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AGRICULTURE IN CENTRAL ASIA:
CURRENT STATE AND DEVELOPMENT PERSPECTIVES

This paper aims to analyze the current state and development perspectives of the agricultural sector
of the Central Asian countries. It shows that the sector, despite the decreasing trends in many indicators,
plays an important role in terms of production, employment, and trade. The paper also considers trade
indicators of the region with a focus on the pandemic period. It finds that the countries of Central Asia
depend on agricultural imports. However, the Central Asian countries play an important role in the glob-
al agricultural market in terms of wheat and cotton production. The paper identifies major disadvantages
and challenges for regional agriculture, including rising food prices, climate change, quality of institu-
tions, and productivity. It provides recommendations for the regional policymakers, including escaping
trade wars, export bans and other restrictions, and liberalization of trade in agricultural products. In terms
of improving the competitiveness of the regional agriculture, the policymakers should focus on climate
change adaptation strategies, stimulate capital investment, and improve institutional quality. These poli-
cies will require both individual and regional efforts of the governments, businesses, and universities of
Central Asia. The findings and recommendations of the paper can be beneficial for policymakers and
scholars of Central Asia.

Key words: Central Asia, agriculture, trade, Kazakhstan.
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Eypasus FbiAbIMM-3epTTEY MHCTUTYThI, KasakcTaH, AAMaThl K.
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OpTanblk, A3MSIAaFbl aybiA LLIAPYALLBIAbIFbI:
Kasipri XxaFAaibl )KoHe AamMy nepcrneKkTMBaAapbl

MakaaaHblH, Makcatbl — OpTaablK, A3Msi eAAEPiHiH, arpapAblK, CEKTOPbIHbIH, aFbIMAAFbl >KaFAaibl
MEH AaMy MepcrekTMBaAapblH TaAAdy. Makanapa KenTereH KepceTKilUTepAiH TOMEHAEY YpAiciHe
KapamMacTaH, CEeKTOP 6HAIPIC, XYMbICMEH KAMTy >X8He cayAa TYPFbICbIHAH MaHbI3Abl POA aTKapaTbiH-
AbIFbl KOPCETIAreH. 3epTTeyAe naHAemusi KeseHiHe 6aca Hasap ayAapa OTbIPbIf, aliMaKTblH CayAa
KepceTkilTepi KapacTblpbiAFaH. OpTaAblk, A31s eAAEpi aybIA LAPYaLLbIAbIFbI OHIMAEPIHIH MMMOPTbIHA
TOyeAAl ekeHi aHbiKTaaAbl. Ararnaa, OpTabik, A3us eAAepi BMAa MeH MakTa OHAIPICI TypFbiCbiHaH
SAEMAIK aybIALIAPYALLbIAbIK, HAPbIFLIHAQ MaHbI3AbI POA aTKapaabl. XKYMbICTA a3blK-TYAiK GaracbIHbIH
6CYiH, KAMMaTTbIH ©3repyiH, MHCTUTYTTApPAbIH carnacbl MeH 6HIMAIAITNIH KOCa aAFaHAQ, OHIPAIK ayblA
LIapyallbIAbIFbl YILIH HEri3ri KeMLIAIKTEp MeH CblH-KaTepAep anKblHAAAFaH. Makarapa aiMakTbK,
casicaTkepAepre apHaAfaH YCbIHBICTAp KEATIpIAreH, OHbIH ilWiHAE CayAa COFbICTApbIHbIH, 3KCMOPTKA
ThIMbIM CAaAYAQPABIH XoHe 6acka Aa WEKTEYAEPAiH, COHAAM-AK, aybIALIAPYaLLbIAbIK, CAyYAACbIH blPbIK-
TaHABIPY. OHIPAIK ayblA LWApyallbIAbIFbIHbIH 0acekere KabiAeTTIAIrH apTTbipy TYPFbICbIHAH casicaT-
KEPAEp KAMMATTbIH, e3repyiHe OeiliMAeAy CTpaTeruschbiHa Has3ap ayAapybl, WMHBECTULMSIAQPAbI
bIHTAaAQHABIPYbl >K8HEe WMHCTUTYTTapAbIH canacblH >KakcapTybl kepek. byAa cascat OpTtaablk, A3us
YKIMETTepiHiH, 6M3HeCi MeH YHMBEPCUTETTEPIHIH KeKe Ae, OHIPAIK Te KyW-XKirepiH TaAan eTeAi.
MakaaaHbIH TY>KbIPbIMAAPbI MeH YCbIHbICTapbl OpTaAblk, A3USHbIH, casicaTKepAepi MeH FaAbIMAApbI
YLWiH nanAaAbl 6OAYbI MYMKIH.

