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Preface

Between September 1991 and March 1992 all the states of the former U.S.S.R. applied for
membership in the International Monetary Fund. During this period, staff members of the IMF
visited each of these countries 1o hold discussions with the various national authorities, review the
domesuc procedural and legal steps required for membership, collect economic data to process
these applications, and provide policy advice. Following these visits, pre-membership reports were
prepared on the countries’ economies. Two companion reports were also prepared, the first review-
Ing the economy of the former U.S.S.R. in 1991 and the second providing an overview of common
policy issues and major interrepublican economic relaucnships. The reports were prepared in the
European I1 Department of the IMF, under the direction of John Odling-Smee. They also draw on
the expertise of other IMF departments, as well as the staff of the World Bank.

Because of the importance of and widespread interest in the subject matter. these economic
reviews are being published at this time. even though they are of an interim nature and it is still 100
early 10 present a comprehensive assessment of most of the economies. The reports are based on
Information available in early 1992, Although the studies were prepared for the Executive Board of
the IMF, the descriptions of developments and policies they contain are those of the IMF staff and

should not be attributed to Executive Directors or 10 the authorities of any of the individual
countries.



I. Background!

Kazakhstan formally apphied for membership in the International Monetary Fund in Jan-

uary 1992. The application coincided with the visit of an IMF staff team 1o Alma-Ata 10 review

cconomic and financial developments, discuss the authorities’ macroeconomic policies for 1992, and
undertake the preparatory work for IMF membership.

Geography, Population, Natural Resources,
and Economic Structure

Kazakhstan, whose land area roughly equals that of Western Europe, streiches from the Cas-
pian Sea 1o China. It is a major republic of the former Soviet Union and ranks second only Lo the
Russian Federation in size (with 2.7 million square kilometers or 12 percent of total U.S.S.R.
territory), third in output (accounting for 4 percent of net material product (NMP) of the U.S.S.R. in
198%), and fourth in population (with almost 17 million people, or about 6 percent of the former
U.S.5.R.’s total in 1989). The population includes roughly 40 percent ethnic Kazakhs, living mostly
in the south; 40 percent Slavs (mainly ethnic Russians), living mostly in the north: and about 100
other ethnic and national groups. (See the basic social and demographic indicators included in
Table 7.)

With about one fifth of the combined arable land of the former Soviet Union, Kazakhstan is a
significant producer, and exporter, of agricultural products, which represented around 37 percent of
NMP 1n 1691; the most important agricultural products include grain, wool, and meat. Kazakhstan
also possesses substantial mineral resources and has developed large-scale mining and processing
acuvites. As of 1990, the country’s proven mineral reserves represented over 90 percent of total
LU.S5.5.R. reserves of chrome and close to SO percent of the U.S.S.R. reserves of lead, wolfram,
copper. and zing; 1t accounted for 19 percent of U.S.S.R. coal production and 7 percent of oil
production. Furthermore, there is substantial mining of nonferrous metals (copper, zinc, lead, and
gold) and iron ore.

In addiuon. the country has a well-developed industrial base geared mainly toward metallurgy,
heavy machinery and machine tools, petrochemicals, agro-processing, and textiles. The extent of
specializauon is such that about one half of the finished goods consumed in the country are im-
ported, while almost three fourths of total exports (including interrepublican trade) are intermedi-
ale goods and raw malterials. The main means of freight transportation is the rallway network (with
some 14 thousand kilometers of track), while passenger traffic is conducted primarily by road and
air ransport. Kazakhstan has an adequate infrastructure and well-developed cultural and public
health faciliues, as well as several major institutions of secondary and higher education. Two 1MpoOr-
tant facilities located in Kazakhstan, both of which have considerable economic-and political signifi-
cance, are the Baikonur space center—which was the primary location for the Soviet Union's space
program-—and the Semiplauinsk nuclear-weapons testing facility.

Not surprisingly, the public sector dominates all economic activity. Out of an estimated stock of
fixed assets worth over 200 billion rubles (rub) in 1991, about 90 percent was state owned, while the
rest was equally divided between cooperatives and the private sector. State enterprises accounted
for abou! 80 percent of output. A privatization program was started in 1991, however, and some
progress has been achieved so far in the sale of enterprises in the services sector.






