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Preface
This Country Poverty Assessment Report is largely based on an IDB mission to
Tajikistan from November 13-20, 2008. Much of the analysis is based on the results of the
Tajikistan Livings Standards Survey undertaken a year earlier in 2007 by the Government in
collaboration with several development partners including UNICEF and the World Bank. The
work was also based on a considerable amount of complementary data collected through
other surveys, social assessments and statistics from a wide variety of sources.
The IDB mission team was led jointly by Br. Hikmat Aliyev (then Country Program
Officer for Tajikistan) and Dr. Irfan Aleem (Lead Economist) and included Dr. Areef
Suleman (Economist) and Br. Erzhan Jalmukhanov (the Country Officer). The wider team
which prepared the Report at Headquarters included Dr. Musa Jega Ibrahim (Economist) and
Br. Saeed Ibrahim (Economist). The Tajikistan Country Poverty Assessment was carried out
under the overall guidance of Yousof Khan (then Dy. Director, Country Operations
Department -1) and Br. Dr. Osman Sheikh (former Head, PRSU).
The IDB mission met and held discussions with H.E. Mr. G. Bobozade, the Minister
of Economic Development and Trade (IDB Governor), H.E. Mr. N. Salimov, Minister of
Health, H.E. Mr. M. Shabozov, Chairman of National Statistics Committee, H.E. Kh.
Tagaymurodov, Head of Division on Investment and Economic Reforms, Executive Office of
the President of Tajikistan (IDB Executive Director), H.E. Mr. M. Tolibov, Chairman of
Rasht Rayon & Chairman of the Committee of National Parliament on Agriculture,
Employment & Ecology Issues, H.E. Mr. Kh. Khasanov, Deputy Minister of Land
Reclamation and Water Management, H.E. J. Nuraliev, Deputy Minister of Finance, H.E. Mr.
Sh. Rahimnazarov, Deputy Minister of Agriculture, H.E. Mr. J. Yusupov, Deputy Chairman
of the National Bank of Tajikistan, heads of rayon/district administrations, and resident
representatives of the ADB, EBRD, FAO and local NGOs.
A Country Poverty Assessment (CPA), under Policy Guidelines approved by the
Board of Directors of the ISFD, will be the cornerstone for identifying the poverty and social
profile of a country as an input into the formulation of the Member Country Partnership
Strategy for each of these countries. The objective of the CPA is to take stock of the present
status of each of the MDGs, assess the likelihood of meeting the MDGs, and identify areas of
intervention by the IDB to accelerate poverty reduction.
The CPA aims to provide IDB with the basis for collaborating with other
development partners and stakeholders. The aim is to build a shared diagnosis and
understanding of poverty conditions, to agree on common solutions within the framework of
National Poverty Reduction Strategies, while establishing a division of responsibilities,
coordinating best use of resources and efforts to help a country reduce poverty.
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CHAPTER 1: COUNTRY BACKGROUND AND DEVELOPMENT
CHALLENGES
A.

Socio-economic context

1.1 Tajikistan is a small, landlocked economy in Central Asia with 7.3 million
inhabitants, a GDP of about US$ 5.1 billion and a per capita income of $492. Soon after
independence in 1992, with the collapse of the Soviet Union, the country descended into
civil war that caused widespread damage to physical infrastructure and cost an estimated
50,000 lives. It was only after the end of the war and signing of a peace accord in 1997
that the Government was allowed the opportunity to focus on administering the country
and implementing the economic and social development agenda.
1.2 Tajikistan has made remarkable progress since the end of the civil war. In the
immediate aftermath of the war, President Imomali Rahmon worked to establish control
over the country and focus on political consolidation and security, including the setting
up of a new political structure with a bicameral legislature made up of a Council of
Representatives (lower house) and a National Council (upper house). The country then
moved to the challenge of developing a war torn country that even in the Soviet era was
one of the poorest and most fragile economies in the CIS zone.
B.

Tajikistan today

1.3 The success of the Government in managing its development challenges is visible is
an economy that grew at an average rate of over 8.5% during 2000-08, benefitting from
exports of cotton and aluminum, and on growing remittances from migrants to Russia
(estimated at 35% of GDP in 2009, down from 49% in 2008). In this period inflation
remained largely under control, the exchange rate was stabilized, the external debt was
cut in half and incidence of poverty was substantially reduced.
Table 1: Comparative Economic Indicators 2007

1.4 The country is rich in natural resources, most importantly hydropower potential, and
some minerals - high quality coal, gold, silver, precious stones, and uranium. It is also a
young country, whose economic future is being shaped by its demographics: with 67.5%
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of its population under the age of 29, Tajikistan's youth will be the main force in
determining the country's economic future.
1.5 The above noted positive developments also mask the many challenges Tajikistan is
currently facing. It remains the poorest of the CIS countries. Poverty, has been declining
steadily, but remains very high as discussed in Chapter 2. At the same time, social
indicators have continued to decline, reflecting deteriorating public service delivery,
weak governance, persistent energy shortages, and low per capita income.
1.6 Tajikistan's short and medium-term economic outlook is also challenging. GDP
growth slowed to 7.9% in 2008 due to reduction in outputs and exports because of the
severe winter, which disrupted water and electricity supply systems. Inflation, which
increased in 2008 in the wake of the global food and energy crisis, has contributed to the
difficulties faced by the people. At the same time, the on-going global slowdown
threatens to add to these pressures as migrants return home after losing foreign jobs and
remittances decline. Key macroeconomic data and projections are provided in Annex A.
Figure 1: Main Economic Developments & Projections: 2004-2010

C.

Looking towards the future: Challenges Facing the Economy

1.7 Areas of comparative advantage for the economy Tajikistan's location and natural
resources provide it with significant opportunities for developing the economy and
reducing poverty. These include: (i) a large potential for hydropower and fresh water
resource development; (ii) diverse mineral resources; (iii) strong potential for tourism;
(iv) availability of agricultural raw materials for industrial processing; (v) relatively large
areas of undeveloped land suitable for agricultural use; (vi) favorable conditions for
cultivation of environmentally sound food products; (vii) strategic geographical position
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as a transit country for regional transport; and (viii) comparatively inexpensive labor
force.
1.8 Structural constraints facing the economy: The country's development is also
constrained by several factors. It is (1) landlocked, (2) far away from global economic
centres; (3) has a shortage of accessible oil and gas deposits, (4) is fragmented into
regions because of its natural and geographical features, (5) has a small domestic market
(with a population of 7 million), (6) faces political instability in the surrounding region,
and (7) an ineffective public administration system.
1.9 Policy and institutional challenges to stable long-term growth and poverty
alleviation: The country recognizes that it also has to come up with a response to the
following challenges over the medium to long-term:
1.10 Strengthening weak institutions and governance: The most important institutions –
the government administration and the judicial and law enforcement systems – are not
performing effectively and are a constraint to domestic and foreign private investment or
efficient public service delivery. Deficiencies in the legal framework and the judicial
system, as well as weak public administration and the undeveloped financial sector
hamper the nurturing of an investment climate needed for private sector development.
Low wages earned by public sector employees also encourage corruption. The
government has adopted and is implementing the Public Administration Reform Strategy.
1.11 Improving business environment to diversify the economy and create more job
opportunities: Tajikistan’s inability to obtain large levels of investment is due to some
extent to unfavourable economic conditions and its geographical location. Excessive
administrative barriers to small and medium-sized enterprises, corruption, and inadequate
infrastructure exacerbate this challenge. The small and medium-size businesses continue
to suffer from excessive administrative barriers (see Ch.5).
1.12 Encouraging competition: In certain regions, artificial restrictions are often
imposed on competition, which has a serious impact on the motivation of economic
entities and decision-making with state-owned enterprises operating in the market
environment often receive overt or hidden privileges. Restructured agricultural
enterprises are de jure independent market entities, however de facto they are hindered by
interference on the part of government authorities.
1.13 Improving energy services delivery and developing the country's export capacity.
Tajikistan suffers from chronic winter energy shortages which Barki Tajik, the stateowned utility cannot address. Energy shortages result in reduced availability of food and
fuel, increased prices, prolonged blackouts, and limited access to water. Since
independence, there were no significant investments in the energy sector leading to
deterioration of the energy infrastructure. Improving domestic energy services delivery
and increasing electricity exports are high on the Government's development agenda and
require substantial external support, including private investments.
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1.14 Preserving human capital and physical infrastructure: human capital and physical
infrastructure have deteriorated due to the shocks of transition, the long civil war, and
frequent natural disasters. Inadequate systems of social protection, deteriorating health
and education services, and rising concerns about the quality of and access to drinking
water need urgent attention.
1.15 Inadequate implementation of reforms at the local level: The centralisation of
government revenues and insufficient clarity with regard to the rights, powers and
accountability of local governments and local self-government authorities mean that they
are not actively involved in the implementation of reforms at the local level. This reduces
incentives for regions to enhance their own attractiveness from an investment standpoint.
1.16 Ensuring food security: About 260,000 people now require assistance to obtain
their minimum nutritional requirements and the country remains vulnerable to drought.
1.17 Maintaining macroeconomic stability and growth: Tajikistan's macroeconomic
situation remains fragile. The authorities revealed in October 2007 that the National
Bank of Tajikistan (NBT) has guaranteed at least USD 328 million of external loans to
Kredit Invest (KI), an insolvent Tajik private sector financial institution, ostensibly for
cotton financing. Thus, in effect all of the country's foreign exchange reserves were either
committed or could be called on to cover the guarantees. Tajikistan also faces a serious
challenge in maintaining external debt at sustainable levels and is now classified as a debt
distress country with the debt to GDP ratio now of 50%, nevertheless it has continued to
meet its external public and publicly guaranteed debt obligations on a timely basis while
seeking relief from creditors.
1.18 The 1000-kilometer border with Afghanistan creates a security and drug trafficking
problem, the policing of which poses a serious burden on public resources.
D.

Long-term Vision: National Development Strategy (NDS) up to 2015

1.19 The President of Tajikistan initiated creation of a National Development Strategy as
a vision and long-term strategic framework for the country's development. It is consistent
with Millennium Development Goals and was approved by Parliament.
1.20 The starting point of the NDS is its vision statement for the period to 2015:
"The people of Tajikistan seek to create a prosperous state in which all members of society will
have equal opportunity to enjoy the fruits of political, social and economic development…. Public
Administration will be reformed to ensure that it operates efficiently based on supremacy of
democratic principles and the rule of law. The aim of public policy will be to improve the quality
of life for the country's people, reduce poverty, provide social protection for vulnerable segments
of the population and ensure the healthy development and education of children…."

1.21 To achieve the above vision, the NDS identifies the following priorities: (i) Reform
of public administration (ii) development of the private sector and attraction of
investments and (iii) development of human potential.
4

Strengths and weaknesses of the NDS
1.22 The vision statement, goals and national priorities outlined in the NDS are clear and
indicate a consensus for a decisive break from the legacy of centralized economic
planning to one involving a market based economy and the rule of law. A monitoring and
evaluation framework is part of the NDS based on quantitative indicators of economic
targets (consistent with MDGs) used to measure progress in implementation (Table 2).
Table 2
Key Target Socio-Economic Indicators of the NDS
(assuming achievement of the MDGs)
Millennium
Development Goals
1. Eradicate extreme
poverty and hunger

2. Achieve universal
primary education

NDS Indicator

2003

2010

2015

Poverty in Purchasing Power Parity indicators $2.15 per day
(%)
Malnutrition (children under 5, %):
- acute
- chronic
Iodine deficiency (incidence of goitre, %.)
- children under 5
- women of child-bearing age
Incidence of anaemia (%):
- children under 5
- women of child-bearing age
Incidence of vitamin A deficiency among children under 5,
%
Overall indicator of school attendance by children (%)

64

48

32

7.6 (2004)
31.4 (2004)

5.5
26.0

3.8
20.9

64.0
60.0

45.1
42.5

32.0
30.0

37.0
48.0
51.8
(2002)
88.0
(2004)
88.4
(2004)

26.5
34.0
36.4

18.5
24.0
25.9

91.0

99.0

95.0

99.1

52.0/48.0
54.4/45.6
53.5/46.5
98/100
89

52.0/48.0
53.4/46.6
53.4/46.6
99.0/100
68

52.0/48.0
53.0/47.0
53.1/46.9
100/100
29.6

118
120

80
70

39.3
30

2500
50.0

Not more than
6,800
20.0

146

125

Not more than
292.9
98
0

198

96

97

64

74

47

50

37

65

Literacy rate among the population aged 15–24 (%)
3. Promote gender
equality and
empower women

4. Reduce child
mortality

5. Improve maternal
health
6. Combat
HIV/AIDS, malaria
and other diseases

Ratio of boys to girls in schools (%):
in primary grades (1- 4)
in intermediate grades (5-9)
in grades 10-11
Ratio of literate men and women aged 15–24 (%)
Infant mortality (per 1,000 live births)

Mortality among children under 5 (per 1,000 live births)
Maternal mortality (per 100,000 live births)
HIV/AIDS (total number of cases)

506*
(2005)
Incidence of malaria (per 100,000 people)
29.1
(2005)
Incidence of tuberculosis (per 100,000 people)
60
(2005)
Incidence of parasitic diseases (per 100,000 people)
292.9
(2004)
Immunisation coverage of children under 1 year (%)
95
Incidence of measles (per 100,000 people)
0
(2005)
7. Ensure
Proportion of the population using solid types of fuel (%)
32.2
environmental
(2002)
sustainability
Access of the urban population to safe water (%)
93
(2004)
Access of the rural population to safe water (%)
47
(2004)
Access to basic sanitation in urban areas (%)
23
(2004)
Access to basic sanitation in rural areas (%)
5
(2004)
* According data from the Ministry of Health and UNAIDS estimates, the figure is 6,800 people.

