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“CENTRAL ASIAN COTTON INDUSTRY STRUCTURE AND POLICIES” 
Professor Shavkat Bazarov – Director of Independent Agency for strategic research  

and planning in agriculture, Tajikistan 
 

SUMMARY   
By far the most significant crop in Central Asia is cotton. Long time the cotton called “white gold “. Central 
Asia is largely deserted, and cotton production strongly relies on irrigation. More than 80% of arable land in 
Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan is irrigated, and only Kazakhstan irrigates only 7% of 
its arable land. Intensive cotton cultivation in the Amudarya and Syrdarya basin countries has played a major 
role in the world cotton production. Central Asia produces more than 2.0 million MT cotton lint and still one 
of the largest cotton exporters in the world. Unfortunately, Central Asia cotton production dramatically 
decreased in last decade.  Internal cotton processing in  the  Central Asian countries  still very low – from 10-
12% in Tajikistan and  Turkmenistan  to  20-22% in Uzbekistan and Kazakhstan.    
 
Cotton makes a critical contribution to both the agricultural sector and the national economy in Tajikistan. 
Within the agricultural sector, cotton accounts for 60% of agricultural output, supports 75% of the rural 
population, and uses 45% of irrigated arable land. At the national level it is an important source of both 
export earnings (15%) and tax revenue. Tajikistan is the fourth largest exporter of cotton, and there is strong 
demand on world markets for its high quality output. 
 
It is widely agreed that the sector, at the moment, is not performing at its best. Yields, on a national average, 
are not at optimum levels (currently around 1.8 MT/ha seed cotton basis). The quality of seed cotton on the 
plants still remains high, however the lack of competition in the ginning sector has led to a general reduction 
of baled cotton quality. Equally, the failure to control seed cotton collection and storage leads to a mixing of 
seed varieties and qualities, resulting in uneven staple lengths. The latter problem is largely a factor of the 
lack of interest that farmers have, due to low prices being offered for their product.     
 
Cotton mono-culture during the Soviet and transition periods exhausted the soil, especially in Tajikistan, and 
led, to serious plant diseases, which adversely affect cotton yields to this date The major directions of cotton 
development in Tajikistan based on cotton debt resolution and preparation of the Cotton Sector Sustainable 
Development Strategy, developing the elements of truly market cotton infrastructure and seed industry, 
implementing cotton classification and new standards, and also cotton deep processing.  
 

 Background  
The Center Asia historically always associated with populating its space nomadic people and Silk Road. The 
region located in the center of Eurasia, which spreads from lowland of Western Siberian on north to Pamir 
Mountains on the south, from Caspian Sea on the west to Altai Mountains on the east. The Center Asia is 
connected with the neighbor countries - Russia, China, Iran and Afghanistan. The exit to Caspian Sea 
provides communications with the countries of Transcaucasia.    

Map of Central Asia  

http://en.wikipedia.org/wiki/Cotton�
http://en.wikipedia.org/wiki/Amudarya�
http://en.wikipedia.org/wiki/Syrdarya�
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Since olden time – Cotton as the child of Sun and Water were cultivated on the irrigated land of 
Uzbekistan, in most region of Tajikistan, in south of Kazakhstan and Kyrgyz Republic, and in last decade – 
and in Turkmenistan.  The cotton share in watering feather of CA countries, excluding Kazakhstan, makes 
about 45%. 

The agro climatic potential of Tajikistan, especially Vahsh valley, has the big possibilities of 
development of branch. In the mid-seventies last century Tajik farmers had the best in the world productivity 
- 33 MT/hectares and the highest achievement in 1980 - more than 1 million tons of cotton-seed production 
at the highest productivity - 34,5 MT/hectares that testifies to former glory of branch. What prevents to leave 
to Tajikistan on former boundaries, and what objective restrictions of steady growth of branch exist? 
• Decrease in fertility of soil owing to non-observance agricultural technicians, especially systems of 
crop rotations; 
• Absence of effective system of seed-growing and poor quality of seeds;  
• Low level of technical equipment and the bad organization of the mechanized services; 
• Problems of the organization of water delivery and an unsatisfactory condition of irrigating system; 
• The limited access to financial and material resources owing to backwardness of the markets of 
major factors of manufacture and an infrastructure; 
• Bad level of management, especially at farming level, 
•  Huge cotton debts, graphic evidence of an inefficiency of the developed system of cotton 
production.  

