
A  W O R L D  B A N K  S T U D Y

T H E  C E N T R A L  A S I A N  M A R K E T S  O F  K A Z A K H S TA N , 

K Y R G Y Z  R E P U B L I C ,  A N D  TA J I K I S TA N

Trade Expansion through 
Market Connection

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

wb370910
Typewritten Text
63435





W O R L D  B A N K  S T U D Y

Trade Expansion through 
Market Connection
The Central Asian Markets of Kazakhstan, 
Kyrgyz Republic, and Tajikistan



ii

© 2011 The International Bank for Reconstruction and Development / The World Bank
1818 H Street NW
Washington DC 20433
Telephone: 202-473-1000
Internet: www.worldbank.org

All rights reserved

1 2 3 4  14 13 12 11
 
World Bank Studies are published to communicate the results of the Bank’s work to the development 
community with the least possible delay. The manuscript of this paper therefore has not been prepared 
in accordance with the procedures appropriate to formally-edited texts. This volume is a product of the 
staff  of the International Bank for Reconstruction and Development / The World Bank. The fi ndings, 
interpretations, and conclusions expressed in this volume do not necessarily refl ect the views of the 
Executive Directors of The World Bank or the governments they represent.
The World Bank does not guarantee the accuracy of the data included in this work. The boundaries, 
colors, denominations, and other information shown on any map in this work do not imply any judge-
ment on the part of The World Bank concerning the legal status of any territory or the endorsement or 
acceptance of such boundaries.

Rights and Permissions
The material in this publication is copyrighted. Copying and/or transmi  ing portions or all of this work 
without permission may be a violation of applicable law. The International Bank for Reconstruction and 
Development / The World Bank encourages dissemination of its work and will normally grant permis-
sion to reproduce portions of the work promptly.
For permission to photocopy or reprint any part of this work, please send a request with complete 
information to the Copyright Clearance Center Inc., 222 Rosewood Drive, Danvers, MA 01923, USA; 
telephone: 978-750-8400; fax: 978-750-4470; Internet: www.copyright.com.
All other queries on rights and licenses, including subsidiary rights, should be addressed to the Offi  ce 
of the Publisher, The World Bank, 1818 H Street NW, Washington, DC 20433, USA; fax: 202-522-2422; 
e-mail: pubrights@worldbank.org.

ISBN: 978-0-8213-8788-7
eISBN: 978-0-8213-8791-7
DOI: 10.1596/978-0-8213-8788-7

Library of Congress Cataloging-in-Publication Data has been requested.



iii

Contents
Acknowledgments .................................................................................................................. vii

Acronyms and Abbreviations .................................................................................................ix

Executive Summary ..................................................................................................................xi

1. The Need for Central Asian Countries to Diversify Their Trade ................................. 1

Recent Export Performance ................................................................................................ 2

Diversifi cation Potential ..................................................................................................... 7

2. The Constraints Facing Central Asian Leading Cities .................................................. 14

The Constraints to Production Capacity within Countries ......................................... 14

The Constraints to Market Accessibility across Countries .......................................... 24

3. Why Agglomeration is Important: Potential of Leading Cities as Drivers 
of Diversifi cation .............................................................................................................. 35

The Competitive Advantage of Leading Cities ............................................................. 36

The Need for an Explicit Space-Based Export Diversifi cation .................................... 45

Mainstreaming Space-Based Economic Policies ........................................................... 51

4. The “How to” of Expanding Trade in Central Asia ...................................................... 55

Framework for a City-Led Diversifi cation Strategy ..................................................... 55

How to Promote Economic Density in Leading Cities ................................................ 57

   How to Improve Leading Cities’ Connections with their 
Agricultural Hinterlands .................................................................................................. 58

How to Secure Accessibility to Key Regional Markets ................................................ 59

5. References .............................................................................................................................. 73

List of Tables
Table 1. Summary of policy actions to be considered .........................................................xii
Table 1.1. Trade structure, Central Asia and Southeast Europe, 2003 and 2008 ...............3
Table 1.2. Complementarity gap between Kazakhstan, the Kyrgyz Republic, and 

Tajikistan and major regional markets, 2008 (percent) ..................................................9
Table 2.1. Access to selected backbone services in leading cities of Kazakhstan, 

the Kyrgyz Republic, and Tajikistan, and in Europe and Central Asia, 2008 
and 2009 ..............................................................................................................................16

Table 2.2. ICT performance in Kazakhstan, the Kyrgyz Republic, 
and Tajikistan, 2007 ...........................................................................................................17

Table 2.3. International bazaars, selected cities, 2008..........................................................18
Table 2.4. Storage capacity, leading cities and their Hinterlands, 

Kyrgyz Republic, 2008 ......................................................................................................21
Table 2.5. Storage facilities, Sughd Region Districts, Tajikistan, 2006 ..............................21



World Bank Studyiv

Table 2.6. External business environment constraints, Kazakhstan, the Kyrgyz 
Republic, Tajikistan, and Europe and Central Asia ......................................................23

Table 2.7. Main business environment constraints facing distribution and 
transport service fi rms, leading cities of Kazakhstan, the Kyrgyz Republic, 
and Tajikistan, 2009 ...........................................................................................................24

Table 2.8. Domestic freight rates, Tajikistan, 2009 ...............................................................25
Table 2.9. Truck cargo between Tajikistan and Selected Destinations, 

2007 and 2008 (number of trucks) ...................................................................................28
Table 2.10. Average carriage costs to selected destinations by way of Almaty, 

Kazakhstan, 2009 ...............................................................................................................32
Table 2.11. Cost of air freight from Almaty to selected destinations, 

2009 (USD) ..........................................................................................................................33
Table 2.12. Haulage rates and times for an 86-square meter, 19-ton truck from 

Almaty to selected destinations ......................................................................................33
Table 3.1. Top 10 products produced in Kazakhstan’s three leading cities, 2007 

(USD millions) ....................................................................................................................38
Table 3.2. International fl ights from Almaty, 2009 ..............................................................43
Table 3.3. Agricultural production, Bishkek and its Hinterland, Kyrgyz 

Republic, 2008 ....................................................................................................................47
Table 3.4. Agricultural production, Osh and its Hinterland, Kyrgyz Republic, 2008 .......48
Table 3.5. Main manufactured production in Osh, 2008 ....................................................48
Table 3.6. Main manufactured production in Bishkek, 2008..............................................49

List of Figures
Figure 1. The north-south road corridor linking six central asian 

leading cities ..................................................................................................................... xiii
Figure 1.1. Destination of nonnatural-resource-intensive exports from the central 

asian countries, 2003 and 2007 ...........................................................................................4
Figure 1.2. Sources of export growth, nonnatural-resource-intensive products, 

Kazakhstan, the Kyrgyz Republic, and Tajikistan, 2003–08 ..........................................6
Figure 1.3. Average trade complementarity with leading regional markets, 

Kazakhstan, the Kyrgyz Republic, and Tajikistan, 2002–04 and 2005–08 ...................8
Figure 1.4. The north-south road corridor linking the six leading cities .........................13
Figure 2.1. The Kyrgyz republic’s direct connections to China ........................................27
Figure 3.1. Standardized Herfi ndahl index by Oblasts for Kazakhstan, 

the Kyrgyz Republic, and Tajikistan, various years .....................................................37
Figure 3.2. Market accessibility in Kazakhstan ....................................................................39
Figure 3.3. Market accessibility in the Kyrgyz Republic ....................................................40
Figure 3.4. Market accessibility in Tajikistan........................................................................40
Figure 3.5. Travel time to leading cities of Kazakhstan, the Kyrgyz Republic, and 

Tajikistan (No integration with Kazakhstan and Tajikistan) .......................................45
Figure 3.6. Travel time to leading cities of Kazakhstan, the Kyrgyz Republic, and 

Tajikistan (Full integration with Kazakhstan and Tajikistan) .....................................46
Figure 3.7. Spatial interaction between Bishkek and Osh and their surroundings ........47



Trade Expansion through Market Connection v

List of Boxes
Box 1.1. The Thai experience of agriculture-led industrialization ....................................11
Box 2.1. Policies for competitiveness with inclusiveness in the supermarket 

revolution, East and Southeast Asia ...............................................................................20
Box 2.2. Yashar Bar, a multimodal freight forwarding company operating 

from Khujand .....................................................................................................................28
Box 3.1. Vertical contracting in global value chains ............................................................51
Box 3.2. The world development report 2009 framework 

applied to Central Asia .....................................................................................................53
Box 4.1. Space-based policy in the Republic of Korea ........................................................57

List of Appendices
Appendix 1. Production data ..................................................................................................64
Appendix 2. Transport and distribution data .......................................................................67
Appendix 3. Land cover of the hinterland of the leading cities .........................................68





vii

Acknowledgments

This report was prepared by a team led by Souleymane Coulibaly and comprising 
Asset Nussupov (Kazakhstan Country Offi  ce consultant); Zarina Kosymova and 

Shuhrat Mirzoev (Tajikistan Country Offi  ce consultants); Shamsia Ibragimova (Kyrgyz 
Republic Country Offi  ce consultant); and Alexander Kitain, Vilas Pathikonda, and Lo  e 
Thomsen (Washington Offi  ce consultants). Local World Bank economists Damir Esenaliev 
(Kyrgyz Republic), Ilyas Sarsenov (Kazakhstan), and Utkir Umarov (Tajikistan) made 
important contributions. Galen Evans (Urban Department) and Siobhan Murray (GIS
Lab) produced all the maps included in this report. Liberty Alexandra Reposar pro-
vided valuable support to the team. Christophe Bosch and Cordula Rastogi (Europe 
and Central Asia Sustainable Development Department), Sudharshan Canagarajah, 
Chorching Goh, John Litwack and Ekaterina Vashakmadze (Europe and Central Asia 
Economic Policy Department), Uwe Deichmann (Research Department), Andreas Kopp 
(Transport Department), Jean-Pierre Chauff our, Thomas Farole, Charles Kunaka, and 
Philip Schuler (International Trade Department), and Mehrnaz Teymourian (Central 
Asia Country Unit) provided valuable comments at various stages of this work. Motoo 
Konishi (Central Asia Country Director), Indermit Gill (Europe and Central Asia Chief 
Economist), Luca Barbone (Sector Director, Europe and Central Asia Economic Policy 
Unit), and Kazi Matin (Sector Manager, Europe and Central Asia Economic Policy Unit) 
provided general guidance.

This work benefi ted from the fi nancial support of the governments of Finland, Nor-
way, Sweden, and the United Kingdom through a contribution from the Multi-Donor 
Trust Fund for Trade and Development. The team gratefully acknowledges the collabo-
ration of Government offi  cials as well as private sector operators in Kazakhstan, the 
Kyrgyz Republic and Tajikistan that made this report possible.



viii



ix

Acronyms and Abbreviations
BEEPS Business Environment and Enterprise Performance Survey
CAREC Central Asia Regional Economic Cooperation
CIS Commonwealth of Independent States
EU European Union
GDP Gross Domestic Product
GIS Geographic Information System
HACCP Hazard Analysis Critical Control Point
ICT Information and Communication Technology
km kilometer
OECD Organization for Economic Co-operation and Development
SEZ Special Economic Zone
SPECA United Nations Special Program for Economies in Central Asia
WDR World Development Report
WTO World Trade Organization

Currency Equivalents
(Exchange Rate Eff ective June 21, 2010)

Currency Unit = Sum
USD 1 = T 150

USD 1 = SOM 37
USD 1 = SM 3

Weights & Measures
Metric System

Vice President :  Philippe Le Houérou
Country Director :  Motoo Konishi
Sector Director :  Luca Barbone
Sector Manager :  Kazi Matin
Task Leader :  Souleymane Coulibaly





xi

Executive Summary

The fi ve countries of Central Asia expanded their trade signifi cantly since beginning 
their transition with exports quadrupling to almost USD70 billion between 2003 and 

2008 but without substantial diversifi cation. These countries achieved this by promoting 
private investment, property rights, trade liberalization, and transport infrastructure in 
varying degrees. The proceeds from exports of crude material and mineral fuels reached 
USD 49 billion, nearly four times the 2003 level, while exports of food and manufactured 
products (not including machinery and transport equipments) reached USD 18 billion 
in 2008. As of 2008 the bulk of exports still came from a narrow range, with more than 
80 percent of total export proceeds from just two sectors in Kazakhstan (mineral fuel and 
metal products) and Tajikistan (co  on and aluminum products), and one sector in Turk-
menistan (mineral fuels). Only Kyrgyz Republic and Uzbekistan exported 80 percent of 
their exports from three or more sectors. Central Asian countries need to diversify their 
export bases.

Export diversifi cation and growth will be integral to future growth and develop-
ment of this region. Diversifying production and exports exposes fi rms to domestic and 
international competition, which enhances productivity. Such diversifi cation drives a 
country’s structural transformation from agriculture to industry to service, accompa-
nied by a spatial transformation as leading cities and their hinterlands play a stronger 
role in production and trade.

This study focuses on three countries of Central Asia—Kazakhstan, the Kyrgyz 
Republic, and Tajikistan—and applies the framework used by the World Development 
Report (WDR 2009). These countries agreed to participate in the study, but the results of 
this work are also relevant for others in the Central Asia region. The global crisis reduced 
trade and exports of the three countries in 2009 as it did for the world. Nevertheless, 
as the world economy recovers, these countries must think strategically about how to 
diversify and expand their exports in the medium to long term. This is particularly chal-
lenging for these countries that have small domestic markets and are landlocked and 
relatively remote from large markets; they suff er from low domestic economic density, 
long distances to markets, and signifi cant economic divisions between trading partners 
and major markets, making the framework of the World Development Report 2009 (World 
Bank 2009c) relevant. The study recommends that Kazakhstan, the Kyrgyz Republic, 
and Tajikistan anchor their export diversifi cation and growth strategy on three spatial 
scales—urban (leading city), area (city-hinterland), and regional (integration with regional 
markets). This corresponds to the 3 Ds of Density, Distance, and Division in WDR 2009. 
Policy makers in these countries must take actions along the above three dimensions, and 
in parallel, to obtain results. Without competitive connections to large markets abroad, 
investors will not invest in productive capacity in cities even when major cities are com-
petitive producers of goods because such investments will not be profi table. While cities 
can be the best and most competitive locations for agro-processing, manufacturing and 
exporting within a country, they may not be if the policy environment is too unfavorable 
or basic services too ineffi  cient. In addition, even if cities policies and basic services are 
signifi cantly improved, they cannot work as islands; they need eff ective connections to 
their immediate hinterlands within the country.

Policy and investment actions at the urban (city) level are needed to promote more 
open and competitive environments and foster agglomeration economies (Table 1). Policy 
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makers in each country are advised to focus on its two leading cities—Almaty and Astana 
in Kazakhstan, Bishkek and Osh in the Kyrgyz Republic, and Dushanbe and Khujand 
in Tajikistan—and explore various possibilities, including establishing some form of a 
Special Economic Zones (SEZs) or industrial/export processing zone (IZ/EPZ). Establish-
ing some form of a “zone” in a defi ned area of the city with potential to expand it over 
time, could allow a country to jump start its export diversifi cation and trade expansion 
through appropriate infrastructure investments and a be  er policy environment (e.g. 
simpler business registrations and operations, easier tax regimes, etc) within that tar-
geted area. The larger the targeted area of this ‘zone’, the larger the likely impact, even as 
countries continue to improve infrastructure and policy environment for the entire city.

At the area (city-hinterland) level, policy actions must increase mobility of produc-
tion factors within macro-regions anchored on leading cities. Be  er connections between 
leading cities and immediate agricultural hinterlands, such as improved road connec-
tions and extension services to farmers and storage and market places, will provide a 
sound basis for intensifying agro-industrial activities within the country.