98
0

1.23 There are several issues raised by the NDS. The first issue is the sustainability of the
assumed high rate of economic growth of 7% per annum. The sources of growth are not
5

identified and the projections assume that the economy will be able to grow without an
increase in monetary depth (measured as money supply, M2, as a percentage of GDP)
currently at 15-16% and low by international standards. The slowdown in growth during
2008 to 5.1% and the further decline projected for 2009- 2010 (see Annex A) are a
reflection of this risk. The second issue concerns budgetary resources needed for
achievement of MDGs. An estimate of the costs of these reforms and budgetary
allocations is missing—see Chapter 2 for discussion.
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CHAPTER 2: POVERTY IN TAJIKISTAN—A PROFILE

A. Introduction
2.1 The IDB’s 1440 vision prioritizes poverty alleviation and human development in IDB
member countries. Through its NDS and PRS, the Tajikistan government has
demonstrated that poverty alleviation continues to be a pressing development issue for
them. As a result, assessing the nature of the poverty situation in Tajikistan and the
progress made in the country on the human development related MDGs is essential.
2.2 Poverty is a multifaceted condition which can refer to many dimensions such as lack
of opportunities, capabilities etc. The IDB Vision along with the MDGs, concentrates on
income and consumption based measures of poverty and human development. Human
development although briefly attended to in this chapter, is given a fuller analysis in
Chapter 3.
B. Aggregate Poverty Picture
Measurement of Poverty
2.3 The Government of Tajikistan together with its partners has carried out three separate
Living Standards Surveys. These surveys, carried out in 1999, 2003, and 2007
respectively, provide the best available data for poverty analysis in the country. Although
data from both the 1999 and 2003 surveys is widely available, as of this writing the
results for the 2007 survey have yet to be published, although some limited results were
provided to the CPA mission by the Government. This posed a significant data constraint
for this CPA, as all reference to the findings of the latest living standards survey are from
secondary sources, such as the World Bank.
2.4 As part of the 2007 Tajikistan Living Standards Survey (TLSS), the Government
defined the absolute poverty line as 139 somoni per month. This is equivalent to
approximately $1 per day at the exchange rate, as it existed on June 1, 2009 of 4.60
somoni to the dollar. 1 The Government also defined extreme poverty line at 89 somoni
per day, equivalent to $0.65 per day at the June 1, 2009 exchange rate. This report
focuses on the absolute poverty line while referring to the extreme poverty line, where
appropriate.
Poverty Results – Where Are We Now?
2.5 Poverty in Tajikistan has declined substantially during the last decade, but remains
relatively high. The incidence of poverty in Tajikistan declined from 83% in 1999 to
64% in 2003 before falling to 53.1% in 2007. 2 As shown in Table 2.1, the level of
extreme poverty has declined at an even faster pace with 17.4% of the population
1

The absolute poverty line of 139 somoni per month is, per government estimates, equivalent to $2.15per-day, using purchasing power parity value of the exchange rate. The basis of the calculation, made circa
2007 at a time when the somoni was much stronger, was not provided to the IDB mission.
2
Consistent with the National Development Strategy (NDS) figures for incidence of absolute poverty.
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classified as living in extreme poverty compared with 36% in 1999. In spite of these
gains, Tajikistan is still the poorest country in the region, with a per capita GDP of
US$337.5 in 2005 and absolute poverty, at 53.1%, remains at a relatively high level.
2.6 Poverty is largely a rural phenomenon in Tajikistan. Rural areas account for about
76% of those living in absolute poverty and 71% of people living in extreme poverty—
see Table 2.1. Thus, any poverty reduction efforts will need to target rural areas. This is
in line with the percentage of rural population of 73%.
Table 2.1: Aggregate Poverty Numbers

Extreme Poverty headcount 2007
Extreme Poverty headcount 2003
Extreme Poverty headcount 1999
Poverty headcount 2007
Poverty headcount 2003
Poverty headcount 1999
Source: TLSS (2007)

Poverty Rate of
population (%)
Total Urban
Rural
17.4
18.9
16.9
18
36
53.1
49.3
54.5
64
83

Concentration of poor
population (%)
Urban
Rural
28.6
71.4 100%

24.4

75.6

100%

2.7 Progress in tackling the incidence of poverty varies across regions: the poorest
region is Sughd, followed by Khatlon and DRS. The largest improvements, with regard
to addressing poverty were in the GBAO and Khatlon regions; absolute poverty in these
two regions declined by 41% and 31% respectively. Of greatest concern is the western
Sughd Region where the percentage of its population living in absolute poverty has
increased from 64% to 69%, the highest level of absolute poverty at the regional level.
Sughd also has a very high percentage of individuals (32%) living in extreme poverty.
The other region that is worth mentioning is Khatlon, where the total percentage living in
absolute poverty declined substantially to 47% but the percentage living in extreme
poverty increased from 32% in 2003 to 40% in 2007.
Table 2.2: Regional Distribution of Absolute and Extreme Poverty
Regions

Level of absolute poverty (%)

Level of extreme poverty (%)

2003
84

2007
43

Change
-41

2003
3

2007
4

Change
-1

Sughd region

64

69

+5

39

32

-7

Khatlon region

78

47

-31

32

40

+8

Dushanbe

49

43

-6

8

7

-1

GBAO

3

3

Gomo-Badakhshan Autonomous Region (GBAO)

8

DRS 4

45

47

+2

20

17

-3

Country
Average

64

53,1

-10,9

18

17,4

-0,6

2.8 The incidence of poverty, both absolute and extreme, is likely to have increased
further in the wake of the global food and financial crises in 2008.
2.9 The poorest regions are also the ones that are most vulnerable to food insecurity.
Based on FAO estimates, about 34% of households are severely or moderately "food
insecure". 5 The main factors that have contributed to this situation are the severe winter
at the end of 2007 and in early 2008, and the sharp increase in food price inflation since
2006. Five Zones in Khatlon region, one Zone in Sughd region and one Zone in DRD
region present the highest levels of severe food insecurity, with practically one in 5
households affected.
Figure 1: Food insecurity by Region

Source: FAO Emergency Food Security Assessment in Rural Areas of Tajikistan (2008)
2.10 In view of the above findings, food security should be a major priority for Tajikistan
and IDB agrees with the targeted multisectoral set of measures recommended by FAO to
help address the problem. These include measures aimed at strengthening the health,
4

Districts of Republic Subordination (DRS)
Severely food insecure is defined by FAO as a diet that is unlikely to cover an individual's energy
requirements, particularly for those with specific needs such as children, pregnant and lactating women and
does not provide necessary minerals and vitamins for a healthy life. "Moderately food insecure" households
are those that consume a diet slightly more varied but it still fails to cover the nutritional requirements of
vulnerable household members, contributing to increased risk of disease and malnutrition. See FAO
Emergency Food Security Assessment in Rural Areas of Tajikistan (2008)
5
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education and private sectors consistent with the analysis in the rest of the report and
pulled together in Chapter 6.
2.11 Poverty in Tajikistan is closely associated with demographics. The 2007 Living
Standards Survey indicated that certain demographic characteristics contribute to making
Tajik household’s more prone to poverty (see Figure 2). These include:
(i)

Number of children in household—the higher the number, the higher is the
poverty
(ii)
Households headed by a female are poorer compared with those headed by
males
(iii)
The education level of the household head (inverse relationship)
(iv)
The employment status of the household head and the type of employment

Figure 2: Poverty and Demographics
80%

66%

70%

66%
63% 61%

Poverty Headcount

60%

56%

53%

61%
57%

57%

56%
52%

53%

50% 48%

48%

50%

58%
47%

43%

42%

44%

36%

40%

33%
30%
30%

20%

10%

No. of children

Ratio of
migrants

Gender
of HH
Head

Education level of HH Head

Type of Employment of
HH Head

Source: TLSS (2007)
2.12 The key challenge for Tajikistan is that it has a substantial proportion of youthful
population that is unemployed. Between 60-65% of young people (ages 15-29 years) are
registered as unemployed and the average age among the unemployed is 29.6 years. The
2005 Country Partnership Strategy (CPS) of the World Bank estimates that 40% of the
population of Tajikistan is less than 15 years, pointing to the potential for harnessing
human resources for achieving economic growth. The provision of sound education will
help skill acquisition by this large youth population. Complementary economic programs
that create employment opportunities for the application of skills are essential for
engendering sustainable and inclusive economic growth to facilitate poverty alleviation.
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Self-empl. (non-agr.)

Wage empl. (non-agr.)

Self-employed (agr.)

Wage-employed (agr.)

Not employed

Graduate School

Higher

Secondary Technical

Secondary Special

Secondary General

Basic

Primary

None

Female

Male

(0.2) - 1

(0) - 0.2

0

4+

3

2

1

0

0%

C. Progress in, and Costs of, Achieving the Millennium Development Goals
2.13 As part of its endeavor to achieve the MDG targets, Tajikistan has prepared a
National Development Strategy up to 2015 (see Chapter 1). The main instrument for
achieving the goals of the NDS is the implementation of a consecutive series of three
year Poverty Reduction Strategies. Table 2.3 highlights the possibility of Tajikistan
achieving the various MDG targets taking account of the progress made to date (see
Chapter 3 for a fuller discussion).
2.14 In terms of eradicating extreme poverty and hunger (MDG-1) the country appears
to be on track in achieving the first target (halving the share of the population below
$1-per-day) but not the second (halving the share of the population who suffer from
hunger). The global MDG poverty line for measuring extreme poverty ($1-per-day) is
based on purchasing power parity estimates of the value of local currencies. Tajikistan, as
mentioned above, is using two separate poverty lines as a proxy to measure the incidence
of poverty: the absolute national poverty line, defined as 139 somoni per month, and the
extreme poverty line, defined as 89 somoni per month.
2.15 Using the extreme poverty line, the target of reducing by half the number of people
living in extreme poverty, has already been achieved compared to 1999, when the first
reliable estimates of poverty were made in the country. The incidence of extreme poverty
declined by 50% from 36% in 1999 to 17.4% in 2007 (see Table 2.1).
2.16 Using the absolute poverty line, as also discussed above, there has also been a
substantive decline in poverty from 83% in 1999 to 53.1% in 2007. Possible explanatory
factors include an increase in real incomes in the wake of strong economic growth since
2000, a decline in family size, increased remittances and urbanization. A halving of the
incidence of absolute poverty from 83% in 1999 to 41.5% well before 2015 seems a good
possibility.
Figure 3: Incidence of Extreme Poverty and Extreme
2.17 Remittances appear to have played a
particularly important role in reducing the
incidence of extremes poverty from 24% to
17.4% in Tajikistan (see Figure 3). They also pose
a risk: the global financial crises in 2008 and the
resulting global growth slowdown have led to job
losses in developed countries and a decline in
remittance flows to developing countries.
Tajikistan is not immune to these trends which
will adversely influencing economic growth and
with it poverty. 6

Poverty Gap in 2007
24.0%

25.0%
20.0%

Current
17.4%

Without Remittances

15.0%
9.4%

10.0%
3.5%

5.0%
0.0%
Extreme Poverty headcount
index

Extreme Poverty gap index

2.18 There are two indicators for measuring progress on reducing hunger (the second
target for MDG-2): (i) prevalence of below-five children that are underweight, and (ii)
6

According to the World Bank, remittance flows from high-income economies into developing countries
reduced (as a percentage of GDP of recipient countries) from 2% in 2007 to 1.8% in 2008 or an estimated
0.2% of the GDP of recipient countries.
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the proportion of population that is undernourished. Data on these measures is lacking.
What we do know is that the nutritional status of children in Tajikistan is a major cause
for concern: 19% of children younger than age 5 were underweight in 2005. Similarly,
the World Food Program estimates that currently some 56% of the population is
undernourished and according to estimates by IDB's Research Department, the country
remains off-track in terms of meeting this target.
2.19 Tajikistan will able to achieve universal primary education (MDG-2). The primary
school completion rate is the single most important indicator for MDG-2. As discussed in
Chapter 3, although the education sector faces many challenges, and requires significant
upgrading, there has been significant progress in primary school completion rates which
are already at or close to 100%.
Table 2.3: Tajikistan’s progress on some key MDGs.

Goals

1 Eradicate
extreme
poverty
and hunger

2. Achieve
Universal
Primary
Education

Targets

1. Halve,
between 1990
and 2015, the
proportion of
people whose
income is less
than one dollar a
day
Ensure that, by
2015, children
everywhere, boys
and girls alike,
will be able to
complete a full
course of primary
schooling.

Indicators
1. Proportion of
population
below the
poverty line (%)
(defined by
Tajikistan as
those living on
less than 139
somoni a
month)

2. Primary
Completion rate

Promote gender
equality by
eliminating
disparities in
education

3 Gender gap in
primary
education net
enrollment ratio
3 Ratio of Girls
to Boys in
pri/sec
education (%)

4. Reduce
child
mortality

3. Reduce by
two-thirds,
between 1990
and 2015, the
under-five
mortality rate

7. Under-five
mortality rate
8. Infant
mortality rate
9. Proportion of
1 year-old
children
immunized
against measles

5 Improve
maternal
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79 in 1996

83 in 2005

95
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100

2.20 Significant progress has taken place towards reducing the under-five child
mortality (MDG 4). Both the mortality rate for children under five years of age and for
infants of up to one year of age have fallen by a third compared with 1990 figures, but
both measures need to decrease further by about 50% by 2015 in order to achieve the
MDG.
2.21 Tajikistan faces major challenges in improving maternal health (MDG-5).
Tajikistan is classified in the group of countries with no appropriate maternal mortality
data for the period 1995–20057. From the only available statistics on maternal mortality
ratio, Tajikistan had the highest figure on the region.
2.22 Progress towards all three MDGs related to health is proving a challenge. If
current trends continue, Tajikistan will not achieve the health related MDGs. In some
instances, the country appears to be regressing and not making any progress on achieving
the MDGs—see discussion in Chapter 3. Discussions with the Ministry of Health
highlighted the issue as one of accuracy of data. Nonetheless, the Ministry acknowledged
that in terms of the health related MDGs, a concerted effort would be required to achieve
these goals.
2.23 The Government faces a major challenge in financing expenditures needed to
meet the MDGs. The UNDP has estimated the cost of meeting the MDGs in Tajikistan as
US$12.9 billion, a large amount compared to available resources even under a high
growth scenario of 7% GDP growth.8 The NDS, which assumes a GDP growth rate of
7

By the United Nations Statistics Division (UNSD) which monitors progress towards the MDGs
The UNDP Millennium Goals Needs Assessment Report for Tajikistan, April 2005. The Report
estimated that the total cost of achieving the key MDG targets by 2015 in food security, gender, education,
health and water and sanitation is of the order of US$12.9 billion or $119 per capita in 2005, rising to $183
in 2015. According to this report, in the baseline reform scenario of 5% GDP growth, Government would
finance 12% of expenditure for meeting the MDGs or US$1.5 billion, the private sector would contribute
8
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7%, does not provide estimates of the costs of meeting the MDGs or explain how the
financing gap would be bridged especially if the growth slows below the projected rate.
Without such estimates, it is difficult to assess the credibility of the GOT projections and
anticipated results. As discussed in Chapter 3, there is also a financing gap of US$ 2.7
billion for implementing expenditures under the PRS II program for 2007-2009; the gap
is over 50% of the total PRS II cost.
D. Vulnerability to Increased Poverty from the Current Global Economic Crisis
2.24 While almost all countries are suffering from the global economic crisis, Tajikistan
is highly exposed because it combines vulnerabilities in four key dimensions.9 These are
(i) a high initial level of poverty, (ii) decelerating GDP growth, (iii) limited fiscal space—
a limited capacity to finance larger fiscal deficits or to borrow from abroad—to offset any
slowdown in economic activity, and (iv) low institutional capacity to adjust and scale up
public expenditures to protect vulnerable groups. This raises the extent of poverty
alleviation challenges for Tajikistan.
2.25 The global economic crisis adds to the challenges for meeting the MDGs. Not only
is economic growth expected to decline, but exports, remittances and donor assistance are
expected to shrink making funding gap of meeting the MDG is wider at least in the 2-3
years.
2.26 The recent financial crises has also impacted on the employment of Tajikistani’s
working abroad, and the return of these migrant laborers and the loss of their remittances
could place further strain on the economy and the challenges facing the Government with
regards to poverty alleviation.