Description and critical analysis of the current cotton production system in Tajikistan 
Cotton is not only an important crop for Tajikistan; it is entwined with our history and with the lives and 
future of our people. Cotton makes a critical contribution to both the agricultural sector and the national 
economy. Within the agricultural sector, cotton accounts for 60% of agricultural output, supports 75% of the 
rural population, and uses 45% of irrigated arable land. At the national level it is an important source of both 
export earnings (15%) and tax revenue.  Tajikistan is the fourth largest exporter of cotton, and there is strong 
demand in world markets for its high quality output.  
Unfortunately, for the last years, cotton sector outlives the long-drawn crisis, denominated by reduction in 
efficiency and accumulation of the cotton farm debts, which exceed 540 million USD. As a whole, this 
problem directly or indirectly affects about 70% of rural population of the republic and its influence on farm 
development and stability is difficult to assess. 

In the newest history of Tajikistan cotton development has rather inconsistent character. Destruction 
of old system and stagnation of cotton production in 1991-1995 it was replaced by relative lifting in 1996-
2004 and the subsequent remission in 2005-2008. Dynamics of cotton production and the basic indicators of 
Tajikistan cotton sector development are presented in the appendix 1.  

The obvious reason of volumes decrease of cotton production is reduction of quantity of arable lands 
and low productivity, reduction of prices in the world cotton market and a rise the prices of major inputs. 
However deeper sight at development of cotton production system shows, that it is only visible - a surface 
part of an iceberg. 
 

Experts consider that one of the reasons for the cotton crisis is the interference of politics and other is 
financing system. That financing system financing system has been operating by the investors or so called 
“futurist” in the post-conflict situation in which the country found itself, whilst it solved the immediate problem 
of providing farmers with the basic inputs of production, was not constructive for the creation of a competitive, 
high performing, modern cotton sector. 

  Until recently, to be exact till a crop of 2008, the majority of farms - about 85 % of cotton areas - 
worked under the future scheme of financing (See the Scheme 1.)  

According to Goskomstat RT researches for 12 years futurists  is enclosed in cotton sector  944.1 
million USD  or on the average 340.7 dollars per  hectare. For this period was realized 1,324.6 thousand tons 
of cotton for the sum of 1,554 million USD, that counting on hectare makes 561 dollars (tab. 1). 

Table 1 
Investment of cotton-growing economy under future contracts 



3 
 

Year 
The cotton 

area, 
(thousands ha) 

Investments  
(thousands USD) 

Cotton-seed 
production Cotton realization The 

average 
price 1MT 

cotton total per 1 hа thousands 
MT  per 1 hа Total, MT thousands 

USD 
1996 228,2 60000 263 317 13,9 104084 156797 1506,4 
1997 218,7 65200 298 353 16,1 108105 166823 1543,2 
1998 223,7 89000 376 383 16,1 88414 111973 1266,5 
1999 247,8 45500 172 315 12,7 91479 90390 988,1 
2000 193,6 37042 191 335,4 14 78890 91882 1164,7 
2001 252,8 65525 259 452,7 17,5 73726 70090 950,7 
2002 228,1 62322 259 515,4 22,5 136997 127857 933,3 
2003 259,1 88414 341 537,3 19,0 149213 192743 1291,7 
2004 267,0 121300 454 557,0 19,1 139606 161078 1153,8 
2005 227,7 97279 427 447,9 15,5 138068 148655 1076,7 
2006 229,7 109094 474,9 437,9 17,0 109626 114759 1046,8 
2007 194,7 103457 531,5 419,8 16,6 106345 120981 1137,6 
Всего 2771,1 944133 340,7 5073,6 18,3- 1324553 1554028 1173,2 

For this period expenses without expenses for cotton-seed production have made 928.3 mln. US 
dollars or 70.4 % from the sum of sale of cotton baled  i.e. from 1,318.3 mln. US dollars, arrived from cotton 
realization for 10 years, only 390.2 mln. US dollars or 29.6 %  remained at the disposal of cotton production. 
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Interaction between an economy and futurist are made under two schemes: on a cotton-seed or a 
cotton fiber. At the second scheme futurist pays services in processing of the cotton-seed and cotton fiber 
export. Independent from futurist the  cotton cultivation farms  within of the developed  cotton production 
system is presented on the scheme 2. 