At the regional (six cities-large markets) level investments and policy actions are 
needed to reduce transport costs and transport time to key regional markets. But the 

Table 1. Summary of policy actions to be considered

Economic geography dimensions

Instruments Urban level (city)
Area level 

(city-hinterland)
Regional level 

(city-markets abroad)
Policy actions needed 
in all three countries

Institution Remove restrictions 
on services (fi nance; 
telecom; logistics and 
warehousing; business/
professional services)

Strengthen Oblast-
level administration to 
facilitate or coordinate 
leading city-hinterland 
economic interactions

Establish North–south 
corridor management 
institution
Develop regulations to 
promote regional freight 
consolidation services

Infrastructure Invest in relevant 
infrastructure (urban 
transportation, water 
and sewage system, 
heating system, 
electricity)

Improve road 
connections between 
leading city and 
hinterland

Improve road legs of the 
North-South corridor in 
need of repair
Improve road legs 
connecting the North-
South corridor to China

Incentive Establish some form of 
Special Economic Zone 
(SEZ) in the two leading 
cities

Develop a market 
information system 
(prices, quantities, 
locations)

Examples of country-
specifi c policy actions

Institution Reform Land Use 
regulation in Astana 
to adapt to its rapid 
urbanization

Freedom to farm 
enforced in hinterlands of 
Dushanbe and Khujand

Tripartite transit 
agreement between 
China, the Kyrgyz 
Republic, and Tajikistan

Infrastructure Scaled-up ICT 
infrastructure in Almaty 
to support its regional 
hub function

Modern storage facilities 
in hinterlands of Bishkek, 
Dushanbe, Khujand, 
and Osh

Improvement of the 
Karaganda-Almaty 
roads, and the Osh–
Batken road connection

Incentive Promote a regional food 
production network 
anchored in Almaty

Extension services to 
farmers in hinterlands 
of Bishkek, Dushanbe, 
Khujand, and Osh

Advantageous backhaul 
cargo services offered by 
Kazakh trucks to Kyrgyz 
and Tajik traders

Source: Authors.
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long-term success of Central Asian regional integration rests on the bedrock of be  er 
connections between the macro-regions within countries (i.e. between leading cities 
and their hinterlands) and between these six leading cities and major regional markets 
(i.e. China, India, Russia, and Turkey). First, this requires investing and upgrading the 
north–south road corridor, which links the cities of Dushanbe, Khujand, Osh, Bishkek, 
Almaty, and Astana to the Afghan-Tajik border at Nijny Panj (southern Tajikistan) and 
to the Kazakh-Russian border at Petropavlovsk (northern Kazakhstan) (Figure 1). While 
the road connection between Bishkek, Osh and Khujand is currently not part of CAREC 
regional road corridor, it is the most integrative, with the potential to intensify direct 
and transit trade between Kazakhstan, the Kyrgyz Republic and Tajikistan. Second, this 
requires improvements in policies and agreements related to the operation and trade 
and transit facilitation in border crossings connecting these markets. Third, this requires 
that country policies in respect of trucking and logistic services are made more favorable 
for their expansion.

But the growth and diversifi cation of non-natural-resource-based exports are 
limited by constraints to competitive production and poor connections to markets. The 
study identifi ed two types of production capacity constraints in the leading cities: back-
bone services and infrastructure (for example, expensive fi nancial services, unreliable 
power supply, and limited and expensive telecommunications services); and business 
environments (such as excessive red tape, poor public services including tax issues, and 
too much involvement by political elites in business biasing competition). Two types 
of market connectivity constraints were also identifi ed: transport and logistics services 

Figure 1. The North-South Road Corridor Linking Six Central Asian leading 
cities (line added)

Source: Authors.
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(limited freight consolidation services and multimodal transport services, and inad-
equate regional logistics services, even in Almaty, an aspiring regional logistics hub); 
and challenges to international transit (issues related to customs and border crossings, 
high transport costs, ineffi  cient rail services, and problems in transiting Uzbekistan, 
for example).

For a regional production network to emerge between the six leading cities of 
Kazakhstan, the Kyrgyz Republic, and Tajikistan, the East Asian experience suggests 
three basic principles: start small, to maintain coordination challenges at a manageable 
level; think global, to reach a larger market instead of seeing neighbors as competitors; 
and help the less advanced parts of the production network to secure quality, quantity, 
and timely intermediate and fi nal products. The north–south road corridor off ers huge 
potential for export diversifi cation and should drive the regional integration agenda. To 
secure access to key regional markets, the fi rst major policy action should be to establish 
a three-tier north–south corridor management institution, consisting of a stakeholder 
group, a working group, and a secretariat.

Overall policies would be made by the stakeholder group, to consist of high-level 
offi  cials in Kazakhstan, the Kyrgyz Republic, and Tajikistan who are involved in regu-
lating trade and transport facilitation activities. Working groups in each country should 
consist of national implementation commi  ees designed as problem-solving sub-groups 
with operational procedures to encourage fl exibility and responsiveness and ensure 
public-private interaction at all levels. Diff erent working groups formed on an ad hoc 
basis, as needed, can address specifi c issues and can then be disbanded once an objective 
is met. The secretariat of the corridor management institution should be located in one 
of the six leading cities, to maximize the secretariat’s involvement in high-level policy 
making on regional integration issues.

The stakeholder group could consider pursuing various multipartite transit agree-
ments, complemented by trade agreements allowing products with export potential 
to reach new markets such as agroprocessed products to western China (Urumchi 
and Kashgar). While some bilateral transit agreements already exist between China 
and Central Asian countries, none of them secure access to the Chinese market by the 
three central Asian countries as a group, thus eff ectively reducing their actual access 
to Chinese markets.

Another policy action aimed at securing access to key regional markets would be to 
rehabilitate and upgrade the legs of the poorly-maintained north–south road corridor, along 
the route from Nijny Panj–Dushanbe–Khujand–Batken–Osh–Bishkek–Almaty–Astana–
Petropavlovsk. For instance, improving the Osh–Batken–Isfara–Khujand–Dushanbe 
segment would allow both the Kyrgyz Republic and Tajikistan to bypass Uzbekistan 
in reaching markets in Russia or Turkey. The entire road badly needs upgrading and 
rehabilitation. The Khujand–Dushanbe connection currently operates well below its 
potential, while the Shakrishtan tunnel remains under construction; the Anzob tunnel 
is deteriorating, according to operators using this route. Upgrading and completing this 
road corridor would increase competition with the other routes going through Uzbekistan 
and would ultimately improve transit trade via Uzbekistan.

Once priority highway investments in each country are agreed on, complementary 
policy instruments will be needed to facilitate trade and transport and address various 
administrative barriers, as well as border crossing and transit constraints. To take advan-
tage of Kazakhstan’s more advanced and effi  cient trucking industry, such policy instru-
ments should also include a clause to allow cross-border truck trade and/or to facilitate 
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foreign direct investment in the trucking industry between Kazakhstan, the Kyrgyz 
Republic, and Tajikistan.

Finally, policy makers should consider some type of compensation mechanism to 
ensure the long-term viability of deepened regional integration. Based on Almaty’s leading 
role in the region, Kazakhstan is likely to gain the most in the short term from deepened 
regional integration. One obvious choice would be some form of subsidy to reduce trans-
port costs to Almaty from the Kyrgyz Republic and Tajikistan. This might consist of advan-
tageous backhaul cargo services off ered by Kazakh trucks, or favorable joint-ventures with 
Kyrgyz or Tajik trucking companies, or of subsidized gas prices for Kyrgyz and Tajik truck-
ers shipping goods to Almaty for consolidation. This would be a win-win deal for Kyrgyz 
and Tajik traders, who would see a decrease in transport costs in reaching regional markets, 
and for Almaty, whose regional hub function would be realized, promoting a wide range of 
multi-modal and intermediation services.

The most important policy action at the urban level would be to establish, in each 
leading city, some type of Special Economic Zone (SEZ) where infrastructure conditions 
and economic regulations are more hospitable than in the rest of the country. An SEZ 
would make each city’s business environment more a  ractive to domestic and foreign 
investors. The downside of SEZs is the inevitable distortion created in the rest of the 
national economy, but the larger the privileged area the lower such distortion will be, 
making citywide SEZs logical. This was the case in China in 1984, when 14 coastal cities 
were granted SEZ status, and in 1988, when the entire island of Hainan was assigned 
SEZ status. But this may not be feasible in these leading cities of Central Asia at this time. 
Instead focusing on a more limited area—such as an industrial zone/export processing 
zone in each city—may provide a useful start to creating highly competitive locations 
for production and export in these cities. As these limited Special “zones” demonstrate 
results in terms of investment, employment and exports, they could be expanded to 
include an increasingly larger area.

The single most important area-level policy action is to scale up the backbone infra-
structure and services provided in the macro-regions. To facilitate innovation, production, 
and trade, improvements are needed to systems and regulations for governing intra-urban 
and interurban transport, retail and wholesale distribution, and logistics and fi nancial ser-
vices. For instance, public investments may be needed to provide the transport infrastruc-
ture needed to connect the core city to its mainly agricultural hinterland, as well as the 
market infrastructure investments needed to facilitate rural-urban interactions, such as 
marketplaces, storage capacity with power and water connection as needed, and price 
information systems.

Such policy actions, representing the core of the city-led diversifi cation strategy 
proposed in this study should be undertaken for all six leading cities in Central Asia. 
This diversifi cation strategy involves three types of policy makers: city-level authori-
ties for city-level interventions, oblast-level authorities for the hinterlands of leading 
cities, and national authorities for regional-level policy actions. A close collaboration 
between all three levels of decision-making is paramount to the success of the diversifi -
cation strategy.

Additional measures recognizing the specifi c needs of each leading city should be 
considered. For instance, because Almaty is at a more advanced stage of urbanization 
than are the fi ve other cities, Almaty may require additional infrastructure in mass trans-
portation, ICT, and fi nancial services to sustain and expand its regional hub function. 
In Dushanbe and Khujand and their hinterlands, the process of land titling need to be 
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strengthened, because Tajik farmers do not have yet the freedom to farm their products 
and no land market exists in Tajikistan.

Kazakhstan, the Kyrgyz Republic, and Tajikistan have a comparative advantage 
in some agricultural products demanded by major regional markets. Horticulture in 
the hinterlands of Almaty, Bishkek, Dushanbe, Khujand, and Osh and grain in the 
hinterland of Astana could benefi t from complementary policies aimed at improving 
quality and quantity of products grown. Dairy and meat complexes around Bishkek 
and Dushanbe could benefi t from upgraded livestock activities in their hinterlands. Pro-
viding a business-friendly environment and improved access to credit, along with reha-
bilitated feeder roads and marketplaces and stronger access to technical assistance to 
meet quality requirements would help transform agriculture into a more dynamic sec-
tor. In addition, improving access to effi  cient and aff ordable transport and distribution 
services to consolidate production, along with stronger connections to external markets 
via multimodal means of transport, would help forge closer links with manufacturing 
and business services.

With the north–south corridor management institution established and macro-regions 
consolidated around the six leading cities, the creation of an innovation-intensive food 
cluster in Almaty with stronger connections to other cities becomes part of a sound regional 
diversifi cation strategy. Such a strategy could benefi t from supply links with intermediate 
products from the hinterlands of Bishkek, Dushanbe, and Khujand, and would help meet 
demand both from the Kazakh domestic market and other regional markets easily acces-
sible from Almaty via road, rail, and air.



1

C H A P T E R  1

The Need for Central Asian
Countries to Diversify Their Trade

I From Disintegration to 
Re-integration: Eastern Europe and the Former Soviet Union in International Trade (Broadman 

2005), unveiled two emerging trade blocs: one diversifying and tending to trade with 
most advanced Western countries and the other remaining concentrated on natural-
resource-intensive production and tending to pull back toward a trading area centered 
on the Russian Federation. This report concluded that countries of the second trade bloc 
needed to pursue further trade policy reforms beyond those already in place and identi-

bloc consisted of the eight new European Union (EU) members,1 while the second bloc 
consisted primarily of the countries of the Commonwealth of Independent States (CIS). 
As the transition from centrally planned economies approaches its third decade, now 
may be a good time to revisit the implications of this dichotomy.

-

model, which links growth to the accumulation of human capital, clearly demonstrate 
that developing countries can increase their productivity, and thus their prospects of 
achieving higher per capita incomes, as they move from agriculture-based economies to 
industry-based and service-based economies (Chuang 1998). Developing countries can 

intersectoral spillovers.

-

This study focuses on merchandise trade development in the Central Asian coun-

respect to city-level or disaggregated trade information makes that impossible. Begin-
-

lic, and Tajikistan, and refers to those three as “Central Asia.” In chapter 1, where only 

unless otherwise noted.
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Recent Export Performance

Central Asian countries face two daunting challenges: they are landlocked, and their 
production base is skewed toward natural resources. Their landlocked geography sig-

-

2

Export Structure

mineral fuels, lubricants, and related materials and of crude inedible materials except 
fuels by 4.9 times during the period to reach USD 49 billion. Mineral fuels, lubricants, 

-

-

4

into manufacturing products. This study makes the case that by targeting relevant mar-
kets, connecting leading urban centers to those markets, and facilitating trade along the 

-

Exports of Nonnatural-Resource-Intensive Products

Central Asian countries were Europe and Central Asia, including Russia and Turkey
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Table 1.1. Trade structure, Central Asia and Southeast Europe, 2003 and 2008

Percentage of total exports

Regions/
Year

Food
& live 

animals
Beverages
& tobacco

Crude
inedible

materials
except fuels

Mineral fuels, 
lubricants,
and related 
materials

Animal & 
vegetable
oils, fats, 

and waxes

Chemicals
and related 
products

Manufactured
goods

Machinery
and

transport
equipment

Textile 
products

Commodities

elsewhere
Total Trade 

(USD million)
2003

Central Asia 6.47 0.32 14.38 47.41 0.03 3.02 23.31 1.75 1.23 2.08 16,730
Southeast
Europe

5.58 1.19 6.75 4.71 0.18 6.25 21.54 16.95 35.92 0.94 35,946

Europe and 
Central Asia

5.19 0.63 5.23 20.39 0.27 6.49 21.79 24.92 12.63 2.48 455,874

2008

Central Asia 4.36 0.13 8.42 61.70 0.02 3.16 16.69 1.99 0.51 3.03 70,187
Southeast
Europe

6.08 1.59 6.88 8.11 0.45 7.50 24.35 24.53 18.56 1.96 94,668

Europe and 
Central Asia

4.66 0.63 4.54 29.09 0.32 6.80 18.95 23.69 7.10 4.22 1,343,808

Source: United Nations commodity trade database.
Note:
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Figure 1.1. Destination of nonnatural-resource-intensive exports from the Central Asian countries, 
2003 and 2008 (percent)

Source: International Monetary Fund Direction of trade Statistics database.
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-

regional markets (such as China and Russia toward the north and India and Turkey

consisted of manufactured goods (which accounted for 68 percent of the nonnatural-

-

-

Furthermore, in 2008, imported foods and chemicals represented 15 percent of 
imported non-natural-resource-intensive products, all from two sources: Russia (5 per-
cent) and the EU-15 (5 percent). Intraregional trade among the Central Asian countries 

trade of these goods, which require fairly accessible technology and skills.

Breakdown of Export Growth of Non-natural-Resource-Intensive Products5

-

6

As is the case for many developing countries, the intensive margin appears to be 

products and some processed and unprocessed horticultural products to the EU-15, 
Russia, and Turkey.

− −22 percent for Tajikistan and 
− -
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-

lesson for the Central Asian countries.

Figure 1.2. Sources of export growth, nonnatural-resource-intensive products, 
Kazakhstan, the Kyrgyz Republic, and Tajikistan, 2003–08 (percent)

Source:

Kazakhstan

Kyrgyz Republic

Tajikistan



Trade Expansion through Market Connection 7

-

agro-industry activities at the Central Asian level is an achievable goal.