45% or US$5.7 billion, and donors would provide US$ 1.1 billion or 9% of total MDG costs. This leaves
a gap of $4.5 billion, or 35% of total MDG costs. Under a, higher, 7% GDP growth scenario, Government
would be able to finance an additional 30% of the costs, or US$2.3 billion, leaving a financing gap of 16%
or US$2 billion.
9
Based on a February 2009 World Bank policy note, titled, "The Global Economic Crisis: Assessing
Vulnerability with a Poverty Lens", a country is "highly exposed" if it faces decelerating growth and high
poverty levels, while those that face either decelerating growth or high poverty levels are considered to be
"moderately exposed". The note classifies Tajikistan in the list of countries that are "highly exposed".
CPIA ratings are used to measure institutional capacity.
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CHAPTER 3: KEY SECTOR ANALYSIS

I. HUMAN DEVELOPMENT
3.1 The Government considers improving the human capital of poor people, and
specifically the health and education outcomes in Tajikistan, as a key priority for poverty
alleviation in Tajikistan. This ties in well with the 1440 vision of the IDB and the MDGs,
which both place the empowerment of the poor, so that they are able to lift themselves
out of poverty, as the main thrust of poverty reduction efforts. Indeed, four out of the
eight MDGs refer specifically to the health and education sectors. Accordingly, this
chapter concentrates on the Health and Education sectors of Tajikistan.
3.2 The main objective of the Government with respect to the health sector is the
reduction in maternal and child mortality and in infectious diseases, and elimination of
certain infections that are manageable by vaccination. Similarly, for the education sector,
the Government wishes to increase the percentage of girls and boys covered by basic
secondary education to 98%. As set out in its NDS and incorporated in its latest PRSP,
the Government intends to reach these objectives through a combination of actions:
financing measures in these sectors, while at the same time implementing market based
reforms.
A. Current Status Health
3.3 Historically, Tajikistan’s main health indicators were on par with an average middleincome country. The situation has deteriorated significantly since, in particularly for the
poorest who have limited access to quality health services. The level of budget
expenditures for health is one of the lowest in the region. Indeed, government
expenditure on health as a percentage of total government expenditure is the second
lowest in Tajikistan of all the CIS IDB MCs, as shown in Figure 1 below.

Source: The World Health Organization Indicators
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3.4 Non-communicable diseases have become an important problem, while the
frequency of contagious diseases has, in some years, exceeded epidemic thresholds.
Psychic disorders, a remnant of the civil conflict, are also a serious concern.
3.5 On the goal of reducing the under-five child mortality (MDG-4), Tajikistan has
made significant progress on the 1990 figures. According to the WHO, the mortality rate
for children under five years of age has fallen from 115 per 1000 live births to just 68 per
1000 live births. Similarly, the mortality rate for infants of up to one year of age, reduced
from 91 per 1000 live births in 1990 to 56—see Figures 2 and 3. Both of these figures
still need to decrease further by about 50% by 2015 in order to achieve the MDG.

Source: United Nations Statistics Division - Millennium Development Goals Database

3.6 One of the factors contributing to the progress on this MDG could be the
improvement in child immunization. For example, as can be seen in Figure 3 the
percentage of one year old children immunized against measles increased from 68% in
1992 to 87% in 2006. However, it should be noted that this figure has remained roughly
constant for nearly 10 years and there is still room to raise the percentage of one year old
children immunized against measles into the 90th percentile.
3.7 On MDG-5, which relates to reducing by three quarters, between 1990 and 2015, the
maternal mortality ratio, Tajikistan is in the group of countries, which lack appropriate
maternal mortality data for the period 1995–200510. However, if we look at the data
available on maternal mortality for Tajikistan, in 2005, and compare it to the data on
other CIS IDB Member Countries, Tajikistan has the highest maternal mortality ratio of
170 per 1000 live births. Further, it is well behind the benchmark set for the MCs in that
region by Uzbekistan of only 24 per 1000 live births (see Figure 4).
3.8 Progress on MDG-6, combating HIV/AIDS, Malaria and other diseases, is difficult to
measure because of the lack of data on HIV and AIDS prevalence in Tajikistan. Still we
10

By the United Nations Statistics Division (UNSD) which monitors progress towards the MDGs
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can observe the progress on fighting the spread of other major diseases. For example,
with respect to the spread of Tuberculosis, Figure 5 shows that the incidence of
Tuberculosis has been steeply rising in Tajikistan since 1995. Indeed the figure almost
quadrupled from a low of 65 cases per 100,000 of the population in 1995, to 204 cases
per 100,000 in 2006.

Source: United Nations Statistics Division - Millennium Development Goals Database

3.9 The cuts in budget spending for healthcare have led to the introduction of
informal fees for medical services, which has dramatically limited access for the poor.
Facilities providing primary health care receive only 16% of the health budget, and most
of this goes to wages; hospital services receive over 70% of available budget funds for
healthcare. Children at the age under 3 years, pensioners, invalids and those
suffering from diseases such as cancer, tuberculosis and others cannot get free medicines.
About half of those requiring medical treatment rely on self-treatment.
3.10 Although the health sector is present in rural and urban areas, their poor quality and
limited availability of health care facilities (appropriate equipment, medicaments and
staff), leave a lot to be desired.
B. Current Status Education
3.11 Although Tajikistan inherited a relatively developed network of educational
establishments, limited resources have resulted in these schools requiring refurbishment
and additional schools needing to be constructed.
3.12 The structure of the education system is very similar to the other CIS countries.
Tajikistan has a system of four levels of education: preschools; general secondary schools
(which include primary grades 1-4, secondary grades 5-9, and upper secondary grades
17

10-11); specialized secondary, vocational and technical schools; and higher education
institutions.
3.13 As can be deduced from Figure 6, gross11 primary l school enrolment increased from
91% in 1990 to 100.3% in2006. The gross enrollments rates for secondary level are also
at an encouragingly high level at 82.6%, but the tertiary education level in Tajikistan
suffers from a low enrollment rate.
Figure 6: Gross Enrollment Ratios
Ratios

Figure 7: Regional Gross Enrollment

Source: World Bank Tajikistan Ed Stats12

3.14 In terms of primary school gross enrollment, Tajikistan compares favorably with
other CIS IDB member countries, second only to Kazakhstan as Figure 7 illustrates.
3.15 In addition to high enrollment rates, the completion rate for primary school level of
education has been relatively high. The policy of compulsory schooling up to grade 9
may have contributed to these significant levels of enrollment and completion. However,
continuation of education beyond the primary school level has been encouraging with
between 60% and 70% of students enrolling in grade 10 and 11.

11

Gross enrolment takes account of those outside the primary school age, yet enrolled in primary schools.
Since total enrolment is compared to total number within the enrolment age group, it is possible for
enrolment to exceed 100%.
12
http://go.worldbank.org/JVXVANWYY0
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Source: World Bank Tajikistan EdStats

3.16 From a gender perspective, the gender gap in the gross enrollment ratio of Tajikistan
narrowed to 3.9% in 2005 after peaking at 7.2% in 2001 but rose to 4.7% in 2006 (Figure
9).
3.17 International Donor funded meals for students in primary schools were utilized to
ensure children receive adequate nutrition and is also used as mechanism to entice
parents to send their children to school. Although high levels of enrolment have been
achieved, issues that need to be addressed from a “hardware” perspective are the
refurbishment of existing schools, provision of textbooks, and conversion of “home
schools” to formal establishments and the construction of additional schools.
3.18 Government spending has been increasing steadily since 2000 see Figure 11.13
Indeed the figure of 3.6% of GNI in 2005 was 60% more than the spending level in 1999.
Nevertheless, spending on the education sector needs to increase significantly if they are
to reach the historical highs seen in the early 1990s when expenditures were estimated at
about 9% of GDP.

13

Source: UNESCO Institute for Statistics Data
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C. Main Constraints facing the Health Sector
Key issues identified in this sector under the NDS14 are:
3.19 Institutional Problems: As indicated by the ministry of Health, there is a lack of
reliable medical and health statistics. There are weaknesses in the registration and
reporting system and in communication between medical establishments, sometimes due
to transport problems. All collection of data is manual. This has resulted in underreporting of progress on health related targets and may give the impression that the
country is regressing in many areas. The above is indicative of deficiencies in the health
care management system, and the resultant poor planning and analysis.
3.20 Access: The health system is skewed toward secondary and tertiary healthcare
(hospital services receive over 70% of available budget funds for healthcare), which
tends to be expensive and out of the reach of poor people especially the rural population.
In addition, the bulk of government funding is for secondary healthcare, further
compounding the problem. The budgetary imbalance along with the lack of appropriate
primary healthcare facilities resulted in patients seeking assistance from the more
expensive hospitals as opposed to the primary healthcare facilities.
3.21 Physical Infrastructure: The main problem is serious under-funding. There is
therefore an urgent need to expand/renovate and equip primary health care facilities as
well as certain secondary-level establishments and provide them with medicines and
medical supplies. Moreover, deficiencies in the management system add to the problem
of limited resources resulting in inefficient utilization of available resources.
3.22 Lack of funding also applies to immunization services and to the various bacteriological, virus, parasite, biochemical, clinical – laboratories that stand idle. In
addition, quality control of medicines, including imported pharmaceuticals, is weak.
3.23 Human Resource Constraints: There is a shortage of health care workers (trained
personnel, family doctors and nurses capable of providing primary care) specifically in
the rural areas, and the qualifications of available medical personnel declining. Shortages
of skilled medical staff are in large part due to low salaries of medical staff and which is
also leading to an exodus of health care workers from the field. In addition, there is an
uneven distribution of staff between cities and villages, severely reducing access in rural
areas.
D. Main Constraints facing the Education Sector
3.24 The National Development strategy of Tajikistan identified several core problems
with the education system.
14

The constraints identified by the NDS are generic. To zero in on the most binding constraints, a more indepth diagnostic study needs to be carried out as part of the CPA process.
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3.25 Physical Resource Constraints: Currently, there is a shortage of 600,000 spaces for
students, 87% of schools lack adequate sanitary conditions, 26% of schools have no
heating systems, 24% do not have running water and 25% have no toilets. In addition,
technical infrastructure such as computers and electronic equipment is severely lacking.
The Government plans to increase the number of students in the general secondary
education system by 40% by 2015, further compounding the problem. Given the existing
poor state of facilities and the space shortages, the education system will be unable to
cope with the demand.
3.26 Institutional Problems: There are concerns about both the quality and delivery of
education in Tajikistan due mainly to low quality of instruction, shortage of teachers,
outdated curricula and shortage of teaching materials such as textbooks and teaching aids,
among others. The education sector, like the health sector, also suffers from government
neglect; this can be seen by comparing government spending in the sector in 1991 (8.9%
of GDP) to that in 2005 (3.2% of GDP). This large drop over a 15-year period masks
recent increase in government spending in the education sector as reflected in Figure 11,
which shows that spending in 2005 was about 60% more than its 1999 level. Government
spending on the education sector represents only about 30% of the requirement of the
sector.
3.27 The approach to policy making is imbalanced, with the planning and management of
resources being relatively inefficient. The sector also has poor statistics and ineffective
methods for evaluating performance and service delivery. This coupled with the poor
organization has resulted surplus skills in areas not required by the market, and shortages
of appropriately trained individuals in other specialized areas. Curricula are also
unavailable for all levels of instruction. This problem is further exacerbated by the
shortage of up-to-date textbooks.
3.28 Hence, from an institutional perspective, there is an urgent need to reform the
management of the education system at the national and regional levels in order to foster
greater access to high-quality education.
3.29 Human Resources: The above problems are compounded by shortage of skilled and
appropriately qualified school teachers. In addition, the sector is characterized by low
wages, morale and commitment among school teachers and educators at higher education
institutions. The resultant effect has been an exodus of teachers from the profession.
Moreover, the absence of modern information technology in teacher training institutions
limits possibilities of using modern teaching methods.
E. Development Implications
3.30 Health and education provision are the key ingredients of human development, the
bedrock of sustainable economic and social development. The above assessment points to
a deep crisis in the health sector of Tajikistan as can be inferred from a situation where
almost a quarter of the children population are not receiving essential vaccinations,
communicable and non-communicable diseases are increasing and serious incidences of
psychic disorders are reported. There is also evidence of decline in the quality of the
education system and several issues need to be addressed at the national level, including a
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lack of resources, outdated curriculum and teaching methods, and how to overcome the
constraints that stop children from poor families attending school.
3.31 The above mentioned constraints facing these two critical sectors indicate serious
systemic problems that stem from inadequate budgetary allocations that have been on a
long term declining trend as a percentage of GDP. The human development indicator
(HDI) for Tajikistan reflects this trend—the HDI deteriorated from 0.71 in 1985 to 0.64
in 1995 and the figure for 2005, 0.67, is still well below its 1985 level. As the HDI is a
composite measure of essential livelihood requirements such as health, education and
economic well-being, the deteriorating levels of HDI of Tajikistan, against the backdrop
of the challenges facing the health and education sectors of the country, is revealing. The
declining trend in Tajikistan’s HDO still, while still within the "medium" range
classification, is a reflection of gains made in the Soviet era that have been eroded since
199115. It is crucial to address the human development challenges of the country through
robust interventions in the health and education sectors in order to prevent further drift
and create the requisite conditions for sustainable development. 16
Overcoming Obstacles
3.32 The fundamental issue is inadequate financing of health and education services as
well as efficient use of available resources for optimal delivery of the services. Funds are
urgently needed to rehabilitate buildings, re-equip schools with textbooks and teaching
materials, raise teachers’ salaries, and improve teacher training and help update the
curriculum. In the same vein, funds are needed to provide health facilities, recruit and
train health personnel and provide health service consumables.
Health Sector Measures
3.33 To address the serious challenges facing the health care system, in its poverty
reduction strategy for 2007-2009, PRS II, the government has prioritized its activities to
(i) increase the effectiveness of the management system and financing; (ii) expand the
role of the private sector in the delivery of medical services; (iii) improve protection for
maternal and child health; (iv) combat HIV/AIDS, malaria, tuberculosis and other
infectious diseases; and (v) improve personnel training and reinforce the material and
technical base of the health care system.”17
Education Sector Measures
3.34 Similarly in the education sector, in PRS II, the government has identified
education as a key sector for achieving the goals of the PRS and has pledged to enhance
government spending in the sector to at least, the 1991 level of 8.9% of GDP in order to
facilitate: (i) improvement of the education management system; (ii) establishment of a
more effective system for the use of available resources; (iii) improvement of
15

HDI classification comprise: (i) countries with an index value of 0.8 and above as those with high HDI;
(ii) countries with index value within the range of 0.5-0.799 are in the medium HDI category; and (iii)
those with index value of below 0.5 are in the category of low HDI.
16
http://hdrstats.undp.org/countries/data_sheets/cty_ds_TJK.html Source: Human Development Reports –
Tajikistan Country Factsheet Source:
17
Consultative Group Meeting Development Forum (2007:42). Poverty Reduction Strategy of the Republic
of Tajikistan for 2007-2009.
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methodological and personnel support for the education system; (iv) better access to
education for girls and boys and children from socially vulnerable segments of the
population; and (v) upgrading the material and technical base of the education sector. 18
F. Unmet financing needs that are considered high impact and sustainable—
Suggested IDB interventions for 2010-2012
3.35 There remains a critical funding gap for implementing measures outlined in PRS II
for development of the education and healthcare sectors, costing an estimated US$157.9
million and US$160.8 million respectively. Of these amounts, US$75.7 million and
US$52.2 million represent unmet financing needs that are considered high impact and
sustainable. The mission has identified a selected number of unfunded measures in the
health and education sector for consideration for future funding by IDB in the 2010-2012
period (see Table 6.1)

18

Op Cit.

