthe Soviet era.

The CARs were, together with parts of the Caucasus, the nost
econom cal |y backward areas of the USSR Huge expanses of desert
separated the CARs' nmain population centres from the Soviet
heart| and. Differing ethnic, cultural and religious nmake-up also
kept the CARs' distinctive flavour, despite |arge-scale voluntary
and involuntary mgration within the USSR  Public policy tried to
repress the differences by inposing Russian as the common offica
| anguage, pronoting atheism outlawing archaic social custons
(especially related to the economc role of wonen), and encouragi ng
loyalty to the Soviet Union. Wiile this achieved nmgjor social
changes and brought clear benefits in areas of education and
provi sion of other basic needs, particularismrenained in the CARs
and discontent with Slavic dom nation was often not far beneath the
surf ace.

The CARs' role within the Soviet division of |abour was as
primary producers, with nuch of the region becom ng dependent on
cot ton. In the 1950s, under the Virgin Lands schene, northern

® In the 1989 census the popul ati on consisted of 39.7% Kazakhs,
37.8% Russians, 5.8% Germans and 16. 7% ot her ethnic groups. The
estimated ethnic conposition in 1995 was 46.0% Kazakhs, 34.8%
Russian, 4.9% German and 14.3% others (UNDP Hurman Devel opnent
Report Kazakstan 1996, 30).
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Kazakhstan becane an inportant grain-grow ng region. M ner al
resources were also developed, often wthout concern about
production costs or ore quality; Kazakhstan becane a nmaj or producer
of coal, lead, silver, chrone and other mnerals, while Uzbekistan
was the USSR s second |argest gold producer. Especially in the
| ater decades of Soviet rule energy production increased in
Kazakhstan and Turkneni stan, although it was widely believed in the
CARs that energy exploration in the region was neglected at the
expense of devel oping Siberian oilfields.

| ndustrial developnment was in part related to the primary

product base. Uzbeki stan becane the major producer of cotton-
harvesti ng machi nery, for exanple, although not an inportant cotton
textile producer. Industrial diversification was pronpted by the

CGerman invasion in 1941 when whole factories were noved from
exposed parts of the western USSR to Tashkent. After the war, the
t endency of Soviet planners to seek scal e econom es by |ocating new
industries in established industrial centres led to the further
expansion of Tashkent, which 1is the only nmaor industria
conurbation in Central Asia (and which was the fourth biggest city
in the USSR). O her significant industrial projects ained at
pronoting regional devel opnment in poorer areas; they becanme |arge
in relation to the local econony, but did not have solid economc
foundations.* The Soviet space centre and major nuclear testing
facilities were | ocated i n Kazakhst an.

The CARs suffered sone undeni able costs fromthe Soviet era.
The nost obvious was the environmental degradation which was
extrene even by the |ow standards of centrally planned econom es.

* A sugar refinery built in the Kyrgyz Republic to process

Cuban sugar accounted for about 3% of GDP in the late 1980s, but
becane a white el ephant when economically realistic freight rates
were charged on the input and output; all sugar grown wthin
several thousand kilonetres of the refinery is beet sugar, for
which the refinery was technically ill-suited. The huge South
Taji kistan conplex centred on an alumnium snelter in Tursunzade
experienced serious set-up problenms (Rumer. 1989, 51), which were
exacer bat ed when supplies of bauxite from Qui nea were di srupted.
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The shrinking of the Aral Sea as a result of the over-expansi on of
the water-hungry cotton econony has had incalculable negative
effects on the region, with well-docunented deterioration of health
and less predictable long-term consequences including climatic
changes.® Radiation problens in Kazakhstan led to environmental
groups being nore active than elsewhere in the USSR especially
after the Chernobyl disaster highlighted the safety deficiencies of
Sovi et nuclear installations.

The Sovi et econony was planned as a single unit, which inposed
maj or constraints on the newy independent states' ability to
pur sue independent econom c policies. The transport network was
not always suited to donestic trade; the railway between the Kyrgyz
Republic's two main cities, for exanple, passes through Uzbeki stan,
Taj i ki stan and Kazakhstan. Pipeline networks and power grids were

al so designed for an integrated Soviet Union. I n consequence the
i ndi vidual republics had very open econom es, even though they were
shut off from buying or selling in world markets. Table 3

hi ghlights this paradox by conparing the CARs' openness to that of
t he Canadian provinces in the 1980s; total trade as a share of CDP
is roughly simlar for the two groups, but whereas a third to a
hal f of Canadi an provinces' trade was outside Canada, only about a
tenth of the CARs' trade was outside the USSR (and nost of that was
barter trade within Conmecon or with third world clients of the
USSR). Thus the dissolution of the USSR and col | apse of Conecon
led to severe disruption, while the CARs were ill-prepared to
participate in international trade in the world marketpl ace.

The CARs enjoyed large net capital inflows during the Soviet
era. It is inpossible to reconstruct with any precision pre-1992
bal ance of paynents for the republics, because nuch of the inter-
republican transfers took place wthin the huge all-Union
enterprises which played a major role in the USSR  The consensus

® Ironically, western areas of Kazakhstan and Turkneni stan have
suffered froman unexplained rise in the level of the Caspian Sea,
whi ch has inundated coastal areas, including oilfields.
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estimates for the CARs are of resource transfers in the order of
10-20% of GDP in the late 1980s (eg. Ponfret, 1995, 72; Giffin,
1996, 19). Sone of these were already being rolled back in 1991 as
the USSR crunbled, and transfers continued at a dwindling rate
after the dissolution of the USSR (this was the main carrot to
remain in the ruble zone in 1992/3).° The cessation of transfers,
even if it was spread over three years, was unexpected and
exacerbated the problens of transition from central planning.
During the first half of the 1990s the CARs suffered a drop in
gross national expenditure (G\NE) which was substantially |arger
than the decline in output; anong transition economes not
suffering from armed conflicts, only Mngolia suffered a |Iarger
fall in G\NE than the CARs during the early 1990s.

In Central Asia, and in the Caucasus, during the Brezhnev era
the political |eadership lost much of its ideological basis and
devel oped a neof eudal system Wile corruption becane endemc all
across the USSR, the distinctive feature of the southern republics
was the enmergence of networks based on famly or clan loyalties.
The nost publicized exanple was Uzbekistan, whose |eadership
engaged in a huge fraud by msreporting cotton sales, and becane
the first target of Corbachev's anti-corruption drive after 1985.
The corrupt and often crimnal |eaders, however, enjoyed strong
| ocal support for standing up to Mscow, In Decenber 1986, for
exanpl e, when a corrupt Kazakh was replaced by a Russian as first
secretary of the Kazakh Soviet Republic, mnass denonstrations in
Almaty had to be dispersed by force, and two people killed by the
police were treated as martyrs who would be honoured by a statue
after Kazakhstan becane i ndependent. One consequence of this

® Although the CARs suffered from the unexpected cessation of
transfers, they were fortunate in not having accunul ated debt. The
CARs agreed to the zero option for dealing with the USSR s external
debts and assets (ie. assigning themall to Russia), which allowed
the CARs to begin life as independent states free of sovereign
debt. Inter-enterprise arrears, for which the state mght be held
ultimately responsible, were unlikely to be settled when the debtor
and creditor were located in different Soviet successor states.



political developnment was that after independence the incunbent
| eaders of Kazakhstan, Turknenistan and Uzbekistan remained in
office with essentially the sanme power structure, just changing
their |labels fromconmmunists to nationalists.

(a) Uzbeki stan
Uzbeki stan is the nost populous of the CARs. It contains the
best-known historical <centres in the region (Bukhara, Khiva,

Samar kand) . Tashkent was the first major city taken by Russian
forces in the late 1800s, becomng the admnstrative centre and
springboard for the subsequent conquest of the region. Today,

Tashkent is the biggest <city and has the only inportant
international airport in the CARs.

Qut si de Tashkent, the econony is agricultural and dom nated by
cotton, apart from sone mxed farmng (fruit, vegetables and
l'ivestock) in the Fergana Valley. Uzbekistan accounted for al nost
three quarters of Soviet cotton production (Table 4), and is the
world's fourth Ilargest cotton producer. Uzbeki stan has sone
m neral resources, notably gold, whose output was a state secret in
Soviet tinmes (but is believed to be the world s eighth largest).
At independence Uzbekistan inported nost of its primary energy
products, although it did have substantial oil refining capacity
and was a net exporter of natural gas (Table 5).

The size of the agricultural sector and relative |ack of
natural resources contributed to Uzbekistan having the |owest per
capita G\P anmong the four CARs covered in this paper (Table 2).
The average hides large variations in living standards, with some
rural areas, particularly in the west and south of the country,
being economcally deprived. The Autononobus Republic of
Kar akal pakstan in the extrene west had lower |levels of human
devel opnent by practically every available indicator, and suffered
from the worst ecol ogi cal consequences of the desiccation of the
Aral Sea.

Paradoxi cally, Uzbekistan could <claim to be the nost



8

economcally developed of the CARs - plausibly vis-a-vis
Turknmeni stan and the Kyrgyz Republic, less plausibly vis-a-vis
Kazakhst an. Uzbeki stan's industrial sect or is the nost
diversified. Its labour force is better educated than those of the

Kyrgyz Republic or Turknenistan. The transport infrastructure is
relatively good, at least in the main population centre around
Tashkent and in the east. Conpared to Kazakhstan, Uzbekistan has
an ethnically honogenous popul ation, and although there was sone
Slavic emgration after independence this was |ess disruptive than
i n Kazakhst an.