Ty#in ce3aep: OpTanbik, A3us, ayblA LWAPYaLLbIAbIFbI, cayaa, KasakcTaH.
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CeAbcKoe x0351CcTBO B LleHTpaAbHOM A3uu:
TeKyllee NOAOXKEeHUE U NMepCrneKTUBbI Pa3BUTHS

LleAblo AQHHOW CTaTbM SBASIETCS @aHAAM3 TEKYLLLEro COCTOSIHUS M MePCreKTUB Pa3BUTUS arpapHOro
cekTopa ctpaH LleHTpanbHoM A3mu. CTaTbs MOKa3blBaeT, UTO CEKTOP, HECMOTPS Ha TEHAEHUMIO K
CHVM>KEHUIO MHOTMX MOKa3aTeAel, UrpaeT BadKHYIO POAb C TOUKM 3PEHUS MPOM3BOACTBA, 3aHSTOCTU
M TOproBAW. B cTaTbe Takke paccMaTpMBAIOTCS TOProBble MOKa3aTeAM permMoHa C aKLEeHTOM
Ha nepuoaA MNaHAemMMU. YCTAHOBAEHO, UTO CTpaHbl LleHTpaAbHOM A3um 3aBUCST OT MMMopTa
CEAbCKOXO03SIMCTBEHHOM MpoAyKUumMU. OAHAKO CTpaHbl LIeHTpaAbHOM A3MM UrpaloT BaXkHYKO POAb Ha
MMPOBOM CEAbCKOXO03SMCTBEHHOM PbIHKE C TOUKM 3PEHMS MPOM3BOACTBA MLLIEHMLbI U XAOTKA. B paboTe
ornpeAeAeHbl OCHOBHblE HEAOCTATKM M BbI3OBbl AAS PEFMOHAAbHOIO CEAbCKOrO XO3SIMCTBA, BKAlOYast
POCT LieH Ha MPOAYKTbI MUTaHUS, UBMEHEHNE KAMMATA, KAaYeCTBO MHCTUTYTOB M NMPOM3BOAUTEAbHOCTD.
B cTaTbe coaepxkaTcs peKkOMeHAAUMM AAS PErMOHAAbHbIX MOAUTMKOB, BKAIOYAsl HEXKEAATEAbHOCTb
TOProBbIX BOWH, 3aMpeToB Ha 3KCMOPT M APYrMX OrPAHUYEHMI, a TakxKe AMOepaAnsalmy TOProBAM
CEAbCKOXO03SMCTBEHHOM npoayKumein. C TOUKU 3peHust NOBbILEHUS KOHKYPEHTOCNOCOOHOCTM pervo-
HAAbHOTO CEAbCKOrO XO3SIMCTBa, MOAMTMKAM CAEAYET COCPEeAOTOUMTb BHMMaHME Ha CTpaTerusix
aAanTaluMu K U3MEHEHMIO KAMMAaTa, CTUMYAMPOBATb MHBECTULMM M YAYYLIMTb KaueCTBO MHCTUTYTOB.
3Ta NoAMTMKA NOTPEBYET Kak MHAMBUAYAAbHbIX, Tak U PErMOHAAbHbIX YCUAMIA MPABUTEALCTB, G13Heca
n yHuepcuTeToB LleHTpaabHOM A3uun. BbiBOAbI M PEKOMEHAALMM CTaTbW MOTYT ObiTh MOAE3HbI AAS

MOAMTUKOB U YUeHbIX LleHTpaAbHOM A3unu.

KaroueBble caoBa: LleHTpaAbHaﬂ A3VISI, CeAbCKoe XO3SII7ICTBO, TOProBA4, Ka3zaxcTtaH.

Introduction

Agriculture plays an important role in the global
economy. Its functions are broad and include the
provision of food security, triggering of economic
and industrial growth, poverty reduction, narrowing
of income disparities, delivery of environmental
services, and structural transformations (Byerlee et
al., 2009). In the period of economic and political
shocks, food security remains a major goal of
any government. The recent pandemic shows the
importance of trade in agricultural products for
global food security, which increases the role and
responsibility of food-exporting countries.

Agriculture in Central Asia plays a crucial role
in regional development. The region historically
specializes in agricultural production and has high
shares of the rural population. During the Soviet
Union, the agricultural south, where Central Asia
belonged, provided the center with the bulk of
agricultural raw materials. Uzbekistan is still one of
the world leaders in terms of cotton production while
Kazakhstan is one of the largest wheat producers.
Central Asia is a resource-abundant region, which
significantly affects its production and trade
specialization. The countries of the region specialize
in exports of oil, natural gas, and metals. The end
of the energy super-cycle in 2014 and a substantial
drop in oil prices showed the vulnerability of

60

such kind of a development model. The regional
governments make the case for industrialization and
support of the agricultural sector by implementing
various programs for producers and exporters.
Therefore, the paper aims to analyze the current state
and development perspectives of the agricultural
sector of the Central Asian countries. By doing so,
it identifies a list of challenges, which should be
addressed by regional governments.