23

II. EXPANSION OF MICRO, SMALL AND MEDIUM-SIZED
ENTERPRISE SECTOR (MSMES)
3.36 The private sector remains in a nascent state of development contributing to only
an estimated 20% of GDP growth. The Government recognizes the key role that the
expansion of micro, small and medium sized enterprises can play as a source of longterm growth of the economy and the sustained expansion of employment opportunities,
critical for poverty alleviation.
3.37 Both the National Development Strategy (NDS) and PRS II have assigned a high
priority to the development and attraction of investment to the private sector in the hope
that it will lead to gradual commercialization of social sectors of the economy and an
increase in the proportion of services provided on a private basis. Such a development
will not only increase the quantity and quality of social services, but will also make it
possible to concentrate budget funds on providing social services to the poorest segments
of the population.
3.38 This chapter briefly reviews the status of the MSME sector including the impact
of reforms instituted in PRS I, the main constraints to the expansion of the sector
including policy and institutional issues, the priority areas for reform identified under
PRS II and associated budgetary allocations and
expected outcomes. The chapter concludes with an
identification and assessment of high priority
interventions that IDB could consider for inclusion in
its new Country Assistance Program.
A.
Status of the MSME sector
3.39 The MSME sector's importance to the
economy has been increasing (see Chart 5.1). In
2005, the sector provided employment to about
700,000 employees, or about 33% of the total
employment. MSMEs account for the vast majority
of the private sector, which contributed 43% to GDP
in 2005 and grew at a rate of 2.7% annually over 2002-2005.
3.40 The MSME sector of Tajikistan consists of three types of businesses: individual
or micro entrepreneurs (i.e., sole proprietors of an enterprise without any legal status),
dehkan farmer-entrepreneurs (i.e., owners of private agricultural farms) and small and
medium companies (i.e. legal entities) which tend to be of a larger scale.
3.41 From a poverty and employment perspective, dehkan farmers working in the
agricultural sector have a major impact: almost 50% of employees in the MSME sector
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work in dehkan farms, one third are employed as
individual or micro-entrepreneurs, while small and
medium companies employ the remaining 15% (see
Chart 5.2). Individual or Micro-entrepreneurs
represent the largest category of MSMEs in
Tajikistan, both in terms of numbers as well as in
terms of share of revenues: 73% of all MSMEs and
40% of revenues.
Individual or Micro Entrepreneurs
3.42 An individual or Micro entrepreneur is an
sole proprietor who is involved in a business activity
without forming a legal entity, although they have to
register to run their businesses and for tax purposes.
Individual entrepreneurs employ, on average, two
employees on a permanent basis, providing them with
an average monthly salary in 2006 of 122 somoni
($38), the highest level of wages in the sector.
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Table 5.1—Typical Individual Entrepreneur—2006
Average Annual Turnover
Average Annual Profit
Number of Permanent
Employees
Average Monthly Salary

17,000 somoni
4,000 somoni

$5,340
$1,250

2
122 somoni

$38

3.43 Individual/Micro entrepreneurs are involved predominantly in activities that
require minimum investment, bring fast returns, and in particular in trade. They are
mostly present in Sughd province and Dushanbe.
3.44 The number of individual entrepreneurs has been growing significantly at an
average annual growth of 8%, and in 2006 accounted for about 90,000 businesses.
Dehkan Farmer Entrepreneurs
3.45 A dehkan farm is an enterprise involved in the production and sale of agricultural
products. Dehkan farms, like micro entrepreneurs, are registered but without forming a
legal entity. The average dehkan farm employs some 13 employees on a permanent basis
and the same number on a seasonal basis. In 2006 employees earned on average 48
somoni ($15) per month, 25% higher than formal sector wages of 38 somoni per month.
Table 5.2—Typical Dehkan Farmer - Entrepreneur—2006
Average Annual Turnover
Average Annual Profit
Number of Employees: Permanent
(Seasonal) basis
Average Monthly Salary

30,900 somoni
5,790 somoni

$9,660
$1,809

13 (13)
48 somoni

$15

3.46 The main concentration of dehkan farmers is in the Khatlon and DRS provinces,
the country's major agricultural production regions.
3.47 Dehkan farms have had the highest rate of growth in the MSME sector; from
2002 to 2005, these farms grew at an annual rate of 19% due in large part to government
reforms that have transformed former large-scale, state-owned farms into smaller,
privately owned enterprises. In 2006, these farms accounted for 26,000 businesses.
Small and Medium-sized Companies (SMEs)
3.48 A small and medium company is a privately owned legal entity employing
between 1 and 200 employees. On average, small and medium companies employ 15
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employees on a permanent basis and 6 on
seasonal terms. The average salary offered by the
companies in 2006 was 120 somoni ($37), some
40% higher than the national wage.
3.49 Similar to individual/micro entrepreneurs,
small and medium companies in Tajikistan are
mainly active in tertiary sectors of the economy,
i.e. general commercial activity and trade. They
are concentrated in Dushanbe and Sughd
province.
3.50 Only about 7,000 small and medium
companies registered in Tajikistan in 2006,
accounting for about 6% of the entire MSME
sector. Their annual rate of growth (of 4%) is the lowest amongst the three types of
private businesses. This illustrates the small number of entrepreneurs who feel the need to
give their business a more structured form by incorporating it.
Table 5.3—Typical Small and Medium Company
Average Annual Turnover
Average Annual Profit
Number of Employees: Permanent
(Seasonal) basis
Average Monthly Salary
B.

216,00 somoni $67,500
16,690 somoni $5,216
15 (6)
120 somoni

$37

Main constraints including Policy and Institutional Issues

Access to finance
3.51 Lack of access to finance is the single procedure perceived as critical for all types
of businesses, and significantly complicates business operations.
3.52

Demand side constraints:

(v)

Entrepreneurs seldom make investments into fixed assets. According to the
survey, only 27% of the respondents made some investments in 2005, the latest year
for which figures are available.
(vi)
Even if they make an investment, the vast majority of entrepreneurs still use
personal savings to conduct any investment (Chart 5.7).
(vii)
The evidence indicates that there are three reasons why entrepreneurs did not
apply for a loan (see Chart 5.8 below):
a. No need: availability of alternative source of funding or insufficient qualifications
to apply for a bank loan (self selection);
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b. Unattractive lending terms: high interest rates, unavailability of long-term
loans/insufficient loan amount, need for unofficial payments, bank bureaucracy;
c. High level of collateral
3.53 Supply – side constraints to finance: Tajikistan’s financial sector is still in a
development stage, both on the lending as well as on the deposit side. The relationship
between financial intermediaries and SMEs is extremely limited: only one out of six
businesses has a bank account. While, the number of intermediaries is significant, the
sector is highly concentrated. Lack of development is also reflected in a lack of depth in
the financial system as measured by the ratio of banking system assets, and credit
extended, to GDP. To address this challenge the international community is supporting
the development of banking in Tajikistan, especially in the area of micro-finance
3.54 Credit market inefficiencies and failures: High interest rates (on average between
35- 40%, given an average inflation rate of
below 10%), short loan duration (less than 1
year) and collateral requirements (on
average 70% of the principal amount),
combine to hinder the development of an
efficient-lending market.
Licensing and Permits
3.55 The new licensing law makes
obtaining a license easier and less costly and
fewer businesses are now required to obtain
a license—66, down from a 1000 in 2002. However, the short-term validity of licenses
remains a critical issue: although legislation establishes a minimum duration of 3 years,
de-facto the average duration of a license in is less than a year, and renewing licenses
increases both the costs of running a business and rent-seeking opportunities for officials.
3.56 Although Tajik laws allow MSMEs to start their activity from the moment of
registration, with the exception of activities requiring licenses, survey results show that
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most (two out of three) entrepreneurs need to obtain permits prior to launching business
activities. This represents a heavy and sometimes unnecessary burden for SMEs. Small
and medium companies appear to be most affected by permits and licensing needs adding
significantly to their cost of doing business.
Inspections
3.57 Once established, a Tajik business is likely to face government representatives in
the form of inspections at least once a month. In 2005, inspections remained a pervasive
phenomenon and nearly all MSMEs continue to receive at least one inspection per month.
3.58 The impact of inspections is considerable. Direct and indirect costs of inspections
are of 7-8% of annual profits for individual entrepreneurs and SMEs. The situation is
likely to improve with full implementation of the new inspections law.
Difficulty of running a business over time:
3.59 Starting a business in is not easy, but it is more difficult to run it over time: The
survey show that procedures, such as obtaining permits and licenses, performed by SMEs
on an annual basis, are actually more difficult for existing businesses than for start-ups.
Infrastructural constraints
3.60 All businesses noted substantial losses from constraints posed by inadequate
infrastructure —including roads and transportation both inside and outside the country—
to deliver products to market and lack of reliable energy supplies primarily in the form of
shortages of electricity (particularly in the winter) and natural gas. This calls for a multisectoral approach to addressing issues facing MSMEs.
C.

Improvements to the investment climate to facilitate expansion of the MSMEs:
policy changes, budgetary allocations and their expected impact.

3.61 In PRS II, the Government has identified the following priority areas for reform
and intervention in the sector for 2007-2009:
3.62 Implementation of institutional reforms: (i) identify specific government bodies
responsible for the implementation and monitoring of PRS II measures and evaluating
Tajikistan's rating from an investment and business standpoint; (ii) strengthen the
potential of other entities for investment promotion; and (iii) outline principles for publicprivate partnerships.
3.63 Reduction of investment and business risk: (i) improve mechanisms for the
protection of property rights and resolution of contractual disputes; (ii) draft proposals on
improving the extra-legal confiscation of property, the mortgaging of property and
securing the rights of minority owners; and (iii) simplifying procedures and reducing the
number of licenses, permits, approvals.
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3.64
Lowering barriers to entry: (i) reduce costs and simplify state registration
procedures; and (ii) improvements in making information available to potential and
existing entrepreneurs and investors.
3.65 Reduce business and investment costs—though administrative measures: The
first set involves (a) implementation of legislation on administrative procedures, (b)
reducing the number and duration of audits, (c) cutting the number of mandatory
standards and (d) easing certification procedures. Second, improve access of SMEs to
financial resources by (a) making the process more competitive, (b) the establishment of
a credit bureau, and (c) simplifying procedures for the registration of personal and real
property. Third, simplify procedures for closing a business, including bankruptcy
proceedings.
3.66 Reduce business and investment costs—through improvements in infrastructure:
(a) establish a transparent schedule for allocating electricity, gas, heating and water
supply; (b) complement measures undertaken in other sectors by providing access to the
domestic market for foreign transportation firms; and (c) promote construction of hotels
and simplification of visa procedures.
3.67 State support for business and investments: (a) training of entrepreneurs including
legal training; (b) support for the establishment of business associations; and (c)
simplification of taxation procedures, the establishment of quotas for small business in
government procurement and efforts to promote tourism.
3.68 Targeted impact: Raise the contribution of the private sector to the GDP to 55% by
the end of 2009 (compared to 43% in 2005).

III. AGRICULTURE
A. Overview
3.69 The agricultural sector is one of the most important elements of the economic set
up of Tajikistan. Overall, some 70% of the population lives in rural areas. Agriculture
accounts for 24% of GDP, 66% of employment, 26% of exports, and 39% of tax revenue.
However, the rural non-farm economy, especially with small and medium-sized firms
with various forward and backward linkages to agricultural production, is still poorly
developed. This is mainly due to the slow pace of reforms and restructuring of state and
collective farms and the dominant role of a few dozen large companies in cotton
marketing and processing.
3.70 Tajikistan has good climatic conditions for growing a wide range of crops. It has a
continental climate, with hot and dry summers in the lowland areas, but cooler and wetter
in the mountain valleys and foothills. Soils are reasonably good in the south and in the
upland valley areas, and less fertile in the northern valleys. However, the agricultural
resource base is characterized by limited arable land, heavy reliance on irrigation for crop
production, and substantial areas of permanent pastures. Tajikistan’s mountainous
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topography also limits the potential for crop production. Only 30% of the total territory of
Tajikistan, around 4.1 million ha, is usable for agricultural production. Of this land, some
800,000 ha are arable, equivalent to only 0.21 ha/capita of the rural population. The
remaining 3.3 million ha are pastures.
3.71 After a sharp decline in crop and livestock production following independence,
production and productivity levels have increased since the mid-1990s. Since 2000, until
recently, the agricultural sector has grown at two-digit levels. This growth was mainly
driven by non-cotton crops. However, overall productivity and output levels are still
below those prior to transition.
3.72 The overall structure of crop and livestock production has changed significantly
in recent years following independence, resulting from changes in cropping patterns and
livestock numbers. The most notable trends include:
(i)
(ii)
(iii)
(iv)

(v)

(vi)

Strong expansion in wheat production, often on marginal land
Decline in fodder production and pastures
Expansion in potato, fruit and vegetable production
Cotton remains the most important crop, accounting for one-third of the cropped
area, two-thirds of the value of crop outputs and between 75 - 90% of exports. It
also accounts for 85% of the total amount of fertilizer used in the country
Livestock numbers and output contracted even more than crop production after
independence. However, numbers of cattle, sheep and goats had been growing in
recent years, leading to increased dairy and meat production. The availability of
winter fodder is the main constraint on increases in productivity and output.
Land reform and farm restructuring process in Tajikistan has been slow and
uneven and has not yet triggered a profound change in the ways in which farms
operate. Officially, land reform is almost complete after the conversion of 662 out
of 850 kolhkozes and sovkhozes into 27,000 so-called Dekhan Farms, accounting
for 60% of the total agricultural land. However, these farms are based on
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withdrawn under a series of vaguely defined conditions, including “irrational” use
of land. This leaves ample scope for local government interference and red tape.
Moreover, land rights cannot be sold or mortgaged, with the exception of land
under buildings.
Farm restructuring process has had mixed results in terms of improving the
governance and incentive structures of a significant share of the newly created
farm entities. In order to meet privatization targets, the Government has embarked
on a wholesale approach to farm restructuring, converting large state farms into
smaller collective units, often along previous brigade structures. Many of the
resulting Collective Dekhan Farms are managed by former brigade heads..
Overall, the land reform process lacked transparency and only a relatively small
part of the rural population managed to carve their own Dekhan Farms out of
collective structures.

3.73 Structure of land-holdings: The agricultural sector consists of three basic types of
farms:
i)
ii)
iii)

Large, capital intensive state and collective farms carried over from the Soviet
system;
Dekhan Farms resulting from the land reform process; and
Micro household plots of 0.1–0.3 hectares. Though household plots only account
for less than 2% of the agricultural land, they contributed to 54% of sector
output. There share in horticultural and livestock production is even higher.
Output on household plots increased by 56% between 1999 and 2007 and
contributed to 51% of the overall sector growth during this period. The strong
growth of production on household plots also reflects the better incentive
structure, because households are free from state interference in cropping
decisions and do not have to pay taxes.