(b) Kazakhst an

Kazakhstan is the other large CAR wth a snaller population
but larger GNP than Uzbeki stan. Kazakhstan is also the nost
di verse of the CARs, and indeed is often considered not to be truly
part of Central Asia as in the north it blends inperceptibly into
the Siberian steppe.

The share of the labour force in agriculture is smaller (23%
in Kazakhstan in 1987, conpared to 34-41% in the other CARs), but
the Kazakh agricultural sector is a major grain exporter. Mich of
the grain production is a result of the Virgin Lands program of the
1950s which brought land in northern Kazakhstan into production.
The output of livestock products is also far higher in Kazakhstan
than in the other CARs (Table 4); Kazakhstan accounted for a
quarter of wool production in the USSR  Kazakhstan's cottonfiel ds
are concentrated around Chinkent, and the narket gardening around
A maty.

The diversity of Kazakhstan's population is related to the
large Slavic immgration in the north to farmthe Virgin Lands.
Earlier Kazakhstan had been the destination for political exiles
and for groups considered security risks during the 1941-5 war,
notably ethnic Koreans and GCernmans. The high-tech installations
associated with the nuclear program and the Soviet space centre
al so brought non-Kazakhs into the republic in larger nunbers than



in other Soviet republics.

Kazakhstan has the largest oil reserves anong the CARs (Table
5). During the Soviet era it was a source of discontent that
investment in oil exploration and exploitation was directed to
Siberia rather than to Kazakhstan. Si nce independence Kazakhstan
has signed the l|argest foreign investnent contract of any Soviet
successor state, with Chevron for the developrment of the Tengiz
oilfield in northwest Kazakhstan.

The oil and mneral endowrent, food self-sufficiency and high
| evel s of human capital |ed many observers to see Kazakhstan as one
of the best-placed Soviet successor states in 1991.

(c) The Kyrgyz Republic

The Kyrgyz Republic is mainly nountainous, with its popul ation
concentrated in the Fergana Valley in the southwest and the plains
around Bi shkek in the north. The Kyrgyz, like the Kazakhs, were
nomadi ¢ pastoralists until the enforced collectivization of the
1930s, and wool remains a nmajor product. The Kyrgyz Republic has
sone mnerals, but few energy resources other than hydroelectric
potenti al .

During the later part of the Soviet era, efforts were nade to
introduce industries as a regional devel opnment policy. Few of
these projects had a sound econom c basis. Because of their
dependence on inputs from elsewhere in the USSR or from other
Communi st countries and dependence on the whole USSR market for
custoners, many of these artificial inplants faced severe problens
as soon as the Soviet econony inploded in 1991. Thus, anong the
CARs, the Kyrgyz Republic faced the nost severe econonic problens
after becom ng i ndependent.

The Kyrgyz Republic also had a distinctive political
developnent in the last years of the USSR Wien the Soviet
republics appointed, and in sone cases elected, executive
presidents in 1990 and 1991 the political transition was seanl ess
in nost of Central Asia with the established |eaders sinply
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changing their titles to President Karinmov in Uzbekistan, President
Nazar bayev in Kazakhstan and President N yazov in Turknmenistan. 1In
the Kyrgyz Republic, however, the Conmunist Party's unsatisfactory
response to ethnic disturbances in the sumrer of 1990 led to
failure to ratify the official candidate for president, and instead
the president of the Acadeny of Sciences, Askar Akayev, becane
president of the republic. Akayev proved to be an astute enough
politician to withstand attenpts to unseat him and he remains in
power. Although he is no denocrat, and has a tendency to rule by
decree, Akayev is generally viewed as the | east authoritarian ruler
in the region.

(d) Turkneni stan

When they were violently incorporated into the Russian enpire
in the 1880s, the Turknen were viewed as a backward group of desert
nomads. In the 1920s |less than 3% of the population was literate.

Educati on and health services were inproved substantially over the
next half century, although Turknmenistan continued to have the
worst record in the USSR by neasures such as infant nortality
rates.

Sedentary agriculture was established in the Soviet era by
increasing the area of irrigated |and. The mgjor irrigation
project was the 1500 kil onetre-long Karakum Canal (one of the mgjor
causes of the Aral Sea disaster) which permtted rapid expansi on of
cotton cultivation in the 1960s and 1970s (Tabl e 4b).

During the final decade of the USSR the Turkmen econony
becane dom nated by natural gas. Practically the entire country
sits on a field of natural gas, which is relatively easy to tap
In the USSR the relative price of natural gas was well bel ow world
| evel s, so that Turknenistan could expect an inmedi ate inprovenent
inits terns of trade. Tarr (1994) estimated, using a 1990 base,
that nmoving from Soviet to world prices would lead to a 50%
improvenent in Turknmenistan's terns of trade - a far nore
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significant gain than for any other fornmer Soviet republic.’

2. Policies

As republics wthin the USSR the CARs had simlar economc
policies, with resources allocated by central planning and assets
owned by the state. |In the Gorbachev era sone Soviet republics did
undertake |ocal experinments in economc reform but the CARs were
not anong them During 1992 the CARs were generally preoccupied
with institutional matters associated wth independence, and
econom c policies were largely reactive.

Flexibility in many areas of reform was reduced by continued
use of the ruble. Thus, all of the CARs followed Russia' s price
reformin January 1992; not to have done so would have opened the
door to comodity arbitrage within the ruble zone. Nevert hel ess,
the degree to which individual CARs tried to shelter their
economes from key price rises was an early indicator of relative
commtrment to the establishment of mnarket-determned prices. The
ranki ng, according to closeness to Russian post-reform prices, was
Kazakhst an, the Kyrgyz Republic, Uzbekistan, Turknmenistan (Ponfret,
1995, 53-6).

Privatization was characterized in 1992-3 by paper conmtnents
but little real novenent. Some formof privatization or use-rights
was generally introduced for snall enterprises, housing and | and,
but little or no progress was nade towards privatizing |arge state-
owned enterprises. Labour market reform also proceeded slowy in
practice, as open unenploynment remained mninmal and new social
safety nets were not constructed.

In 1993 the CARs all exited fromthe ruble zone. The Kyrgyz
Republic was one of the first former Soviet republics to establish

" Tarr's estimated inprovenent in the terns of trade was 19%

for Kazakhstan and 1% for the Kyrgyz Republic, while Uzbekistan
woul d suffer a 3% deterioration in its terns of trade.
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its owm currency, in My 1993. Turknenistan nore or |ess planned
its exit for early Novenber, confident in its ability to nmaintain
the national currency's value with the country's natural gas
weal t h. Kazakhstan and Uzbekistan also left the ruble zone in
Novenber 1993, but in a greater rush as they finally rebelled
against Russia's conditions for continued nenbership (Ponfret,
1995, 140-51). Uzbekistan initially issued a tenporary currency
(the sum coupon), before the banknotes for the new national
currency, the sum were issued in July 1994.

In 1994-6 differentiation in national econom c policies becane
nore apparent. By the Wrld Bank classification of transition
economes, the Kyrgyz Republic and Kazakhstan were internedi ate
reformers and Uzbeki stan and Tur knmeni stan slow reformers. This is
the consensus ranking of the four countries' degree of commtnent
to reform although the European Bank for Reconstruction and
Devel opnment considers Uzbekistan slightly nore reformst than
Kazakhstan (Table 1). The problem with any synthetic index of
liberalization is that reformis a multi-faceted concept, and any
sinpl e rankings are bound to be controversial.

Whatever the differences in extent of reform there have
clearly been differences in style of economc policies. The Kyrgyz
Republic has been the nost commtted refornmer, taking the nost
determ ned steps. Tur kneni stan has been the least commtted
reformer with a reginme concerned nore with political stability and
distribution of the resource rents, than with creating a market-
oriented econony. Kazakhstan and Uzbeki stan are both progressing
with economc reform but in Uzbekistan there is far nore concern
with controlling the process and noving gradual | y.

(a) Uzbeki stan®
Uzbeki stan has adopted a gradualist reform strategy; official

8 This sub-section draws on the nore extensive description and
analysis in Ponfret and Anderson (1997).
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statenents denounce rapid change and pronote the need for
stability. The gradualismis nobst apparent in fiscal and nonetary
policy and in price reform The governnent has had some success in
l[imting the budget deficit, but this has been for prudential
reasons rather than as part of a macroeconomc policy ainmed at
containing nonetary growh and hence inflation. For nost of the
post -i ndependence period nonetary policy has been of Ilimted
significance because the governnent has relied on price controls as
its main anti-inflation weapon.

During 1992-3 Uzbekistan gave the inpression of being a
reluctant follower of Russian price reforns. By retaining a w der
range of price controls than neighbours within the ruble zone,
Uzbeki stan opened the door to commodity arbitrage, and on severa
occasions the borders with the Kyrgyz Republic and Kazakhstan were
cl osed. Following the introduction of the national currency in
July 1994, however, the government has pursued cautious but
cunul atively significant price reforns. Al subsidies for consuner
goods were elimnated and only flour, sugar and vegetable oi
remai ned subject to rationing; the IM- in its 1996 Staff Country
Report (page 11) concl uded that "the process of price
l'iberalization was essentially conpleted" by early 1995.