Literature review

The post-Soviet transition of Central Asian
agriculture was difficult. Before the transition, the
agricultural sector of many planned economies had
similar characteristics. In particular, they had large
inefficient farms with high costs of production, high
levels of food consumption, subsidized food prices,
macroeconomic imbalance, including budget deficit
and foreign debt, and pervasive monopoly in food
processing and distribution (Brooks et al., 1991).
According to Lerman et al. (2003), the Soviet Union
was spending 10% of its national income (20%
of the government budget) on food subsidies. For
Baltic Republics and Russia, the producer subsidy
equivalent in the late 1980s was between 70% and
80%. However, in 1992 this indicator for those
countries became negative and increased in 1998
(10%-19%). The average share of unprofitable
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farms in Kazakhstan increased from less than 5%
in 1990-93 to more than 60% in 1998. Moreover,
Kazakhstan reduced input use by more than 40%.
The Organization of Economic Cooperation and
Development (OECD, 2013) distinguishes three
phases of agricultural development in Kazakhstan.
The first one (1992-1997) is characterized by
neglected agricultural policy, during the second one
(1998-2002) the government started a stabilization
policy. The third phase started in 2003 is associated
with the oil boom and the increasing support
from the state level. Favorable resource prices
led to the rise of services and affected output and
employment in agriculture. Indeed, there is plenty
of evidence, showing that the booming sector can
lead to de-industrialization, which is widely known
as Dutch disease (Corden, 1984). Dutch disease is
associated with production and export boom, capital
inflows and as a result, exchange rate appreciation,
which hits non-booming sectors, in particular,
manufacturing and agriculture. Apergis et al. (2014),
based on the analysis of the Middle East and North
African countries, found that a boom in oil rents
is associated with a contraction of the agriculture
sector, which serves as evidence of a Dutch disease
effect. Moreover, the authors also found that
agriculture adjusts slowly back to equilibrium after
a boom in oil rents. This means that the restoration
of agriculture will require more resources in terms
of physical and human capital and technology.
Mogilevskii and Akramov (2014) show that
imports of agricultural and food products increased
its importance for all economies of Central Asia.
According to the findings of the authors, trade
policies with regards to agricultural products vary
greatly in the region from liberal to protectionist,
but no correlation was observed between the type
of trade regime and performance of agricultural
production and trade. Pomfret (2016) shows that in
the Soviet era emphasis on achieving output growth
by increasing inputs was reflected in the focus on
labor, capital, water, and fertilizers in Central Asian
agriculture and in the poor record on productivity.
The author recommends overcoming these problems
by transferring technical knowledge and technology.
A list of his recommendations includes shifting
from controlling agriculture to an environment that
facilitates farmers’ access to knowledge, funding
agricultural research, and provision of information
to farmers. Lerman and Sedik (2018) show that
one of the features of the agricultural transition
in Central Asia is the dramatic shift, since 1992,
from the predominance of large corporate farms
to small farms. The authors add that small family

farms outperform large enterprises. According to
Khitakhunov (2020), members of the Eurasian
Economic Union consider their agricultural sectors
as the source of economic diversification. However,
due to different factors, including difficult transition,
reduction of state support, development of other
sectors, the role of the agricultural sector decreased
substantially. Many countries even did not achieve
their pre-independence level of production. The
EAEU countries pursue different strategies. All of
them prefer supporting large agricultural enterprises,
ignoring smallholders.

Methodology

Key agricultural indicators in Central Asia

Central Asia’s agriculture follows global trends.
It also has a decreasing share in the economies of
the region. According to the World Bank (2021a)
data, in 1992, Kyrgyzstan had the highest (37.3%)
and Turkmenistan had the lowest (10.9%) shares of
agriculture in gross domestic products (GDP). The
sector’s shares inthe GDPs of Kazakhstan, Tajikistan,
and Uzbekistan equaled 23.3%, 29.5%, and 35.1%,
respectively. In 2020, the share of agriculture in the
GDP of Kazakhstan dropped to 5.3%. Tajikistan and
Uzbekistan still have higher shares, which equaled
23.8% and 26.1%, respectively. Kyrgyzstan and
Turkmenistan witness a declining trend. In 2020, the
indicator of Kyrgyzstan amounted to 13.5%, while
the value for Turkmenistan equaled 10.8% in 2019.

Due to different external and internal factors
including a boom in the resource sector, the rise
of the services sector (in particular wholesale
and retail trade, construction, finance, etc.),
the breakdown of regional production chains,
border and water disputes, the agricultural sector
transformed substantially in terms of production
and employment. For instance, between 2003 and
2013, Kazakhstan added about 1.5 million jobs as
employment grew by about 22% but agriculture
was the only sector where employment declined
by 14% in absolute terms (World Bank, 2015). It
should be noted that an accelerated reduction of
employment in agriculture has started since 2003
following the resource boom that caused the rise of
service-related industries. Despite these changes,
Kazakhstan still has a high share of the rural
population, which equaled 42.3% in 2020. At the
same time, the share of agricultural employment
achieved almost 15% in 2019 (37% in 1991) which
is the lowest level in Central Asia.

The shares of the rural population in Tajikistan
and Kyrgyzstan are the highest in the region. In
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2020, this indicator for the two countries equaled
72.5% and 63.1%, respectively. At the same time,
shares of Turkmenistan and Uzbekistan vary
between 47-50%. As of 2019, employment in
agriculture achieved the level of 45% in Tajikistan,
26% in Uzbekistan, 19% in Kyrgyzstan, and 21% in
Turkmenistan.