3.74 Output from Dekhan Farms has also increased strongly. However, much of this
growth might be attributable to their increasing numbers and the concomitant transfer of
land and other farm assets, rather than to increased productivity levels. This farming
segment is quite heterogeneous, consisting of large collective farms as well as small and
medium-sized family farms, with varying management levels and incentive structures.
3.75 Despite their access to considerable land and water resources, the growth of
Dekhan Farms has been hampered by deteriorating irrigation systems, buildings and farm
machinery, as well as by limited access to quality inputs, extension services and finance,
especially outside the cotton sector. Further constraints include high indirect costs due to
taxes and other charges. The cotton debt also affects a significant part of these farms.
However, it is envisaged that in the future, agricultural growth will mainly come from
this farming segment.
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B. Land Reform and Farm Restructuring
3.76 According to the constitution of Tajikistan and the Civil Code (Art. 289), land
cannot be held in private ownership, but is in the exclusive ownership of the state. Land
reform is thus limited to reforming the operational structure of farms by splitting up
kolkhozes and sovkhozes into smaller units (so called “Dekhan Farms”) through the
allocation of inheritable use rights. The Law “On Dekhan Farms” established the right of
every citizen to create a Dekhan Farm (DF) (Art. 5). The land of Sovkhozes and
kolkhozes should be divided into individual, inheritable land shares, to be certified by
proper documentation (Art. 10). Every member of a Kolkhoz or Sovkhoze is entitled to
receive a share of the land and farm property including a proper documentation of this
share. If a worker wishes to withdraw from a kolkhoz, he/she has the right to withdraw
this share in-kind to start a DF. Persons who are not members of a Kolkhoz or Sovkhozes
can apply for land kept in the local rayon administration’s land reserve fund. Though the
Laws “On Land Reform” and “On Dekhan Farms” were already passed in 1992, the
process only gained momentum in 1996, after the civil war. Presidential Decree No. 522
“On Restructuring Agricultural Enterprises and Organizations” (1996), established a
timeframe for the farm restructuring process. All kolkhozes/sovkhozes had to be reorganized into Dekhan Farms by the end of 20052. Only kolkhozes/sovkhozes that are
designated for seed production, livestock breeding and research are to be kept under the
control of the state.
3.77 A Dekhan Farm is an independent managing agent carrying out its activity
without forming a legal person. Land remains the property of the state which grants
inheritable use rights to members of DFs who receive inheritable use rights to the land.
Three types of DFs can be distinguished:
(i)
(ii)
(iii)

In the case of individual DFs, the land certificate is issued to one individual
In the case of a family DF, the certificate is issued in the name of several family
members.
In the case of a collective DF, the certificate is issued in the name of the chairman
of the farm, while all other members are listed as such.

3.78 Though, in principle, long-term use rights can be structured in a way that conveys
most of the benefits of private property to the rights holder, this has not been the case in
Tajikistan. Land rights can be terminated for a variety of reasons, including “irrational”
or “ineffective” use of the land.
3.79 The provisions regarding the transferability of land rights are vague and
contradictory. Some legal provisions refer to the possibility of selling and mortgaging
immoveable property, including land under buildings.
3.80 A survey conducted in several districts in Khatlon illustrates different types of
land access and their relative importance. The survey confirmed the widespread access to
household plots. It also found that:
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(i)
(ii)

(iii)

Only 3% of the interviewed households had their own DFs. The average size was
17.4 hectares, ranging from 1.48 ha to 124 ha.
70% of interviewed households had so-called Presidential Land with an average
size of 0.115 ha. This land has been allocated according to two Presidential
Decrees in 1995 and 1997 in an effort to improve the food security situation of the
population. Since this land was part of the unused land of the kolkhozes
/sovkhozes, it is usually at some distance from the household and has mixed
agricultural potential.
6.8% of the households rented land from kolkhozes, sovkhozes and DFs. An
important part of these households are members of collective farms. The average
of the rented land was 1.3 hectares, ranging from 0.1 ha to 5 ha. In some cases,
rental payments are in cash. In other cases, land rental is used as an in-kind wage
payment to workers on collective farms. Smallholders have to provide between 50
and 80% of the crop output to the large farm. During earlier stages of the land
reform process, large farms with 500–1,500 ha were leased to their former
management.

3.81 Regional variations in land reform implementation: The progress of land reform is
closely linked to the cotton sector and particularly to the cotton debt issue. Local
governments find it easier to fulfill production quota through collective farms which are
easier to control. The insecurity of land tenure and the associated faculty of local
governments to withdraw land rights are prime instruments to ensure continued
production.
C. The cotton debt problem and bank lending to agriculture
3.82 The fundamental problem lies in the inability of the government and the national
banking system to finance the large working capital requirements of cotton production.
The production contracts established the repayment of the cash and in-kind advances
through the delivery of a certain amount of cotton.
3.83 Cotton remains the most important crop, accounting for one-third of the cropped
area, two-thirds of the value of crop outputs and between 75 and 90% of exports. It also
accounts for 85% of the total amount of fertilizer used in the country.
3.84 Several intertwined factors have contributed to the low cotton productivity and
cotton debt accumulation. Productivity of farms has been undermined by a deterioration
of the physical farm infrastructure such as the irrigation system and farm machinery.
Moreover, in order to fulfill government production quotas, cotton production has been
expanded into areas considered marginal due to agro-ecologic conditions, access to
irrigation water, salinization, etc. Crop rotation has not been observed to the necessary
extent, leading to soil compaction and phytosanitary problems.
3.85 Inefficiencies in cotton production are further exacerbated by those in marketing
and processing. The lack of competition leaves ample room for monopolistic practices
such as overpricing and under-delivering of inputs and low farm gate prices. Farmers
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claim that inputs such as seed and fertilizers are not delivered on time and are often of
insufficient quantity and poor quality.
3.86 The total amount of cotton debt is subject to heated debate. The data is based on
data provided by the investors and has been questioned by some as being biased upwards.
According to various sources, total cotton debt in the country was estimated at about
$400 million at the end of 2008.
3.87 The GOT through the above-mentioned Government Resolution 111 (issued
March 5, 2007) is determined to tackle the challenges that loom over the sector in a
number of the following ways:
(i)
(ii)
(iii)
(iv)
(v)

Developing a mechanism of Debt Resolution and Restructuring
Freedom of farms to decide on the type of crop, procurement of inputs, and
marketing arrangements.
Land Reform
Increase the institutional potential and creation of favorable conditions for
business
Strengthening output potential of farms.

3.88 The reality however, is nothing is being done to expedite Government
implementation of Resolution 111.
3.89 Bank and MFI lending in rural areas and particularly for agricultural purposes is
limited. Although, according to official statistics, agriculture accounts for about 60% of
the total outstanding loans in 2006, this figure includes the large cotton portfolio (current
and past-due) held by Credit Invest. Commercial banks have some limited lending to
non-indebted cotton farmers as well as to non-cotton farmers and processors. The bulk of
this lending goes to larger farms and legal entities under the Tajik Micro and Small
Enterprise Facility (TMSEF).
D. Constraints on diversification away from cotton
3.90 A review of the fruit and vegetable and the cattle and dairy sub-sectors illustrates
some of the potentials and challenges for diversification away from cotton. First, farmers
face difficulties getting the right quality and quantity of inputs while processors lack
reliable and constant access to raw material of the needed quality. Second, outdated
processing equipment in the processing industry as well as poor hygienic conditions,
packaging and labeling undermine the competitiveness of processed horticultural and
dairy products, both in export markets as well as in the upper segments of the domestic
market.
3.91 More fundamentally, the following key constraints hamper sustainable
agribusiness development in the country:
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(i)

(ii)

(iii)

Market failures, including limited availability of business development services
to small entrepreneurs to support business activities and to start new enterprises,
limited access to finance, and limited capacity for farmer group formation for
agro-enterprise purposes to develop economies of scale, and continuity of supply
to ensure strong market penetration;
Institutional constraints, including weak public-private partnerships, weak
institutional capacity, poor coordination between government agencies, and an
absence of demand-driven agricultural research and extension;
Lack of a guiding national policy and long-term strategy aimed at developing a
dynamic and internationally competitive agribusiness.

E. Measures needed to facilitate diversification
(i)

Lowering barriers to entry and facilitate the establishment of new agribusiness
enterprises;
(ii)
Encourage and facilitate innovation at the enterprise and sector levels to lower
unit costs of production, transport, and marketing;
(iii) Attracting private capital; strengthen backward linkages to suppliers and forward
linkages to buyers;
(iv)
Provide agribusiness stakeholders with market information that meets their needs;
(v)
Streamline procedures for export inspection and certification;
(vi)
Ensure compliance with international requirements for quality standards and
procedures;
(vii) Improve the reputation and reliability of exports leading to increased export
market penetration and greater demand;
(viii) Establish testing facilities located in all major commercial production areas;
(ix)
Restore farmers’ confidence in public and private sector nurseries and seed
producers producing quality propagating materials;
(x)
Establish a local vegetable seed industry producing selected varieties;
(xi)
Register fruit nursery producers and establish a producers' association.

IV. RURAL DEVELOPMENT
A. Supporting Natural Resource Management
3.92 Tajikistan is predominantly an agrarian society and agriculture is critical to
poverty reduction and economic growth with only 25% of the population residing in
urban areas. Rural poverty, shifts in land management responsibilities, lack of integrated
land management, inappropriate agriculture and poor access to technical support are
causing increasing land degradation. In turn, land degradation contributes to further
impoverishment through mudslides (ruining villages, roads and farmland and irrigation
and water systems), soil-erosion (undermining agricultural productivity) and silting of
waterways used for drinking water and irrigation.
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3.93 Specific measures related to forestation, pasture improvements and protection and
mainstreaming of sustainable land management and biodiversity conservation in
agriculture and forestry are considered government priorities in Tajikistan as documented
in the National Strategy for Combating Desertification (2002) and the National
Biodiversity Conservation Action Plan (2003).
B. Investment in Rural Infrastructure
3.94 Much essential economic and social infrastructure in rural GBAO, Rasht Valley
and Khatlon is dilapidated. There exists a strong demand for the rehabilitation or new
construction of schools, health centers and safe piped-water systems. Irrigation systems
are in disrepair and new community-owned and operated systems will restore and
increase agricultural production. Improved feeder-roads and reliable bridges are essential
for improve access to markets.
3.95 So far, the Government and donor organizations have made investments in
community infrastructure over the past ten years and remain committed particularly,
through growing partnership with local authorities. As local governments grow in
strength over the coming years, they will also need to have more funds to invest in
providing basic services and infrastructure. Accordingly, IFIs will have to continue to
apply resources to leverage contributions from the district or sub-district authorities to
accelerate and improve the quality of projects that meet community needs.
C. Overall assessment of the priorities of the Government for Rural and
Agricultural Development
3.96 The list of challenges facing the GOT is daunting and some of the current issues
pertaining to ensuring a robust agricultural and rural development are as follows:
(i)
Resolve farm and processing industry including cotton debt
(ii)
Conduct comprehensive land reform
(iii) Diversify agricultural output and sub-sectors by reviving processing industries
(iv)
Enhance provision of finance and equity to raise farm profitability
(v)
Management of risk
(vi)
Enhance the role of the private sector in all aspects of the rural economy
(vii) Improve livestock and pastures
3.97
(i)
(ii)
(iii)
(iv)
(v)
(vi)
(vii)
(viii)

GOT requests for future assistance are likely to include the following:
Assistance in agricultural policy formulation
Grain sector improvement
Food safety, grades and standards
Support in Reforestation and Forestry Conservation
Support to Inland Fishery and Aquaculture Rehabilitation
Modernizing laboratories and food processing
Veterinary and phytosanitary training
Attracting private investment

37

CHAPTER 4: GOVERNMENT’S POVERTY REDUCTION
STRATEGY

A.

Introduction

4.1
The Government is currently in the process of implementing the Poverty
Reduction Strategy for 2007-2009 (PRS II) developed after taking account of the lessons
of PRS I (2002-2006), extensive consultation with civil society and development partners
and approval by Parliament. In addition, PRS II is also consistent with the vision of the
country's development as laid out in the National Development Strategy (NDS) of the
Republic of Tajikistan for the period to 2015.
4.2
This chapter begins with a discussion of the lessons from PRS I and then goes on
to discuss the formulation of the existing poverty reduction strategy (PRS II) and the
initial results from its implementation. The chapter concludes with the risks and
challenges in the existing strategy.
B.

Starting Point: Lessons from Implementing PRS I (2002-06)

4.3
Overall, the results of the implementation of PRS I were quite promising.
Economic growth during the period covered by PRS I, averaged 9.5% per year compared
to a target of 6%. Economic growth was associated in part to an increase in domestic
demand resulting from remittances. In spite of fiscal constraints, the government also
increased spending on the social sector, and in particular on education, health care and
social welfare. Although the funding allocated was insufficient, and public access to basic
social services remained limited, the social sectors accounted for 40.5% of the budget in
2005. As already discussed in Chapter 2, the high rate of economic growth helped to
reduce the poverty rate.
4.4
In spite of the considerable gains that made during 2002-2006, estimates show
that the poverty could have declined more than it did if key sectors of the economy had
undergone targeted structural reforms. Poverty reduction in Tajikistan has been
achieved to a significant extent due to macroeconomic and political stability, substantial
remittances from migrants, basic reforms and efforts to liberalize the economy. To ensure
sustainable economic growth and poverty reduction in the future, targeted structural and
sectoral reforms will need to be carried out (in agriculture, the energy sector, education,
health care and social welfare), in addition to second-generation reforms that cut across
different sectors (public administration, government spending, financial governance and
development of the private sector).
4.5
Poverty reduction requires both economic growth and a more equal distribution
of income so that benefits can be spread throughout society. According to Government
estimates, the minimum economic growth needed to achieve the Millennium
Development Goal (MDG) for Poverty Alleviation (MDG-1) is 3%; according to these
38

estimates, economic growth of 1% will lead to a decline in the overall poverty rate by
0.46%. The inequality indicator, the Gini coefficient, increased by more than 6% between
1999 and 2003, from 0.33 to 0.35, and the Government expects it to rise even further.
The authorities are troubled by what they feel is an attenuation of the impact of growth on
poverty from rising inequality. They would like to see higher growth accompanied by a
reduction in inequality.
4.6
The sectors with the highest potential for reducing poverty are small and
medium-sized enterprises (SMEs), agriculture and the services sector. As with other
developing countries, increase in employment based on an expansion of SMEs
accompanied by the removal of excessive administrative barriers has a high potential to
reduce the poverty rate. The Government believes that farmers were not able to benefit
from increased agricultural incomes due to structural problems such as the cotton debt
and constraints posed by land ownership issues. As a result, an increase in agricultural
productivity (due primarily to gains in the non-cotton sector) had a negligible effect on
rural poverty. Although spending per capita in agriculture grew by 50%, the elasticity of
poverty with respect to per capita GDP in agriculture was in fourth place, behind sectors
such as services and infrastructure (mining, energy, the gas sector and water supply).
Thus the emphasis in PRS II on the development of SMEs, intensification of structural
reforms in the area of rural development, such as land reform, for example, and an
equitable resolution of the problem of debt owed by cotton farms within the framework
of a comprehensive program for reform of the cotton sector.
4.7
There was a need to improve the PRS Process. The main lessons learned from
the PRS I were as follows. First, the process of the drafting and implementation of the
PRS I was somewhat isolated from other activities. In future, the process should integrate
with the activities of government bodies so that it is viewed not as a one-time measure
but as an on-going process aimed at achieving poverty reduction goals set in the NDS.
Second, the fundamental principles and methodology of the PRSP were not defined
clearly enough. In future, for example, the links between the PRS and the Public Invest
Program (PIP) and the Medium-Term Budgetary Framework (MTBF) should be clear
and with the latter formulated on a sectoral basis. The poverty line together with the
methodology for carrying outlining standards surveys should also be clear. Finally, there
was not enough coordination and harmonization of donor activities. In future, the dialog
with the Donor Coordination Council, in operation since 2006, should be strengthened.
C.