Because Central Asian countries tend to rely too heavily on a few natural-resource-inten-

-
ited products such as agroprocessed products or clothing. Another issue is whether the 
Central Asian countries can succeed in diversifying their trading partners. Diversifying 
nonnatural-resource-intensive products into distant markets may be a long shot given 

be to target regional markets such as China, India, Russia, and Turkey, and perhaps the 

Central Asia’s production capacity.

markets.7

-

-

-

share remained low at less than 1 percent. Tajikistan’s trade complementarity with these 
regional markets stayed constant at around 5 percent, with Turkey providing the best 

-
dia and the Lao People’s Democratic Republic with China, Japan, and the Republic of 
Korea ranged from 2.9 percent to 9.8 percent, with an average value of 6 percent. Given 
the now more integrated trade between Cambodia and the Lao People’s Democratic 
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8

Figure 1.3. Average trade complementarity with leading regional markets, Kazakhstan, the Kyrgyz Republic, 
and Tajikistan, 2002–04 and 2005–08

Source:

Kazakhstan Kyrgyz Republic Tajikistan
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Republic, and Tajikistan with their major regional markets seems not to be too low a 
base to build on. Furthermore, when looking at the types of products imported instead 

the EU-15 becomes stronger, as illustrated by Table 1.2, which shows the share of the 
-

-

for by nonmatching product varieties, while the level of unmet demand accounts for a 

resource-intensive goods, the country must undertake reforms—behind-the-border, at-the-

Behind-the-border reforms refer to domestic reforms such as improving the invest-
ment climate and property rights to increase private domestic and foreign 
investment, improving production capacity by upgrading technology and pro-

Table 1.2. Complementarity gap between Kazakhstan, the Kyrgyz Republic, 
and Tajikistan and major regional markets, 2008 (percent)

Country or 
country group

Kazakhstan Kyrgyz Republic Tajikistan
A B A B A B

China 16 30 25 21 33 15
India 21 30 29 17 36 12
Russia 13 36 24 22 28 20
Turkey 13 31 26 19 30 16
EU-15 12 34 24 19 26 21

Source:
Note: A = percentage of the complementarity gap arising from nonmatching product varieties and 
B = 

countries. For any two countries, one of four outcomes is possible for every product variety: (a) it could 

for which (a) or (b) hold. Column B adds the shares for products for which (c) holds.
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production and trade deals with global producers, and adopting relevant con-
formity and assessment standards for their production processes.
At-the-border reforms
production across borders by unilaterally lowering barriers, engaging in deep 
and comprehensive regional agreements, or joining the multilateral WTO frame-

-
hood supported by intertwined economic interests or a more predictable trade 
environment in addition to lowering the costs of importing intermediate inputs.
Beyond-the-border reforms are measures to facilitate trade and transport with 
respect to international transit and to improve logistics services to reduce the 
costs of trading.

-
-

ple, relied heavily on the SEZs along its eastern coast.

to modern food processing to major manufacturing by adopting such a spatial approach. 

(agriculture) and competitive advantages (Bangkok’s hub function and agglomeration 
economies) and focused on scaling up agro-industry and agroprocessing before testing 
out other manufacturing sectors, such as integrated circuits in the late 1980s. The strategy 
unleashed Thailand’s agricultural potential by ensuring access to land, establishing insti-
tutions to complement fundamental macroeconomic policies, developing the infrastruc-
ture necessary for the development of agro-industry, and providing targeted interventions 
to some promising sectors.

which private investors were not interested and to involve the private sector at a later 

The
Patagonia Times, 29 October 2007).

-
-

World Development Report framework (World Bank 2009c), 

markets. As in the WDR2009, policy makers are advised to look at three spatial levels 

institutions that unite places, infrastructures that connect the places, and incentives that 
target areas of special need.

First, at the city level, economic density is the main challenge. Trade needs to be 
-

chy, the largest city or cities will be the focus. The key here is that these cities may not be 
-
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strategy, so that the cities become good enough at producing, say, processed food prod-

a good regulatory environment, and provide the local services that are needed for their 
operation. If the only way to do this is by using some form of SEZ, then policy makers 
will need to set up the right institutions, and provide the needed infrastructure as well as 
incentives to make it work.

the city-center—distance to economic density is the main challenge. How best to connect 

At the beginning of the industrialization process, the Thai government stabilized the price of rice at a low 

variety of taxes, including a variable export tax on rice; providing access to agricultural land; and offer-
ing incentives to large, export-oriented agroprocessors. The latter incentives ranged from reduced import 
duties on agricultural machinery to tax exemptions for up to seven years; exemptions from import duties 
on raw or essential materials, export taxes, and value added taxes on exports and local goods used to 

farmers participating in contract farming and outgrowing schemes, the government’s bilateral negotiations 
with key importing countries to lower tariffs on imports, and a government program to enhance the quality 
of agro-exports.

National Economic and Social Development Board, the Joint Public and Private Sector Consultative Com-
mittee, two coordinating agencies between the government and the business community, and the Board of 
Investment to provide incentives to develop new businesses in some selected sectors. The experience of 
the Charoen Pokphand Group, a Bangkok-based food giant, illustrates how this industrialization strategy 
was targeted at the private sector.

Charoen Pokphand was created in 1921 as a trading company importing seeds and vegetables and export-
ing pigs and eggs. The company registered with the Thai government in 1951 and opened a feed mill in 

sold seeds to farmers, but also bought and processed farmers’ crops. In 1976, the company moved into 
poultry farming following an announcement by the Board of Investment that the incentives to develop new 

-
pany entered into a joint venture with an American company, Arbor Acres, which continues to provide the 
Charoen Pokphand Group with chickens. The Charoen Pokphand Group also entered into joint ventures 

Thailand, including guaranteeing loans to farmers from commercial banks, from the Bank of Agriculture, 
and from agricultural cooperatives.

By 1979, the company controlled 90 percent of Thailand’s poultry exports and 40 percent of the domestic 
animal feed business. It also used the Board of Investment incentives to establish its own trading company, 

operating within the agribusiness, retail, and telecommunications markets, the company employs more 
than 250,000 people worldwide and its sales for 2006 were USD 14 billion.

Source:

Box 1.1. The Thai experience of agriculture-led industrialization
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makers may also consider establishing institutions to facilitate the economic interaction 
between the city and its hinterland, along with local infrastructure to connect production 

farmers.
-

tries are the challenges to be overcome. Regional integration can help to scale up supply 
capacity, while global integration will help to scale up demand. Because Central Asian
countries are isolated, quite small, and obviously highly interdependent, formal and 
informal mechanisms are necessary to pool resources and punch above their individual 
weight when negotiating access to Chinese or EU markets, for instance. The principle 
suggested in the WDR2009 is to “start small, think global, and compensate the least 
fortunate.”

Start small: Do not go for big formal agreements, but start with manageable, 

Think global: -
where, such as China, India, Russia, and Turkey, as argued in this chapter.
Compensate the least fortunate:

complementary service activities, so policy makers would need to provide some 

the region’s other leading cities to the hub.

In countries with tough economic and physical geography, leading cities and their 

-
kek and Osh), and Tajikistan (Dushanbe and Khujand) (Figure 1.4). The study is limited to 
these three countries because of easy access to the data needed, but the framework devel-
oped could easily be replicated in other Central Asian countries if their data became avail-

to the business environment and the connectivity to markets, and proposes a framework 

Notes

Slovenia.
2. EU-15 refers to the 15 countries that were members of the EU before the May 1, 2004, enlargement, 

the Netherlands, Portugal, Spain, Sweden, and the United Kingdom.

Macedonia, Montenegro, Serbia and Romania.
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= x x n ni( ) −( ) −( )2 1 1 1 ,  where 

-

TCik = 100 − Σj abs(mik −
xij xij is the share of good i j and mik is the share of good 
i in all imports of country k.

Figure 1.4. The north-south road corridor linking the six leading cities 
(line added)

Source: Authors.
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C H A P T E R  2

The Constraints Facing 
Central Asian Leading Cities

Central Asia’s largest cities—Almaty and Astana in Kazakhstan, Bishkek and Osh in 
the Kyrgyz Republic, and Dushanbe and Khujand in Tajikistan—are also the places 

with the most diverse production and the main exit points for exports of goods and 
services. Yet their potential for trade expansion will materialize only if the agglomeration 

external markets, the six cities lack scale in production and still face high transport costs 
to their export markets.

To assess the constraints facing these leading cities, the study team undertook three 

their constraints to participating in global value chains (Thomsen 2009). The second was 

identify constraints to their expansion (M-Vector 2009a, 2009b, 2009c). The third was 
an in-depth study of the export potential of horticulture in the hinterlands of Bishkek, 
Khujand, and Osh (Global Development Solutions 2009). These background studies were 
complemented by data from Doing Business (International Finance Corporation and World 
Bank 2009), the 2008 and 2009 business environment and enterprise performance survey 
(BEEPS), and statistics provided by the statistical agencies of the three countries.

The Constraints to Production Capacity within Countries

In Central Asia, as in other developing regions with disadvantageous geography, rent-
seeking behavior and elite capture of local governments in cities and their hinterlands have 
limited the potential of positive spatial externalities, reducing access to quality inter-
mediate goods and services and contributing to low returns on investment. Furthermore, 
because some national governments tend to spread their limited capital expenditures 
thin to provide growth-sustaining infrastructure for lagging regions, authorities in lead-
ing cities are often responsible for raising capital needed for expanded infrastructure. 
This increases perceptions of risk among potential investors, both domestic and foreign, 
who tend to prefer to engage in activities with safe returns, such as real estate, or to 

agglomeration economies generated by Central Asia’s leading cities should build on 
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the comparative advantages of each city’s hinterlands to establish production networks 
to channel raw materials to processing facilities in the leading cities. The means for 
facilitating such internalization are backbone services and infrastructure, and business-
friendly business environments.

Constrained Backbone Services and Infrastructure

processing and packaging services (for instance, to transform low-value and perishable 
fresh cherries into higher-value cherry soda, cherry jam, and cherry candy). Such activities 

because of the congestion costs caused by overcrowded urban transportation systems or 
sprawling informal retail trading. Unless economies of scale in key backbone services 
are high enough and diseconomies of scale caused by congestion costs are contained, a 
city’s production capacity will be constrained. This seems to be the case for Central Asia’s 
leading cities.

LIMITED BACKBONE SERVICES FOR FIRMS. The global value chain analysis (Thomsen 2009) of 

managers or owners interviewed have borrowed from local banks. Most respondents 
noted that loans from local banks are possible to obtain, but only on a short-term basis, 

prices up-front. As a consequence, most businesses tend to use their capital just as work-
ing capital, for example, to buy supplies, and consider investment in new equipment to 
be beyond their reach.

of the collateral required for a loan in Almaty, Bishkek, and Dushanbe is lower than 
the average collateral required in Europe and Central Asia as a whole (133 percent), 

in these three cities than the 44 percent average in Europe and Central Asia. Furthermore, 

as a major constraint, compared with an average of 24 percent for Europe and Central 

and Dushanbe.
BEEPS data also indicate that the power supply is more unreliable in Bishkek and 

Dushanbe than in Almaty (Table 2.1). The economic impact of power unreliability is impor-
tant in the Kyrgyz Republic and Tajikistan given estimated losses of 13 and 19 percent, 
respectively, of the value of annual sales. The unevenness of the power supply in Dushanbe 

Company, which manufactures aluminum products from imported ores.
-
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information and communication technology (ICT). ICT plays an important role in reducing 
the economic distance to markets and integrating urban centers. Such technology helps 
with negotiations, reduces the need for travel and transportation, and reduces information 
distortions by allowing easy cross-checking of available information.

lag substantially behind developed countries with respect to the Internet and the ICT
sector in general (Table 2.2). For example, in developed countries, 20 to 36 percent of the 
population connects to the Internet via broadband, compared with 7 to 14 percent with 
a basic Internet connection overall in Kazakhstan, the Kyrgyz Republic, and Tajikistan.

Tajikistan (Table 2.2), perhaps because of higher prices paid by business users than by 
household users in Kazakhstan.

Unleashing the potential of Central Asia’s leading cities will require collaborative 

By coordinating and cooperating on providing and improving infrastructure, smaller 

types of regional infrastructure that enhance productivity, mobility, and trade between 
countries:

Productivity-enhancing regional infrastructure.

Table 2.1. Access to selected backbone services in leading cities of Kazakhstan, the 
Kyrgyz Republic, and Tajikistan, and in Europe and Central Asia, 2008 and 2009

Backbone
services BEEPS indicators Almaty Bishkek Dushanbe

Europe & 
Central Asia

Financial services 31 27 33 44

Value of collateral needed for a loan 108 126 125 133

36 30 30 24

4 6 9 5

6 5 19 n.a.

6 13 19 4

technology

26

92

69

12

63

40

8

59

31

17

n.a.

48

Source: BEEPS data. The data are for 2009 for Almaty and Bishkek and 2008 for Dushanbe. Information on 
Astana, Osh, and Khujand is not readily available.
n.a. = Not available.
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network—regional cooperation can help build a sound regulatory framework, 
as illustrated by rising use of mobile telephones and the Internet in many devel-
oping countries. This increases productivity and enhances both intraregional 
and global trade, for instance, by keeping traders informed about problems 
along transit corridors and reducing the costs and risks of transport.
Mobility-enhancing regional infrastructure. Developing countries need to foster 

can increase capital mobility, especially vital for small countries, because small 

less able to diversify investments and operational risks. In addition, regulatory 
infrastructure tends to be more costly and of lower quality than in large markets, 

in smaller markets.
Trade-enhancing regional infrastructure. Good transport infrastructure reduces 

reductions or trade facilitation programs (Shepherd and Wilson 2006). However, 
-

cratic delays and other delays, both at border crossings and within countries, 
highlighting the need for complementary behind-the-border and beyond-the-
border reforms.

OVERCROWDED URBAN TRANSPORTATION SYSTEMS.
from the World Bank, in 1994, was for an urban transport project (World Bank 1999). One 
objective was to restore public transport capacity to adequate levels of service quality in 

Astana in 1997, when it became the capital. Another objective was to improve the institu-
-

transport services across the country, to a point where the main challenge now is the 
-

ulatory provisions. Indeed, after city governments began awarding route licenses by 
competitive bidding, many small private operators have also exercised their right to do 

Table 2.2. ICT performance in Kazakhstan, the Kyrgyz Republic, and Tajikistan, 2007

Item Kazakhstan Kyrgyz Republic Tajikistan
80 41 35
21 9 5
12 14 7

a 31 265 104

+ a n.a.

Source:
n.a. = Not available.
aData are for 2008.
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business without route licenses under general competition laws. The lively competition 

two mutually exclusive approaches (competition for market share and competition in the 
market) has caused confusion among operators and has exacerbated their already precari-

This regulatory challenge also needs to be addressed in the Kyrgyz Republic and 
Tajikistan. In addition to regulation constraints, the leading cities of both the Kyrgyz 
Republic and Tajikistan also face decaying urban roads because of poor maintenance. 
Intra-urban roads in Bishkek and Osh are in particularly poor condition, with potholes 
along major arteries more the rule than the exception. Municipal budgets and national 

to ensure the competitiveness of each country’s two leading cities, at least, by providing 
them with urban road networks and appropriate transport regulations.

UNDERDEVELOPED DISTRIBUTION SYSTEMS. Shops and bazaars are the main distribution 
outlets in many Central Asian cities, although to a somewhat lesser extent in Almaty and 

Kazakhstan.
The World Bank (2009a) documents the role that bazaars play in trade in Central 

Asia. The study describes three types of bazaars: international bazaars, which service 
the domestic market and also supply bazaars in other Central Asian countries and 

range of products and often act as re-export platforms as well as venues for exports of 
domestic products. Bazaars are cheaper to build than more formal trade venues, such 
as malls, and this major advantage helps explain the rapid expansion of bazaars over 
the last decade.

traders and sellers, most bazaars lack modern sanitation and storage systems, raising 
hygiene and food safety concerns, and tend to have poor water and electricity services. 
Some of the bazaars are literally wet markets with mud surrounding the stalls. The

Table 2.3. International bazaars, selected cities, 2008

Bazaar and city Number of sales outlets
Estimated monthly 

sales (USD millions)

Share of estimated 
monthly sales that is 
wholesale (percent)

211 60
331 80

94 80
19 30

Source: World Bank (2009a).
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bazaars also add to urban congestion. To unleash the potential of their distribution 

this traditional distribution channel to thrive while ensuring that bazaars are endowed 
with the minimum public amenities needed to guarantee food safety and traders’ security. 
Programs undertaken in East and Southeast Asia to upgrade the traditional distribu-
tion sector provide some insights on how to proceed (Box 2.1). A number of developing 
countries have adopted policies that encourage the development of supermarkets and 
that regulate wet markets to modernize commerce, lower food prices and congestion, 
and increase public hygiene and economic competitiveness.