The degree to which prices are market-determ ned renains
opaque. Some key commodity prices are still far bel ow world prices
in 1997, although donmestic oil and gas prices were brought
substantially closer to world prices in 1996. State orders remain
inmportant in agriculture; 60% of the cotton crop and 50% of the
grain crop in 1995 were purchased at official procurenent prices
which were about half of world prices. The governnent has
announced its intention of elimnating state orders for grain in
1997 and for cotton in 1998, but control over cotton prices is the
nost inportant source of governnment revenue so that the latter
woul d have maj or negative budgetary inplications. Mst significant
of all, the two nost critical sets of prices in a nmarket econony,
i nterest rates and exchange rates, remain artificial.
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Ent r epr eneuri al banking is discouraged and interest rates
controll ed, and exchange controls have been tightened in recent
years.

In late 1994 Uzbekistan began to pay nore attention to
macr oeconom ¢ stabilization, but actual policy has been cauti ous.
Monetary tightening has occurred, but has been inconsistently
inplenented.® The drop in inflation in 1995 was | ess dramatic than
in the Kyrgyz Republic or in Kazakhstan (Table 6), and sone of
Uzbeki stan's cunul ative inflation performance is due to repression
of price increases by controls rather than success in containing
t he underlying inflation.

Uzbeki stan has an open econony, but restrictive trade and
forei gn exchange policies. Cotton and gold have proven to be
bouyant exports. The governnment has used the exportables as a tax
base, ' and provides substantial protection for inport-conpeting
producers in industry and in agriculture. In the md-1990s trade
policy becane nore liberal, in that tariffs were sinplified and
reduced, but Iless relevant, as by 1996 all foreign exchange
earnings had to be turned over to the central bank which then
allocated foreign exchange to approved inporters and other
certified buyers. The exchange rate is nmarket-determned at
auctions, but access to the official market is controlled. The
system sinplifies tax collection and permts discretionary control
over inports, but |leads to substantial resource msallocation. The
gap between the official and black market exchange rates has
wi dened, with a premum on foreign currency of over 100% by early
1997.

® As a counterpart to the characterization of Russia's
transition strategy as "inconsistent shock therapy" by Popov
(1996), Ponfret and Anderson (1997) conclude that "Uzbekistan's
macroeconom c policy since 1994 could be <characterized as
i nconsi stent gradualisni.

1 Connolly and Vatnick (1994) nodel the transfer mechanism
applied to cotton. Kl ugnman (1996, 19) reports Wrld Bank estinates
that the cotton sector provided 13.4% of governnent revenue in
1993.
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Privatization and enterprise reformis difficult to assess in

Uzbeki st an. There has been no sweeping privatization of |arge
enterprises and |and renmains state-owned, but housing was al nost
conpletely privatized in 1994, Wthin both agriculture and

industry there is sone evidence of inproved incentive structures,
but it is early to assess. State enterprises (to sonme extent in
service sectors such as education and health, as well as in
i ndustry) have been captured by incunbent nmanagers, which has
increased income inequality but may be conducive to greater
efficiency now that the managers have claimto residual profits as
well as fixed salaries. In agriculture there has been sone Iimted
increase in private farns, and state farns have been turned into
cooperatives. The potentially nost significant step, initiated in
1995, has been the spread of arrangenments whereby i ndividual
farmers within cooperatives contract to supply a certain quota at a
specified price and then retain a |arger share of the above-quota
producti on; this resenbl es China's successf ul househol d
responsibility system but its inmpact in Uzbeki stan has yet to be
docunent ed. **

There has been sone formation of new enterprises. After
negligible foreign investnent in the early years of independence,
direct foreign investnment accounted for 1% of total investnent in
1994 and 17% in 1995 (UNDP Human Devel opnent Report Uzbeki stan
1996, 26), before slipping back in 1996. The inflows are dom nated
by a few large investors: Daewoo, BAT, Newnmont M ning, Mercedes
Benz and Lonrho. Formation of new snmall-scale private enterprises
has been limted, certainly less than in Kazakhstan or the Kyrgyz

Republic, but nore than in Turknenistan. Both foreign investors
and indigenous entrepreneurs are deterred by the red tape and
corruption in a still heavily regulated econony in which

entrepreneurial activity is viewed with official suspicion.
The nost distinctive el ement of government policy has been the

1 Qraumer (1995) and Khan (in Giffin, 1996, 65-92) provide
differing assessnents of agricultural reformin Uzbeki stan.



16

steps taken to provide social security. In many transition
economes words have been |ouder than actions, but Uzbekistan's
government has produced sone innovative actions. Cover nnent

spendi ng on education and health has been nmaintained at |east as a
share of GDP (Table 8; see also Klugman and Schieber, 1996, and
chapters by Hatland and Haycock and by Tibi in Giffin, 1996).

Al though neasures of school nmaintenance or hospital beds per
i nhabi tant have deteriorated, this appears to be part of a genuine
program of inproving efficiency from the rigid capital-intensive
Sovi et approach to education and health. Since 1994 assistance to
low income famlies has been chanelled through neighbourhood
commtttees or nahallas; one in five househol ds recei ved noney from
the mahalla fund in 1995 (Kl ugman, 1996, 27). The nahalla program
has reduced adm nistrative costs and appears to have permtted
better targetting of the needy, although there have been sone
concerns about regional variations in the standards of need.

(b) Kazakhst an
Si nce i ndependence Kazkhstan has followed a nore free-wheeling
approach to economc liberalization than Uzbekistan has. Initially
many outside observers interpreted this as showing greater
commtnment to economc reform underpinned by nore favourable
initial conditions in terns of natural endowrent and human capital.
Kazakhstan's room for mnanouevre is constrained by a delicate
et hni ¢ bal ance, wi th Kazakhs and Russians al nost equal in nunber in

the late 1980s. In 1992-3 Kazakhstan followed Russian price
reforns nore closely than the other, nore cautious, CARs and yet
was a strong advocate of retaining the ruble zone. After

Kazakhstan did eventually |eave the ruble zone in Novenber 1993
its macroeconomc policies were firner than those of Uzbekistan

In other areas, the Kazakh approach has been |axer than that of
Uzbeki stan, which can be seen either as a greater commtnent to
market forces or as actions of a weaker central government. The
issue of whether lack of Ilaw and order inhibits successful
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transition to a nore narket-oriented econony has conme to the
forefront in the md-1990s, often in explicit conparisons between
Kazakhstan's faster liberalization and Uzbeki stan's gradual i sm

Price liberalization was substantially conpleted in 1992. By
early 1993 the only retail prices still regulated were for
transportation and communication services, bread and Dbakery
products, baby food, sonme energy products, and inported nedicines.

The signalling function of prices was, however, obscured by
hyperinflation within the ruble zone, and this continued after the
introduction of the national currency in Novenber 1993 (Table 6).
The state order system was abolished in 1993, when a "state needs”
system was introduced, by which state procurenent for schools,
hospitals, etc. and for exports under interstate trade agreenents
are purchased fromvoluntary suppliers at negotiated pri ces.

Foreign trade was controlled in 1992-3, but then substantially
liberalized in 1994-5. Licencing and quotas for inports and
exports were abolished, and barter transactions prohibited. The
average tariff on inports in 1996 was 13% As in Uzbekistan the
effectiveness of price and trade policy reform was underm ned by
hyperinflati on and exchange controls, but on both counts Kazakhstan
was nore successful, with inflation under reasonable control by
1995 and exchange controls | ess draconi an than i n Uzbeki st an.

Privatization noved at slow speed in 1991-2, but was addressed
nore seriously in March 1993 when the governnent adopted a three-
prong strategy:

* auctioning snmall-scale state enterprises for cash,

* converting nedium and | arge enterprises (enploying 500-2000

workers) to joint stock conmpanies to be managed by I nvestnent

Privatization Funds in which citizens would have shares

t hrough a voucher schene,

* privatizing very large enterprises on a case by case basis.
In 1994, the first prong was inplenented successfully, the coupons
for the second prong were distributed, but little progress was nade
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on the third prong.* Land and other natural resources renain
state property, although Ilong leases (up to 99 years) are

transferrable and inheritable. Housing privatization is the
responsibility of local authorities, so that the nethods and extent
of privatization vary; about half of all dwellings had been

privatized by md-1993, ie. slower progress than in Uzbeki stan.

Despite w despread dissatisfaction with the privatization
process and many stops and starts on the coupon program which was
termnated in 1996, the ownership situation has been transforned.
By 1996 private, mxed, joint stock and other non-state forns of
owner shi p accounted for over 70% of all property. Nevert hel ess,
there is concern about the nature of privatization with much of it
being privatization fromwthin, as existing managers took control
of state enterprises, often making big nmaterial gains for
t hensel ves.

Effective reform of the financial sector is a necessary
prerequisite for successful privatization. In Kazakhstan non-state
enterprises still conplain of their limted access to capital
markets, despite a big increase in the nunber of banks. By early
1995 there were 280 banks, up from5 in 1988 and 72 at the end of
1991, but the three largest specialized state banks and the state
Savi ngs Bank held 80% of the assets. Mdst of the other banks were
associated with individual enterprises, and act principally as
conduits for state-subsidized credit. An August 1995 presidential
decree introduced serious privatization of the banking sector by
forbidding enterprises in which the state is a major sharehol der
from hol di ng stock in banks.

The nmacroeconom ¢ stabilization program has been successful in

2 Three factories were quickly sold to foreign corporations

(the Almaty central tobacco plant to Phillip Mrris, a margarine
factory to Unilever and a confectionary factory to R J.Reynol ds),
al though Unilever pulled out of its deal when the governnment would
not guarantee future supplies of vegetable oils. By 1996 forty-two
contracts had been signed, but twelve of these were termnated
before com ng into effect.
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reducing the inflationary effect of governnent budget deficits.

