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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 to hold discussions with the various national authorities, review the
domestic procedural and legal steps required for membership, collect economic data 1o 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 relauonships. The reports were prepared in the
European Il 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 imporiance 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 too
early to 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 10 Executive Directors or to the authorities of any of the individual
countries.



I. Background

during February 2-14, 1992 1o discuss issues of economic
and financial reform, as wel) as formal aspects of Tajikistan’s IMF membership. The mission had
been preceded by a brief IMF staff visit as part of a mission 1o all the eastern republics of the former

U.S.S.R. in December 199]. Tajikistan declared its independence from the U.S.S.R. on Septem-
ber 9, 1991, and on December 21, 1991, it joined other states in the Commonwealth of Independent
States (CIS). Tajikistan formally applied for membership in the IMF on February 28, 1992, and has
also applied for membership in the World Bank Group.

Tajikistan is situated in Central Asia, bordered on the south by Afghanistan, on the east by
China, and on the west and north by Uzbekistan and Kyrghyzstan. The country’s territory, which
compnises 143,100 square kilomelters, is largely mountainous, and only 7 percent of the land is
arable. Tajikistan’s population in 1990 was 5.3 million. Its annual rate of population growth, at about
3 percent, is the highest among the former U.S.S.R. republics and one of the highest in the world.

Almost 70 percent of the population live in rural areas. Tajiks make up 58 percent of the population,
Uzbeks 23 percent, and Russians and Ukrainians 11 percent.



II. Structure of the Economyl

Structure of Production

With a per calpila output of 906 rubles (rub) in 1989—only about 55 percent of the average
among the republics of the former Soviet Union—Tajikistan is the poorest of these states. The

country’s economy is highly dependent on agriculture and on basic food and raw material process-
Ing industries. Agriculture accounted for 38 percent of net material product (NMP) in 1990
(Table 1). Tajikistan is a major producer of long-staple cotton, accounting for 11 percent of the total
output of the former U.S.S.R. Other important agricultural activities include dairy and wheat
production, and horticulture. Agricultural production relies heavily on irrigation, which covers
about three fourths of Tajikistan’s arable land. However, yields remain low; for example, production
of raw cotton per hectare in 1991 was about one half the level recorded in the United States.

The 1industrial sector is dominated by a relatively small number of large state enterprises. In
1990, there were 373 state enterprises in the industrial sector, together accounting for about 98 per-
cent of fixed assets. Apart from hydroelectric power generation and an aluminum plant, the indus-
trial sector consists mainly of labor-intensive industries. processing indigenous and imported raw
materials. Hydroelectric power generation supplies about three fourths of the country’s electricity
consumption requirements. The aluminum plant at Regar, near Dushanbe, has a capacity of 500,000
lons a year using imported alumina and accounts for approximately 15 percent of total aluminum
capacity of the former Soviet Union. The food industry concentrates on processing local agricultural
products, such as fruit, grapes, various natural oils, and tobacco. Other light industry includes
cotton-cleaning mulls, silk factories, textile mills, knitted goods, foolwear, sewing, tanning, and
carpet making. There is also some production of intermediate and heavier industrial products, such
as engineering and metal working, power transformers and cables, and agricultural equipment. The
capital intensity of industry is generally low, with fixed assets per worker at the end of 1989 less than
40 percent of the former U.S.S.R. average. The service sector in Tajikistan 1s relatively small, even
by the standards of the former U.S.S.R., as might be expected in view of the country’s position as
the poorest of the former Soviet republics.

In 1991, 2.6 million people were of working age and 1.95 million were part of the labor force,
implying a participation rate of 75.7 percent (Table 2). About 78 percent of the total labor force
were employed by industrial state enterprises and collective farms in 1990, down from 84 percent in
1985. The remaining 22 percent were either employed by cooperatives or engaged in private farm-
ing. The share of private farming in the total labor force in Tajikistan is among the highest of the
former Soviet republics. The sectoral distribution of the labor force has remained stable in recent

years, with agriculture occupying by far the largest segment, 43 percent, followed by industry,
employing 13 percent.

Balance of Payments Structure

As a result of the pronounced regional specialization implied by economic planning,‘thcrc.is a
high degree of interdependence between Tajikistan and the other states of the former Soviet Union.

Beiween 80 percent and 90 percent of Tajikistan’s exports and imports are accounted for by inter-



republic trade (Table 3). About 60 percent of Tajikistan's exports consist of aluminum, raw cotton,
and textile products. Other Exports consist mainly of fruit and vegelables, silk, marble, and some
consumer durables, Imports provide a large part of the country’s energy needs, virtually all man-
ufactured consumer goods, and, increasingly, food items, especially grain.

Dgring the period 1985-90, Tajikistan experienced an estimated overall current account deficit
averaging about 18 percent of NMP. The magnitude and persisience of these deficits partly reflects
policies of the former U.S.S.R. toward the development of resources in Tajikistan, which involved

considerable imports of capital goods that were { iInanced mainly by transfers from the former Soviel
Union.

Present Economic Policymaking Framework

The Government of Tajikistan is only slowly developing the institutional framework necessary
to formulate and implement the economic policies needed to advance the reform toward a market
economy. In some instances, reform proposals originating with the Council of Ministers, as the
highest executive body, are still awaiting endorsement by specially appointed parliamentary com-
missions. Other proposals have been endorsed but lack legislative authorization. On some occa-
sions, important reform measures have been implemented but later reversed. In addition, reform
has been held up by administrative constraints. including lack of suitable personnel for newly
created agencies and for key positions in policymaking bodies.

Moreover, the merger of some existing agencies and their reorientation toward new tasks has
not yet led to a system in which responsibilities for policymaking and implementation have been
clearly specified. Tajikistan’s reform program is set out in the state’s “Program of Economic Stabili-
zation and Transition to a Market Economy,” which was prepared by a commission of the Council
of Ministers in December 1990. The document was adopted by the Supreme Soviet in 1991, but
many of the measures proposed still require enabling legislation.