Countries of Central Asia, in particular
Kazakhstan, play an important role in the global
wheat market. In 1961 production and export
of wheat amounted to 222 and 40 million tons,
respectively. In 2019, production reached 766
million tons, increasing by 3.5 times. In the same
year, the export of wheat equaled 180 million
tons growing by 4.5 times. Global trade in wheat
increased substantially in value terms. While in
1961 global exports amounted to $2.5 billion, in
2019 it increased to $39.6 billion.

Wheat prices experienced significant changes.
In December 1990, prices for a metric ton of wheat
were $113.2. In December 2000, they increased to
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$128. Since the early 2000-s, the prices started to
rise and peaked in March 2008, reaching almost
$440. The global financial crisis and significant
reduction of oil prices negatively affected wheat
prices. In September 2020, they equaled $198.4
(IndexMundi, 2021).

Figure 1 shows major exporters of wheat.
Russia ranks first in the list of main wheat exporting
countries. In 2019, its export equaled 32 million
tons. The wheat supply of the United States
amounted to 27 million tons, while Canada’s export
reached 23 million tons. Ukraine ranked fifth and in
2019 and exported 13 million tons. Kazakhstan, in
turn, supplied 5 million tons of wheat. In 2019, the
revenues of Russia from wheat export amounted to
$6.4 billion. The United States and Canada exported
wheat worth $6.3 and $5.4 billion, respectively.
Ukraine and Kazakhstan, in turn, correspondingly
earned $3.1 and $1 billion. This means that
wheat export accounts for a significant share of
Kazakhstan’s non-mineral exports.

Figure 1 — Major exporters of wheat, million tons
Note — compiled by the author based on the FAOSTAT (2021)

Following Figure 2 shows wheat production
in Central Asia. In the early 1990s, Central Asia
produced 20.5 million tons of wheat of which the
share of Kazakhstan was 89%. Then production
in Kazakhstan decreased. At the same time,
Uzbekistan increased both wheat production and the
area harvested. In 2017, the share of Kazakhstan in
Central Asian wheat production decreased to 63%,
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while the share of Uzbekistan increased to 26%
from the low 5.1% in 1992.

Various studies show the importance of Russia,
Ukraine, and Kazakhstan for the international grain
markets and global food security. In particular,
harvest in these countries or their policy towards the
regulation of grain markets has a significant impact
on global markets. For instance, lower harvest or
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export restrictions or bans cause higher world prices.
Higher prices are harmful for consumers but at the
same time can be beneficial for producers. Increasing
prices generally do not affect food security in high-

income countries. However, economic costs for net
grain importing lower-income countries are high
despite their farmers may benefit from higher prices
(Fellmann et al., 2014).

Figure 2 — Wheat production in Central Asia, tons
Note — compiled by the author based on the FAOSTAT (2019)

At the same time, wheat dependence may well
be a significant source of food insecurity, when
combined with other variables, in particular income
levels. Therefore, high wheat import dependency
may be considered as a matter of food security in
low-income countries, as wheat-based products
account for a relatively high percentage of their
total cereal consumption (Gonzalez-Esteban, 2018).
For instance, countries of Central Asia spend high
shares of their income on food consumption. In
Tajikistan, this portion amounts to 63%, and wheat,
mainly in the form of bread, accounts for 40% to
60% of total daily food calories. As a result, growth
in food prices leads to social and political unrest.
For example, higher prices caused public protests
in Uzbekistan in September 2007, in Tajikistan in
February 2008, and in Kyrgyzstan in April 2010.
Therefore, wheat self-sufficiency is crucial for the
local governments. Local production in the majority
of countries does not satisfy their internal demand.
Consequently, on average, imports account for
41% of wheat consumption in Central Asia and

Kazakhstan remains an exclusive supplier. Costs
of wheat trade in the region are high due to high
transportation costs and unofficial payments
(Svanidze et al., 2019).

It is important to note that Uzbekistan remains
one of the largest cotton producers and ranks
seventh in the world production (IndexMundi,
2019). It is noteworthy that cotton production and
favorable cotton prices allowed Uzbekistan to keep
Central Asian economic leadership up to 1996,
without reverting to large-scale reforms. Nowadays,
Uzbekistan plans to reduce cotton exports and focus
on cotton processing and textile exports. Cotton
production is also important for Turkmenistan
(ranks 14™) and Tajikistan (ranks 21*") (IndexMundi,
2019).

However, besides their traditional specialization,
the Central Asian countries were able to develop new
products. This is a case of kidney beans production
in Kyrgyzstan. Bean as an export crop was initiated
in northern Kyrgyzstan (Talas region) in 1995
on an area of 230 hectares. Currently, the bean is
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cultivated on an area of 53000 hectares. In 2009,
beans accounted for 16% of agricultural exports. By
2015, the share of beans increased to 26% against the
general decline in exports of agricultural products
(Tilekeyev et al., 2018).