Current Poverty Reduction Strategy PRS II (2007-09)

4.8
The objective of the PRS II, developed in parallel and consistent with the NDS, is
to promote sustainable improvements in the living standard of the population, in
particular of the socially vulnerable groups through:
(i)

(ii)

Improvements of public administration aimed at increasing transparency,
accountability, and efficiency of public institutions and at improving the
macroeconomic, institutional, and legal climate for investment;
Investment in the energy, transport, and agriculture sectors;
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(iii)

Investments in health and education services, empowering communities for
development, and strengthening the social partnership

Main features of PRS II
4.9
Activities under the NDS are organized around 12 sectors (directions) and
combined into three individual groups or blocks based on their role in promoting growth
and improving social services. These blocks coincide broadly with the three national
priorities, defined above:
(a) "Functional Block" which focuses on the institutional environment for development
encompassing the following sectors: public administration, economic management,
investment climate, private sector, and regional/global cooperation;
(b) "Production Block" responsible for the physical environment to support economic
growth covering: food security and agriculture, infrastructure, energy, and industry; and
(c) "Social Block" concerned with broader access to social services; it is comprised of the
following sectors: health care, education and science, water supply, sanitation and
housing and municipal services, social welfare, gender equality and the environment.

PRSP II Structure
(a) Establishment
of general
conditions for
development

1. Public
administration
reform

(b) Promotion of
sustainable
economic growth

5. Development of infrastructure, energy
and industry

(c) Development
of human
potential

7.
Developm
ent of the
education
system
and
science

2. Macroeconomic
development

8.
Developm
ent of the
health
care
system

9.
Improvem
ent of
social
welfare

3. Improvement
of the investment
climate,
development of
the private sector
and
entrepreneurship

4. Development
of regional
cooperation and
integration into
the global
economy

6. Food Security and development of the
agricultural sector

10.
Expansion
of access
to water,
sanitation
housing
and
municipal
services

11.
Promotion
of
environme
ntal
sustainabil
ity

12.
Promotion
of gender
equality

12

4.10 The key aspects of the strategy include public sector reform, business development,
education and health financing, agriculture modernization, and infrastructure.
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4.11 The Government has assigned a high priority to reforming the public sector and
expanding the private sector—to improve administrative effectiveness and reduce corruption.
The Government is exploring ways to reduce excessive state interference in business
development—for example, by abolishing the remnants of central planning and by
streamlining licensing and inspection regimes. As an example, a law now in the final phases of
drafting would cut by 50% the number of licenses business need.
4.12 In agriculture, the Government's short-term priority is to find equitable and
affordable solutions to the high cotton farm-debt problem. Other elements of the sector
strategy include continuing the farmland privatization program, improving competition in farm
inputs and cotton marketing, and rehabilitating irrigation infrastructure.
4.13 In education and health, the Government has an ambitious program of reforms
supported by a slow but steady increase in budget allocations to these sectors. For education,
structural changes are being piloted in several rayons, including the introduction of per capita
based funding to improve incentives and interregional equity. For health, the Government is
increasing its focus on primary health care—it piloted a basic benefits package in two rayons
in 2004, and it intends to scale the package up nationally.
4.14 The Government also sees developing the country's hydropower infrastructure for
electricity and aluminum exports and improving its regional transport networks as important
priorities. To support this agenda, the Government has committed to improving cost recovery
within the domestic energy sector by gradually increasing power tariffs to cost recovery level
by the end of 2010. It also aims to attract new investments for hydropower generation,
aluminum production, and transport systems.
4.15 Finally, the Government is planning to tackle its governance challenge. For TadAZ,
state owned Aluminum plant, the recent scandal involving a substantial loss from the TadAZ
accounts has brought home to the Government both the value of international audits and the
need for better management. In the cotton sector, the Government's ongoing efforts to
resolving the farm debt issue equitably through an independent commission is a strong signal
of commitment.
4.16 The macroeconomic assumptions and the goals of the PRS II can be seen in the
targets that have been set for key indicators shown in Annex C and D.
Priorities in the Allocation of Budgetary Expenditures by Sector
4.17 The PRS II financial program depends on the achievement of the macroeconomic
outlook presented in Annex C. This outlook, consistent with the NDS, calls for a base
case scenario, in 2007-2009, of GDP growth of 7%, inflation at around 6-7% and gross
investment in fixed capital of at least 20% of GDP.
4.18 Based on the above-mentioned scenario, during the period of PRS II
implementation, steady growth in state budget revenues is expected based on economic
growth, tax and customs policies and administrative measures that are being undertaken.
As a result, Government has forecast the state budget revenues in 2007-2009 (not
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including grants to support the budget) to increase by an average of 0.8% of GDP per
year reaching 20.7% of GDP by FY2009. At the same time, budgetary expenditures are
projected to reach 29% of GDP in 2009. To finance the deficit, Government plans to
attract concessional credits (with a grant component equal to at least 40%) or grant
financing to the extent possible, while ensuring the increased debt without an undue risk
to macroeconomic instability.
4.19 There will also be changes in the structure of budget expenditures arising from the
greater emphasis on PRS II priorities in government spending policy. As can be seen
from Table 4.1, the government is planning an increase in spending on priority sectors in
the PRS, the financing for which comes primarily out of the state budget, including
infrastructure, education, health, and social welfare.
Table 4.1: Structure of state budget expenditures (% of GDP).
2007

2008
Forecast
100
5.7
17.3
1.0
10.5
3.6
16.3
5.8
13.1
1.6
25.1

2009

Expenditures – total (including CSIP and PIP)*
100
100
Agriculture
5.4
4.0
Transportation and communications
16.3
7.5
Mining and construction
1.0
1.0
Fuel and energy complex
17.4
11.8
Housing and municipal services
4.2
3.8
Education
15.4
18.4
Health care
5.4
6.7
Social welfare
11.1
15.4
Other components of the social sector
1.6
1.7
Public administration and other budget expenditures
22.2
29.7
*The decline in the share of transportation and communications in 2009 is due to the utilization of a large
credit from China. PIP—Public Investment Program; CSIP—Centralized State Investment Program.

Costs of implementing PRS II and overall financing gap
4.20 Expenditures on the implementation of priority activities in the PRS II represent
the core of financing for implementation of the program. Consolidated information on the
financial needs of this programme is given in Annex E. 19
4.21 The principal financial instrument for implementation of PRS II is the state
budget, which reflects its goals, tasks and measures. The Medium-Term Budget
Framework (MTBF) has a key role to play in bringing the state budget into line with the
political priorities set forth in the NDS and PRS II.

19

Appendix 1 of the PRS II document published by the Government provides the complete activity matrix
outlining all the individual measures, in each of the 12 sectors along which PRS II is organized.
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4.22 As can be seen in Annex E, the total cost of implementing the entire PRS II action
program is estimated at US$5 billion. The financing confirmed to date totals US$2.3
billion (including US$239 million from the budget, around US$1.2 billion from external
sources supporting, most of it in the form of concessionary borrowing, and approximately
US$840 million in foreign direct investment). The financing gap for the programme as a
whole is relatively large and amounts to US$2.7 billion.

43

CHAPTER 5: DONOR COORDINATION
A. Overall Coordination
5.1
The international community represented by numerous international organizations
provides Tajikistan with humanitarian, technical, financial and other assistance to support
ongoing reforms in political, legal and socio-economic spheres. Over 80 Developmental
Partners, including donor countries, international multilateral, government (bilateral) and
nongovernmental organizations are participating in the process of providing foreign aid
to Tajikistan. A Donor Coordination Council (CC) was set up in 2005. The council has
contributed to coordinated and joint analytical work, in three major areas:
(i) The preparation of the Roadmap for Agricultural reforms including cotton debt;
(ii) Assistance to the formulation of the PRS and the NDS; and
(iii) Setting-up of the Development Forum in June 2007 as a result of which donors
including the World Bank, IDB, ADB and OPEC are assisting the Government in
formulating institutional, pricing, and commercial reforms in the energy sector.
5.2
Another important area of joint analytic work involving ADB, DfID, the
European Commission, and the World Bank, is the formulation of a Private Sector
Development Strategy. At the operations level, major development partners typically
work together to plan and coordinate operations, carry out joint project reviews, and
facilitate sector policy dialogue. Key partners include the World Bank, the European
Bank for Rehabilitation and Development, and IsDB in the infrastructure sector, and the
World Bank, United States Agency for International Development, DfID, SDC, Canadian
International Development Agency, and the European Commission in rural development.
5.3
The joint country support strategy for Tajikistan is under development with the
combined support of ADB, the World Bank, the United Nations, the European
Commission, the Department for International Development of the United Kingdom, and
the Swiss Development Corporation. The joint strategy, which is likely to be ready by the
end of 2009, will include a systematic results framework.
B. World Bank and IMF:
5.4
In fiscal year 2008, World Bank commitments to the country were $25.5 million.
Overall commitments for active projects total $196 million.
5.5
In February 2009, the IMF announced that it had provisionally agreed a three-year
poverty reduction and growth facility (PRGF) with the Tajik authorities. Support under
the facility would amount to around US$120m over the three years.
5.6
At same time, the World Bank announced its decision to extend a grant of
US$20m to the Tajik government to support the state budget. The grant is intended to
help the government to maintain macroeconomic stability, to improve the investment
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climate through the reform of licensing and inspection procedures, to increase the
transparency of the privatization process, and to reform the regulatory system in the
aviation, cotton and energy sectors. Similar grants were extended in 2006 (of US$10m),
and in 2007 (of US$12m).

C. Asian Development Bank:
5.7
Tajikistan’s allocation from ADB for 2007–2008 reached $63.24 million, plus,
grants of up to 50% of its ADF allocation. The proposed 2008–2010 lending and grant
program comprises three programs and three projects worth a total of $185.0 million.
There are also three regional projects. Eight technical assistance (TA) projects totaling
$4.7 million are also in the non-lending program for the period. Recent project include:
(i)

A $20 million Road Rehabilitation Project in 2006, for upgrading the road from
Dushanbe to Kurgan-Tyube and Kulyab in the south; rural roads were also
developed, providing market access to poor communities living in remote areas.

(ii) A $53.4 million Regional Road Corridor Improvement Project in 2007 for
rehabilitating the only road link between the Rasht valley and the capital
Dushanbe, and comprises part of an international corridor to the Kyrgyz Republic
and the People’s Republic of China under the Central Asia Regional Economic
Cooperation (CAREC) Program.
(iii) In 2006, ADB approved a $21.5 million Regional Power Transmission
Interconnection Project to facilitate electrical power exports to Afghanistan.
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(iv) In 2007, ADB continued earlier work on the cotton debt issue as part of the AgricCotton Sector Restructuring Program.
(v) A Rural Development Project approved in 2007 facilitated private investments in
cash crops, other than cotton, as well as downstream and upstream activities that
focus on poverty reduction.
(vi) In 2007, ADB also provided a $22 million loan for the Khatlon Province Flood
Risk Management Project to help address recurring flood risks in four districts.
(vii) Tajikistan hosted the sixth CAREC Ministerial Conference in November 2007,
which endorsed a 10-year plan to develop six transport and trade corridors linking
the CAREC countries to each other and to major international markets.
D. EU and other donor interventions
5.8
In 2008, international donors on education in the country started to cooperate
closely in order to combine synergies. UNICEF is coordinating the revision of the
National Education Strategy Program of Tajikistan as well as gaps in vocational and
higher education. The European Commission has provided support to Tajikistan in initial
vocational education. Moreover, at GTZ has started working on the design of a sevenyear project to support the Ministry of Education in reforming initial vocational education
and the Ministry of Labor and Social Protection in developing adult training policy.
5.9
The EC Delegation in Dushanbe launched a new skills development initiative
including a Vocational Education Training, VET, component with the title "Enhancing
individual incomes and improving living standards in Khatlon and Sughd Regions".
5.10 In higher education, the EU has provided support through the Tempus programme
(since 1995) and will continue to do so within the new Development and Cooperation
Instrument (DCI) and also through the Erasmus Mundus programme and its External
Cooperation Window Mobility Scheme for Central Asia (since 2006).
5.11 In addition, in June 2007, the European Council endorsed the Strategy for a new
Partnership with Central Asia called European Education Initiative for Central Asia.
Through this Initiative, the European Union intends to support further the modernization
of education and vocational training sector.
5.12 Support by other donors in VET, has primarily been provided via the UNDP with
Japanese and Swedish funding for the establishment of modular training centers in
Dushanbe and Gharm under the Ministry of Labor and Social Protection. These centers
organize training for adults and create the capacity to prepare and deliver short-term
skills training for young people not entering university and disadvantaged adults.
5.13 The IIZ/DVV (German adult training association) and the DED (German
Development Service) carried out a two-year project (2004-2006) to assist in building up
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the curriculum development capacity for adult education within the Ministry of Labor
and Social Protection. Further support in teacher training was provided by the GTZ
(German Technical Cooperation) and InWent.
E. IDB Operations in Tajikistan
5.14 Tajikistan became a member of the IDB in November 1996. The first IDB
operation in Tajikistan was approved in 1991 before its formal membership and the most
recent operation was approved on 2008. As of April 1, 2009, the IDB Board has approved
33 operations in Tajikistan amounting to ID 106.5 million of which 17 operations
amounting to $71.5 million are on-going as detailed in Table 1 below.
Table 1: IDB Operations in Tajikistan
Amount in ID million

Type
Projects
(Operations Complex)
- Concessionary (Loans)
- TA Grant

Special Assistance
Trade
Grand Total

Total approvals
No.
Amount

On-going
No. Amount

Completed
No.
Amount

28

12

16

97.6

62.6

35.0

17
11

95.2
2.4

10
2

61.8
0.8

7
9

33.4
1.6

4
1
33

0.36
8.5
106.5

4
1
17

0.36
8.5
71.5

16

0.0
0.0
35.0

5.15 Due to IMF conditions, limiting the sovereign borrowings of the Government of
Tajikistan to concessional loans, IDB activities in the country are limited to TAs and
Loans. Six new projects totaling US$ 53.55m are scheduled for implementation in
1430H.
Country Assistance Program for 2010-2012
5.16 Future IDB projects for the period 2010-2012 will be developed in the follow-up
country-programming mission, which will prepare a three year Country Assistance
Program (CAP) based on the finding of this CPA. The CAP will merge country needs, as
outlined in this report, with areas where IDB has a comparative advantage including
niche areas where IDB is trying to introduce innovative programs which distinguish it
from other donors.
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Table 2

CHAPTER 6: PROPOSED IDB INTERVENTION AREAS
Agricultural and Rural Development
6.1
Taking into consideration of the country’s high agricultural potential and the need
to improve infrastructure particularly in linking the country to markets of the
neighboring countries, the IDB strategy for Tajikistan should encompass the following
areas:
(iv)

(v)

(vi)
(vii)
(viii)

To support infrastructural development (e.g. roads, water supply,
irrigation, and energy –oriented projects that lead to rural development,
better market efficiencies, lower transaction costs, provide an easier access to
markets and processing facilities);
Support the Government’s drive for diversification away from cotton
sector by among other things support the development of the processing
industry
Partner with donors to aid farmers access inputs of adequate quality and
quantity;
Help local MFOs and commercial banks to streamline procedures for
seasonal and term lending, including for small and medium sized enterprises.
To provide trade financing operations and insurance coverage for export
credit through ITFC and ICIEC.