Wth a declining tax base and difficulties with tax collection,
cutting the deficit to less than 5% of @GP by 1996 involved
substantial reductions in governnent expenditure. This process has
been threatened by sonme major projects, such as the renmoval of the

capital,® but has been kept on track. A major burden of the
spending cuts has been on the provision of health and education
servi ces. Public spending on health has dropped by over forty

percent in real terns, with many fornmerly free services no | onger
generally available and wdening regional disparities in the
quality of healthcare - all at a tine when econom c and ecol ogi cal
problens are increasing the demand for health services. State
spendi ng on education has al so dropped, from 7% of GDP in 1990 to
3% of the smaller GDP in 1996. A nost half of all kindergartens
and day nurseries were closed between 1991 and 1995, while in grade
school s  physi cal facilities deteriorated, teacher shortages
increased and equipnent was in short supply (eg. the nunber of
t ext books issued in 1995 was half that of 1991). As with health
services, the provision of education services has becone |ess
uniform private institutions have grown in response to dermand, but
exacerbate the inequality of access.

(c) The Kyrgyz Republic

The Kyrgyz Republic is often |auded as being anong "the nost
active reformng countries of the Comonwealth of [|ndependent
States".'™ It was the first CIS country to issue its own nationa

3 The decision to nove the capital from Almaty to Aknola

(Tselinograd) was announced in 1994, but inplenentation has been
post poned. Aknola is a town which grew out of the Virgin Lands
project; its location in north-central Kazakhstan reflects the
desire to head off Rusian secessionist demands, but also signifies
a shift of Kazakhstan's focus away from Central Asi a.

* The UNDP Hurman Devel opnent Report Kazakstan 1996, 35-49, has
a useful discussion of health and educati on since independence.

> The quotation is from the opening sentence of |IM Staff
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currency with the intention of achieving the nacroeconomc
stabilization that was inpossible within the ruble zone. Tr ade
policy has been liberal and exchange rate policy has been narket-
based, including full convertibility of the som since May 1995
Privatization and enterprise reform have progressed faster than in
other CARs but the Kyrgyz Republic is not the S |eader in these
structural reforms; it lags Russia on performance based neasures
such as the share of private sector output in GDP or institutiona
devel opnent (Table 1).

The national currency was introduced in May 1993, but nonetary
control was uneven during that year and the som depreciated
substantially (from4 sum$ to 8.5/$% at year's end). In 1994 the
som again depreciated (to 10.66/$), but then was nore or |ess
stabilized (in the range 10.7-11.2) in 1995, which represents a
real appreciation. During this period, the Kyrgyz Republic had the
best record anong the CARs in reducing inflation (Table 6).

The Kyrgyz government did not, however, succeed in controlling
its budget deficit, which increased to 12.5% of GDP in 1995. The
revenue base shrank as a result of reforns and collection
difficulties exacerbated the decline in revenue, which was not
mat ched by expenditure cuts. Monetary bal ance was mantained in
part by confidence in the banking system in 1993-5, which kept
noney denmand down, but appears to be nore crucially due to success

in obtaining foreign aid. Goss official transfers in 1995
amounted to $103 mllion ($71 m in bilateral aid and $32 m from
nmul til ateral institutions), of which  $45m was technical

assi stance, $30m grants in kind, and $28m counterpart funds for
budget ary support.

Price reform is essentially conplete. State orders were
elimnated in 1993, and practically all prices liberalized by 1994.
Wth low inport barriers and limted export taxes, which were
abolished in February 1996, the relative price structure should be

Country Report No.96/98 (Septenber 1996).
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based on world prices (allowing for the high transactions cost in
t he | andl ocked republic with poor external transport I|inks).

The Kyrgyz privatization program has been the nost extensive
anmong the CARs. Practically all snall-scale state enterprises
(I ess than 100 enpl oyees) and state comercial assets had been sold
by cash auction by the end of 1994. The 1994-5 program ear nar ked
900 nediumsized and |l arge state enterprises for privatization by a
m x of coupon and cash auctions, and by the end of 1995 836
enterprises had been auctioned and the governnment had fully

divested itself of state shares in 434 enterprises. The 1996-7
program targets 320 nedium and |arge conpanies for a simlar
process, including sone of the l|argest state nonopolies. Most

state and collective farns have been broken up with individuals
holding land-use rights, which were extended to 99 years in
Novenber 1995; land |eases can be sold or used as collateral, but
the land remains state property and nust be used for agricultura
pur poses.

Fi nancial sector reform has ained at creating appropriate
institutions for the conduct of nonetary policy and for efficient
financial internediation, but has been hanpered by the snall market
econony and |ack of trained personnel. Despite attenpts to create
mar ket - based financial instrunents, the commercial banks ran into
serious difficulties in 1995, primarily due to non-performng | oans
to state enterprises. The government response was to undertake a
maj or restructuring with assistance fromthe Wrld Bank; two of the
four large specialized banks were liquidated in 1996 (the savings
bank and the agricultural bank), while the other two |arge forner

state banks were recapitalized. Two of the smaller conmmercial
banks had their |icences suspended and ot hers were put under direct
supervision of the central bank. The outcone, assumng an

appropriate regulatory and supervisory framework is devel oped,
should be a sounder financial system than in any other Asian
transition econony.

In sum the Kyrgyz Republic has noved further and faster than
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any other CAR in the transition to a market econony, although the
progress has been slower than in the Central European transition
economes and in sone respects slower than in Russia. It is the
only CAR whose price liberalization has produced market-determ ned
exchange rates and interest rates, although in both areas narket
thinness has limted allocative efficiency. Enterprise reform has
been less dramatic than price reform but the nonmentum has been
mai ntai ned and by the m d-1990s appeared to reflect a nore genui ne
governnment commtnent to relinquishing control over enterprises
than in other CARs.

(d) Turkneni stan

Tur kneni stan is at the opposite end of the CAR reform spectrum
to the Kyrgyz Republic. Reform of the econony towards a nore
mar ket -oriented system was mnimal during the first four years
followwng the dissolution of the USSR A highly personalized
government has sought to cenent popular support by using the
resource rents from Turkneni stan's abundant natural gas to provide
free servces and subsidized staple products. This strategy proved
unsustai nable and the first significant reforns were announced at
the end of 1995, but they are as yet difficult to assess.

Sone prices have been freed, but many key prices renained
controled. The governnent sets an average wage, and paynents above
this level are subject to a punitive excess wage tax (set at 50% on
all wages over 20,000 manat following the January 1996 wage
reforn). Interest rates and exchange rates are tightly regul ated.

Al t hough Turknenistan anticipated the final dissolution of the
ruble zone by introducing the manat at the beginning of 1993, the
goal appears to have been to end the restrictions on nonetary
expansi on inposed by nenbership in the ruble zone rather than to
control inflation through nonetary policy. Water, gas and
electricity are provided free (up to generous limts), rents on
public housing are nomnal, and retail prices of sugar, rice, tea,
butter and flour are subsidized. Mnetary policy has been based on
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accommodation to the needs of the social protection system of
state enterprises and of prestige construction projects; it has
been highly inflationary.

Privatization has progressed slowy and been constrai ned by
the governnment's unwi |l lingness to cede control. By 1996, 1652 out
of 3980 small enterprises targeted for privatization had changed
ownership structure and four nediumsized and one large state
enterprise had been privatized by auction, but the governnent has
retained a majority shareholding in many of these enterprises.
Urban housing privatization has been suspended. The June 1995
agrarian reform replaced state farns and cooperatives by peasant
associ ations, whose nenbers nust fulfil state orders but can retain
addi ti onal out put. Al though this arrangenent has superficial
resenblance to China's household responsibility system and
Uzbeki stan's agrarian reform in Turknmenistan all produce in key
sectors (including cotton, grains and |ivestock) nust be sold at
official procurenent prices rather than market-determ ned prices,
so that the Turknenistan situation is |ess favourable to producers.

The I MF staff team diplomatically described the situation in
early 1996 as one of "limted progress” in reform and where "a
heavily subsidized public enterprise sector continued to dom nate
the econony" (Country Report 96/30, April 1996). The no-reform
strategy gave no incentive for the devel opnent of non-traditiona
sectors.

3. Perfornmance

By any neasure the Central Asian republics have suffered an awfu

econom c experience since becom ng independent in 1991. CQutput has
fallen substantially, all the CARs experienced hyperinflation in
1992/3, the distribution of inconme and wealth has becone nore
unequal, and poverty has increased. The output and inflation
neasures in Table 6 overstate the poor performance by
underestimating quality inprovenents and for other reasons
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(Ponfret, 1995, 171-6); greater choice and ability to trade can be
wel fare-increasing even if output declines, and some higher
prices are associated with better quality products. Neverthel ess,
material living standards have declined for the majority of the
CARs' inhabitants and econom c insecurity has risen.

The neasurenment issues beconme nore significant in making
conpari sons anong the CARs. There have undoubtedly been variations
in economc performance, but there is disagreenent even about the
CARs' ranking by performance. To sone extent such disagreenents
are due to confounding of performance with policies; the speed with
which a nmarket econony is created beconmes a neasure of economc
success. The disagreenents also reflect wsh-fulfillnment as
supporters of rapid reformsee better performance indicators in the
Kyrgyz Republic and Kazakhstan while advocates of gradualism see
relatively better outconmes in Uzbekistan. In this section I wll
try to consider performance in the narrow sense of satisfying the
material needs of a nation's inhabitants.