Trade in agricultural products in Central Asia

In terms of trade, the agricultural sector is an
important source of export revenues. At the same
time, the import of agricultural products provides
regional food security. The provided below
calculations are based on data from the International
Trade Centre (ITC, 2021). Agricultural products
include goods from the 1-24 chapters of the
Harmonized System.

The pandemic led to significant changes in the
agricultural sector of the region. The Central Asian
countries closed the borders and imposed export
restrictions. Moreover, the regional countries had to
address regional issues such as disruption of internal
value chains and migration. The negative shocks led
to a surge in prices. All these factors affected the
pattern of trade in food products.

Total exports of the region decreased from $86.1
billion in 2019 to $71.1 billion in 2020. Agricultural
exports, in turn, experienced an insignificant
reduction. During the reported period, the region’s
indicator declined from $5.2 to $5.1 billion. At the
same time, the share of agricultural exports in total
exports increased from 6% in 2019 to 7.2% in 2020.
Total imports of the region decreased from $71.5
billion in 2019 to $67.9 billion in 2020. Despite
the reduction in total imports, agricultural and food
products imports in the region increased from $7.8
billion in 2019 to $8.1 billion in 2020. As a result,
the share of imports of agricultural products in
total imports of the region increased from 10.9%
to almost 12%. Therefore, trade in agricultural
products in the region changed from $13 billion in
2019 to $13.2 billion in 2020. Moreover, the share
of trade in agricultural exports experienced growth.
These changes show a critical role of agricultural
products in regional trade.

Kazakhstan remains a key supplier of
agricultural products for the rest of the Central
Asian countries. The country’s agricultural exports
during the reported period experienced almost no
changes. In 2019, its exports amounted to $3.28
billion, while in 2020 it equaled $3.27 billion. For
the reported period, the share of agricultural exports
in total exports increased from 5.7% to 7%. The
country’s total agricultural imports increased from
$3.9 billion in 2019 to more than $4 billion in 2020.
Consequently, the share of agricultural imports
increased from 10.2% to 10.7%. It is important to
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note that the trade balance in agricultural products
for Kazakhstan widened. While in 2019 its trade
deficit was equal to $620 million, in 2020 it increased
to $730 million.

Kyrgyzstan’s exports of agricultural and food
products experienced almost no changes. It changed
from $251.1 million in 2019 to $250.5 million in
2020. During the reported period, the share of
agricultural exports in total exports remained the
same and amounted to 12.8%. At the same time,
agricultural imports of the country decreased from
$655 million in 2019 to $594 million in 2020.
Despite this reduction, the share of agricultural
imports in total imports increased from 13.4% to
16.1%. Moreover, the trade deficit narrowed from
$403.9 million to $343.5.

Agricultural exports of Tajikistan remain the
lowest in the Central Asian region. In 2019, the
country exported products worth $33 million. In
2020, its exports of agricultural products exceeded
$35 million. However, despite this insignificant
growth in the volume of exports, the share of
agricultural exports in total exports decreased from
3% in 2019 to 2.7% in 2020. Tajikistan’s imports
of agricultural products remain substantial. In 2019,
the country’s agricultural imports amounted to $757
million, while in 2020 it exceeded $818 million.
The share of agricultural and food imports in the
country’s total imports is significant. The indicator
was equal to 22.7% in 2019 and increased to 26.1%
in 2020. The trade deficit in agricultural products in
Tajikistan remains substantial. In 2019, it amounted
to $724 million, while in 2020 it increased to $783
million.

Data unavailability complicates the analysis of
Turkmenistan’s trade flows. For instance, the ITC
data do not include information on live animals,
meat, or dairy product exports. Therefore, the
presented calculations on Turkmenistan’s indicators
may be biased due to a lack of reliable data. However,
the existing data shows that in 2019 Turkmenistan
exported agricultural and food products worth $59.5
million. In 2020, the country’s exports decreased to
$53.5 million. The share of agricultural exports in
total exports was insignificant and correspondingly
equaled 0.5% and 0.7% in 2019 and 2020.
Turkmenistan’s agricultural import in 2019 was
equal to $386.3 million, while in 2020 it decreased
to $356.4 million. It is important to note that while
agricultural exports in Turkmenistan’s total exports
remained negligible, the share of imports in the
country’s total imports is significant. For instance,
in 2019 the indicator amounted to 12.5%, while in
2020 it decreased to 11.7%. The country’s trade