Another important constraint facing the distribution sector in Central Asia’s leading 
cities is inadequate storage facilities. While Kazakhstan is well ahead of the two other 
countries in terms of storage, problems exist in all six leading cities. Kazakhstan’s overall 

well as facilities to store railroad cars. The cost of storing a railroad car is approximately 

areas and further away. Cold, warm, and dry storage are all available. Representatives 
of all the facilities interviewed for this study noted that they charge rent by the month, 
with the average cost for dry storage per square meter, inclusive of value added tax, 

USD 8 per month, with long-term leases negotiable on 10-year terms (Global Development 
Solutions 2009).

Kyrgyz entrepreneurs interviewed for this study report uncompetitive behavior 
in the storage sector in Almaty, where storage space is readily available for Kazakh 
entrepreneurs, but entrepreneurs from other countries appear subject to rent-seeking. 
This practice prevents modernization of agriculture, due to limited storage capacity 
in the Kyrgyz Republic (Table 2.4). Furthermore, in the hinterlands of the two leading 
Kyrgyz cities, farmers are reluctant to store their produce in storage facilities because 

to be repaired.

during the Soviet era and few have been renovated since. Many Tajik storage facilities are 

the fruit and vegetables processing sector in the Sughd region (capital, Khujand) in 

capacity. Much of the fruit and vegetable harvests every year spoil because of inadequate 
or no storage facilities. Even though prices of agricultural produce increase in the winter, 
farmers still prefer to sell their produce at a lower price during the harvest season, rather 
than risk storage to sell their produce in the winter. While the Sughd region seems to 

given that electricity is rationed during the winter in Tajikistan and storage facilities are 
not guaranteed access to electricity.
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Option 1: regulate modern retail.

laissez-faire

Option 2: upgrade traditional retail.

Option 3: upgrade wholesale markets to better serve retailers and farmers.

Option 4: help farmers become competitive suppliers to supermarkets.

Box 2.1. Policies for Competitiveness with Inclusiveness in the Supermarket 
Revolution, East and Southeast Asia

Source: Adapted from Reardon and Gulati 2008.
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Constrained Business Environment

extortions, and excessive involvement of the political elite in business, tend to weaken 

foreign investors. In countries with weak institutions such as Kazakhstan, the Kyrgyz 
Republic, and Tajikistan, overcoming these kinds of constraints may take a long time. 
If leading cities could improve their business environment, this could initiate transfor-

internal and external operating environments.
CONSTRAINED INTERNAL OPERATING ENVIRONMENT. The latest BEEPS surveys raise major 

in the Kyrgyz Republic, and 17 percent of those in Tajikistan reported having an inter-

Table 2.4. Storage capacity, leading cities and their hinterlands, Kyrgyz Republic, 2008

Location Number of warehouses
Total storage capacity 

(in m2)
Total cold storage 
capacity (in tons)

209 51
Aravanski 0 0

7 510 0
1 220 0

Batken 29 7
Bishkek 884

10 0
Kant 4 400 0

0 0 0

Source: Statistical Agency, Kyrgyz Republic.

Table 2.5. Storage facilities, Sughd Region Districts, Tajikistan, 2006

District
Fixed asset value 
(USD thousands)

Number of 
warehouses

Storage
area (m2)

Vegetables 
stored (tons)

Melons
stored (tons)

Nuts stored 
(tons)

Asht 17 3 181 30 9 0.3
2 4 900 300 0 55.0

Isfara 246 3 190 38 5.0
Istaravshan 51 2 385 300 95 6.0

86 3 657 110 3 45.0
85 2 496 165 36 2.0

Mastchoh 20 2 132 35 15 0.0
11 2 500 140 25 0.0
4 1 60 160 55 3.0

Source: Global Development Solutions 2009.
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the Kyrgyz Republic, and 24 percent in Tajikistan reported using technologies licensed 

of interviewees in Kazakhstan, 26 percent in the Kyrgyz Republic, and 21 percent in 
Tajikistan reported having their own Web sites, compared with 63 percent in Armenia.

with 63 percent in Kenya.

at the periphery of Osh that is serviced by a railway junction, a high voltage power 
line, and hot water pipes. The plant covers 40 hectares, including an 8-hectare factory 

thousands of people, the plant closed because of decreasing demand during the global 

textile sector is its obsolete production equipment, which cannot compete with more 

equipment and expand the reach of its products, but potential investors have so far been 
discouraged by perceived low returns to investment, along with the current economic 

equipment still dates back to the Soviet area.
Another constraint to industrial expansion, particularly in the food and textile 

industries, appears to be fragmentation of the production chain into small-scale, poorly 
equipped operators. Such fragmentation leads to low quality and low quantity of raw 
materials for the food industry, and therefore to safety and quality issues. Fragmentation 
has also blocked development of a shadow textiles sector, whose production and market 
knowledge cannot be harnessed to scale up the sector.

While Kazakh, Kyrgyz, and Tajik food products have so far enjoyed easy access to 
CIS markets, the increasing share of supermarkets in Russia’s retail trade will soon make 
food safety and quality the main binding constraints facing exports to CIS markets. Almaty 
and Astana are following the Russian lead. CIS standards, which are the same standards 

oversight and safety mechanisms. More robust systems for managing microbiological 

the hazard analysis critical control point (HACCP) system as their reference food safety 
-

of the food industry.
Urban consumers’ tastes and quality perceptions are becoming a major factor in 

products as “anonymous products, poorly labeled, in unfashionable, outdated packag-

quality, with sensory and physical characteristics impaired by insensitive over-processing, 

Central Asian cities. All the necessary upgrading processes are increasing returns to scale 

and their hinterlands through public-private partnerships.
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CONSTRAINED EXTERNAL OPERATING ENVIRONMENT. The country-level BEEPS indicators 

cities are operating. The most challenging issues appear to be permits and licensing, 
regulation and tax issues, and corruption (Table 2.6). With respect to permits and licensing, 

Europe and Central Asia as a whole, although some of the individual country indicators 
are worse. The situation appears to be worse in Kazakhstan than in the Kyrgyz Republic 

Table 2.6. External business environment constraints, Kazakhstan, the Kyrgyz 
Republic, Tajikistan, and Europe and Central Asia

BEEPS indicators

Europe & 
Central

Asia, 2009
Kazakhstan,

2009

Kyrgyz
Republic,

2009
Tajikistan, 

2008

Licensing operating license
26 32 18 23

78 68 65 63

16 23 10 14

16 25 16 17

Regulation and 
tax issues

Percentage of senior 11 5 5 12

2 3 2 2

40 46 48 56

constraint

21 24 32 17

Corruption 17 23 38 41

to give gifts to get an operating 
license

13 30 26 39

13 25 39 33

to give gifts to secure a 
26 55 56 31

constraint

34 44 59 38

Source: BEEPS data.
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The corruption indicators for all three Central Asian countries are worse than the average 

To determine how private operators involved in trade were faring in the current 
business environment, a survey covering distribution and transport logistics service 

Major constraints to the business environment (Table 2.7) include the two most common 
administrative barriers reported: unregulated competition from the informal sector 
(leading to high congestion costs and a distribution and transport logistics services 

sphere (increasing their opportunities for extorting bribes). Respondents reported that 

infrastructure endowments in the cities. Respondents also mentioned customs and trade 

the poor business climate.
Distribution and transport companies tend to sell almost all their products or services 

businesses, 42 percent want to expand outside Astana and Almaty, but within Kazakhstan 

leading cities translate into high transport costs, as illustrated by the case of Tajikistan, 
where domestic transport costs between Dushanbe and Khujand are higher than the cost 
of exporting a container of the same weight from Moldova to the United States (Table 2.8).

The Constraints to Market Accessibility across Countries

Central Asia’s transport network was built to reinforce the interdependence of the 

Table 2.7. Main business environment constraints facing distribution and transport 

Constraint
Astana and Almaty, 

Kazakhstan
Bishkek and Osh, 
Kyrgyz Republic

Dushanbe and Khujand, 
Tajikistan

issues affecting transport 
and logistics services

affecting transport and 
logistics services access

access
Top three other external 
factors affecting transport 
and logistics services regulations

regulations regulations

Source: M-Vector 2009a, 2009b, 2009c.
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Kazakhstan, the Kyrgyz Republic, and Tajikistan and mobilize policy makers and busi-
ness communities to cooperate on a regional initiative, with the understanding that 
such cooperation could result in increasing returns to scale in transport and logistics. By 
cooperating with Kazakhstan on transport and trade logistics, the Kyrgyz Republic and 

market accessibility fall into two categories: transport and logistics services, and inter-
national transit.

Constrained Transport and Logistics Services

costs in landlocked developing countries as unreliability of deliveries, monopolistic 
trucking services, and unnecessary overheads and informal payments. Few traders 
in landlocked developing countries have access to door-to-door logistics services and 
instead rely on an extended chain of distinct operations involving many procedures, 
agencies, and services, all of them prone to rent-seeking and overregulation. Transporters 
along trade corridors operate under systems that limit productivity, discourage com-
petition, and often perpetuate poor quality services and excess capacity, raising prices up 
to as much as double what they should be. The study estimates that the complications of 
border crossings add additional overhead charges that make prices to shippers between 

a constrained business environment leading to untapped backhaul cargo capacity. The
increasing cargo capacity bringing imports to Central Asia could be harnessed to scale 
up exports to the countries of origin of these trucks.

A two-tiered trucking industry seems to have emerged in Kazakhstan, the Kyrgyz 
Republic, and Tajikistan. This consists of a modern sector using relatively new, envi-

Table 2.8. Domestic freight rates, Tajikistan, 2009

Distance (km) USD per 10 tons of freight
12 14–112
56 242
99 546

204 909
206
287

a

341
421
448
524

Source:
aData from Doing Business 2009.
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unsafe trucks. As the World Bank (2009b) highlights, this two-tiered system can create a 
dilemma for regulators, who in principle should strive to enhance the workings of the 
market while balancing the interests of customers, carriers, and the environment, and 
among carriers, who balance the interests of the modern and informal sectors. More often 
than not, the regulators are captured by the modern sector and may design a queuing 
system to keep informal operators out of the organized part of the market and keep 

charge commissions as forced intermediaries between shippers and carriers. This tends 
to reduce truck utilization, increasing unit costs per ton-km of carriage. Restricting com-
petition protects monopolistic pricing and inhibits the development of higher-quality 
services required by modern supply chains.

one-way, mainly bringing cargo from China to Central Asia. This is due to sizable Chinese 
customs duties, high transport costs within Central Asia, and poor cargo consolidation 
services.

Although the Osh–Bishkek–Almaty and Osh–Batken–Khujand routes are used for 
both imports and exports, the Osh–Sary Tash–Irkeshtam road in the south of the Kyrgyz 
Republic has so far been used only to import Chinese goods to the Kara Suu bazaar 
(Figure 2.1). Of the 30 transport companies operating in Kara Suu, only three import 
products from Dubai, the Islamic Republic of Iran, and Turkey (through Uzbekistan), 

(highlighted in yellow in Figure 2.1). Goods imported are garments, electronics, and 

to USD 4,000, but goods are reloaded onto smaller trucks at Irkeshtam to pass through 
the mountainous border region.

The Tajik situation illustrates how many more Central Asian products could reach 
regional markets by using the cargo capacity of empty trucks departing the leading 
cities. Thousands of trucks leave Tajikistan empty each year. Between 2007 and 2008, 
the number of empty trucks departing from Tajikistan increased by 10,000 to reach 
21,317 (Table 2.9). Of empty trucks departing in 2008, 43 percent were Tajik trucks and 
42 percent were from non–CIS countries. By facilitating freight consolidation services, 
Tajikistan could tap into this potential to scale up its existing exports of agricultural and 
agro-processed products.

Cargo consolidation services are generally poorly developed in Central Asia. The
current requirements for such services are complex and do not allow freight forwarders 
to engage in all the types of activities customers might require. Multimodal transport is 
also poorly developed in the three countries studied, with Tajikistan having only one 

which increases their costs. And while prices and storage capacity in Almaty would 
theoretically allow the city to be a logistics hub, this is not yet the case. Current obstacles 
include value added tax collected on goods not in transit (due to lack of a developed 

(Global Development Solutions 2009).
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Figure 2.1. The Kyrgyz Republic’s Direct Connections to China

Source: Authors.
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Box 2.2. Yashar Bar, a Multimodal Freight Forwarding Company Operating 
from Khujand

Source: Interview by a local consultant with a Yashar Bar representative in Khujand, May 2009.

Table 2.9. Truck cargo between Tajikistan and selected destinations, 2007 and 2008 
(number of trucks)

Arriving cargo vehicles Departing cargo vehicles
2007 2008 2007 2008

Country or region With goods Empty With goods Empty With goods Empty With goods Empty
310 585

Afghanistan 381 34 348 9 280 711
China 273 232 224 243

2 2 616
Turkey 0 1 899

CIS countries 340 255
14 16 786 802 662

221 87 713 691 742
527 0 762 0 2 524 0 755

Russia 172 91 272 131 41 112 14 171
10 739 5 418 702 245 495

Total

Source: Ministry of Transport, Tajikistan.
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Challenges Posed by International Transit

Given their challenging physical geography and limited domestic markets, Central 
Asian countries need to promote trade and become globally integrated to improve 
their export competitiveness. In doing so, however, they face numerous hurdles, such 
as border delays, visa requirements, corruption, and poor transport facilities, which 

are the second most important market accessibility constraint facing Central Asia’s 
leading cities and are particularly burdensome along the north–south road corridor 
linking the six leading cities.

CONSTRAINTS ALONG THE NORTH–SOUTH ROAD CORRIDOR.
corridor, as well as for the other corridors crossing Central Asia, include customs val-

through Uzbekistan, and costs of informal payments and convoying. Across the entire 
region, customs valuation is unclear and inconsistent and is based mainly on importers’ 
declared value or weight, which favors informal payments to lower the valuation and 
which also reduces customs proceeds. Customs declarations are largely handled manu-
ally, although they are partly automated in Kazakhstan and the Kyrgyz Republic. The
documents required for clearance vary from country to country and are excessively 
numerous (10 to 13 documents, compared with 6 in Moldova). In addition, brokerage 
services for customs operations seem quite expensive for small and medium-sized traders: 

a typical declaration.

limited use of risk management to control trucks and of payment guarantees. By reg-
ulation in all three countries, all import cargo must be unloaded for inspection prior to 
clearance and release (no risk management), a costly and time-consuming process that 
encourages informal payments to speed it up. In the Kyrgyz Republic and Tajikistan,

system handles each customs-related operation separately—in-bond transportation, bonded 
warehousing, and customs brokerage—thus promoting informal payments to simplify 
the procedure.

Another challenge is that transiting Uzbekistan by either road or rail creates 
uncertainties about delivery times and costs. Otherwise, Central Asian countries would 
likely diversify their food product exports to Afghanistan, Bahrain, Jordan, and the 
United Arab Emirates. Transiting through Uzbekistan is also becoming increasingly 

-
national Routier seals—a violation of international transit law that increases delays and 

(plus an extra USD 30 for non-Transport International Routier trucks), truckers are 
assessed an estimated USD 1,000 in informal payments per truck. Non-Uzbek Central 
Asian truckers need a visa to drive through Uzbekistan and must pay an escort fee of 
USD 1 per kilometer. Even Kazakh truckers, who used to pass freely through Uzbekistan, 

-
port Uzbek products on empty Kazakh trucks. In 2006, only 1,000 such permits were 
issued, one-third of the 3,000 requested. Tajik truckers report that each time they cross 
Uzbekistan, they are deliberately delayed for at least four hours, in addition to the time 



World Bank Study30

taken for unloading and loading and waiting at customs control points, thereby incur-
ring additional expenses in bribe payments and operating costs. Finally, Uzbek border 

entire month, creating disruptions in trade and transport operations.
Once the Osh–Batken road that avoids Uzbek territories (road highlighted in green 

and Dushanbe are fully operational, crossing Tajikistan via Isfara, Khujand, Dushanbe, 
Kurgan Tybe, and Nijny Panj en route to Kabul will become user-friendly and competi-
tive. This will allow access to markets such as the Islamic Republic of Iran, Turkey, and the 
Gulf countries. If the Kyrgyz Republic and Tajikistan cooperated in a joint declaration to 

to speed up its completion, this road could be added to the list of CAREC priority 
corridors. Until then, the best road corridor for traders in the Kyrgyz Republic and 
Tajikistan is the northern connection via Bishkek, Almaty, Astana, and Petropavlovsk 

-
riers translate into large informal payments that deter trade expansion along this route.