Uzbeki stan had the snallest decline in GP over the period
1990-5 of any fornmer Soviet republic. Uzbeki stan's 1995 GDP was
82% of its 1990 GDP; conparative figures are 45% for Kazakhstan and
50% for the Kyrgyz Republic.' Uzbeki stan also had relative

' The proliferation of kiosks in the major towns has been

primarily in response to demand for inported chocol ate, cigarettes,
al cohol, wunderwear, condons, tapes and other consumer products
which were either not supplied or were of poor quality in the
Soviet era. Privatization of housing, allow ng people to exchange
housing nore readily than in the past, has permtted a better
matching of the housing stock to people's wants, eg. as famly
si zes change or jobs in new | ocations becone avail abl e.

" The figures, fromthe S Committee of Statistics (reported
in the UNDP Hunman Devel opment Report Uzbeki stan 1996, p.16), do not
provi de estimates for Turkmenistan. Wrld Bank data show a simlar
pattern. In their study of 26 transition economes from Europe,
the fornmer USSR and Mongolia, de Melo et al. (1996, 405) conpare
the lowest GDP figure from the 1990s with GDP in 1989 and
Uzbeki stan has the highest ratio with a m nimum GP equal to 88% of
that in 1989; ratios for other GCentral Asian republics are
Turkmeni stan 62%  Kyrgyz Republic 53% Kazakhstan 49% and
Taj i ki stan 30%
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success in avoiding hyperinflation, never recording a four-digit
annual increase in the consunmer price index, although by 1995 the
Kyrgyz Republic and Kazakhstan had made nore progress in reducing
inflation. The nore controlled econony of Uzbeki stan nmay have nore
repressed inflation and | ess undercounting of the output of snall-
scale private sector activites, ie. a poorer record in reducing
inflation and maintaining output than the figures in Table 6
suggest .

El sewhere in the forner Soviet Union and in eastern Europe
vital statistics have underlined the decline in living standards;
i ncreased death rates and reduced birth rates have been interpreted
as evidence of increased insecurity and econom c pessinmsm The

CARs stand out as exceptions to this pattern. The popul ation
figures for the fifteen former Soviet republics from the 1989
census to 1995 show large natural increase in Uzbekistan,

Kazakhstan, Tajikistan, Azerbaijan, Turknmenistan and the Kyrgyz
Republic, while the other former Soviet republics had snmall natural
increases or declines (Table 7). To sone extent this may be
cultural, as the six listed republics are those with predom nantly
Miuslim popul ations, but it also reflects stable |ife expectancies
(as in Table 2), unlike the Russian Federation where the life
expectancy for men has fallen dramatically since i ndependence.

The mgration figures in Table 7 present a l|less positive
picture with Kazakhstan, the Kyrgyz Republic and Uzbekistan all
experiencing large emgration. This has a cultural elenment as the
emgration is overwhelmngly of non-titular ethnic groups, mainly
Russi ans or other European groups, but also Uzbeks and Kazakhs from
the Kyrgyz Republic and so forth. The enphasis placed by the new
nati onal governnents on matters such as the status of the national
| anguage clearly make a difference, but poor econom c performance
is a reinforcing push factor.

I ncone inequality has alnost certainly increased in all fornmer
Soviet republics since 1991, but it is difficult to nmeasure. The
sane applies to poverty. Unenpl oynent figures are practically
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neaningless as they reflect the relative attractiveness and
specific conditions of unenpl oynment conpensation, which tends to be
lowin all CARs (and hence reported unenploynent is | ow even though
many people have lost their jobs and are supported by the extended
famly or are underenployed in the informal sector). Anong those

still in the sane job as before 1992, there is a wdespread
phenonenon of workers having assets (unpaid wages accunul ated over
many nonths) but living in poverty. There is alnmost no firm

evidence on these phenonena, although the grow ng frequency of
urban riots, often ignited by demands for paynent of back-wages,
i ndicates their inportance.

Crinme has also increased in the 1990s. This is a synptom of
econom ¢ hardship (eg. in Kazakhstan 45% of arrestees are reported
by the UNDP (Human Devel opnent Report Kazakstan 1996, 61) as having
no permanent source of incone), as well as of the decline in social
control since the end of Communism The increase in crine appears
to be greatest in Kazakhstan and Ileast in Uzbekistan and
Tur kmeni stan, which clearly reflects the tighter central control in
the latter two countries, but also raises the question of whether
it is a cost of Kazakhstan's economc reformstrategy - at least in
conparison wth Uzbekistan's nore gradualist and controlled
appr oach.

Finally, agriculture is still inportant in the CARs, and even
nore so given the post-independence decline in industrial output,
so that year-to-year performance is susceptible to vagaries of
weat her. Gain production in Kazakhstan declined sharply from 16. 4
mllion tonnes in 1994 to 9.5 mt. in 1995 partly due to severe
drought in western and central areas, but also ascribed to the
deteriorating stock of agricultural mnachinery. Tur kneni stan was
also hard hit by harvest failure in 1995, although even nore than
in Kazakhstan there is a suspicion that econom c m snmanagenent
exacerbated the negative inpact of adverse weather conditions.

4. Analysis
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What has been the relationship between policies and perfornmance?
In Section 2 | argued that it is dangerous to seek a sinple ranking
of the CARs by degree of economc liberalization, although the
Kyrgyz Republic has been the nost commtted to econom c reform and
Tur kneni stan the least commtted. Simlarly, in Section 3 1 argued
that sinple rankings by economc performance are also fraught,
al t hough Uzbeki stan appears to have done best in the first five
years after independence, and Turkneni stan has done worst. Finding
a relationship between policies and performance is nore conplex,
however, because resource endowrent and other initial conditions
also play a role. Mreover, during the 1991-6 period other forces
have interacted with national policies to determ ne perfornmance,
and sone of these forces have been exogenous (eg. weather
conditions) while others (eg. the anmount of external financing)
have been related to the policy choices. Finally, although five
years is long enough to identify differences in reform paths and
their i mediate consequences, it is too short to capture the |ong-
term effects of substantial systemc reform which in nost cases
only dates fromthe md-1990s, rather than from i ndependence.

As with performance evaluation, it is difficult to isolate the
anal ysis from preconceptions or the benefits of hindsight. How,
for exanple, should we rank the CARs with respect to resource
endowrent? Tarr (1994) in his calculations of the terns of trade
impact of noving from Soviet to world prices found Turkmenistan
(+50% and Kazakhstan (+19% to be big gainers, while Kyrgyzstan
(+1% and Uzbekistan (-3% would be hardly affected. This fitted
with the common perception that Turknmenistan with its natural gas
weal th and Kazakhstan with its oil and mneral wealth had suffered
from Soviet pricing policies and would enjoy a |large windfall gain
after independence. Moreover, these two countries had further
energy reserves, including Kazakhstan's Tengiz oilfield which
quickly attracted the largest foreign investnment in the entire
former USSR In practice, however, realization of economc
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benefits from the natural gas and oil has been stymed by the
pi peline network. Turknenistan has maintained its gas exports but
has experienced paynents difficulties, reflected in (notional)
capital inflows, while oil flows from Tengiz have been a nere

trickle. At the sanme time, Uzbekistan with its dependence on
cotton benefitted from bouyant world markets in 1992-3 and sone
flexibility in transport outlets. Mor eover, Uzbeki stan has

developed its energy sources, on a nodest scale but enough to
reduce its inports so that it has not suffered from the expected
terms of trade loss. In sum Turknenistan and to a |esser extent
Kazakhstan | ooked exceptionally fortunate in 1992, but turned out
to be not as blessed as they thought, while Uzbekistan's resource
endownent turned out to be not as bad as expected in 1992; behind
this superficial assessnment lurks the question of whether the
reversals of fortune mght be due at least in part to nore or |ess
astute national policymaking.

The CARs have had differing amounts of external assistance
but this is not independent of economc policy decisions. Al l
benefitted from Russian assistance in 1992 and 1993 when the
transfer nechanisns fromthe Soviet era were wound down rather than

abruptly term nated. The nost inportant such nmechanisns were
currency credits wthin the ruble zone and Russian products
supplied at below world prices. These carrots were the najor

reason for continued nenbership in the ruble zone, and they
termnated first for the Kyrgyz Republic after its My 1993 exit
from the ruble zone and then for Turknenistan, Kazakhstan and
Uzbeki stan in Novenber 1993. Since 1993 the Wrld Bank and | M
have led in the provision of external assistance, but the
international financial institutions' |ending has not been evenly
distributed (Table 9); it is heavily skewed towards those CARs
adopting reformstrategies favoured by the Wrld Bank and I M-, with
the Kyrgyz Republic being the first CARto receive Wrld Bank funds
and consistently receiving the nost per capita, while Kazakhstan
has received the |argest total Wrld Bank assi stance.
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(a) Uzbeki stan®

Even allowing for the conceptual and nmeasurenent difficulties,
there is general agreenment that Uzbekistan has been the nost
successful of the CARs in nmaintaining output I|evel since

i ndependence. Wiile poverty neasurenment is even nore difficult
t han out put neasurenent, Uzbeki stan appears to have done relatively
well in restraining increases in poverty. In social areas such as

education and healthcare, Uzbekistan could also claim the best
record, which not only helps to avoid w dening gaps in inconme and
wealth but lays a firmer foundations for future economc growh
On the other hand, Uzbeksitan has | agged Kazakhstan and the Kyrgyz
Republic in establishing a nmarket-based econony, and the still
heavily distorted prices and readiness to use controls over
resource allocation may inhibit |ong-termgrowth prospects.