A.A. Khitakhunov

deficit in agricultural products is also substantial.
In 2019, the indicator amounted to $326.8 million,
while in 2020 it decreased to $302.9 million.
Agricultural exports are one of the key sources
of export revenues for Uzbekistan. In 2019, the
country exported agricultural products worth $1.6
billion, while in 2020 the indicator decreased to
$1.5 billion. The share of agricultural exports in
the country’s total exports amounted to 11% in
2019 and increased to 11.6% in 2020. At the same
time, agricultural imports increased for the reported
period. While in 2019 the country imported products
worth $2.1 billion, in 2020 its purchases increased
to $2.3 billion. The share of agricultural imports in
total imports of the country increased from 9.5%
in 2019 to 11.5% in 2020. The trade deficit of the
country widened from $500 million to $800 million.
Interdependence in trade in agricultural products
ishighintheregion. Forinstance, Uzbekistan is one of
the main consumers of Kazakhstan’s wheat and flour.
According to data from the ITC (2020), in 2001, the
shares of cereals and products of the milling industry
in agricultural exports of Kazakhstan equaled 83.5%
and 15.2%, respectively. In 2003, this trend changed
substantially. The share of cereals decreased to
3.4% and the share of the milling industry products
increased to 87.3%. This meant that Uzbekistan
decided to rely on Kazakhstan’s flour supply instead
of developing its own milling industry. However, it
revised its policy in 2011, when it started to increase
the import of cereals to produce its own flour. As a
result, Kazakhstan’s export of wheat flour decreased
from $311 million in 2011 to $77 million in 2019.
For the same period, the export of wheat increased
from $80 million to $373 million. However, there
are some contradictions. Uzbekistan not only started
to satisfy its internal flour needs but also became one
of the competitors of Kazakhstan’s flour producers
on the market of Afghanistan. Higher competition
led to significant losses for Kazakhstan’s producers,
and the number of mills in the country significantly
declined. For instance, about 70% of flour mills
were idle in South Kazakhstan in 2019. Experts
note, however, that the problem stems not from flour
producers, but from the shortages of Kazakhstan’s
trade policy (Kopzhasarova, 2019). According
to Kazakhstan’s flour producers, grain can be
imported to Uzbekistan without value-added taxes,
while imported flour is taxed at a rate of 20%.
Moreover, the transit of a ton of flour through
Uzbekistan to Afghanistan costs $47 for producers
from Kazakhstan, and the transport costs for local
producers in the same direction amount to $22. It is
important to note that the government of Uzbekistan

exempted flour-milling enterprises from many types
of taxes for 5 years. The producers also claim that
differences in loan rates, electricity, and labor costs
make producers of Uzbekistan more competitive.
As a result, several large flour milling companies
from the Turkistan region and two companies from
the Karaganda region constructed flour mills in
Uzbekistan and shifted their production due to a
better business environment and a higher level of
state support in Uzbekistan (Buyanov, 2019). In
recent years, Kazakhstan significantly increased
the export of live animals to Uzbekistan. In 2017,
it equaled $619000, and then the number increased
to $23 million and $93 million in 2018 and 2019,
respectively. Responding to this situation, the
government of Kazakhstan banned the export of
live animals explaining its decisions by the need to
diversify the livestock breeding industry to meet the
demand at the internal market.

It is important to note that all Central Asian
economies have a negative trade balance in
agricultural products. During the pandemic, food
demand increased substantially and the countries
of the region experienced growth in agricultural
trade flows while export of other products such as
fuels dropped. This fact shows the importance of the
development of the agricultural sector. Moreover,
higher trade flows show high interdependence of the
regional economies in terms of food trade. Therefore,
the regional policymakers should consider the
following recommendations. Firstly, the trade policy
of individual countries should consider the interests
of neighboring states to escape trade wars. Export
restrictions or bans can cause a similar reaction
and decrease total supply, which will cause an
increase in prices. The surge in prices will hurt the
well-being of all countries of the region. Secondly,
regional policymakers should liberalize trade in
agricultural products. This policy change may
result in higher supply and lower prices. Therefore,
trade in agricultural products remains an important
source of export revenues. Moreover, it stabilizes
regional prices and significantly contributes to the
improvement of food security.

Results and Discussion

Challenges and development perspectives for
Central Asian agriculture

The countries of Central Asia consider the
agricultural sector as one of the promising directions
for development. However, to provide the growth of
the sector, the governments of Central Asia should
address challenges, which include the pandemic,
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rising rates of global poverty and inequality, the
escalating climate and biodiversity crises, increasing
hunger, as well as growing food and nutrition
insecurity (Dixson-Decléve et. al., 2021).

Increasing food prices remain an important
challenge for global food security. Food prices
are one of the most important indicators, which
play an important role in economic and political
stability. Food prices depend on a variety of
factors, including growth in demand, financial
market speculations, export restrictions, weather
shocks, productivity slowdown, currency
depreciation, rising oil prices, biofuels demand,
and decline of stocks (Headey and Fan, 2008).
The recent pandemic became one of the most
challenging factors for the global food market and
substantially affected food prices. The Food and
Agriculture Organization (FAO) of the United
Nations indicated that the food prices reached
the highest level in the last decade. According to
data from the FAO (2021a), the Food Price Index
averaged 127.4 points in August 2021, up 3.9
points (3.1%) from July and 31.5 points (32.9%)
from the same period last year. Local supply chain
breaks, lockdowns, and quarantine measures
affected the informal sector, including sellers,
traders, and shop owners. According to estimates,
the prices of food increased by more than 10%
in 15 developing countries in the first quarter of
2020. At the same time, due to climate shocks,
many countries expect a significant reduction
in output and crop yields, which will result in a
decrease in supply pushing food prices up (Sova
and Man, 2021).