 
 
 
 
 
 

 
   

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

Given the importance of the cotton sector, the current combination of low productivity, low on-farm 
profitability and excessive debt are major impediments to agriculture sector development and rural poverty 
reduction. Overdue debt is the most visible aspect of this crisis, paralyzing the private sector ginneries and 
export marketing agents who provide most seasonal finance, and inhibiting access by cotton producers to 
alternative markets. In addition, the privatization of collective farms has been slowed down because the 
growth of alternative sources of rural finance has been constrained, markets for farm inputs are distorted, and 
a large proportion of Tajik farmers live in abject poverty. 
  International development organizations, including the World Bank (WB) and the Asian 
Development Bank (ADB), are now working with the Tajik government in an attempt to bring the cotton 
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sector out of its downward spiral. One of the main aims of the international lenders is to open a channel of 
communication with farmers, facilitating direct access to loans and credits. Pilot development programs have 
been established in several cotton-growing districts, but local observers say such schemes are unlikely to be 
implemented on a national scale in the near future. In addition, WB and ADB experts are helping Tajik 
authorities conduct a farm-by-farm financial analysis in pilot program areas. The data gathered, it is hoped, 
will lead to the improvement of lending strategies. 
 

 
SWOT- analysis of Tajikistan cotton situation 

Strengths  
 

• The fourth largest exporters in the world 
•  History of positive cotton production 

and skilled labor  
• In the past period had the highest 

productivity in the world 
• Exist sustainable importers and proximity 

to foreign market 
• High agro-climatic potential and fertility 

of the soils 

 Weaknesses  
 

• Huge cotton debts  
• Low level of profit for farmers  
• Poor productivity (yields) in the cotton area 

in comparison to the more advanced cotton 
growing countries 

• Recent poor financial returns 
• Unsustainable increasing cotton production 
• Volatile cotton market  
• 85% of cotton production exported like raw 

material 

Opportunities  
• Increasing yields of cotton production 

through implementation BT 
• World textile market is growing 
• Growers seek price stability 
• Creating Joint-venture company for deep 

cotton processing with foreign capital 
• Adopting new progressive technology in 

the cotton sector 
 

Threats  
 

• Declining domestic market for cotton and 
fiber 

• Increasing foreign competitions 
• Poor financial returns for cotton farming 
• Massive migration process in the rural 

cotton growing areas 
• Volatile cotton market 
• Increasing the labor migration process from 

rural area to other countries 
• Dependence from input factors  

 
Cotton farmers, Processing, Market Infrastructure and Exports 
 
Due to the delays to reform caused by the initial instability, the reform of agricultural at the farmer level is not as 
developed as had been hoped for by both Government and Donors. However, there has been marked progress in 
this regard in the past 3 years, with nearly all of the previous state and collective farms having been dissolved and 
ownership passing to the members of the previous farms. There have been 2 other impediments to the division of 
land to the individual farmer and extended family farm level. Firstly, there have been inconsistencies in the land 
legislation that have led to a perception of lack of surety for farmers of tenure. Secondly, the debt situation that 
has developed in the sector led to a perception that debts would be directly attached to land parcels and that, 
therefore, farmers in accepting land parcels would therefore also be accepting personal responsibility for previous 
debts.  

Ginners during the former Soviet times was some kind of top of a pyramid of a local cotton complex. 
Here converge industrial communications of territory served by it, here cotton turns from agricultural raw 
materials to the export product which is considered by the international statistics and quoted at cotton stock 
exchanges. Here, as in a mouth of a sand-glass communications on cotton-seed deliveries converge, and then 
from here the cotton fiber "scatters" in different directions.  
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The mentality and the relation to this system of values in cotton sector have not strongly changed. 

Unjustified privatization where on change of the state monopoly, has come private, has even more 
aggravated positions of farmers. In spite of relatively low, illusive profitability of clearing of cotton which 
fluctuates within 3-5 % for the period after acquisition independence of Tajikistan, the quantity of cotton 
factories has increased with 22 to 61, almost three times. Thus capacities of 22 cotton factories provided 
cumulative processing more than 1 million tons of a raw product. Considering, that the volume of 
manufacture of a clap was reduced almost in 3 times, and a cumulative designed capacity of all cotton 
processing factories has increased more than 2 times it is possible to ascertain about obvious disproportions 
in cotton sector where capacities on processing almost 5 times exceed the developed real volume of cotton 
production.  
Thus there is no real competition between cotton ginners, and is no aspiration to raise quality of release of a 
cotton fiber and its productions. Planning on cotton raw product as one of major factors of the Soviet period 
created possibility to manipulate quantity indicators of cotton production as one of forms of the latent 
additions and statistics distortion. It allowed to be enriched to a management of ginners and to become the 
most influential persons in a local cotton zone. 
Originally there were around 20 gins in the Republic in the period immediately post Independence. There are now 
over 60 gins operating in the sector. The basis for competition, however, was hampered by the requirement to 
control the movement of seed cotton between administrative districts due to various internal taxation and VAT 
based issues. However, as can be seen from the Road Map, this practice of the control of movement of seed cotton 
will now be removed by reform of these internal regulations. The Government appreciates that these are stifling 
competition and therefore improvement of the performance of the sector. Obviously, for attraction of foreign 
investment, investors must be enabled to operate without unnecessary administrative controls and allowed to 
compete based on their own commercial terms.  
 