6.2
There is a need to promote economic diversification in the GBAO, Rasht and
Khatlon regions by encouraging businesses to develop new products and services that
move beyond traditional areas like agriculture into value added industries such as fruit,
vegetable and oilseed processing.
6.3
Another strategic shift would call for sponsoring cross-border markets between
merchants in South-Central Tajikistan and those in North-East Afghanistan, which are
among the most isolated regions of Central Asia. Communities located in these regions
have limited access to the major commercial centers of their respective countries.
Access to new markets can dramatically increase potential for income generating
activities and improve the livelihoods for communities on both sides of the border.
Addressing Food Security through an integrated multi-sector Program
6.4 To address the food security problems addressed in Chapter 2, IDB supports
targeted multi-sectoral interventions in the seven zones in Khatlon, Sogd and DRD
regions identified as having the highest levels of severe food insecurity.
(i)

Encourage planting for the next winter wheat, potato and vegetables season:
distribution or vouchers for farmers to procure quality seeds, fertilizer, and
agricultural machinery services and fuel; repair of irrigation systems, possibly
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(ii)

(iii)

(iv)

(v)

using food- and/or cash-for-work modalities; protecting seeds from being
consumed by distributing a food ration at the same time.
Support livestock re-stocking and protect remaining herds: credit at low
interest rates or grants for the neediest families; provision of fodder and/or
veterinary services in areas most affected by livestock diseases.
Set up or strengthen safety nets for chronically food insecure households who
cannot ensure an adequate food access even in normal times: direct food, cash,
vouchers or a combination of food and cash distributions; this assistance may be
conditional to attendance at school or at health services in some cases; increased
pensions and allowances (particularly to match the inflation rates);
Facilitate access to, and retain children at school: school feeding programmes,
including a ration for the whole household and assistance for teachers as well;
repairs and winterization of school buildings, possibly using food- or cash-forwork modalities; cash or winter clothes distribution to families with a large
number of school-age children.
Improve access to, and functioning of health centres: repairs and winterization
of health facilities, possibly using food- or cash-for-work modalities; provision of
essential drugs; cash or vouchers for the poorest households and individuals to
pay for drugs, treatment and transportation to health facilities.

Improve access to, and performance of local markets
6.5
Both traders and customers can be targeted directly and indirectly through credit
and/or vouchers for fuel and transportation of commodities, and/or support to create
associations that can pool the transport and storage of goods.
6.6
More support is needed from the state for business and investment including a
review of the policy on depreciation and job training to enhance skills. The Government
has recently undertaken a number of steps to improve the business environment and
increase the availability for micro-finance). Through these reforms, the Government
would like to raise the contribution of the private sector to 55% of GDP (compared to
43% in 2005) through the expansion of micro, small and medium sized enterprises. It
recognizes that sustained expansion of employment opportunities from the SME sector
is critical for poverty alleviation.
6.7
In PRS II, the Government has identified the several priority areas for reform and
intervention in the SME sector for 2007-2009 including implementation of institutional
reforms, reduction in overall investment and business risks, improvements in
infrastructure and lowering barriers for investors and entrepreneurs to enter the market.
6.8 See Table 5.5— based on high priority PRS II measures identified by the
Government that are unfunded and assessed by the Government to be sustainable and to
have a high poverty impact. For discussion, see Chapter 3.
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Table 6.1. High Priority Measures eligible for IDB participation in the Health Sector
Measures

Justification

Output indicators

Agencies
responsible

Total
need for
financing,
million
US$

3.4 Carry out informational and educational measures
among public employees, health care providers and
the public on Safe Motherhood and obstetrical and
neonatal care issues

These series of measures have been highlighted
due to the especially pressing need for projects that
would help to address the appling Maternal
Mortalitity Ratios seen in Tajikistan.

* 75% of primary health care institutions providing
basic neonatal care

Unmet
need,
million
US$

MOH,
CFWA

0.09

0.01

MOH,
MAEP

0.676

0.0043

MOH

0.067

0.004

* Number of officials and health care providers who
have received training
* Number of NGOs and volunteers participating in
the dissemination of information among the public
* Number of people covered by services provided
by volunteers and NGOs

3.11 Ensure access for women and children to
fortified and enriched food products and products
with added micronutrients

* Percentage of women using fortified and enriched
food products
* Percentage of children up to the age of five treated
at therapeutic feeding centres
* Number of informational and educational
measures carried out to modify eating habits
* Number of people receiving iron and vitamin A
supplements at primary health care institutions

* Publication of informational materials on
regulating the interval between births with the aim
of reducing the incidence of anaemia among
mothers and newborns and the dissemination of
these materials treatment and preventive care
centres of primary health care institutions

3.12 Study factors in and causes of the high material
and child mortality rate

Research performed, analytical report and practical
recommendations prepared
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4.4 Improve the system of epidemiological
monitoring of the spread of malaria, parasitic
diseases, infections that can be controlled by vaccines
and other infectious diseases. Strengthen routine
immunization. Introduce a tetanus and rubella
vaccine. Raise public awareness of
immuno0prevention measures. Improve the cold
chain. Integrate the immunization service with other
health care services

These projects have been selected on the basis of
the growth in TB incidence and other preventable
diseases in Tajikistan

* Number and percentage of outbreaks identified at
the early stage

MOH

0.43

0.189125

MOH

12.58

2.383227

MOH

6.63

6.660048

31.69

16.98938

* Number of mobile teams created and fully
functioning
* Report on the mapping of danger zones
* Incidence of diphtheria, measles and rubella
* Immunization rate for target groups
* Percentage of treatment and preventive care
institutions equipped with refrigeration equipment
for the storage of vaccines
* New vaccines introduced
* Percentage of medical personnel trained in the
DOTS strategy (direct observation of treatment)

4.9 Carry out treatment, prevention and
organizational and technical measures to combat
tuberculosis

* percentage of identification and treatment of
newly identified patients suffering from pulmonary
tuberculosis with a positive smear (MT+)
* level of availability (%) of reserve supplies of the
entire list of anti-TB drugs
* Medical and other equipment purchased for
tuberculosis hospitals and the national DOTS centre
in Dushanbe
* National reference laboratory established and
equipped
4.10 Provide for a sustainable high level of all types
of immunization coverage using new highly effective
vaccines

* Number. Percentage of children that have received
full immunization
* Incidence of diphtheria, measles and rubella
* Immunization coverage during mass campaigns
against measles and diphtheria

5.3.1-14 Building, renovating, providing equipment,
providing furniture and providing with vehicles
Neithbourhood Health Clinics, Rural Health Centres
and District (City) Health Centres

These projects have been selected to help address
the bias in the Tajikistan health system toward
secondary and tertiary healthcare (hospitals), by
directing more funding to appropriate primary
healthcare facilities which should improve access
to healthcare services to the poor.

Source: Government of Tajikistan PRS II
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* Percentage of laboratories provided with
necessary equipment
Basic medicines and consumables available at 1,718
Neighbourhood Health Clinic facilities

MOH,
MEDT

Table 6.2. High Priority Measures eligible for IDB participation in the Education Sector
Measure

Justification

Output Indicator

Agencies
responsible

Total
need for
financing,
US $ mn

Unmet
need
US $
mn

Promote the development of private pre-school 8.2
educational institutions through the creation and other
legal environment, of a conducive regulatory and
including improvement of the licensing and
system accreditation

of the key constraints identified was the physical One
the capacity for better uses resource constraints and
Measures aimed at stimulating private .of resources
investment in the education sector involvement and
will sector and also investments in physical materials
.address these constraints directly

pre-school institutions Number of private
established. Proportion of children attending
pre-school institutions (as a % of total number
Increase in the .)of pre-school age children
number of children attending private
by level of education educational institutions
schools after renovation Capacity for students at

MOE,
MOF, SCI,
MEDT,
local ,MOJ
authorities,
CFWA
MOE, local
authorities
MOE, local
authorities
MOE, local
authorities
MOE, local
authorities
MOE

...0

...0

5..0

..24

8.08

...8

...0

.

4.0

.

..8

..8

MOE,
MOF,
MLSW

4.2

1.../4

MOE,
MOF,
MLSW

4..

..8

MOE,
MOF,
MLSW

4..

..8

Rehabilitate and renovate existing schools 0.8
Purchase classroom and laboratory equipment for 0..
schools
Provide more schools with computers 0.0

equipment needs of curriculum-based %4..
met
proportion of the Computers purchased as a
curriculum-based need
supplied with water Proportion of schools

Supply schools with water and pumps 0..
Improve on-the-job training programmes in 1.44
the conceptual framework for accordance with
specialized training, stage 1
Provide material assistance to children from ..1
so they can obtain school and writing needy families
supplies, shoes and clothing

alleviate some of the This measure seeks to
institutional and HR constraints facing the education
sector by improving the personnel support to the
simultaneously improve the education sector and
.quality of education delivered
impact This measure addresses a high priority high
area, which is expanding access to the education
vulnerable segments e.g. poorest, sector for socially
disabled, girls

Ease access to basic, secondary and higher ...
professional education for orphans and vocational and
segments of the children from socially vulnerable
population by setting quotas
Develop a conceptual framework and carry out a ...
inclusive education package of measures aimed at
(inclusion of children with physical disabilities in the
)educational process) (stage 1

Source: Government of Tajikistan PRS II
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plans and curricula Additionals made to study
based on a decision by the MOE board

boys and girls) ( Percentage of children
receiving material assistance. Percentage of
and girls) who dropped out of children (boys
school but have returned
children from Percentage of orphans and
socially vulnerable segments of the population
in urban and rural areas who )(girls and boys
have enrolled in school under a quota, broken
down by level of education
children with access to Percentage of disabled
secondary education

Table 6.3 – High Priority Measures eligible for IDB participation in the SME Sector

Measures

1.8 Devise a transparent mechanism for dealing
with complaints from entrepreneurs and
investors, including the creation of a website (as
part of 1.3)

2.1.7 Strengthen the potential of agencies
responsible for the registration of property
mortgages. Simplify mortgage lending and
mortgage registration procedures
2.3.2 Study and develop proposals to eliminate
time limits on licenses and to ensure the
transparency of procedures involving the issuing
and revocation of licenses

To help identify
and alleviate the
constraints
facing the SME
sector in
Tajikistan
To enhancing
lending to the
SME sector

Proposals presented, website
created and functioning

SCI, other bodies

Total need
for
financing,
million
US$
0

Report and regulatory
proposals presented

RTG, SCI

0.2

0

0

0.2

To help reduce
the barriers in
setting up
SME's

Proposals of a regulatory
nature presented and
adopted

MOJ, SCI, other bodies

0.02

0

0

0.02

Amendments made to the
relevant regulatory and legal
framework. “One-stopshop” state registration
system established and
functioning on a pilot basis
Number of private sector
enterprises established in the
personal services sphere

SCI, MOJ, other bodies

1

0

0

1

SCI, CFWA

0.128

0

0

0.128

Highway rebuilt

MT

3.89

0

0

3.89

Highway rebuilt
Established list of work
performed
Established list of work
performed

MT

11

0

0

11

MTC

4.488

0

0

4.488

MEI

45.28

8.16

19.82

17.3

MEI

7.2

1.2

0

6

Justification

3.1.1 Study the feasibility and develop and
introduce a system for the “one-stop-shop”
registration of businesses in all categories

5.3.6 Creation of effective economic incentives
for development of the private sector in the
personal services sphere (public baths, laundries,
dry cleaners), especially in rural areas
1.3.30 Rehabilitate the Khorog-RoshtkalaTukuzbulok highway
1.3.31 Rehabilitate the Vakhdat-Dangara
highway
2.3.9 Modernize cable networks of the national
telephone system
3.3.30 Rehabilitate the energy sector, phases 1
and 2
3.3.31 Build the Lolazor-Obi Mazor 220 kV
electric power line and a 220 kV substation

To help the
expansion of the
SME sector in
Tajikistan
Infrastructure
has been
defined as a
significant
constraint to
SME in the IFC
Survey

Output indicators

Agencies responsible

Established list of work
performed

Source: Government of Tajikistan PRS II
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Confirmed financing, million US$

Unmet
need,
million
US$

Budget

External
financing

0

0

0

Donor(s)

CHAPTER 7: CHALLENGES, ISSUES AND RISKS TO POVERTY
REDUCTION

7.1
The Government and civil society of Tajikistan have made an extraordinary
effort in the past few years at developing a coherent vision and strategy for economic
and social development. There are several issues emerging from the above discussion
of the Government's evolving strategy for economic growth and poverty reduction.
These issues pose both opportunities and risks as the Government embarks on the
development of PRS III (2010-2-12).
(a) Lessons of implementing PRS I (2002-2006) do not appear to have been fully
absorbed: The reforms under PRS II appear all encompassing rather than targeted
structural reforms in key sectors—education, health, agriculture, and energy as
suggested by the lessons of implementing PRS I. The PRS II activity matrix consists
of more than a thousand measures giving the appearance of a wish list. There also
appears to be a blurring of the need to budget for the myriad on-going activities and
initiatives that are part of the normal and evolving functions of Government, and
focused additional expenditures to fund specific reforms and targeted selective
initiatives for poverty reduction. 20
(b) Difficulties of estimating the impact on poverty reduction of specific
interventions: The link between specific measures outlined in the PRS II activity
matrix and their impact on poverty is not clear. The PRS II activity matrix (Appendix
I of the PRS II document) is limited to defining inputs and outputs, and its linkage
with the monitoring indicators for measuring outcomes and impacts (defined
separately in Appendix II of the PRS II document) is not at all clear. This is
something to look at more clearly in the development of PRS III. Where the impact is
clear is in the activity matrix in terms of the budgetary costs of the measures selected
for implementation.
(c) Challenges in monitoring and evaluation of strategy evaluation: The monitoring
and evaluation framework suffers from another weakness, namely that it depends for
its implementation on a branch of Government—the Ministry of Economic
Development and Trade. It would be better for outcomes, especially those pertaining
to the delivery of services, to be measured and reported by independent surveys by the
private sector (see Para 3.19).
(d) Dealing with the lack of depth and fragility of the banking system: As outlined
in Para 3.17, low levels of monetary depth in Tajikistan makes the banking system a
constraint on future economic growth. At the micro-level, an inadequately developed
financial system will not be able to absorb new initiatives such as in cotton financing

20

For example, initiatives for the development of SMEs, identified from experience as having the
highest potential for reducing poverty across sectors, focus excessively on diagnostic and preparatory
activities rather than concrete actions.

or micro-finance and adversely impact on asset quality. 21 This risk needs to be
addressed by the Government as a matter of urgency.
(e) Pessimism on the likelihood of Tajikistan achieving its MDG goals by 2015:
According to Government estimates, MDGs are achievable even if the rate of
economic growth declines to 3% per annum. 22 However, there are questions
regarding this optimism. First, there is the large financing gap for the implementation
of the PRS II programme amounting to US$2.7 billion just for 2007-2009 amounting
to over 50% of the total cost of implementing the PRS II program. Second, as
mentioned in Chapter 2, UNDP estimates a large gap of $4.5 billion between what is
required to meet the MDGs and the resources expected to be available to Tajikistan.