Central Asian agriculture has several important
features. Countries of the region significantly depend
on food imports. This situation is associated with
higher macroeconomic risks. For instance, following
the depreciation of national currencies the prices of
imported agricultural and food products can increase.
The situation in Kazakhstan creates challenges and
risks for the remaining Central Asian countries, as
it remains a key supplier of wheat products. For
instance, changes in Kazakhstan’s trade policy, in
particular, export duties or restrictions can lead to
food shortage and higher inflation in other Central
Asian countries. Central Asian countries may
respond with their restrictive measures. For instance,
Kyrgyzstan imposed livestock export restrictions.
These counterproductive policies may further
accelerate an increase in prices. It is important to
note that the economies of Central Asian countries
are experiencing one of the downturns, which
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have social implications. According to the recent
data, around 1.7 million people (25.3% of the total
population) in Kyrgyzstan lived below the poverty
line in 2020, having increased by 5.2 percentage
points compared to the previous year (Kabar, 2021).
Higher food prices may worsen the existing situation
and cause social instability.

Climate change and agriculture have bi-
directional effects. Agriculture remains one of the
most affected sectors, which will be significantly
changed due to higher emissions and temperature.
At the same time, agricultural development also
contributes to greenhouse gas (GHG) emissions.
According to estimates, global warming of 2°C,
as in the most optimistic forecast, could reduce
agricultural output by up to 25%. Results of many
country-based studies demonstrate that climate
change may lead to considerable losses in the
agricultural sector (Aragon et al., 2019). Thus, direct
consequences of climate change on the agricultural
sector include increasing temperatures, weather
variability, shifting agroecosystem boundaries,
invasive crops and pests, and more frequent extreme
weather events. It reduces crop yields, the nutritional
quality of major cereals, and livestock productivity
(World Bank, 2021b). Climate change contributes
to an increase in food prices, which is of great
concern for low-income and food import-dependent
countries.

At the same time, agricultural activities, in
particular crop and livestock production for food,
remain important contributors to climate change.
Various management practices on agricultural
soils, including the application of synthetic and
organic fertilizers, the growth of nitrogen-fixing
crops, the drainage of organic soils, and irrigation
increase the availability of nitrogen in the soil
and result in emissions of nitrous oxide (N2O).
Livestock, in particular cattle, produce methane
(CH4) as part of their normal digestive processes.
Moreover, livestock manure management practices
also contribute to CH4 and N20O emissions. Various
sources show different contributions of agriculture
to global greenhouse gas emissions. According
to the United States Environmental Protection
Agency (2021) data, the share of the agricultural
sector in the global GHG emissions was equal to
24% in 2010. This share was a direct effect of the
cultivation of crops and livestock and deforestation.
The OECD (2016) mentions that agriculture
contributes a significant share of the GHG emissions
that are causing climate change — 17% directly
through agricultural activities and an additional



A.A. Khitakhunov

7-14% through changes in land use. The World
Bank (2021b) indicates that agriculture currently
generates 19-29% of total GHG emissions. It notes
that without action, that percentage could rise
substantially as other sectors reduce their emissions.
Therefore, the share of agriculture in global GHG
emissions equals around 30%. To mitigate the
negative consequences of climate change, the Food
and Agriculture Organization of the United Nations
proposes to implement the climate-smart agriculture
approach. The approach has three main objectives.
Firstly, it aims to increase agricultural productivity
and income. Secondly, it intends to adapt and
build resilience to climate change. Finally, it aims
to reduce and/or remove GHG emissions (FAO,
2021b).

Despite the climate risks remain one of the most
important threats, the reaction from the regional
governments is insufficient. Central Asia lacks
climate adaptation and management strategies
even ignoring ongoing climate-related changes in
regional agriculture. For instance, in 2021, almost
all regions of Kazakhstan experienced drought.
This weather shock led to a decrease in the yield
of major crops in both food and forage segments.
Instead of the projected 15 centners per hectare,
agrarians collect 5-7 centners per hectare (Qazaq
Zerno, 2021). Higher input prices also contributed
to the growth in food prices. In Kazakhstan, fuel,
lubricants, fertilizers, plant protection products,
spare parts, agricultural machinery, and other
necessary materials have risen by 20-30%
compared to the last year. The current situation, as
well as similar dry conditions in the Central Asian
countries — the main consumers of Kazakh wheat
and flour — have led to an increased demand for
grain products. By the end of July 2021, the price
of importers for wheat of the 3rd class increased
by $15-20 per 1 ton and now stands at $260-265
per ton. Similarly, the domestic price of wheat
increased — from 93-95 thousand tenge/ton (219-
2238) to 103-105 thousand tenge/ton (242-247$)
(APK Inform, 2021).