In cooperation between the Government and the Asian Development Bank a number of independent warehouse 
complexes will be constructed and operated by the private sector. The Government appreciates that the ability of 
exporters to collateralize their stocks at origin enhances their ability to finance exports from the Republic and that 
this will lead to greater competition in the sector, with resulting higher prices for farmers. In order to ensure that 
this strategic and important investment is fruitful, the Government will also pass required legislation to enable full 
collateralization of stocks at origin and their pledge to financial institutions.    
 
The current system of control of exports through licensing by crediting banks, the Central Bank and the 
Commodities Exchange developed to ensure that such issues as capital flight, tax avoidance and failure to pay for 
exported cotton were minimized. As with other issues in the sector, these were necessary measures in the 
immediate post-conflict situation. However, whilst these measures served a clear purpose at the time, it is clear to 
Government that their usefulness in the modern setting is lessened and that they now constitute barriers to the 
transparent and competitive development of the sector.  
 
Baled Cotton Quality classification  
 
Tajikistan currently operates the previous Soviet grading system (as do Kazakhstan and Kyrgyzstan), as amended 
by the inter-governmental standards agreement - GOST. Unfortunately, there are several drawbacks to this system 
in relation to price and the difficulties caused with international sale of cotton in accordance with certificates 
issued against this standard. Equally, up until recently, only TajikStandart has been the issuing agency for quality 
certificates (with licensing of individual classers working in the ginning plants). 
 
, The system of cotton grading in Tajikistan is now undergoing fundamental reform. A joint venture (JV) has been 
formed between the Government and Wakefield Inspection Services. This year JV was accredited by 
TajikStandart so that they are able to classify Tajik cotton and issue quality certificates, acceptable to all the 
relevant internal agencies of the Government.  
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In addition to the above, Tajikistan began adopt the Universal Cotton Grade Standards (UCGS) by the United 
States Department for Agriculture (USDA). Certification and accreditation will therefore be available for the JV 
and others to class in accordance with UCGS. Moreover, with the further help of the ADB project, TajikStandart, 
in its role as reference authority for standards, was equipped with HVI machinery. This, in turn, and  supported by 
the construction of a number of HVI labs, which are operating by the JV.  

 
Agricultural policy in the Tajikistan cotton sector 

 
Cotton is considered to be a “strategic” crop in Tajikistan.  By “strategic” is presumably meant that the crop 
is central to the achievement of national objectives such as export promotion, employment creation and 
revenue generation. In the context of pervasive and persistent rural poverty, the ability of the highly-labor-
intensive cotton sector in Tajikistan to provide employment for large number of rural people, especially 
women, is likely to be a strong motivation for local administrations to persist with irrational planting and 
production targets.    
 
The tag “strategic” is also a carryover from the soviet system and appears to carry great weight at all levels 
of government when it comes to justifying interference with the sector.  It is as if the attachment of the term 
“strategic” overrides more basic considerations such as the profitability of the crop.  It may well be that this 
factor has an undue weight in influencing the behavior of local administrations.  Is it possible that local 
administrations may be loathe to abandon the promulgation of cotton targets since it would imply that cotton 
was no longer a “strategic” crop?  Maybe this would be perceived by many district hukomats as a step that 
they would not be prepared to take without explicit sanction from the President himself. 

 
Central government officials like to emphasize that there is no longer a cotton production “plan”. They are 
emphatic that they do not engage, therefore, in interference with farmer decision-making. At the 
commencement of the production year they merely prepare “indications” or “forecasts” of the area to be 
planted and of the associated production levels. These, however, are given in considerable detail in that the 
national “indications” are broken down by oblast and also by raion. It is unlikely, however, that there is any 
robust forecasting tool available to the national authorities that would enable reliable forecasts to be 
produced at this level of disaggregation.  There is thus a strong suspicion that these data are not forecasts or 
“indications” of production but in fact are just what they appear to be, namely, planting and production 
targets.  It is difficult otherwise to see what use this kind of information could be put.  
 
If intervention at the national level is not so obvious or at least veiled, at subsequent levels of government it 
becomes much more apparent that these “indications” take on the character of a mandatory plan and that is 
effectively communicated to producers as a concrete government directive by the local organs of 
government.   
 