Uzbeki stan had sone favourable initial conditions. The
unexpectedly beneficial trade situation in the early 1990s due to
buoyant world cotton prices was reinforced by the country's ability
to substitute fairly readily (and apparently not at a major cost in
resource msallocation) domestic production for sonme grain and
energy inports. The diversified industrial base had grown
reasonably organically since 1945, wunlike the artificial inplants
into the Kyrgyz Republic and Tajikistan, so that although many
state enterprises experienced difficulties the industrial sector
had sonme flexibility in adapting to new conditions. In industry
and in public service Uzbekistan benefitted from high levels of
trained personnel, for its national incone |evel, and suffered nmuch
| ess than Kazakhstan or the Kyrgyz Republic from emgration of
trai ned peopl e after independence.®®

8 This section draws on the nore extensive description and

analysis in Ponfret and Anderson (1997).

¥ Emgration from Uzbekistan was about half that from
Kazakhstan, and relative to popul ation nmuch snmaller than that from
the Kyrgyz Republic (Table 7). Moreover, part of the emgration
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Some of these favourable conditions could, however, be
ascribed to good governnment too. The devel opnent of new grain and
energy production and even the continued supply of cotton exports
presupposes a certain anmount of economc stability, and involved
sone governnent initiative. The resilience of the industrial
sector could |ikew se be ascribed to an environment which invol ved
neither rapid inposition of a hard budget constraint nor sweeping
reforns which mght add to the disruption of supply chains already
happening as a result of the collapse of the USSR For one
i nmpor t ant enterpri se, Uzbeki stan Al rways, relatively good
managenent and government support were key factors in explaining
why Tashkent has devel oped as an international air transport hub -
in contrast to all other cities in the region. The limted
emgration could be due to less fear of economc decline or of
political subjugation in Uzbekistan, although the greater ethnic
honogeneity of Uzbekistan (relative to Kazakhstan or the Kyrgyz
Republic) is surely the dom nant factor here.

Policy is nore clearly responsible for sone aspects of
per f or mance. Price and exchange controls were the main elenments
behind the |ower peak in hyperinflation, although they had to be
reinforced by progress in reducing the budget deficit if the
hyperinflation was to be brought down eventually. Uzbeki stan' s
gradual i sm has hel ped to maintain the tax base (although so did the
strength of cotton earnings), and Uzbekistan has been the nost
successful of the CARs in controlling the governnent budget
deficit. Doing this while maintaining provision of education and
health services better than its neighbours is a major positive
achi evenment. The mahalla system appears to be an efficent nethod
of delivering social security, which has contributed to the
relatively good performance with respect to poverty alleviation.

from Uzbeki stan consisted of novenent of Turkic Central Asians
across the Turkneni stan border, which was | ess economcally harnfu

than the mass emgration of ethnic Slavs and Germans (groups wth
above average education | evels) from Kazakhst an.
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The doubts about Uzbekistan's policies concern their ability
to generate long-termgrowh. The IM- and the Wrld Bank have been
much less well-inclined towards Uzbekistan than towards Kazakhstan
or the Kyrgyz Republic (Table 9), because they see it as not
pursuing economc reforns actively enough or in the right way.
Uzbeki stan has not placed nonetary policy aimed at restraining
inflation high on its agenda, even though it has in fact done well
in reducing the budget deficit. Mre fundanmentally the Uzbekistan
government has been suspicious of the market nechanism and has
tight controls over both interest rates and exchange rates.
Foreign trade policy is superficially liberal, but, with pervasive
exchange controls, trade neasures are redundant and in practice
government officials weld discretionary control over the
conposi tion of inports.

Whet her World Bank and | MF support is necessarily a good thing
is not self-evident; while lack of such support limts access to
foreign capital, it has also engendered greater self-reliance anong
Uzbeki stani officials. Moreover, the absence of system c change
can be overstated. Uzbekistan has noved nore slowy than other CS
countries, including the Kyrgyz Republic, and has retained tighter
economc and social control than Kazakhstan, but it has not
followed a no-reform path, as Turkmenistan tried to do. There is
no doubt that Uzbekistan is noving towards a nore narket-oriented
system and that in areas like housing it noved fast and in other
areas (such as agriculture or provision of social services) it
noved i magi natively in what appear to be desirable directions. The
rel ati onship between policy and the market nodel being established
wi Il be discussed in the next section.

(b) Kazakhst an

Kazakhstan is the natural point of conparison wth Uzbeki stan,
given their simlarity in economc size (Uzbekistan has the |arger
popul ati on, Kazakhstan the |arger GDP), which underlies conpetition
for |leadership in the region. Kazakhstan has noved significantly
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faster than Uzbekistan in price and enterprise reform reflecting
the governnent's greater wllingness to relinquish control over
resource allocation. Presi dent Nazarbayev of Kazakhstan has al so
been viewed as nore liberal in political and social matters than
President Karimov of Uzbekistan, although in 1995 and 1996 the
Kazakhstan governnent appeared to be becomng increasingly
aut horitari an. As a result of these perceptions, Kazakhstan has
enjoyed greater external assistance than Uzbekistan (Table 9).

Kazakhst an's performance since independence has been strongly
influenced by its resource base. It is the only significant grain
exporter anmong the CARs (it was third in the USSR behind Russia and
Wkraine), and a disastrous harvest |ike that of 1995 has econony-
wi de inpact. The major hope for prosperity after independence |ay
in oil exports, and Chevron's nmulti-billion dollar contract to
develop the Tengiz oilfield is the largest DFlI project in the
former USSR Wiile the potential of Tengiz and other oil and gas
fields remains undoubted, difficulties with existing pipelines
t hrough Russia and Wkraine and in financing new pipeline routes to
the Indian Ccean or the Mediterranean have proven far nore severe
than expected; five years after independence no concrete progress
has been made in inproving physical outlets. Thus, Kazakhstan's
economc record since independence has fallen well short of
expect ati ons.

Has gover nnent policy alleviated or exacerbated this
performance shortfall? In broad outline, Kazakhstan's econom c
policy has followd Russia' s path; Popov's description of Russian
reforns as inconsistent shock therapy aplies to Kazakhstan, but
with less shock and nore inconsistency. Extensive price
l'iberalization should have inproved resource allocation, but there
is considerable dissatisfaction over the disposal of state assets
and the role of the governnent, which are both viewed as having
enriched an elite while inpoverishing the nmajority. Again as in
Russia, there is evidence of increased crine, and fears that
crimnal organi zati ons have become over powerful .
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From an econom c perspective, a key shortcomng of
Kazakhstan's reform path up to the md-1990s was the failure to
create an entrepreneurial financial sector. Banks acted as
conduits for state funds to well-connected enterprises, which had
often been privatized fromwthin so that the managers becane rich
at public expense. Whether this will be a long-term feature of
Kazakhstan's econony depends upon the inplenentation of the
financial reforns signalled in late 1995. A related shortcom ng
was the decline in governnent spending on healthcare, education and
ot her social services, which would have been nore beneficial than
using public funds to subsidze state or fornmerly state enterprises.

Presi dent Nazarbayev's room for nmanoeuvre is restricted by the
delicate ethnic bal ance. I nconsi stencies in economc polices are
often driven by short-term political inperatives, ained at
sati sfying Kazakh nationalists or retaining support of the I|arge
Russian minority.?® This may be nanifested as following Russia's
| ead, which places constraints on donmestic policy. Remai ning in
the ruble zone through 1992-3 restricted ability to pursue
i ndependent nonetary policy, and the current enthusiasm for a
custons union with Russia will constrain Kazakhstan's trade policy
i ndependence (since the custons union's external trade policy wll
be set by Russia). Econom cally wunjustifiable policies, such as
t he proposed relocation of the capital city have their roots in the
ethnic problem (in this case attenpting to avert secessionist
tendencies in the north by placing the capital further north).

Kazakhst an's econom c prospects, which were generally regarded
as the brightest of the CARs in 1992, now seem | ess rosy. Qutside

2 Policy towards China is affected by sinilar considerations.
After growing rapidly in 1992, froma |ow base, trade with China
shrank in the followng years, discouraged by the Kazakhstan
government. Foreign investnment from China has al so been Iimted by
concerns over excessive Chinese economc influence. It is
difficult to distinguish between whether these concerns are based
on anti-Chinese feeling or on a desire to remain in the Russian
rather than the Chi nese sphere. Mlet (1996) anal yzes Kazakhstan's
and the Kyrgyz Republic's relations with China since 1992.
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the IM and Wrld Bank, there is an increasing sense that
Uzbeki stan's gradualism nmay have been nore successful than
Kazakhstan's nore radical but inconsistent reform path, but the
jury is really still out. Kazakhstan has gone further in
establishing a functioning price system with appropriate relative
prices (ie. donestic prices are closer to world prices wth
Kazakhstan's nore liberal external economc policies), and the
false path in financial sector developrment is not irrevocable. In
practice much wll depend on the future of grain and especially
energy exports. If routes can be found for efficient pipeline
facilities to tidewater ports, then Kazakhstan's econom c prospects
will rapidly inprove and support for continued nmarketization wll
grow. |If the econony continues to stagnate, then it could enter a
vicious circle in a sem-reformed state characterized by w despread
graft and anti-conpetitive behaviour which inhibits growh and
becones sel f - sust ai ni ng.

