
Country Partnership Strategy: Tajikistan, 2016–2020 

ECONOMIC ANALYSIS (SUMMARY)1 
 
A. Overview of Economic Performance  

 
1. The country’s gross national income (GNI) per capita (Atlas method) estimate from July 
2016 was at $1,240 for 2015 at lower-middle-income level.2 Growth projections for near term 
are lower than historical rates achieved that averaged 7.2% since 1997. 1991–2014 can be 
divided into three phases (Figure 1). The 
first phase (1991–1996) was marked by 
civil war and by 1996 when peace was 
restored, the economy contracted at an 
average of 17.1%. The second phase 
(1997–2004) saw annual growth rates of 
7.7% and it was broad-based with 
agriculture (27.8%), industry (29.1%), 
and services (43.1%) contributing to 
gross domestic product (GDP) growth. 
The third phase (2005–2014) was 
marked by volatility of commodity prices 
and increased remittances when growth 
averaged 6.9%. Contribution of industry 
to GDP growth contracted by 1.1%, 
agriculture stood at 21.7%, and services 
rose to 79.4%. 
 
2. Sustained growth rates resulted in a drop in poverty incidence from 81% in 1999 to 47% 
in 2009 based on the Living Standards Survey, down to 36% in 2012 using the Household 
Budget Survey, which factors in seasonal changes.3 According to government estimates, 
poverty declined to 31% as of end 2015. On employment, the share of industry reduced from 
20.5% in 1991 to 4.1% in 2014, services from 34.8% to 30.4%, while agriculture increased from 
44.7% to 65.5%. Higher-paying jobs are few, with most in construction and service sectors 
driven by remittances.    
 
B. Constraints to Growth Identified by the ADB Country Diagnostic Study 
 
3. The ADB growth diagnostic study used an inclusive growth diagnostic framework to 
identify critical constraints that hinder private investment growth and employment generation, 
posing a threat to the sustained high growth rates registered. The constraints are (i) limited 
access to finance and its high cost; (ii) unstable and seasonally interrupted electric supply; 
(ii) insufficient quality transport infrastructure and logistics; (iv) inadequate control over 
corruption and weak rule of law; and (v) market failures resulting in highly concentrated exports. 

                                                
1
  This summary is based on the ADB report on Tajikistan country diagnostic study (ADB. 2016. Tajikistan: Promoting 

Export Diversification and Growth. Country Diagnostic Study. Manila) and Tajikistan country chapters in the 2015 
and 2016 Asian Development Outlook.  

2
 As of 1 July 2016, low-income economies are defined as those with a GNI per capita, calculated using the World 

Bank Atlas method, of $1,025 or less in 2015; middle-income economies are those with a GNI per capita of more 
than $1,026 but less than $12,475; high-income economies are those with a GNI per capita of $12,476 or more. 
Lower-middle-income and upper-middle-income economies are separated at a GNI per capita of $4,035.. 

3
  The Household Budget Survey is less subject to bias with households visited 4 times a year, while the Living 

Standards Survey is administered once. The 2009 estimate of global poverty line of $1.90 (2011, PPP) was 4.7%. 
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Figure 1: GDP Growth,1991-2015 
(%)  

Phase II Phase III Phase I 

GDP = gross domestic prodict. 
Source. Tajikistan: Promoting Export Diversification and 
Growth. Country Diagnostic Study. Manila  

https://datahelpdesk.worldbank.org/knowledgebase/articles/378832-what-is-the-world-bank-atlas-method
https://datahelpdesk.worldbank.org/knowledgebase/articles/378832-what-is-the-world-bank-atlas-method
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4. The country’s constraints to growth arise primarily from its narrow economic base and 
reliance on remittance inflows and exports of two commodities, unwrought aluminum in 
intermediate form and raw cotton.4 The economy is highly dependent on remittance inflows that 
grew from about 6.4% of GDP in 2002 to 49.6% in 2013, then down to 41.4% in 2014 and 
33.4% in 2015. Out of a population of 8.4 million in 2014, 1.2 million are migrant workers, 90% 
of whom work in Russian construction and trade sectors.  As a result of tightened migration 
legislation in the Russian Federation, 13.7% workers returned to Tajikistan in 2015. As of 
January 2016, 333,391 were banned from re-entering for 3–5 years.5 

 
5. Exports of unwrought 
aluminum and raw cotton, which 
have consistently accounted for 
two-thirds of the country’s total 
exports, are subject to volatile 
international demand and 
commodity prices especially after 
2005. The Russian Federation is a 
key trading partner, accounting for 
the second highest share of 
merchandise imports (21.7%) and 
sixth highest level of exports 
(6.1%) in 2015.6 This combined 
dependency on the Russian 
economy and volatility of 
commodity prices has triggered 
cyclical macroeconomic 
challenges, the impacts of which 
are compounded by adverse 
geography and regional geopolitics 
affecting connectivity (Figure 2). 