In 2008, the Agribusiness Competitiveness Center in the Kyrgyz Republic con-
ducted a monitoring study that documented all administrative barriers and informal 
payments along the Kyrgyz corridor for a 19-ton refrigerated truck of black cherries 
from the rural Markaz District in Batken region to Russia via Osh, Bishkek, Almaty, and 
Astana (Agribusiness Competitiveness Center 2008). To obtain the required shipping 

-
ecution department, and other local authorities). By contrast, the services of a customs 

-

free.) Along the way from Osh to Bishkek, the trucker made the following informal pay-
ments at various checkpoints:

-
mal diseases—the trucker paid the equivalent of USD 7 so that the control agent 

Chychkan ecological control terminal (419 km from Osh)—the trucker made an 
informal payment of USD 24 to pass through.

Truckers driving Kyrgyz trucks incur all these costs on the domestic leg of a jour-
ney. Reportedly, foreign carriers pay almost twice as much. Truckers must also make 

Truckers can face many other challenges, including how long they must stay in 
transit or destination countries. Consider a truck going to an EU country. The number 
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Eastern and Central European countries that must now abide by EU regulations govern-

forth, a driver might need to spend up to 20 days in EU countries. Yet transit visas are 
valid only for 10 days and visa extensions are not guaranteed.

Finally, in the absence of a guarantee against the value of the load, convoying is usu-
ally required for customs transit under the national road transit systems in Kazakhstan
and Russia. But one major problem with convoying is the high fee charged for the ser-
vice. According to existing regulations, customs convoying rates in Kazakhstan range 

Finally, all vehicles in a convoy must arrive at the exit border crossing point together, 

CONSTRAINTS TO THE REGIONAL HUB FUNCTION OF ALMATY. Almaty has the potential to serve 
as the major Central Asian hub, but those transporting goods via Almaty to reach larger 
neighboring economies face many constraints, including the underdevelopment of in-
ternational logistics and issues associated with the railway system. Air transport is still 
extremely expensive. Road transport is competitive and an area of potential growth, but 
is still hampered by multiple informal barriers to international transit and cumbersome 
border crossing operations.

meters of active warehouse space. The distribution network is quite well developed, 
-

tation, Almaty’s multimodal transportation is not well developed, forcing traders to use 
-

ern, fully equipped logistic centers that could provide freight forwarding and customs 
services at an international level do not yet exist.

While rail is the most used mode of transportation in Kazakhstan, the future of rail 
transit through Almaty will depend on the city’s ability to absorb high maintenance costs 
for planned rail additions, to overcome problems related to incompatible rail infrastructure 
between Kazakhstan and its trading partners, and to remove unnecessary delays and reg-

are not disaggregated by oblast, so determining how much rail transport moves in and 

Almaty by air and 129 million tons by road (appendix 2). Kazakhstan’s 14 international 
railway junctions include 9 with Russia, 3 with Uzbekistan, 1 with the Kyrgyz Republic,
and 1 with China—at Dostyk–Alashankou, the main railway connection between China 

destinations (transit trade accounts for only a small share of freight passing through 
Dostyk–Alashankou). Estimated carriage costs between Almaty and major regional mar-

Excellent rail connections between Almaty and Moscow do not traverse Uzbekistan. 
Turkey and India are accessible via Uzbekistan and Turkmenistan. But because Central 

Republic of Iran, and from the separate Indian gauge, shipping fresh produce via rail 
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shipped in containers to lessen potential damage during unloading and reloading. Such 

ship goods that do not require refrigeration, or when shipment time is not critical.
-

nalization, computer systems, and communication, although its rail system is generally 
more mature than those in the Kyrgyz Republic and Tajikistan. Kazakh authorities plan 
to build two main railway links totaling 4,800 kilometers from Astana to Aktogai via 
Pavlodar and Semey and from Shu and Arys to Kokshetau via Kandyagash in Aktobe
Oblast.

Railway shippers complain regularly about poor up-front examinations before trips 
on rolling stock required by the state railway company, Kazakhstan Temir Zholy, which 
uses old and worn-out freight cars. Shippers must lease cars and reorganize wagons to 
the desired length at their own expense. Burdensome informal payments, collected via 
the queuing system managed by Kazakhstan Temir Zholy, cause delays for shippers 
waiting to be assigned cars. Because Kazakhstan Temir Zholy is a quasi-monopoly with 
limited cars, shippers must submit requests one month before they require the cars to 
allow Kazakhstan Temir Zholy time to coordinate transportation with targeted coun-

either air or road transport.
Although much more open to competition than rail, air transport services remain 

extremely expensive. All air freight out of Almaty is brokered by a single agent, Europe

Table 2.10. Average carriage costs to selected destinations by way of Almaty, 
Kazakhstan, 2009

Destination
Item Delhi Istanbul Moscow Urumqi

a 2 1.90 2.20 2
2 2 3 1

20+ 20+ 20+ 20+

n.a.
n.a.
n.a.

n.a. n.a. n.a.
2 n.a. 5–9 n.a. n.a.

n.a. 0–200 n.a. n.a.
n.a. 50–500 n.a. n.a.
n.a. n.a. n.a.
n.a. 0–50 n.a. n.a.

Source: Data from Global Development Solutions 2009.
n.a. = Not available.
aCosts are approximations.
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Asia Transit, and it is impossible to purchase cargo space directly from any airline. Air
cargo rates from Almaty to key destinations, listed in Table 2.11, make the cost of ship-
ping fresh produce to any of these markets by air prohibitive, even without analyzing 
other costs involved in growing and delivering produce to Almaty.

Kazakhstan’s road transport services are the most competitive of all Central Asian
countries, with haulage rates from Almaty to key destinations shown in Table 2.12. Yet 

availability and direction of travel. A truck hired to go from Almaty to Urumqi, for 

Table 2.11. Cost of air freight from Almaty to selected destinations, 2009 (USD)

Flat rate Additional cost per kilogram
Destination Up to 20 kg 20 to 45 kg 46 to 100 kg 101 kg to 300 kg 301 to 500 kg More than 500 kg

64.8 2.60 2.40 2.20 2.20 2.20
Delhi 53.3 2.60 2.40 2.40 1.60 2.00

71.9 3.28 2.20 1.90 1.80 1.60
88.4 3.00 2.90 2.20 2.20 2.10

Source: Global Development Solutions 2009.
Note:
Almaty, but Europe Asia Transit stated that no cost information was available at the time of the study. 
The following is a breakdown of the charges.

Fuel fee: USD 0.14/kg
Invoice fee: USD 11

Processing, handling at warehouse: USD 0.13/kg (minimum charge of USD 13)
Air documents: USD 23
Temporary storage warehouse entrance fee: USD 8/entry
Heavy baggage (over 80 kg): USD 11

+ USD 12 for each additional page of the manifest.
Passport of business owner if invoice is greater than USD 10,000
Documentation of customs value: USD 12/page

Industry and Trade with the approval of Ministry of Agriculture that is usually free, but requires 
reporting to various government entities.

with a minimum bribe of USD 300.

Table 2.12. Haulage rates and times for an 86-square meter, 19-ton truck from Almaty 
to selected destinations

Price (USD)
Destination Refrigerated truck Canvas-covered truck Time (days)

10–12
4–5
4–6

Source: Global Development Solutions 2009.
Notes: Rates to India could not be obtained. Rates vary depending on various factors (cargo, season, 
packaging, and so on). The rates shown do not include customs procedures at departure and destination 
points, optional cargo insurance (0.3 percent of the value of the shipment), and bribes.
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the cost may be 4 times as much. Similarly, dry shipments from Moscow to Almaty, which 

to Almaty, or USD 1,000 more than from Almaty to Moscow.
The rates shown appear reasonable, especially when compared with the cost of 

trucking from Bishkek to Moscow, which averages USD 8,000 when using a Kyrgyz 
company. Kazakh trucks obviously enjoy some privileges that Kyrgyz and Tajik truckers 

either Kyrgyz or Tajik trucks. But whether transport is by road or rail (or possibly by air), 
it appears that everything is subject to negotiation.

Trucking is the most common means of transporting perishable goods out of Almaty.

availability and good prices. With Almaty as a transport hub, trucks and railroads 
(particularly westbound) would be the most economically feasible modes of transport. 
Rail could serve the more durable commodities (dried fruits and processed goods), while 
trucks could be used for perishable items requiring refrigeration and shorter delivery times.
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C H A P T E R  3

Why Agglomeration is Important
Potential of Leading Cities

In the early 1980s, China opened its economy to world trade by establishing four special 
economic zones (SEZs) along its southeastern coast in Shantou, Shenzhen, Zhuhai in 

Guangdong Province, and Xiamen in Fujian Province. Since then China has established 
many other SEZs, and is now the world’s largest manufacturing country, exporting every-
thing from textiles to advanced electronic goods. During the same period, Bangladesh also 

of the country. Currently, Bangladesh has eight economic processing zones involved in 
producing a range of manufactured goods and run under the auspices of a single authority 

zones overtook traditional sugar exports to become the country’s main sources of foreign 
exchange, employment, and exports. These and other developing countries such as India, 

strategies by creating SEZs, sometimes going against orthodox economic advice that focuses 

An SEZ can result in trade expansion and growth if it exploits natural and economic 
geography advantages, but an SEZ is not an economic panacea. Of more than 2,000 export 
processing zones in existence today, few are success stories, possibly because of such fun-
damental geographical factors as the size of domestic markets and the lack of access to 
leading world markets. So why do some succeed? China has a large domestic economy, 

kilometers from the country’s major seaport and seven kilometers from an international 

maquiladoras

Tunisia.
By contrast, Central Asian countries must cope with extremely disadvantageous 

ranges and deserts, while security concerns in Afghanistan present a transit barrier to 
the south. The western route via Turkmenistan and the Islamic Republic of Iran to the 
port of Bandar Abbas or to Turkey is considered a second-best alternative because of 
uneasy relations between Tajikistan and Uzbekistan; complicated transshipment must 
occur at the border between Turkmenistan and the Islamic Republic of Iran, due to the 
change in railway gauge.

Central Asian logistical performances also rank among the poorest in the world. In 

respectively, out of 181 countries on the Doing Business trading across borders indicator 
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(International Finance Corporation and World Bank 2009). The number of documents 
required to export products ranged from 10 to 13, compared with 6 documents in 

ranged from 1.9 to 2.3 on a scale of 1–5, with 5 being the best score. Another example: the 

ports of northwestern Europe and about the same distance further away from the ports 
of Bandar Abbas in the Persian Gulf and Shanghai in China. In addition to such daunt-
ing logistical and geographical challenges, the region lacks economic density. In 2008, 

of the region’s GDP.
Given poor market accessibility, shallow domestic markets, and overspecialization 

succeed unless Central Asian countries adopt bold measures to intensify the production 
of few nontraditional export products and improve their connections to markets. By 
focusing on a few locations that generate enough agglomeration economies and provide 
also exit points to regional and global markets, each government can minimize the costs 
of such industrialization and external connectivity. The likeliest locations are each coun-
try’s main cities. Policy measures to stimulate economic concentration within these lead-
ing cities, to tap into the agricultural potential of the hinterlands of these cities (within an 
hour’s drive away from city centers), and to connect them to regional and global markets 
through a priority transport corridor will form the basis for a sound space-based export 

trategy.

The Competitive Advantage of Leading Cities

All around the world, leading cities play a key role in production and export by deliver-
ing a whole range of services sustaining economic activities. Leading cities tend to be 

-
try. Leading cities in Central Asian countries are no exception.

Common sense suggests that the larger a city, the more diversified it will be to 

1

aggregated for 26 sectors for the country’s nine oblasts. For Tajikistan, in-kind pro-
-

national in-kind production data into a ranking index to make them comparable, the 
-

tries by oblast, as shown below.
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geographically close to and relatively well-connected with Dushanbe, also have strongly 

Republic, and Tajikistan.

if the index is between 0.1 and 0.3, and extremely specialized if the index is higher than 0.3.

 Kazakhstan The Kyrgyz Republic 

Tajikistan
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Astana, and Shym
-

tion sharing, and manufacturing. In Almaty, 63 percent of the top 10 products fall into the 
food category, with 19 percent in manufacturing and 18 percent related to information 
sharing. In Astana, 52 percent of the top 10 products fall into the manufacturing category, 

-
mation sharing and just 3 percent in manufacturing.

-
 means 

operating in the same sector, with easy and cheap access to intermediate products and/
or a specialized labor pool ( ), or the positive externalities derived 

-
).

Almaty seems to be closer to becoming a knowledge-based city, with information 

manufacturing activities. Shymkent appears to be far more dependent on agricultural 
activities. Almaty, Astana, and Shymkent are typical of leading Central Asian cities. 
Because of their capital city status, Bishkek and Dushanbe could be closer to delivering 

as well as its strategic location as the gateway connecting the Fergana Valley to China, 
make Osh a good candidate to deliver localization economies.

Category Products Almaty Astana Shymkent
Food Mineral water and other nonalcoholic drinks 150 2.0 5.0
Information sharing Publishing 144 9.0 4.0
Food Brewing 139 0.4 49.0
Manufacturing Manufacture of light metal structures 102 10.0 0.6
Food Fruit and vegetable juices 73 3.0 0.5
Food Milk processing, (excluding preservation); 

cheese production
73 11.0 0.5

Food Bread and fresh pastries 56 12.0 0.8
Manufacturing Manufacture of plastic products 35 29.0 3.0
Food Flour production 18 39.0 57.0
Manufacturing Processing and coating of metals 18 42.0 0.3
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A country grows economically as its leading cities grow and become increasingly con-
nected with each other, with the rest of the country, and with the rest of the world. As 

-

interaction increasing as travel time between them is reduced. Geographic information 

for which population estimates are available.2 Conclusions for each country are as follows:

good access to the domestic market (Figure 3.2), but Almaty and Shymkent pro-
vide the best connections with concentrations of population in the southern and 
southeastern regions.

connectivity between the country’s northern and southern hubs.
-

stan, although Dushanbe appears to be well connected with locations in south 

Roads are the main domestic transport infrastructure connecting the leading cities 
in each country to their hinterlands. Railways also reinforce the connectivity of these 
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leading cities, which were the node points of the former Soviet Union’s railway network. 
Domestic connections are also available by means of air transport.

Esik, Uzynagash, 
supplying Almaty’s processed food sector with raw materials, and in return supplied by 
Almaty with food and nonfood products. The route east from Almaty passes through 
Talgar and -

less than two hours south by road. Shymkent, a major agriculture and transit point 

production, and Arys, which is heavily involved in rail freight.

economic activity of the hinterlands of the two leading cities. Dordoi is less than 30 minutes 

of Osh, at a border crossing point with Uzbekistan. The large bazaars receive every-
thing from textiles to electronics goods imported from China, the Islamic Republic 
of Iran, and Turkey, goods that are mainly re-exported to neighboring Central Asian 

distribution system, and their proximity to leading cities ensures the wide reach of 
the domestic market.

In Tajikistan, the boundaries of the separate cities of Bobojon Gafurov, Chkalovsk, 

is located less than an hour’s drive from Tursunzoda in the direction of Uzbekistan, Vah-
dat, and the Rasht Valley. Dushanbe is also only three hours away from the Afghan border 
at Nijny Panj.