(c) The Kyrgyz Republic

The Kyrgyz Republic is difficult to assess, because it had the
| east favourable initial condition in terns of resource endowrent
but has enjoyed the nbst external support. It is also
controversial because of its espousal of the rapid nacro-led
reforns advocated by the Wrld Bank and | M-

One indicator of the Kyrgyz Republic's poor underlying
prospects has been the Iimted response of foreign investors to the
opportunities presented in the nost reformst CAR Direct foreign
investnent (DFI) did rise, from$10 mllion in 1993 to $45 mllion
and $61 mllion in 1995 and there were 363 registered joint
ventures by the end of 1995. This record was, however, dom nated
by a single project, the Kuntor gold project, in which DFI was $30
mllion in 1994 and $45 mllion in 1995.

The Kyrgyz Republic has been the nost successful CAR in
controlling inflation. This has a policy basis in the early
decision to introduce a national <currency, and after 1994
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successfully maintaining the currency's value without resorting to
exchange controls or other non-nmarket nmethods. Yet the success is
fraudulent in one key respect; it was not achieved by controlling
the budget deficit and hence reducing the need for inflationary
finance. The Kyrgyz Republic was able to avoid the dil emma because
it received generous external support which hel ped the governnent
to finance spending far in excess of donestic revenue. The anti-
inflation policies were successful, not because of the policies'
direct inpact but because they induced foreign governnents and
institutions to lend sufficient to cover the budget deficit.

The Kyrgyz Republic has been |ess successful in maintaining
out put | evels. This may be an inevitable consequence of rapid
reformin a former Soviet econony, exacerbated by a poor resource
base. Certainly, in conparison to Uzbekistan, which started with
lower incone levels than the Kyrgyz Republic, the Kyrgyz Republic
has had a di sappointing performance in 1992-6. It could be argued
that the Kyrgyz Republic, with its nore fundamental reforns of
enterprises and the financial systen already in place, may have
performed | ess well than Uzbekistan in the short-run but has better
| ong-term prospects; only time will tell whether this is true.

(d) Turkneni stan
Tur kneni stan's econom ¢ performance is the easiest to assess.
The government's policy of non-reform trying to retain the pre-
existing structure while currying support by giveaways based on the
natural resource rents, had collapsed by 1995. There was sone
m sfortune insofar as the difficulties of obtaining paynment from
Wkraine and Georgia for natural gas exports, and inpossibility of
redirecting gas exports due to the inherited infrastructure, had
not been predicted by outsiders as well as by the national
government. Nevertheless, the total failure of the non-gas econony
since 1992 can be blaned on the lack of incentives in the
unref ormed econony. The econony retains the non-narket features of
the Soviet era without the benefits of central planners to allocate
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resources, so that it functions even worse than in the years prior
to the dismantl enent of central planning in 1987/8.

The extent of Turknenistan's economc failure is hard to
docunent as the international agencies have ceased to produce
out put estimates since 1993 (and any which do exist are little nore
t han guesses). Continuing hyperinflation in 1995 and 1996, when it
had receded in the other CARs, and the collapse of the currency on
t he black market are the nost evident signs of econom c disarray.
In the tightly nonitored country, reports of opposition to
government policies are censored, but news of riots against the
econom ¢ conditions began to filter out in 1996.

5. Differing Market Models

The various reform paths adopted by the independent governnents of
the CARs have inplications not just for econom c performance but
also for the nature of the reformed econony. Al the governnents
have abandoned central planning, at least as it operated in the
USSR ** but they have expressed different ideas of the type of
mar ket -ori ented econony which they wish to establish. Mor eover
there may be gaps between the policy ains and their effect, or
between the stated policies and their actual inplenentation.

This section will analyze the differing market nodels which
are emerging. The nost obvious difference is the degree of
government invol venent, but this can have many dinensions. Al the
CAR governments profess concern about providing social safety nets,
although all lack the resources to match their targets and the
approaches differ substantially. Policies towards resource
allocation and especially the direction of capital formation are
nore diverse in theory, wth Kazakhstan and the Kyrgyz Republic

?L Soviet-style planning was not a real option, because the

central planning nmechani sm had been dismantled in 1987/8 and the
i ndependent CARs |acked the trained staff to reinstate it even if
t hey w shed.
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showi ng greater adherence to market principles, but in practice al
of the CARs' governnents have shown reluctance to |eave resource
allocation to market forces, at |east beyond snall-scal e producers
and traders; this is nost clearly shown in the |limted energence of
entrepreneurial financial institutions. Mst officials still have
a suspicion of Ioosening their <control, a predilection for
admni strative solutions to serious economc problens, and a bias
towards heavy or hi-tech industries as the defining elenments of a
nodern econony.

(a) Uzbeki stan

Uzbeki st an has devel oped the nost sophi sticated nmanaged narket
nodel anong the CARs. After independence the governnment had a
suspi cion of the market nechanism especially as it affected |arge
industrial enterprises and the key commodity exports, cotton and
gold. CGovernnent policy has al so been characterized by caution.

The governnent noved quickly to privatize housing, which posed
no problem and noved nore slowy to privatize other snall-scale
productive enterprises and to change the incentive structure in
agricul ture, which m ght have nore uncertai n econom c consequences.

Despite the differing speeds, by 1996 all of these policies had
been i npl enent ed. The prices facing agents in these reforned
sectors had also been liberalized, although indirectly of course
potential housebuyers, farnmers and other small-scal e producers were
affected by the regul ated interest and exchange rates.

The cotton sector is nore conplex. There is a tradition of
ext ensi ve governnent involvenent, which has its basis in the need
to manage the irrigation facilities upon which cotton cultivation
depends.* Cotton exports were marketed through inter-governnent al
contracts in the Soviet era; this has been changing since
i ndependence, but there is a continuing belief that Uzbeki stan has
mar ket power in world cotton markets and that the governnent shoul d

2 The water managenent ninistry was the |argest governnent

mnistry in the Uzbek Soviet Republic.
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prevent ruinous conpetition in selling the nation's cotton. Cotton
al so provides an inportant source of governnent revenue, which is
nost easily levied by manipulating prices paid to producers through
state orders. Both economc theory and enpirical evidence suggest
that the market power and fiscal notivations for governnent
intervention are unlikely to be valid; propping up Uzbek cotton

export prices will lead to loss of market share as there are many
alternative cotton-growing locations in the world, and taxing
producers directly or indirectly wll reduce the incentive to
farmers and will encourage illicit marketing. Neverthel ess, wth

respect to both cotton and gold, the governnent sees these as
nati onal resources which require governnent nmanagenent.

A simlar attitude pervades government policy towards the
industrial sector, although in a nore selective form The
government has |oosened its control over small-scale production
units and has allowed direct foreign investnent in sone sectors.
Tight control over capital allocation and inports, however,
reflects a concern to ensure that desirable industrial enterprises
are sheltered from foreign conpetition. The danger in such an
approach is that it wll ossify an inappropriate economc
structure. The | esson from devel opi ng countries' policies over the
last half century is that inport-substituting industrialization
mght stinmulate growh in the short-run, but is a dead-end wth
respect to sustained growh. Thus, Uzbekistan's current industrial
policy is likely to require nodification if the governnent is to
set the econony on a feasible |ong-run growth path.

Covernnment intervention is nore firmy based in areas of
social policy. The government's commtnent to |limt the reduction
in its spending on health and education represents the nost
prom si ng approach in any CAR to retaining the major benefits from
the Soviet era in these areas. The mahalla schene is an
interesting experinment in dealing with the universal problem of
transition economes: how to establish an effective social safety
net with dimnishing resources? By decentralizing decision-naking
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into comunity-based organs the Uzbeki stan governnment is attenpting
to reduce costs and ensure effective targetting by taking a |eaf
out of the EUs book on subsidiarity. The extent to which the
mahal | as resurrect traditional institutions is debatable, but the
Uzbeki stan governnent is making a constructive appeal to tradition,
in contrast to many enpty such appeals in other CARs.

(b) Kazakhst an

The Kazakhstan governnment has been nore wlling than the
Uzbeki stan governnent to cede economc control at both the mcro
and macro level. The extent to which this represents a comm t nent
to a conpetitive nmarket nodel has, however, becone increasingly a
matter of debate. Alienation of state assets has largely been to
the benefit of insiders, and anti-conpetitive mnmarket structures
have often renmained in place after the change of ownership.
Reduced governnent intervention has exacerbated the increased
incone and wealth inequality by cutting off social security in the
short-run and by reducing the capability of di sadvantaged people to
acquire the human capital which will enable themto inprove their
econom c situation.