21

See IMF Country Report 08/382, dated December 2008 on the first assessment under the 2008 StaffMonitored Program.
22
PRS II document, page 12, last Para.
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CHAPTER 8: SUMMARY, RECOMMENDATIONS & WAY FORWARD

8.1 Poverty in Tajikistan declined substantially during the last decade, from a poverty rate of
81% in 1999 to 53.1% in 2007, but remains high.
8.2 Poverty remains largely a rural problem, as the rural areas account for 71.4% of those
living in extreme poverty.
8.3 Progress in tacking the incidence of poverty varies across regions with the poorest region
being the Western Sogd followed by Khatlon; the least poor region is Dushanbe.
8.4 Food security is a major, if not alarming, concern in Tajikistan, with 34% of the
population severely or moderately food insecure. A targeted multi-sectoral set of measures is
needed to help address the problem. These include measures aimed at strengthening the
health, education and the private sector consistent with the analysis in the rest of the report
and pulled together in Chapter 6.
8.5 Demographic factors have had a direct effect on the poverty rate in Tajikistan, with the
evidence showing that large households, households with large number of children, femaleheaded households, and households with less educated heads are more vulnerable to poverty.
8.6 Tajikistan is on track to achieve MDG 2 for achieving universal primary education,
however there are serious concerns about Tajikistan’s ability to meet the three health related
MDGs. In terms of eradicating extreme poverty and hunger (MDG-1) the country appears to
be on track in achieving the first target (halving the share of the population below $1-perday) but not the second (halving the share of the population who suffer from hunger).
8.7 The progress Tajikistan has made on the MDGs was achieved in the wake of strong
economic growth and remittances from abroad since 2000. The sustainability of both is
questionable in the face of the current global financial crises. There has been a sharp decline
in GDP growth rates for Tajikistan from an average of about 7% in the past five years to
3.4% in 2009 and 4% in 2010. This will adversely affect the poverty rate and its ability to
recover quickly and get back on track in terms of achieving the poverty MDGs.
8.8 UN estimates show a large funding gap for achieving the MDGs, which the government
did not adequately address in its National Development Strategy.
8.9 Tajikistan’s performance in terms of achieving the three health related MDGs is of
concern. Although, significant progress has been made on the goal of reducing the child
mortality rate (MDG4) the rate remains high. Furthermore, the only available figures on the
maternal mortality ratio (MDG5) indicated that Tajikistan had the highest mortality ratio in
the region in 2005. In addition, the alarming increase of Tuberculosis incidence in the last
decade shows that Tajikistan regressed on MDG6.
8.10 Tajikistan is on target to achieve universal primary education, MDG 2. In addition to
high gross enrollment rates, the completion rate for primary school level of education has
been relatively high. However, there remain important concerns in government over access to

education, for example the gender gap in the gross enrollment ratio of Tajikistan remains the
highest in the region and the secondary drop out rate is also substantive.
8.11 A shortage of public funding continues to be a key problem in the Health care sector.
The level of budget expenditures for health is one of the lowest in the region and as a result a
large proportion of the population had limited access to medical care. Further, the health
system is skewed toward secondary and tertiary healthcare, with hospital services for
example, receiving over 70% of available budget funds for healthcare.
8.12 The Education care sector was also suffering from inadequate funding. Budget spending
on education increased from 2.3% of GDP in 2000 to 2.7% of GDP in 2005 but is still well
below the levels achieved in 1991 (8.9% of GDP). A significant proportion of the spending
therefore is dependant on donors and households themselves. This has led to a critical
shortage of physical resources for students and constrained both the quality and delivery of
education. This is compounded by shortage of skilled and appropriately qualified school
teachers.
8.13 The challenges facing the education and healthcare sectors are reflected in the human
development indicators (HDI) for Tajikistan which have deteriorated from 0.71 in 1985 to
0.67 in 2005.
8.14 There is evidence however, that the government is recognizing the need for a
reprioritization of the education and healthcare sectors. PRS II projections show increased
budget expenditures for both sectors, with education sector allocation, as a percentage of
GDP, increasing from 15.4% in 2007 to a projected 18.4% in 2009, and for Healthcare from
5.4% to 6.7% respectively.
8.15 Despite the higher allocation to the education and health sectors in the budget from 2007
to 2009, there remains a critical funding gap for implementing measures outlined in PRS II
for development of the education and healthcare sectors, costing an estimated US$157.9
million and US$160.8 million respectively. Of these amounts, US$75.7 million and US$52.2
million represent unmet financing needs that are considered high impact and sustainable . The
mission has identified a selected number of unfunded measures for future funding by IDB.
(Table 6.1).
8.16 The MSME sector, which accounted for 33% of total employment in 2005, contributed
to the over whelming majority of the private sector. However, the growth of the sector is
limited: on average Tajikistan has approximately one small business per 1,000 people, while
Russia has six and European Union countries have at least 30.
8.17 Less than 30% of small and medium-sized businesses (SMEs) and individual
entrepreneurial activity make investments in fixed assets.
8.18 Entrepreneurial activity is constrained by infrastructural constraints, primarily in the
form of shortages of electricity (particularly in the winter) and natural gas, and problems in
transportation of goods both inside the country and abroad.
8.19 Access to credit and its high cost is a constraint to entrepreneurial activity; bank lending
rates are high at 24-36% per annum range.
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8.20 MSMEs face excessive barriers to entering the market (complicated and timeconsuming registration procedures). Procedures, such as obtaining permits and licenses,
performed by SMEs on an annual basis, are actually more difficult for existing businesses
than for start-ups.
The IDB strategy for Tajikistan should encompass the following areas:
8.21 Improve access to, and performance of local markets: IDB should consider
supporting the implementation of institutional reforms, reduction in overall investment and
business risks, improvements in infrastructure and lowering barriers for investors and
entrepreneurs to enter the market, while additional support to traders and customers through
credit and/or vouchers for fuel and transportation of commodities, and support to create
associations that can pool the transport and storage of goods would enhance downstream
effects.
8.22 Improve infrastructure particularly in linking the country to markets of the
neighboring countries.
(i)

(ii)

Support infrastructural development: Roads, water supply, irrigation, and energy –
oriented projects that lead to rural development, better market efficiencies, lower
transaction costs.
Export diversification: Support the Government’s drive for diversification away from
cotton sector by among other things support the development of the processing
industry.

8.23 Addressing Food Security through an integrated multi-sector program: This may
includes support in identified regions for planting for winter crops (distribution or vouchers
for quality seeds, fertilizer, and agricultural machinery; repair of irrigation systems), livestock
protection and re-stocking (credit or grants; provision of fodder and/or veterinary services)
and safety nets (possibly using food- and/or cash-for-work modalities).
CONCLUSION
8.24 Given the complexities of the issues facing Tajikistan and the magnitude of its poverty,
an integrated value-chain type of approach, which factors in the multi layers involved in the
development process, combined with multi-level paternities, including public-private, donors
and CSOs is required in order to effectively address the constraints and build the momentum
to move forward.
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Annex A: Selected Country and Social Indicators
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Annex B: Main Macroeconomic Assumptions and Indicators of Tajikistan’s
Development for 2007-2009 in PRS II*
2006
Real GDP in 2006 prices (million somoni)
Per capita GDP (somoni, in 2006 prices)
Growth in real GDP (%)
Average annual inflation rate (%)
Exports of goods and services as a percentage of
GDP
Imports of goods and services as a percentage of
GDP
Broad money as a percentage of GDP
Gross investment in fixed capital as a percentage
of GDP
State budget revenues as a percentage of GDP
State budget expenditures as a percentage of
GDP (not including PIP)
State budget surplus/deficit as a percentage of
GDP (not including PIP)
Broad state budget deficit indicator (%)
External government debt as a percentage of
GDP
External debt service as a percentage of state
budget revenues

2007

9,272.2
1,311.3
7.0
12.5
49.8

9,967.6
1,380.4
7.5
7.0
46.5

2008
Forecast
10,675.3
1,447.7
7.1
6.0
47.1

2009

61.3

65.1

65.2

65.5

11
17.2

12
22.4

13.5
21.0

15
20.0

17.8
17.3

19.3
20.3

19.9
20.9

20.7
21.7

+0.3

-1.0

-1.0

-1.0

2.7
33.2

13.7
46.1

9.81
52.4

5.50
55.0

2.6

3.0

3.2

3.2

11,422.6
1,523.1
7.0
6.0
47.5

*Forecasts prepared by the Ministry of Economic Development and Trade, the Ministry of Finance and
the National Bank of Tajikistan.
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Annex C: Poverty Reduction Targets for 2007-2009 for PRS II

Indicator
Per capita GDP
Average annual growth in GDP (%)
Average annual inflation (%)
State budget surplus/deficit (not including the
PIP) (%)
Poverty rate ($2.15 PPP)
Extreme poverty rate ($1.08 PPP)
Contribution of private sector to GDP (%)
Annual increase in gross private investment
(other than investment in the primary sector) (%)
Growth in gross agricultural output (%)
Growth in industrial output (%)
Overall basic secondary education coverage (%
of total number of children of the relevant age)
Mortality rate among children under the age of 5
(per 1,000 live births)
Infant mortality (per 1,000 live births)
Maternal mortality (per 100,000 people)
Number of people infected with HIV
-

Incidence of disease (per 100,000 people):
Malaria
tuberculosis, according to WHO
parasitic diseases
Measles
Proportion of urban/rural population with regular
access to high-quality water sources (%)
Proportion of urban/rural population with access
to basic sanitation and hygiene services (%)
Area of land covered by forests as a proportion of
total land area (2005 - 100%)
Percentage of economically active population by
gender (m/f)
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Baseline level
(2005)
402.1 (2006)
7.0 (2006)
12.5 (2006)
+0.3

Target (2009)
485.5
7.0
6.0-7.0
-1.0

64.0 (2003)
18.0 (2003)
43.0
100.0

52.0
10.0
55.0
110.0

103.1
100.0
97.0

120.0
125.6
98.0

79 (MICS-3)

75

65 (MICS-3)
97
627 (2006)

62
70
not more than
2,500

37.4
177 (2004)
292.9 (2004)
0.0
93.0/ 49.0

20
145
not more than
292.9
0.0
96.0/ 51.0

20.0/ 5.0

47.0/ 37.0

100.0

105.0

58.3/41.7
(2004)

57.8/42.2
(preliminary
estimate)

TAJIKISTAN

Annex D: Financing needs for priority activities in PRS II (millions of U.S. Dollars)

Sector of Tajikistan’s
economy

Total
need

Budget

Public administration

10.0

0.0

Macroeconomic policy

82.9

6.3

Improvement of
investment climate,
development of private
sector
Development of
regional cooperation
and integration into
global economy
Development of
transportation
Development of
communications
Development of
energy
Development of
industry
Total for all
infrastructure

33.5

0.0

279.4

Confirmed financing23

Unmet need

Unmet need as a percentage of total need

External financing

External financing

External financing

PIP – total
(credit/grant)

Total

Budget

FDI

5.0
(0/ 5.0)
58.6
(42.9/15.7)
16.1
(0/16.1)

0.0

5.0

0.0

64.9

0.0

16.1

1.7

19.7
(0/19.7)

200.0

581.6

32.3

56.1

0.0

340.2
(331.4/8.8)
0.0

1899.0

123.3

1024.9

0.0

3561.6

155.6

PIP – total
(credit/grant)

Total
FDI

Budget

FDI

Shortfall total

50.0
(0/100)
21.7
(2.5/19.2)
51.9
(0/51.9)

0.0

50.0

0.0

21.7

0.0

51.9

PIP – total
(credit/grant)

5.0
(0/5.0)
18.0
(2.1/15.9)
17.4
(0/17.4)

0.0

5.0

0.0

18.0

0.0

17.4

221.3

8.1
(0/8.1)

50.0

58.1

2.9
(0/2.9)

17.9

20.8

5.0

377.5

131.3

204.1

35.1

0.0

48.0

56.1

85.6

100.0

365.9
(328.0/37.9)
0.0

498.5

987.8

850.1

911.1

44.8

48.0

138.0

138.0

880.0

886.9

85.9

86.6

706.2
(659.4/46.8)

641.5

1503.3

148.9
(46.3/102.6)

1909.4

2058.3

12.5
(1.9/10.6)
14.4
(8.0/6.4)
3.2
(1.6/1.6)
0.7
(0/0.7)
4.2
(1.3/2.9)

22.6

0.0

72.8
(11.0/61.8)
8.1
(4.5/3.6
61.2
(30.8/30.4)
6.9 (0/6.9)

53.6

57.8

23

Includes projects that: 1) have been signed and will be implemented within the framework of the given PRS; 2) are in the development stage and are planned
for implementation of the given PRS; 3) are contained in donor assistance programmes and are slated for implementation within the PRS.
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Sector of Tajikistan’s
economy

Total
need

Budget

Confirmed financing23

Unmet need

Unmet need as a percentage of total need

External financing

External financing

External financing

PIP – total
(credit/grant)

Total

Budget

FDI

PIP – total
(credit/grant)

Total

Budget

FDI

PIP – total
(credit/grant)

FDI

Shortfall total

Food security and
development of
agriculture
Dvlpmt. of education

225.8

21.1

151.7
(120.5/31.2)

0.0

172.9

37.4
(6.1/31.2)

15.5

52.9

16.6
(2.7/13.9)

6.9

23.5

157.9

20.4

0.0

82.2

75.7

47.9

0.2
20.6

0.0
0.0

0.7
82.9

0.0
30.0

8.6
84.3

0.0
17.9

92.5
50.4

160.8

26.2

0.0

108.5

0.0

52.4

0.0

32.6

46.2

0.5

0.0

12.1

0.0

38.5

0.0

73.8

Expanded access to
water supply,
sanitation and housing
and municipal services
Promotion of
environmental
sustainability
Gender equality
Total expenditures
under the PRS

180.2

5.4

0.0

40.9

3.0

139.3

28.9
5.4/23.5)
92.5 (0/92.5)
32.5
(5.1/27.4)
32.6
(6.3/26.3)
73.8
(0/73.8)
75.6
(14.9/60.7)

19.0

9.3
167.2

45.7
(8.6/37.1)
8.6 (0/8.6)
54.3
(8.6/45.7)
52.4
(10.2/42.2)
34.1
(0/34.1)
136.3
(26.9/109.4)

30.0

Dvlpmt of science
Total for education
and science sector
Development of the
health care system
Social welfare

61.8
(15.4/46.4)
0.5 (0/0.5)
62.3
(15.4/46.7)
82.2
(23.7/58.4)
11.6
(0/11.6)
35.6
(20.9/14.7)

1.7

77.3

47.8

1.8

22.5
(6.2/16.3)

0.0

24.3

23.5
(0/23.5)

0.0

23.5

49.2
(0/49.2)

0.0

49.2

3.2
5029.4

0.0
239.3

1.6
1172.9
(888.9/284.0)

0.0
841.5

1.6
2253.7

1.7
537.2
(100.3/436.9)

0.0
2007.9

1.7
2775.7

53.1
10.7
(2.0/8.7)

0.0
40.1

53.1
55.1

24

230.724

The projected total of the CSIP for 2007-2009 is shown.

Poverty Assessment Report

VI

TAJIKISTAN

4.6