Republic has no direct rail connections linking the country’s north to its south. Tajikistan 

Bekabad at the border with Uzbekistan; the central line connects Dushanbe to Uzbekistan 
via Tursunzoda, site of the country’s largest aluminum plant, the Tajikistan Aluminum 

Tyube, Tajikistan’s third largest city.
Finally, domestic air transport also reinforces the connectivity of the leading cities. 

-
port, which boats the best infrastructure and facilities for handling international freight. 

her internal destinations and Bishkek are available only 
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one to three times per week. In Tajikistan, where air transport is less developed, half of 

In terms of international air transport, Dushanbe is by far the least well-connected 
Central Asian capital city. But the city does enjoy direct connections to Frankfurt twice 
a week by means of the newly created Somon Air, as well as twice weekly connections 

-

-

seem competitive when compared with fares of the 19 foreign carriers, as shown in 
Table 3.2.

The modern airport in Astana has advanced meteorological equipment that permits 
-

and Istanbul in Turkey, Sharjah in the United Arab Emirates, and Tashkent in Uzbeki-

airport has also opened additional checkpoints to accelerate border and customs con-

in Siberia, a move estimated to reduce travel time from Germany to Southeast Asia by 

-
nically suitable for cargo transportation, three pass through Almaty. They are the 

Alashankou, and Lianyungang; the southern trans-Asian rail corridor linking Istan-

Europe–Caucasus–Central Asia rail corridor connecting Cantanta, Varna, Ilychevsk, 
Poti, Batumi, Baku, Tashkent, and Almaty and continuing to Lianyungang in China. 
A Eurasian Development Bank (2009) report on Eurasian Economic Community 
transport corridors assesses the potential of the three Almaty-linked corridors, noting 
the following:

The central trans-Asian corridor is the shortest route from Asia to Central 

Hungary via Chop.
The southern trans-Asian corridor has the potential to be an alternative corridor 
to the central trans-Asian corridor connecting Central Asia with the Black Sea, 

two locations, adding to costs and transit time.
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The Europe–Caucasus–Central Asia corridor’s major problem is the tough com-

containers and 20 percent lower for oil and nonferrous metals.

priority roads connecting Central Asia to Eastern and Western markets (CAREC 2008). The 
International Road Union has developed a new Eurasian land transport initiative focusing 
on three of the CAREC road corridors that it believes have the potential to compete with 

Domestic carriers Foreign carriers

Destinations Flights/week

Lowest average 
fare, economy 

class round trip 
(USD) Flights/week

Lowest average 
fare, economy 

class round trip 
(USD)

Abu Dhabi, United Arab Emirates 0 n.a. 5 448
Amsterdam, Netherlands 4 758 5 897
Ashkhabad, Turkmenistan 0 n.a. 3 537
Baku, Azerbaijan 0 n.a. 2 405
Bangkok, Thailand 4 731 0 n.a.
Beijing, China 5 715 0 n.a.
Bishkek, Kyrgyz Republic 4 111 5 111
Delhi, India 3 495 5 591
Dubai, United Arab Emirates 7 491 0 n.a.
Dushanbe, Tajikistan 2 168 3 219
Frankfurt, Germany 6 751 7 1,056
Istanbul, Turkey 5 536 0 n.a.
Kabul, Afghanistan 0 n.a. 1 1,129
Kiev, Ukraine 0 n.a. 4 479
London, United Kingdom 2 909 5 1,231
Moscow, Russian Federation 7 413 7 355
Novosibirsk, Russian Federation 0 n.a. 1 326
Prague, Czech Republic 0 n.a. 3 794
Riga, Latvia 0 n.a. 3 1,300
Seoul, Republic of Korea 2 694 2 1,011
St. Petersburg, Russian 
Federation

0 n.a. 4 484

Tashkent, Uzbekistan 2 122 5 227
Tbilisi, Georgia 0 n.a. 1 631
Ulgii, Mongolia 1 521 0 n.a.
Urumqi, China 0 n.a. 7 555

 Data collected by local consultant.
= USD 1.

n.a. = Not applicable.
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maritime transport between Asia and Europe (International Road and Transport Union 
2009). The three roads are:

with Bishkek connected via a direct road connection to Almaty;

Chinese border, Osh, Tashkent, Bukhara, Ashgabat, Turkmenbashi, Baku, Tbilisi, 
Poti, and beyond; and
The southern route, connecting Almaty or Osh to Tashkent, Bukhara, Tabriz,
Ankara, Istanbul, and beyond.

Even though these roads pass through some of the leading cities considered in this 

north–south connection between Nijny Panj in south Tajikistan to Almaty via Dushanbe, 

via road.

travel time, because the hinterlands of Almaty, Bishkek, and Shymkent overlap. By con-

Republic, and Tajikistan are viewed as autarkical in Figure 3.5, with travel times shown 
to the two leading cities of each country. The three countries are then shown as a single 
integrated country (Figure 3.6), with travel times shown to the six leading cities of 
this hypothetical country. Travel times are estimated based on the quality of the road 

between the two extremes illustrates how facilitating cross-border controls and opera-
tions can connect production locations at the regional level.

-
kets. For example, if business operators in Batken must route their horticultural exports 
through Osh, to avoid the administrative barriers involved in crossing an international 
border, the additional travel time required may make exports uncompetitive. One alter-

-

less time than the trip from Batken to Osh. Because of border crossing issues and poor 

currently takes longer than it might otherwise. By improving their connectivity, the 

ensuring that regional roads promoted by CAREC maximize connectivity between lead-
ing cities, and by providing complementary institutional reforms to facilitate trade and 
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The area within an hour’s drive of a leading city is a unique space: it has a core urban 
center that provides a range of services and access to secondary cities whose economic 
activities are dominated by surrounding rural areas. The urban center provides good 
connections with business services and external markets, while secondary cities provide 

such a unique area into a coherent whole, coordination problems might impede provision 
of necessary infrastructure, consolidation of production to enhance economies of scale, 
control of production quality, provision of competitive and good quality transport and 

Limited economic interaction between leading cities and their hinterlands and narrowly 

A good example of limited economic interaction between Central Asia’s leading cit-
ies and their hinterlands is provided by Bishkek and Osh. Bishkek and its hinterland 

a number of secondary cities, ranging from Tokmok in the east (59,000 inhabitants) to 
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a 100-kilometer road corridor that passes through land suitable for large-scale agricul-
-

ments within an hour’s drive from the city center. Osh is one of the largest cities in the 

where agricultural production is strong, could improve the supply of raw materials to 

to processors in Bishkek, thus linking production with domestic and external markets. 

Tokmok together produce only 1 percent of Chui Oblast’s vegetables, 2 percent of its 
raw milk, 2 percent of its potatoes, 3 percent of its livestock products, and 6 percent of 
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expand agricultural production in both areas.
While the agricultural production in the hinterlands of Bishkek and Osh are of com-

parable magnitude, the production value of foods and beverages in Bishkek is nearly 
15 times that of Osh, indicating that the agricultural potential of Osh’s hinterland is poorly 
linked with the city’s industrial production in comparison with Bishkek (Tables 3.5 and 3.6). 

-

beverages during a year, a worker in Bishkek produces triple that amount in the non-

Authors.
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of which
Product Chui Oblast Kara Balta Kant Tokmok City of Bishkek
Livestock products (tons) 76,822 780 372 772 644
Raw milk (tons) 322,117 2,411 1,089 2,305 1,497
Eggs (thousands) 167,367 1,648 1,122 3,806 2,730
Grain (tons, weight after 
processing)

561,515 — — — 1

Potatoes (tons) 181,641 640 841 2,001 202
Vegetables (tons) 381,885 2,393 846 880 1,572
Fruits and berries (tons) 1,617 4 2 4 1
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of which

Product
Osh

Oblast
Aravan
Rayon

City of 
Kara-Suu

City of 
Uzgen

City of 
Osh

City of 
Batken

City of 
Jalal-Abad

Livestock (tons) 69,523 5,047 12,429 649 1,344 984 524
Raw milk (tons) 251,705 26,088 336 2,403 6,676 2,568 3,898
Eggs (thousands) 40,217 5,155 141 456 1,122 1,191 1,090
Wool (tons, physical weight) 2,138 123 2 16 24 28 19
Grain (tons, weight after 
processing)

268,648 32,110 89,907 — 3,916 21,583 2,396

Potatoes (tons) 139,148 18,421 16,569 — 2,566 4,639 124
Vegetables (tons) 117,342 16,635 48,546 954 9,433 3,465 2,067
Fruits and berries (tons) 44,106 5,417 12,104 121 1,132 21,855 160
Raw cotton (tons, weight 
after processing)

31,515 14,446 n.a. n.a. n.a. n.a. 4

Tobacco (tons, weight after 
processing)

11,309 1,697 n.a. n.a. n.a. n.a. n.a.

n.a. = Not available.

Item

Total value of 
production

(USD millions)

Percentage
of production 

value produced Total number 
Percentage

of small Total number 
of employees

Percentage of 
employees in 

Manufacturing 14.5 67 108 94 1,709 41
Food and 
beverages

6.8 87 29 97 396 75

Nonmetallic
mineral
products

4.5 42 17 82 528 23

Textiles and 
garments

1.3 4 12 75 529 4

Rubber and 
plastic products

0.7 100 8 100 54 100

Finished metal 
products

0.5 100 9 100 23 100

Paper industry 
and printing

0.4 100 16 100 66 100

Machinery and 
equipment

0.2 100 6 100 67 100

Chemicals 0.0 100 4 100 65 100
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Bishkek faces its own challenges. For instance, small operators account for most of the 
meat processing activity in Bishkek, most of whom work outside the formal economy, 

Another major challenge in developing the milk and meat industries in Bishkek is the 
rising prices of raw milk and meat bought from local suppliers, which is due to limited 
livestock feed, low productivity in stock breeding due to poorly fed livestock, low levels 
of mechanization of milk processing, and farmers’ price-based strategy to increase their 

decrease of as much as 20 to 30 percent because of rising supply prices.
By developing some form of SEZ in Bishkek and its hinterland and in Osh and its 

hinterland, policy makers could facilitate economic interaction between city and hinter-
lands, thereby enhancing city productivity. But the export processing zones established 

Item

Total value of 
production

(SOM millions)

Percentage
of production 

value produced Total number 
Percentage

of small Total number 
of employees

Percentage
of employees 

Manufacturing 316.6 33 688 90 14,900 24
Food and 
beverages

99.6 15 92 83 3,293 14

Nonmetallic
mineral
products

35.5 29 46 78 1,558 12

Paper industry 
and printing

27.0 52 172 95 2,136 41

Rubber and 
plastic products

26.7 44 82 96 567 66

Machinery and 
equipment

20.7 33 42 90 1,808 13

Metallurgy and 
metal products

16.9 57 63 87 1,119 29

Vehicle 
equipment

9.8 5 4 75 549 6

Electrical,
electronic,
and optical 
equipment

7.4 40 38 87 685 11

Chemicals 6.7 53 41 95 318 57
Textiles 6.5 72 19 84 596 12
Garments 6.2 91 28 93 480 51
Leather
products and 
footwear

1.2 23 6 83 109 35
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involved in a project to identify promising clusters in various parts of the country, one 
of which was Almaty as a logistics cluster. While “cluster fever” has since abated, policy 
makers are still considering how to design a space-based growth strategy. Bishkek has 

-

although to date this has not happened. Tajikistan has three free economic zones, located 

-
-

ment. This is a tough sell for Central Asian countries facing such cumbersome economic 

anchored on entire regions like in East Asia. Second, their poor logistics performance adds 
to their disadvantageous geography to isolate from leading and emerging markets. If an 
SEZ strategy is to be adopted, it needs to be comprehensive: build on the country’s com-
parative advantage in designing the features of the SEZs, connect them to the domestic 

Farole (2010) suggests for such newcomers to re-orient themselves toward resources-based 
and labor-intensive sectors (agriculture, minerals, oil and gas, tourism), using economic 

The resource-based and labor-intensive natures of such SEZs require them to be 
closely integrated to the leading cities receiving them as well as the “resource-rich” hin-
terlands of these leading cities. Indeed, most of the factors that determine the success of 

city, city-hinterland, national and even regional levels. As documented by Farole (2010), 

to which they have been integrated to the broader economic policy framework of the 
country. Successful SEZ programs do not simply view zones as a static instrument of 

upgrading. Unlocking the potential of zones requires clear strategic integration of the pro-
gram along with government playing a leading, active role along with the private sector.

Broader SEZs anchored in such leading cities as Almaty, Astana, Bishkek, Dushanbe, 
-

terlands are more appropriate for boosting Central Asia’s export and growth prospects. 
For instance, upgrading small-scale suppliers of milk and meat in the hinterlands is more 
important for securing quality and quantity of supply to support an agro-industry-led 

ed in a transport hub within the leading city, than 

to an industrial complex in the middle of nowhere.
In Central Asia for instance, local producers seem to supply processors only in the 

form of spot-market types of transactions where price is a dominant coordination mech-
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-
ment of a stronger coordination mechanism between them and other production chain 
nodes located in the leading cities. A vertical contracting model of the type outlined in 
Box 3.1 could be considered along with the SEZ program to broaden its impact.

The ultimate goal of broader SEZs is to use the transformation of agricultural pro-
World

Development Reports
-

farmers have the freedom to grow what they want. But the land market is nonexistent in 

For many decades, economists have equated space-based policies with the failed pol-
icy of subsidizing industrialization in a country’s lagging regions. A prime example is 
Italy’s regional development policy to reduce the development gap between the north 
and the south under the intellectual leadership of Rosenstein-Rodan, creator of the “big 

-

the extensive road and railway infrastructure built contributed to the region’s depopula-
tion; afterward, about 2 million workers left the targeted region. In Europe and Central 

Soviet system, along with its planned economy model and subsidized transportation 

sound space-based policies still have their place, but only by strengthening economic 
concentration in leading regions and not by trying to divert economic activities to lag-

this view, and policymakers may increasingly urge economists to propose space-based 
policy recommendations. This chapter anticipates such a trend and proposes a frame-
work for a sound space-based economic policy.

as a country moves from low to medium to high income levels, it goes though a struc-

contracts as a mediator of exchange between chain actors. Contracts may vary as to how long they are valid 

improved access to market information, and increased quality when training and support are provided 
as part of the contract terms. At the same time, contracts also include higher performance requirements 

systems can result in the upgrading of entire industrial sectors.

 Bolwig and others 2008.
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agriculture tends to be replaced slowly as agribusiness activities emerge in response to 
increased demand from urban areas both within and outside a country (World Bank 

-

increasing returns to scale activities where internal and external economies of scale drive 
productivity and the ability to export. As industrialization takes over in a country, the 
share of manufacturing and business-related services becomes increasingly important.

As this structural transformation occurs, cities tend to play a larger role in production 
and trade as traditional agriculture activities require fewer workers and excess workers 

was awarded the Nobel Prize in economics for his work showing that the structural 

that divert economic activities to lagging regions, but leaves room for policy measures 

issue thus becomes the fate of lagging regions in such fully market-led economies. To date, 
the economic literature has failed to propose a coherent framework that addresses both 
concentration in leading areas and convergence of lagging regions. The 2009 World
Development Report

The 2009 WDR -
ing concentration in leading cities with improved welfare in lagging regions by invest-
ments in the people living there. The underlying economic principle is to ensure that 
places are integrated by means of a relevant set of institutions, infrastructure, and incen-
tives. The spatial dimensions characterizing development of the developed countries 
and the rapidly growing Asian countries are: higher economic density, shorter economic 
distance, and less cumbersome border crossing operations. The importance of spatial 
dimensions depends on the geographic scale, primarily on these factors:

 Distances are short and 
cultural and political divisions are few and shallow. The policy challenge is to 
get the density right by harnessing market forces to encourage and promote 
economic concentration. No country has ever achieved high income levels with-
out urbanizing.

 For a small 
country, the challenge is how to improve all connections to its leading areas. 
Growth seldom comes without the need to move closer to economic density.

 While distance also 
with the impermeability of bor-

regional and global markets. Isolated countries seldom achieve growth.