The cotton production plan at the subnational (regional) and local (district) level is furnished through a 
hukumat decision and directly supervised at all levels of regional and local administration (region – district – 
jamoat - farm).  A few points are worth noting about these data. First, there is the explicit use of the term 
“plan” as a heading for data that are supposed to be “forecasts” or “indications”. Second, given the prevailing 
regional prices of inputs and the world prices of ginned cotton, operations without loss are next to impossible 
with a locally planned yield of around  2.1 tons /ha1

                                                 
1 This was confirmed to us in several personal communications with local officials and farmers. 

.  Thus the plans that are being promulgated are known to 
be loss-making. However, farmers must bear the full burden of the resulting high risk of losses and 
unsustainable buildup of debt. Unfortunately, local administrations are not required to share these risks 
despite their responsibility for communication these irrational area and production targets to producers. What 
may have happened is that local administrations were obliged to bring these unsuitable areas into production 
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simply to achieve an overall cotton production target for the oblast that was unreasonable given the 
prevailing economic fundamentals. 
 
The taxation system 
The taxation system in Tajikistan impacts on the performance of the cotton sector through two general 
channels.   
First, the tax system is highly decentralized.  Most taxes are generated and collected at local district level.  
The exceptions are the tax on cotton exports which accrues to the coffers of central government and the taxes 
collected in those districts that are subordinated to central government.  The cotton exports’ tax, however, 
only amounts to about 3% of the total national tax yield and the tax generated from the subordinated districts 
amounts to 9% of total revenue.  This system confers considerable autonomy on the activities of district 
governments although the central government does re-distribute some of their tax receipts in the form of 
expenditure support to all districts. The system puts district hukomats under considerable pressure to 
preserve their revenue base.  It is understandable that this preoccupation may result in local administrations 
paying much more attention to this objective and much less to the underlying conditions in the economic 
entities whose activities create that very taxation base. This aspect of the system is our main focus in this 
note.  
 
A second aspect of the taxation system that affects the sector is the structure of taxes that apply in each 
district.  The taxation system in the agricultural sector is a mish-mash of several different taxes that on the 
face of it lack coherence and more than likely contribute to a retardation in the development of the 
agricultural sector and the cotton sub-sector in particular through the distortions that are created.  Thus even 
if the agricultural taxation system in Tajikistan were a completely national system, unlike at present, there 
would still be several concerns about the efficiency and effectiveness of the system.   
 
The unified tax is applied to all agricultural producers of non-processed agricultural products. Cottons 
producers pay this tax at rate that is 50% less than the producers of other agricultural products.  This 
illustrates the social value that the state attaches to the production of cotton.  The total tax burden of cotton 
producers is not necessarily 50% of that of other farmers as cotton producers probably bear the full incidence 
of taxes arising in the processing, marketing and sale of cotton.  They to not face taxes of this nature for most 
other products.  It is not possible therefore to conclude that cotton production is being unambiguously 
supported through the tax system and the operation of UTAP in particular without an analysis of the tax 
burden that applies to the agricultural sector. 

 
Decisions for cotton farm debt resolution  
 
В июне 2009 года  Правительство  Таджикистана решило пойти на  беспрецедентный шаг  и приняло 
решение: 
In June, 2009 the Government of Tajikistan has decided to take an unprecedented step and has made the 
above decision: 

 
1.   The cut-off date for the cotton debt resolution is October 1, 2008. The debt resolution does not cover 
the cotton loans financed by the 2008-2009 budgets. 
2. Farms will be forgiven the debt owed to cotton investors and the non-bank financial institution 

KreditInvest. The National Bank of Tajikistan, KreditInvest, and investors with liabilities to 
KreditInvest will write off the overdue US$ [435] farm debt. 

3. At the same time as the farm debt is written off, the investors debt to KreditInvest (and thus to the 
NBT) will be discounted by the same amount, i.e. US$ [435] million. This discounting requires that 
these investors also implement the farm debt write-offs as defined in item 5 below.  

4. The balance of investor’s debt to KI--US$ [154] million--would be repaid to the KreditInvest and 
further to the NBT as these funds were used to acquire income earning assets. This debt would be 
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repaid within a period of eight years on increasing quarterly installments at positive real interest 
rates. In case of a debt default, the loan collateral would be collected and the investor’s operating 
permit would be withdrawn. These debt restructuring documents shall be issued. 

5.  Investors will write off claims on farms based on loan financing from commercial banks and 
investors’ own resources (US$ 113 million). In compensation, commercial banks will write off cotton 
loans (excluding the 2008-09 budget based loans) to investors. To assist in this segment of debt 
resolution, the Ministry of Finance will issue variable maturity treasury securities to commercial banks to 
match the amount of  banks’ write-off of cotton loans in order to ensure the banking sector’s solvency in 
the debt resolution process.  
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