As with all of the CARs, however, this nust be an interim

report on the enmerging market nodel, because elenents of the
current situation are unstable. Large increases in oil revenues
will have an unpredictable inpact on the political and economc
structure. More immediately, the evolution of financial reform

will have a critical inpact on the ability of producers to conpete
on a level-playing field; if capital markets start to operate
inmpartially with entrepeneurial financial institutions attracting
and allocating funds on the basis of price (ie. interest rates),
this will erode the benefits of government and other contacts,
i ncrease economc efficiency, and reduce the prospect of ending up
with crony capitalism

(c) The Kyrgyz Republic
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The Kyrgyz Republic has been the CAR which has nost closely
followed the Wrld Bank and IM- Dblueprints for transition.
Priority was given to price reform supported by inflation control
and integration into world markets. The Kyrgyz Republic had by
1997 the purest market nodel anong the CARs. The sustainability of
this market nodel depends upon two factors. Price stabilization
has been achieved by large injections of foreign financial
assi stance rather than by internal fiscal control, which raises the
spectres of welfare dependence and of |oss of sovereignty if advice
from Washi ngton DC has to be followed in order to sustain the flows
of assi stance. The Kyrgyz Republic is the nost isolated and
resource-poor of the four CARs coverd in this study. Even with
good policies the economc future is unpromsing, and this could
| ead to a backl ash agai nst the market nodel

(d) Turkneni stan

Tur kneni stan adopted a populist nodel based on absolute
political power for a leader who would satisfy his people's
econom c needs. The nodel was based on abundant resource rents,
and inplenentation broke down when these rents proved to be
[imted. The non-narket nodel of 1992-5 was unsustai nable, but at
the time of witing it is unclear what wll replace it. In sonme
respects Turkmenistan's reformpath is starting to resenble that of
Uzbeki stan, but there appear to be critical differences in
comm t nent .

6. Concl usi ons

The Central Asian economes offer a natural experinment in the
adoption of differing reformpaths. Unfortunately, the concl usions
are obscured by significant differences in initial conditions and
in external environnent, and even nore by the drawn out nature of
the transition from central planning. None of the CARs had even
cont enpl at ed i ndependent econom c reform before md-1991, and even
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the relatively rapid reforners had not conpleted their reform
prograns by 1997. Thus, any assessnent of reform paths and the
ensui ng market nodels nust be an interimassessnent.

Tur kmeni stan yields the strongest conclusions. It was one of
a handful of transition economes in which autocratic governments
adopted non-reform strategi es. These strategies have all failed,
but Turknenistan is a good test of the unsustainabiltity of the
strategy, because at independence Turkmneni stan was consi dered to be
very favourably placed in terns of resource endowrent and since
i ndependence it has not suffered frominvasion or civil war. The
extremely poor economc performance since independence can be
related directly to the chosen reform path.

At the other end of the reform spectrum the Kyrgyz Republic
has been | auded for its purposive noves to a nmarket econony despite

poor econom c prospects. Al though it has benefitted from nore
substantial foreign assistance than any other CAR the Kyrgyz
Republic's econom c performance has been poor. O course, this

could be due to its unfavourabl e resource endowrent, but so far the
Kyrgyz Republic's record does not |end support to the rapid reform
strategy led by price and trade liberalization and macroeconom c
stabilization, which the Wrld Bank and other internationa
econom c institutions have espoused.

The nost interesting conparative reform paths are those of
Uzbeki stan and Kazakhstan. Uzbeki stan has adopted a gradual reform
strategy with a heavy governnent hand restraining the pace of
change and hel ping to provide social security. Kazakhstan has had
a nore freewheeling approach to economc policy, but has not yet
created a well-functioning market econony and is in danger of
crating a market nodel in which cronyismor crimnal organizations
play a nore significant role than the price nechani sm

How the situation develops over the next decade wll be
i nfl uenced by the econom c dynam cs already set in notion, but also
by the individual rulers. Al of the CARs are to a greater or
| esser extent autocracies, wth the presidents setting their
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personal stanp on policymaki ng. Reservations about Turknenistan's
future are partly based on assunptions that President Nyazov has
l[ittle commtnment to genuine reform while optimsm about
Kazakhstan's future is often based on positive perceptions of
Presi dent Nazarbayev's econom c policy goals. M staken perceptions
or any changes in political |eadership would upset predictions of

future devel opnents.
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Table 2: Central Asian Republics: Basic Econom c Data

Popul ati on Area G\P Life
(mllions) (thousand per capita expectancy
m d- 1992 sqg. kns.) 1991 (US$) (years)
Kazakhst an 17.1 2,717 2,470 69
Kyrgyzst an 4.6 199 1, 550 66
Taj i ki st an 5.6 143 1, 050 69
Tur kneni st an 3.9 488 1, 700 66
Uzbeki st an 21. 4 447 1, 350 69

Sour ces: ESCAP Popul ation Data Sheet, August 1992; Wrld Bank Wrl d
Devel opnment Report 1993, p.238-09.
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Tabl e 3: Conparison of Trade Fl ows, CARs and Canadi an Provi nces

Total trade as % of GDP

((X+M/2) 1 CDP
trade
CARs (1988)
Kazakhst an 33.9
Kyr gyzst an 45. 2
Tur kneni st an 39.3
Uzbeki st an 39.5

Canadi an Provi nces (1984)

Al berta

British Col unbi a
Mani t oba

New Br unswi ck

Newf ound! and

Nova Scoti a

Otario

Prince Edward | sl and 50.5
Quebec

Saskat chewan

N
=N oo
AN COOTWOR

| ntra-regi ona
share of

as

86. 3
86.9

85.8

75.5

89.

N O OCORFrRLJUIOoOWW

trade
t ot al

Source: | M= Common |Issues and Interrepublic Relations in the Forner

USSR, Washi ngton DC, Apri

1992, p. 37.
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Table 4: Major Agricultural Products

(a) 1990-2 average production (in thousand netric tons)

Kaz. Kyrg. Turk. Uzb.
Cereal s 23,218 1,432 5711, 985
Seed cotton 288 661, 3934, 568
Fruits 270 141 2221,120
Veget abl es 1, 220 424 3863, 650
Meat 1,510 210 100 510
(sl aught ered wei ght)
MIk & mlk products 5,265 961 4713,675
Wol (netric tons) 169, 230 59, 867 26, 300 41, 133

Source: Ponfret (1995, 34)

(b) Area sown with cotton, 1950-88 (thousand hect ares)

1950 1960 1970 1980 1988
Uzbeki st an 1098 1387 1709 1878 2017
Tur kneni st an 153 222 397 508 636
Kazakhst an 97 106 118 127 128

Kyrgyz Republic 65 71 75 76 32



Sour ce:

Lewi s (1992, 144)

48



Tabl e 5:

(a) Ol

Kazakhst an
Kyr gyzst an
Tur kneni st an

Uzbeki st an

(b) Natural Gas

Kazakhst an
Kyr gyzst an
Tur kneni st an

Uzbeki st an

Not e: a - oi

natural gas reserves,

Sour ce: Petrom n,

al

2140
25

115

1830

6

1820

reserves,

and Nat ur al

Reser ves?

210

2720

Gas in Centra

Asia, 1991.

Product i on Consunpti on
(in thousand b/d o.e.)

530

55

130

695

110

1395

proved and probable,

430
55

205

225

35

565

proved, in billion cubic netres.

Sept enber 1993, p. 40.

200

135

49

in mllion tons;



Table 6: GDP growh and inflation in the Centra

(a) GDP growth rate (percent)

Country | 1971 | 1981 | 1990 | 1991 | 1992 1993 1994 1995
-80 |-9
ave. |ave
Kazakst 4.4 |2.0 |-4.6 |-6.8 |-13.0 |-15.6 |-25.0 |-9.0
an
Kyrgyz | 4.4 4.0 6.9 -9.1 |-15.8 |-16.3 |-26.5 |-6.0
Rep
Tajikis | 4.9 3.3 -2.41-8.71-30.0 |-27.6 |-15.0 |-12.0
tan
Turkmen | 4.0 4.0 0.8 -5.0 |-5.4 na na -5.0
i stan
Uzbekis | 6.2 3.4 |2.0 |-0.5|-11.1 |-2.4 -4.5 -2.0
tan
(b) Average annual inflation rates (percent)
Country 1990 1991 1992 1993 1994 1995
Kazakst an 4.2 91.0| 1610.0| 1760.0 | 1980.0 180.0
Kyrgyz Rep 3.0 85.0 854.6 | 1208.7 280.0 45.0
Taj i Ki stan 4.0 111.6 | 1157.0 | 2195.0 452.0 635. 0
Tur kreni st an 4.6 102. 5 492.9 | 3102.0| 2400.0 | 1800.0
Uzbeki st an 3.1 82.2 645. 0 534.0 746.0 315.0

Source: Wrld Bank Worl d Devel opnent Report 1996, 173-4.
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Asi an republics



Tabl e 8: Allocation of General

(as

Gover nent Spendi ng
percent of GDP)

51

USSR Kazakst an Uzbeki st an

(1989) (1994) (1994)
Education & health 7.4 4.7 16.5
Soci al protection 7.4 5.7 7.4
Support for the econony 14. 1 11. 4 12.2
Capital & restructuring 7.2 0.2 3.9
Law enf or cenent 0.9 1.3
Def ence 8.0 0.8
Adm ni stration 0.3 0.7 1.0
| nt er est 0.7 0.3
Q her 3.5 4.2 7.0
TOTAL 49.5 29.3 48. 0

Source: Cheasty and Davis (1996).



Table 9: Lending Operations of the Wrld Bank in Central

(commitnents in millions of US dollars by fiscal ye

1993 1994
Kazakhst an 274
Kyrgyz Republic 60 78
Taj i ki st an
Tur kreni st an
Uzbeki st an 21

Note: the per capita anount
di vi ded by the 1995 popul ati on

Source: Wrld Bank, reported in Transition

1995 1996
283 260 817
77 98
5 5
25
226

in the final colum
estinmate in Table 7.
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Asi a
ar)
Tot al per
cap.
49
313 70
1
25 6
247 11
is the total

8, February 1997, 3.