The 2009 WDR framework is applied to Central Asia in Box 3.2. For Tajikistan,
for instance, the three geographical scales are Dushanbe (density), its hinterland (dis-
tance), and regional markets (division). Understanding the transformations along 
all three dimensions (increasing density, declining distance, and declining division) 
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can help Tajik policy makers identify the main market forces and the appropriate policy 
responses at each of these geographical scales by applying one simple rule: invest in 
growth-sustaining infrastructure in leading locations and invest in people in lagging 
locations. By investing in education and health in lagging locations, policy makers can 

-
tunities, whether in the lagging region, the leading region, or outside the country. By 
investing in a country’s leading locations, policy makers can endow these cities with the 
economic infrastructure necessary to generate localization or urbanization economies 
that will assist the country in its eventual structural transformation.

towns engage in the nonfarm activities that increase the marketability of agricultural 

dimension is approximated by the agglomeration index, a more elaborated urbanization index that takes 
into account the spatial distribution of the population; (b) the distance dimension is approximated by the 

index. The table below reports these proxy variables for the Central Asian countries.

Scores on selected indexes, 
selected regions and countries

Economic density index 
(2000)

Distance index 
(2008)

Division index
(2003)

Organisation for Economic 
Co-operation and Development

60.09 24.92 13.68

Europe and Central Asia 38.63 99.75 3.02
Kazakhstan 46.20 178.00 1.12
Kyrgyz Republic 20.20 177.00 1.42
Tajikistan 17.60 176.00 0.79
Turkmenistan 26.60 174.00 0.81
Uzbekistan 42.90 165.00 0.71

Economic density in Central Asia is low, particularly in Tajikistan and the Kyrgyz Republic, where fewer than 

for Economic Co-operation and Development (OECD). Divisions imposed by borders and other nontariff 
barriers result in an index value of less than 1.5 for all Central Asian countries, or about one-tenth of the 

The 2009 World Development Report
neighborhoods (for low density, long distances, and high divisions). These regions are Central, East, and 

economic density (to attract domestic and foreign investment in nontraditional sectors) and ensuring their 
productive connections to leading external markets.

 World Bank 2009c.
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products in urban areas and outside the country. Cities permit sharing of private and 
public factors of production, pooling of labor markets, and sharing of information. The
diversity of cities favors an advanced division of labor allowing specialization in vari-
ous activities. As a country moves through a structural transformation from agriculture 
to industry to services, some of its city-based activities become more prominent to the 

export base. Thus a fundamental relationship exists between a city’s potential for spe-

-

(2003), now driving all new theoretical and empirical work on international trade, sug-
-

ductivity levels and distinguished by the markets they can reach. The most productive 

-
-

most failing the following year, but for those that survive, their share in export expan-

diversify away from its traditional export base, before specializing at high-income level 
(Imbs and Wacziard 2003). Hence the growth of cities tends to occur hand-in-hand with 

The low economic density of Central Asian countries and their limited produc-
tion base, skewed toward natural-resource-intensive products, point to the need for an 

-
ter suggests how to draw on the potential of leading cities to design a successful diver-

Notes
H*) can be used to easily assess whether a location is 

H
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N
, where si is the share of sector i in total production

and N is the total number of sectors.
2. The index is calculated using the gravity-type relationship Ai = Σj g(Wj)f( ij), where Ai is the acces-

i, Wj ij is the generalized cost of 
reaching market j from i, g(.) is activity function, and f(.) is the impedance function.



55

C H A P T E R  4

The “How to” of Expanding 
Trade in Central Asia

The introduction to The East Asian Miracle notes that “in a large measure the eight high 
performing Asian countries achieved high growth by ge  ing the basics right . . . But 

these fundamental policies do not tell the entire story. In most of these economies, in 
one form or another, the government intervened—systematically and through multiple 
channels—to foster development, and in some cases the development of specifi c indus-
tries. Policy interventions took many forms: targeting and subsidizing credit to selected 
industries, keeping deposit rates low and maintaining ceilings on borrowing rates to 
increase profi ts and retained earnings, protecting domestic import substitutes, subsi-
dizing declining industries, establishing and fi nancially supporting government banks, 
making public investments in applied research, establishing fi rm- and industry-specifi c 
export targets, developing export marketing institutions, and sharing information widely 
between public and private sectors. Some industries were promoted, while others were 
not” (World Bank 1993, pp. 5–6).

Such a detailed list seems to dare any creative policy maker to devise new ways to 
intervene in economic development. Yet while the basics—macroeconomic stability and 
investment in people—were unanimously recognized as essential to the impressive East 
Asian economic performance, singling out the most effi  cient policy interventions has 
still been diffi  cult.

This chapter uses a city-led export diversifi cation framework to lay out specifi c pol-
icy actions to be pursued by policy makers in Kazakhstan, the Kyrgyz Republic, and 
Tajikistan seeking to expand their exports in nonnatural-resource-intensive products. 
This diversifi cation strategy involves three types of policy makers: city-level authorities 
for city-level interventions, oblast-level authorities for the hinterlands of leading cities, 
and national authorities for regional-level policy actions. Close collaboration between the 
three decision-making levels is paramount to the success of the proposed diversifi cation 
strategy.

A Framework for a City-Led Diversifi cation Strategy

According to the World Bank (2008, p. 2), “In urbanized countries, which include most 
of Latin America and much of Europe and Central Asia, agriculture can help reduce 
the remaining rural poverty if smallholders become direct suppliers in modern food 
markets, good jobs are created in agriculture and agro-industry, and markets for envi-
ronmental services are introduced.” Leading cities in nonurbanized countries could play 
an even more important role in the transformation of their agriculture sectors, and more 
generally, in their production and trade diversifi cation,1 because (a) the cities facilitate 
the consolidation and transportation of agricultural products at low cost as a benefi t from 
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the agglomeration economies generated by these cities; (b) the cities are well connected to 
their agricultural hinterlands, providing a basis for transforming traditional agriculture; 
and (c) the cities are well connected regionally, allowing the establishment of a regional 
production network that taps into the competitive advantage of each leading city.

Promoting Economic Density in Leading Cities

Leading cities need to a  ract the right businesses (food processing fi rms and closely 
related services/suppliers, for example), provide them with a good regulatory environ-
ment, and provide the local services that are needed for their operation. Given Central 
Asia’s cumbersome economic geography, the only way to make these events happen is 
by using some form of SEZs. This should be the main policy intervention in all six cities 
considered in this study.

Ideally, the SEZ should cover the entire city, as is the case in China, from its cigare  e 
lighter town of Wenzhou, which produces 95 percent of the world output, to Yanbu, its 
underwear capital. Indeed, an SEZ that covers the entire city and its immediate hinter-
land is larger than an SEZ limited to an industrial park or a transportation hub in the 
city, implying a lower cost of distortion. However, such larger SEZs may generate more 
resistance from vested interests deriving a large share of their income from that larger 
area. Depending on the political economy of each leading city, a “concentric-circle” 
approach may be considered: fi rst, start with a narrow SEZ but drawing on the country’s 
comparative advantage and major transportation hubs that connect to regional markets; 
second, progressively include parts of the leading city that are directly involved in the 
production process in the SEZ (such as labor pockets and other industrial se  lements); 
and at a fi nal stage integrate the hinterland of the leading city providing access to the 
raw materials transformed in the SEZ. This approach provides for a fl exible regulatory 
regime that becomes more comprehensive as the political economy challenges in the 
leading cities ease.

The second policy instrument that policy makers may consider is scaling up the urban 
infrastructure, including the public transportation network, market places, and storage 
facilities, as needed. The larger the city, the more extended the infrastructure network 
should be to contain congestion costs.

Finally, in countries where the land market is not well-developed, a set of institu-
tions may be needed to facilitate the rapidly changing land use that may accompany 
expansion of a city’s economic activities.

Improving Leading Cities’ Connections with Their Agricultural Hinterlands

Applying geographic information system mapping techniques to Almaty, Astana, 
Bishkek, Dushanbe, Khujand, and Osh helps illustrate how these leading cities and their 
hinterlands could provide the means for a space-based export diversifi cation strategy. 
For each country, build-up areas, as well as the land cover around its leading cities and 
their hinterlands, are shown in Appendix 3.

The leading cities of Kazakhstan, the Kyrgyz Republic, and Tajikistan, are each 
surrounded by agricultural hinterlands which may support the intensifi cation of agro-
processed activities in these leading cities. But for this to occur, policymakers must pro-
vide the necessary infrastructure to connect the cities and their hinterlands, including 
inter-urban transportation networks, market places for collection and consolidation of 
agricultural products, and adequate storage facilities in the city-hinterlands.

If existing administrative arrangements are not effi  cient enough, policy makers may 
consider an institution to facilitate economic interaction between the leading cities and 
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their hinterlands. One solution might be to emulate the area approach developed for 
Daegu in Korea (Box 4.1).

Finally, policy makers could consider targeted incentives to foster industrial agri-
culture in the city-hinterlands, as in the beginning of Thailand’s industrialization, to 
scale up horticulture or livestock activities, if such action is economically viable.

Securing Accessibility to Regional Markets

Central Asia is a 3D region where thick borders, long distance to large markets, and low 
domestic economic density are compounded. The third level of policy intervention—
securing accessibility to regional markets—is therefore of critical importance. All three 
instruments suggested in the WDR2009 should be thoroughly applied: a key institution to 
unite the three countries, key connective infrastructure between domestic and regional 
markets, and targeted interventions to compensate countries for short-term losses from 
this deepened economic integration.

As shown in chapter 1, an intensifi cation of food or light manufacturing in the 
six Central Asian leading cities would make sense only if access were secured to large 
regional markets such as those in China, India, Russia, Turkey and the EU via Russia. 
This means that the north–south road corridor linking these cities—Dushanbe, Khujand, 
Osh, Bishkek, Almaty and Astana—from the border of Tajikistan with Afghanistan at 
Nijny Panj to the border of Kazakhstan with Russia at Petropavlovsk forms the backbone 
of Central Asia trade integration to regional and global markets. To secure this access to 
markets, policy makers should provide the right institutions that will unite the region’s 
production places and be  er connect them to targeted markets.

The second policy action needed is to improve connectivity infrastructure on the 
poorly maintained legs of the most integrative transport corridor to smooth out traffi  c 
fl ow and reduce transport costs.

Finally, because all countries will not benefi t equally from this deepened trade and 
transport facilitation initiative, policy makers in Kazakhstan should provide targeted 
incentives to reduce the transport costs faced by Kyrgyz and Tajik traders in the short 
term. Such deep integration would transform Almaty into the region’s main export hub, 
helping it capture most of the benefi ts from complementary service activities.

How to Promote Economic Density in Leading Cities

At the city level, the key challenge for policy makers is to foster localization or urban-
ization economies to improve the productivity of firms operating there. Although 
authorities of leading cities are the main counterparts pursuing this goal, both national 

Between 1950 and 1990, Daegu’s population swelled from 355,000 people to nearly 2 million, as its thriving 
textile industry pulled in rural migrants. Korea’s policy response was to develop a so-called area approach 
in which Daegu was integrated with its hinterland by expanding its administrative zone in 1987 and again 
in 1995, followed by construction of a subway system and expansion of the city’s bus system. As a result, 
manufacturing has deconcentrated from Daegu into the surrounding Gyeongsangbukdo Province, and the 
local economy has diversifi ed, reducing its reliance on textiles and moving into sectors with higher value 
added production, such as electronics and automobiles. Daegu now sits at the center of a vibrant urban 
system surrounded by fi ve cities, all with easy transport access to Daegu.

Source: World Bank 2009c.

Box 4.1. Space-Based Policy in the Republic of Korea
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authorities and the business communities operating in Almaty, Astana, Bishkek, 
Dushanbe, Khujand, and Osh are strategic players who need to buy in to any city-level 
policy action, given the weight of these cities in their national economies. One neces-
sary institution is an implementation body bringing these three actors together, to be 
chaired by city-level authorities.

The implementation body’s most important policy goal is to establish in each lead-
ing city a form of SEZ, where infrastructure conditions and economic regulations are 
more hospitable than those typical in the rest of the country. Such action makes each 
leading city’s business environment a  ractive to domestic and foreign investors.

One specifi c action that the implementation body should consider is to publicly com-
mit to a business-friendly charter within the SEZ, along the lines of the Doing Business 
indicators (IFC and World Bank 2009). This charter should cover starting a business, 
dealing with construction permits, employing workers, registering properties, obtaining 
credit, protecting investors, paying taxes, trading across borders, enforcing contracts, 
and closing down businesses. The charter should refl ect international best practices in 
all aspects of the investment climate, and the implementation body should be endowed 
with the power to enforce them. Such a credibility-building mechanism will be a power-
ful marketing tool for a  racting foreign direct investment to each city.

The second specifi c policy action should be to consider scaling up the provision of 
backbone infrastructures in the SEZ according to the type of agglomeration economy 
the leading city expects to deliver. For Astana, Bishkek, Dushanbe, Khujand, and Osh, 
where localization economies are important to tap into the agricultural potential of their 
hinterlands, the focus should be on improving transportation infrastructure connecting 
with their hinterlands, on market places and information systems facilitating the col-
lection and consolidation of agricultural products, and on adequate storage facilities in 
cities and hinterlands. For Almaty, already close to delivering urbanization economies, 
the focus should be on providing additional infrastructure to support development of 
a metropolitan area, such as a subway mass-transportation system and cheap ICT and 
fi nancial services. Be  er connecting the other fi ve other leading cities to Almaty will 
allow them to take advantage of Almaty’s additional infrastructures.

Finally, Central Asia’s growing urban population means that all the cities should 
pursue establishment of institutions to improve access to urban land for residential and 
business purposes. Issues to be addressed include urban land titling, transparency of 
land markets, and fl exible land use regulations to adjust to the rapidly changing use of 
urban land.

How to Improve Leading Cities’ Connections 
with their Agricultural Hinterlands

Almaty, Astana, Bishkek, Dushanbe, Khujand, and Osh are each surrounded by an 
agricultural hinterland within an hour’s drive or less from the city center. The export 
diversifi cation strategies of Kazakhstan, the Kyrgyz Republic, and Tajikistan should be 
anchored on these macro-regions to intensify agro-industrial activities. The key policy 
makers for measures proposed here are oblast-level authorities: in Almaty oblast for 
Almaty, Akmola oblast for Astana, Chu oblast for Bishkek, Osh oblast for Osh city, 
Sughd oblast for Khujand, and the Region of Republican Subordination for Dushanbe. 
Given the key role to be played by private operators located in the leading cities, the 
implementation body should also be extended to leading city authorities, as well as to 
business communities operating in the cities and their hinterlands.
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Because providing inter-urban infrastructure is the main policy action at this level, 
national authorities may be involved to secure the fi nancing needs of this infrastructure. 
Policy makers need to show their commitment to such a city-led export diversifi cation 
strategy by scaling up the backbone infrastructure and services provided in the macro-
regions. The systems and regulations needed to govern intra-urban and interurban 
transport, retail and wholesale distribution, and logistics and fi nancial services should 
be improved to facilitate innovation, production, and trade. For instance, public invest-
ments may be needed to provide transport infrastructure needed to connect the core city 
to its mainly agricultural hinterland, as well as to provide market infrastructure invest-
ments such as marketplaces, serviced storage capacity, and price information systems to 
facilitate rural-urban interactions.

In countries such as Tajikistan, where access to agricultural land is not secured, the 
second policy action should cover enforcing an agricultural land market and land titles 
in the rural parts of the macro-regions anchored to Dushanbe and Khujand, facilitating 
industrial agriculture, and providing collateral to farmers. Tajik farmers still lack the 
freedom to farm. A land market would allow Tajik farmers to sell their land if they wish 
to move to the core city to seek new economic opportunities.

Finally, policy makers should consider targeted incentives to boost agro-industry 
and food processing. Such incentives could go hand-in-hand with improved logistics 
services that Almaty, with its current competitive advantage, could provide, while 
Astana, Bishkek, Dushanbe, Khujand, and Osh and their hinterlands continue to focus 
on the production of co  on, co  on fabrics, and food. A vertical contracting system would 
secure quality, quantity, and timeliness of the intermediate products needed for the food 
processing and clothing sectors. To date, all a  empts to develop outgrower schemes in 
the southern part of the Kyrgyz Republic and northern Tajikistan have failed because of 
the lack of trust among farmers, traders, and processors. The credibility-building mecha-
nisms proposed here could help build this trust. Contracting schemes would need to be 
complemented by enforced safety and quality control systems to ensure the marketability 
of the food and clothing products. By building on Almaty’s advanced food-processing sec-
tor, policy makers and the business community of all three countries can work to establish 
a regional food production network that will ensure their competitiveness in regional and 
global markets.