Thus, climate change and the agricultural sector
have bi-directional impacts. To mitigate mutual
negative consequences, there is a high need for a
multilateral cooperation, as individual countries
cannot solve these problems. Central Asian countries
in turn need to work on raising the awareness of the
problem, which will allow the responsible private
sector to change their management practices.
Agricultural companies together with governments
should invest in new climate-friendly agricultural

technologies and change food management systems.
These policies can contribute to the sustainable
development of the agricultural sector of Central
Asia under climate change.

The low level of capital investment and
quality of institutions also affect the agricultural
development of Central Asia. President of
Kazakhstan Kassym-Jomart Tokayev in his
September 2021 Address devoted a significant part
of his speech to agricultural and food issues. The
President proposed special measures to develop
the country’s agriculture and stabilize the food
market. In particular, the Head of State mentioned
the importance of creating a network of wholesale
distribution centers and unified control over prices
along the chain from producer to consumer.
According to the President, it is necessary to
expand the area of cultivation of fodder crops and
to strengthen control over the observance of crop
rotation, and improve the sphere of veterinary
medicine. He noted that about 90% of the
technologies used in the agro-industrial complex are
completely outdated and in need of modernization.
The President instructed the government to revise
and stabilize the mechanism of subsidies. The
President mentioned that more than 2 trillion tenge
($4.71 billion) had been allocated for subsidies. At
the same time, more than half of the criminal cases
in the agro-industrial complex are related to the
theft of subsidies (Akorda, 2021).

Oneofthemaindisadvantagesofthe Central Asian
agricultural sector is its low productivity. According
to the World Bank (2019) data, Kazakhstan’s
output per worker in 2018 equaled $6900 (constant
2010 USS$). Kyrgyzstan and Tajikistan have
approximately the same levels of productivity
($1500). Uzbekistan has a comparatively higher
level of output per worker ($2130). The dynamics
and level of this indicator show that agriculture in
Central Asia is labor-intensive. This makes regional
production less competitive with high-income
economies and rising economies of Asia. For
instance, output per agricultural worker in Australia
in 2018 equaled $80408 which is 11.7 times higher
than in Kazakhstan and 37.7 times higher than in
Uzbekistan. Capital intensive agriculture provides
more opportunities for growth, development of
new products and markets, productivity, and
competitiveness.

To achieve  higher productivity and
competitiveness, the countries of the region should
take into consideration trends and challenges for the
future of food and agriculture, in particular, population
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growth (up to 10 billion by 2050), urbanization and
aging population, structural transformation of the
global economy, climate change, political conflicts
and wars (including for natural resources) and
degradation of land and biodiversity (FAO, 2017). It
is important to use the geographical proximity of large
markets such as China and Russia. The reduction
of global poverty with a simultaneous increase of
incomes of rising Asian countries, in particular
China and India, will boost demand for agricultural
products. It should be noted that higher incomes and
rising wages affect the diets of people and will require
diversity of their nutrition. High-income countries
are a good destination for Central Asian agricultural
exports, so production standards should be improved
significantly.

There are large cross-country productivity
differences in agriculture due to farmland
misallocation, insufficient fertilizer use, and labor
intensiveness of agriculture in poor countries (Gollin
et al., 2014). Thus, for the regional governments,
it is necessary to stimulate the private sector to be
involved in the agricultural development process.
By doing so, the governments can increase labor
productivity by attracting capital investment. The
roles of agricultural universities and research
institutes should be strengthened. Moreover,
research in agriculture should become a priority,
and fundamental and applied research should be
financed by the governments.

Economic and political factors which affect the
agricultural development of the region should be
taken into consideration. In particular, there is a
need for coordination while implementing regional
infrastructural projects and collective action towards
water issues. Governments should also support
the infrastructural connection of urban-rural areas
which will stimulate bilateral trade flows and reduce
trade costs. These measures can lead to substantial
positive changes.

Conclusion

Agriculture historically plays an important role
in Central Asian economies. Despite decreasing
trends, the share of rural population and employment
in agriculture in Central Asia remain high. The
countries of the region produce a significant share of
the global wheat and cotton. Moreover, besides their
traditional specialization, they were able to develop
new products.

Trade in agricultural products remains an
important source of revenues for the regional
countries. Kazakhstan plays a key role in Central
Asia as it provides the region with wheat and flour.
At the same time, other Central Asian countries
export fruits and vegetables to Kazakhstan. Trade
in agricultural products improves the food security
of the region and directly impacts food prices.
Therefore, for Central Asian countries it is important
to coordinate their trade and agricultural policies to
escape counterproductive trade wars. Other policies,
including export bans and restrictions, should also
take into consideration interests of the all countries
of the region. Trade liberalization for agricultural
products may bring substantial gains for the region.

To successfully diversify Central Asian
economies through agriculture, the regional
governments need to address a list of important
issues, including increasing food prices, climate
change, low levels of capital investment and
productivity, and corruption. Addressing these issues
will require a climate change strategy, cooperation
of governments, businesses, and universities, and
institutional improvements. Moreover, there is
a need for policy coordination in Central Asia, as
many issues including borders and water remain
unresolved. Regional policy coordination and
individual efforts of the countries can transform
agricultural sectors of the region, improve its food
security and provide higher competitiveness.
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