By providing easy access to a relatively large population, Almaty, Astana, Bishkek, 
Dushanbe, Khujand, and Osh can drive the intensifi cation of processed agricultural 
products and clothing. Urbanites everywhere prefer variety, which partly drives intra-
industry trade. Safe, well-packaged, and well-marketed products can fi nd their way 
to any supermarket or bazaar, but the food industry remains poorly developed in the 
Kyrgyz Republic and Tajikistan, where safety and packaging are major concerns. An 
industrial upgrading strategy that includes implementation of the HACCP system, qual-
ity control, and modern packaging processes will add to the diversifi cation potential of 
the leading Central Asian cities and their hinterlands.

How to Secure Accessibility to Key Regional Markets

As a 3D region, Central Asia faces the core challenge of securing accessibility to regional 
and global markets in the drive for trade expansion. Policy makers at the highest levels in 
Kazakhstan, the Kyrgyz Republic, and Tajikistan should therefore put the issue of acces-
sibility at the top of their agendas. Indeed, the economic geography challenges facing 3D 
regions call for a bolder regional integration agenda to overcome high economic divisions 
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between trading partners and reduce the distance to major regional markets, as well as to 
boost economic density domestically. If integration succeeds, the new economic geography 
should help the region’s major metropolitan area, Almaty, capture most of the benefi ts of 
agglomeration economies, a  racting increasing return to scale activities from the other 
leading cities, in the short and medium terms. Kazakhstan should play the leading role in 
the cross-country implementation body needed to secure accessibility to regional markets, 
thus balancing unevenness of short-term gains from the regional integration initiative and 
securing long-term survival and success.

If export diversifi cation is the underlying goal for Kazakhstan, the Kyrgyz Republic, 
and Tajikistan as a group, the north–south road corridor linking the six leading cities 
to Afghanistan and Russia appears to be the highest priority connection (cf. chapters 
1 and 2). The major products produced by all three Central Asian countries are traded 
along this north–south road corridor going to Moscow and all the way to the EU on 
the northern leg of the corridor, and to Turkey and the Gulf countries via Kabul on the 
southern leg. The corridor also links the two leading cities of each country. Regional 
integration anchored on facilitating trade and transport along this north–south corridor 
should be the bedrock of the connectivity policy of Kazakhstan, the Kyrgyz Republic, 
and Tajikistan. Integration will strengthen production capacity of their leading cities 
and will secure the countries’ access to a  ractive regional markets such as China, India, 
Russia, Turkey, and the EU-15.

To secure access to the key regional markets, the fi rst policy action must be to estab-
lish a north–south corridor management institution. The World Bank’s Sub-Saharan 
Africa Transport Policy Program identifi ed as a best practice the establishment of a 
three-tier corridor management institution for regional transport corridors, to consist of 
a stakeholder group, a working group, and a secretariat (Adzigbey and others 2008). For 
Central Asia, the stakeholder group should consist of high-level offi  cials in Kazakhstan, 
the Kyrgyz Republic, and Tajikistan who are involved in regulating trade and trans-
port facilitation activities and who would serve as the policy-making body. The region’s 
working groups should consist of national implementation commi  ees established in 
each country and designed as problem-solving groups, with operational procedures 
encouraging the fl exibility necessary for responsiveness to ensure public-private inter-
action at all levels. Diff erent core groups can be formed on an ad hoc basis, as needed, 
to address specifi c issues and to be disbanded once the objective is met. The secretariat 
of the corridor management institution should be located in one of the six leading cit-
ies, maximizing the secretariat’s involvement in high-level policy making on regional 
integration issues.

A major task for the stakeholder group of the north-south corridor management 
institution is to pursue a quadripartite transit agreement between China, Kazakhstan, 
the Kyrgyz Republic, and Tajikistan, and complemented by a trade agreement allowing 
agricultural product imports from Central Asia to reach China via Urumchi or Kashgar, 
thereby securing access to the Chinese market for their agriculture-related products. So 
far, the only transit agreement in place between Tajikistan and China covers the Kulma 
Pass near Murgab in the Gorno-Badakhshan Autonomous Oblast—a mountainous region 
containing few signifi cant se  lements, where long portions of the road are in poor condi-
tion, and where severe winter weather closes the road for long periods. The importance of 
a quadripartite transit agreement with China, covering both the Irkeshtam border cross-
ing point between the Kyrgyz Republic and China (close to Kashgar) and the Korgas 
border crossing point between Kazakhstan and China, near Urumchi, is obvious. While 
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some bilateral transit agreements exist between China and Central Asian countries, none 
of them secure access to the Chinese market for the three Central Asian countries as a 
group, and eff ectively reduce their actual access to the Chinese market.

The second major policy action needed to secure access to key regional markets is 
to rehabilitate and upgrade the poorly-maintained legs of the north-south road corridor, 
along the route Nijny Panj-Dushanbe-Khujand-Batken-Osh-Bishkek-Almaty-Astana-
Petropavlovsk. For instance, improving the Osh–Batken–Isfara–Khujand–Dushanbe 
connection would allow the Kyrgyz Republic and Tajikistan to bypass Uzbekistan in 
reaching Russia or Turkey. The entire road badly needs upgrading and rehabilitation. 
The Khujand-Dushanbe connection currently operates below its potential while the 
Shakrishtan tunnel remains under construction and according to operators using this 
route, the Anzob tunnel is deteriorating. Establishment of this suggested road corridor 
would increase competition with other routes through Uzbekistan and would ultimately 
improve transit trade via Uzbekistan.

Once the priority highway investments in each country are agreed on, complemen-
tary policy instruments—to be implemented by the core group of the proposed corridor 
management institution—are needed to facilitate trade and transport by addressing 
various administrative barriers, as well as border crossing and transit constraints. Cor-
ridor effi  ciency (in cost, time, reliability, and fl exibility) is imperative for trade competi-
tiveness, particularly for landlocked countries (Arnold and others 2005; World Bank 
2009b). To take advantage of Kazakhstan’s more advanced and effi  cient trucking indus-
try, such new regulations should also include either a clause allowing cross-border 
trade in trucking services, or a clause facilitating foreign direct investment in the truck-
ing industry between Kazakhstan, the Kyrgyz Republic, and Tajikistan, or both.

Finally, policy makers (particularly those in Kazakhstan) should consider a compen-
sation mechanism to ensure the long-term viability of a deepened regional integration 
initiative. An obvious choice would be to provide some form of subsidy for reducing 
transport costs between the Kyrgyz Republic and Tajikistan and the regional hub, Almaty. 
The subsidy could take the form of advantageous backhaul cargo services off ered by 
Kazakh trucks, of favorable joint-ventures with Kyrgyz or Tajik trucking companies, or 
of subsidized gasoline prices for Kyrgyz and Tajik truckers shipping goods to Almaty 
for consolidation. Such a win-win deal would give Kyrgyz and Tajik traders the lower 
transport costs they need to reach regional markets, while enhancing Almaty’s future as 
a regional hub, promoting its large range of multi-modal and intermediation services.

Combining these three main policy actions with the two others suggested earlier to 
promote economic density (SEZs in leading cities) and to improve connections between 
leading cities and their agricultural hinterlands (adequate inter-urban transportation 
infrastructure, market places, and storage facilities in the city-hinterlands), is the core of 
the city-led diversifi cation strategy. Some additional measures may be considered given 
the specifi c needs of each leading city.

Note
1. In 2005, the share of each country’s population living in urban areas was 57 percent in Kazakhstan, 
37 percent in the Kyrgyz Republic, and 25 percent in Tajikistan. The largest city accounted for 
13 percent of the total urban population in Kazakhstan, for 43 percent of the total in the Kyrgyz 
Republic, and for 37 percent of the total in Tajikistan (World Bank 2009c).
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Appendix 1. Production Data
Table A1.1. Production by sector, leading cities of Kazakhstan, the Kyrgyz Republic, 
and Tajikistan, 2008, in USD millions

Country and City Industry Mining Manufacturing
Electricity, gas, 

and watera

Kazakhstan 84,692 52,129.0 28,083 4,480
 Almaty 3,180 7.1 2,838 307
 Astana 919 0.0 748 143
Kyrgyz Republic 2,345 52.0 1,918 375
 Bishkek 521 0.1 415 106
 Osh 47 0.0 17 31
Tajikistan 1,722 n.a. n.a. n.a.
 Sughd oblastb 323 n.a. n.a. n.a.
 Dushanbe 149 n.a. n.a. n.a.

Source: Statistical agencies of Kazakhstan, the Kyrgyz Republic, and Tajikistan.
aIncludes distribution. bNo data are available for Khujand; data are available only for the Sughd oblast 
region as a whole.
n.a. = Not available.
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Table A1.2. Domestic production, leading cities of Kazakhstan 
and the Kyrgyz Republic, 2008

Top Items USD millions Percentage of all city production
Almaty 2,563.1 100.00
 Ready-mixed concrete 167.3 6.50
 Copper 141.4 5.50
 Mineral water and other nonalcoholic drinks 123.1 4.80
 Polygraphist activity 118.0 4.60
 Brewing 113.7 4.40
 Cacao, chocolate, and sugar confectionary 91.1 3.60
 Light metal structures 83.3 3.30
Astana 806.0 100.00
 Ready-mixed concrete 204.4 25.40
 Concrete products 73.3 9.10
 Maintenance of railway rolling stock 70.6 8.80
 Wall blocks 35.8 4.40
Bishkek 394.9 100.00
 Foodstuffs, including beverages 100.6 25.47
 Electricity, gas and water a 74.9 18.96
 Nonmetallic mineral products 35.9 9.10
 Pulp and paper industry, publishing 27.2 6.90
 Rubber and plastic products 27.0 6.83
 Tobacco 26.8 6.78
 Textiles and clothing 21.0 5.32
Osh 45.5 100.00
 Electricity, gas and water a 30.9 67.83
 Foodstuffs, including beverages 6.9 15.05
 Nonmetallic mineral products 4.5 9.97
 Textiles and clothing 1.3 2.91

Source: Statistical agencies of Kazakhstan and the Kyrgyz Republic.
aIncludes distribution.
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Table A1.3. Number of fi rms by type of economic activity, leading cities 
of Kazakhstan, the Kyrgyz Republic, and Tajikistan, 2008

Country and city All Firms Large fi rms Medium fi rms Small fi rms
Total
Kazakhstan 85,014 1,732 5,010 78,272
 Almaty 21,961 348 982 20,631
 Astana 7,976 144 369 7,463
Kyrgyz Republic 22,418 1,625 3,366 17,427
 Bishkek 8,607 584 776 7,247
 Osh 1,075 119 128 828
Mining
Kazakhstan 848 117 147 584
 Almaty 47 3 3 41
 Astana 18 2 1 15
Kyrgyz Republic 78 n.a. n.a. n.a.
 Bishkek 6 n.a. n.a. 6
 Osh 2 n.a. n.a. 2
Manufacturing
Kazakhstan 7,798 361 766 6,671
 Almaty 2,164 58 137 1,969
 Astana 523 16 42 465
Kyrgyz Republic 1,681 n.a. n.a. n.a.
 Bishkek 688 18 53 617
 Osh 108 2 5 101
Tajikistan 798

(a)  n.a. (b)  n.a. (c)  n.a.
 Dushanbe 234 n.a. n.a. n.a.
 Sughd oblasta 233 n.a. n.a. n.a.
Services and other
Kazakhstan 76,368 1,254 4,097 71,017
 Almaty 19,750 287 842 18,621
 Astana 7,435 126 326 6,983
Kyrgyz Republic 20,659

n.a. n.a. n.a.
 Bishkek 7,913 566 723 6,624
 Osh 965 117 123 725

Source: Statistical agencies of Kazakhstan, the Kyrgyz Republic, and Tajikistan.
aNo data are available for Khujand; data are available only for the Sughd oblast region as a whole.
n.a. = Not available



Trade Expansion through Market Connection 67

Appendix 2. Transport and Distribution Data
Table A2.1. Trade turnover and warehouse capacity, leading cities of Kazakhstan,
the Kyrgyz Republic, and Tajikistan, selected years

Warehouses

Country and city Number
Active area

(m2)
Retail turnover 
(USD millions)

Wholesale turnover 
(USD millions)

Kazakhstan, 2008 8,405 5,273,175 16,069.9 43,513.6
 Astana 665 665,055 1,687.0 8,940.0
 Almaty 2,050 755,576 6,552.1 16,242.1
Kyrgyz Republic, 2007 2,053 350,428 2,454.0 n.a.
 Bishkek 884 248,870 1,047.8 n.a.
 Osh 209 31,306 232.8 n.a.
Tajikistan, 2007 n.a. n.a. 1,012.8 n.a.
 Dushanbe n.a. n.a. 181.1 n.a.
 Khujand n.a. n.a. n.a. n.a.

Source: Statistical agencies of Kazakhstan, the Kyrgyz Republic, and Tajikistan.
n.a. = Not available.

Table A2.2. Freight turnover, leading cities of Kazakhstan, the Kyrgyz Republic, 
and Tajikistan, 2008 (millions of tons/kilometer)

Country and city All types of transport Rail transporta Road transport Air transport
Kazakhstan 369,824.67 215,110.41 63,475.21 69.46
 Astana 2,929.45 n.a. 2,881.56 47.89
 Almaty 8,298.46 n.a. 8,277.93 20.53
 Volume not distributed by oblasts 263,785.40 215,110.41 n.a. n.a.
Kyrgyz Republic 2,278.60 943.10 1,059.60 47.10
 Bishkek n.a. n.a. n.a. n.a.
 Osh n.a. n.a. n.a. n.a.
Tajikistan n.a. n.a. n.a. n.a.
 Dushanbe 72.50 n.a. n.a. n.a.
 Khujand 599.50 n.a. n.a. n.a.

Source: Statistical agencies of Kazakhstan, the Kyrgyz Republic, and Tajikistan.
n.a. = Not available.
aFreight transportation by rail is not distributed by cities.
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Table A2.3. Freight transportation, leading cities of Kazakhstan, the Kyrgyz Republic, 
and Tajikistan, 2008 (thousands of tons)

Country and city All types of transport Rail transporta Road transport Air transport
Kazakhstan 2,191,838.66 271,547.47 1,720,924.06 23.71
 Astana 58,645.18 n.a. 58,628.79 16.39
 Almaty 128,568.35 n.a. 128,561.60 6.75
 Volume not distributed by oblasts 397,371.51 271,547.47 n.a. n.a.
Kyrgyz Republic 31,700.00 1,800.00 29,234.30 0.90
 Bishkek n.a. n.a. 5,481.30 n.a.
 Osh n.a. n.a. 1,141.10 n.a.
Tajikistan 47,381.90 14,555.40 32,824.00 2.50
 Dushanbe 11,912.20 n.a. n.a. n.a.
 Khujand 1,441.90 n.a. n.a. n.a.

Source: Statistical agencies of Kazakhstan, the Kyrgyz Republic, and Tajikistan.
n.a. = Not available.
aFreight transportation by rail is not distributed by cities.

Appendix 3. Land Cover of the Hinterland of the Leading Cities

Figure A3.1. Land cover around Almaty

Source: Authors.
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Figure A3.2. Land cover around Astana

Source: Authors.
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Figure A3.3. Land cover around Bishkek

Source: Authors.

Bishkek

0 10 20 305
Km

Urban
Cropland or pasture

Agriculture with other vegetation

Other vegetation

Forest

Grassland

Non-vegetated

Water



World Bank Study70

Figure A3.4. Land cover around Osh

Source: Authors.
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Figure A3.5. Land cover around Dushanbe

Source: Authors.
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Figure A3.6. Land cover around Khujand

Source: Authors.
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