 
6.  The country has the lowest share of private investments among transition economies at 
26% during 2000 to 2012 and its cumulative foreign direct investments reached $1.88 billion in 
2014.7 A difficult business environment and low level of private investments resulted in industry 
contracting by 1.1% during the ten-year period between 2005 and 2014 creating limited job 
opportunities. The high reliance on hydropower results in a power surplus during summer 
months and acute deficits during winter months. In 2015, the winter deficit was estimated at 1.1 
terawatt-hours (9% of annual consumption). The absence of regular electricity supply and 
affordable financing, with borrowing costs averaging more than 30%, are cited as impediments 
for private investments. To address the high cost of finance and limited access to financial 
services, the study highlights the need to (i) strengthen financial intermediation capacity of 
banks and increase lending particularly in rural areas through a diversified range of rural credit 
products, and (ii) improve access to financial information though a comprehensive financial 
literacy program for the population.  
 

                                                
4
  ADB. 2016. Tajikistan: Promoting Export Diversification and Growth. Country Diagnostic Study. Manila.    

5
  International Organization for Migration. 2016. An overview of current migration trends in Tajikistan. Dushanbe. 

6
  International Trade Centre data. Trademap-Trade Statistics for International Business Development  

7
  United Nations Conference on Trade and Development Statistics. UNCTADStat.  
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Figure 2: Remittances as a key 
transmission channel for effects from 

Russia (%)   

Russian Federation GDP Growth Rate

Tajikistan GDP Growth Rate

Personal remittances received (as a % of GDP RHS)

GDP = gross domestic product, RHS = right hand side. 
Sources: World Development Indicators; National Bank of Tajikistan; 
ADB Asian Development Outlook 2015; and International Monetary 
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7. The economy’s competitiveness is impeded by the high cost of transport logistics, as it 
ranked 153 (out of 160 countries) on the 2016 Logistics Performance Index. The number of 
products exported with revealed comparative advantage declined from 48 in 1995 to 44 in 2012, 
because of price competitiveness factors (where increased remittances raises demand for 
nontradables with the resulting inflation reducing cost competitiveness of exports) and non-price 
competitiveness factors like quality, distribution, and logistics. The diagnostic study analyzed  
ways the country can diversify and upgrade exports, moving away from the low-value, low-
skilled industries toward high-value, high-skilled sectors. It used the product space analysis to 
identify high-potential products that the country can diversify into and accelerate structural 
transformation. These prioritized products being agro-food processing, crop farming, textile and 
garments, mining and quarrying, basic precious metals and non-ferrous metals, and animal 
farming. The study recommended that the government encourage proactive private sector 
engagement in these products and provide incentives for their production.  

C. Recent Economic Developments   
 
8. Gross domestic product growth. Government estimates a decline in growth from 6.7% 
in 2014 to 6.0% in 2015, mainly because of a third fall in remittance inflows in US dollar terms 
and lower commodity prices for raw cotton and unwrought aluminum. Within industry, the 
extractives segment grew from a small base and in 2014 contributed 13.3% of total industrial 
output or 3.1% of GDP, 4.2% of state budget revenues, 5.2% of employment, and 23.3% of the 
country’s exports.8 It has potential to expand once worldwide commodity prices increase. In 
2015, government estimates on the growth of industry was at 11.2%, with an 11.4% rise in 
electricity generation and exports and a 21.8% increase in mining, although it dropped 
marginally from 13.3% in 2014. Electricity exports from the summer surplus to neighboring 
Afghanistan increased from $33 million (2013) to $41 million (2014). There was a 21.2% 
increase in construction because of public investment and a 7.0% drop in services because of 
reduced remittance inflows (Figure 3).  
 

 
 
9. Inflation. Based on government estimates, headline inflation decelerated to 5.1% in 
2015 from 6.1% in 2014 in spite of a depreciating somoni. Reduced remittances as a result of 
the downturn in the Russian economy and weakening Russian ruble in combination with lower 
exports in 2014 and 2015 increased the downward pressure on the somoni, which depreciated 
by 31.7% against the US dollar and 16.1% against the Russian ruble in 2015. The central bank 
intervened with $61.7 million cash and $383.4 million non-cash through the interbank market in 
2015 to stabilize the exchange rate. The currency reserves at the end of 2015 stood at 
$494.3 million (slightly over 1.6 months). Administrative controls to cap the exchange rate were 

                                                
8
  Extractive Industries Transparency Initiative (EITI). 2015. Tajikistan 2014 EITI Report. Tajikistan joined the EITI in 

February 2013. Based on https://eiti.org/report/tajikistan/2014 
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put in place. A drop in household income and private consumption, and low global fuel and food 
prices that accounted for more than a quarter of total imports, kept inflation in single-digit levels 
in 2015.  
 

10. Fiscal policy. In 2015, the central budget was under pressure because of low private 
consumption and a 20% drop in imports that affected tax revenues. Fiscal deficit for 2015 was 
estimated at 2.3% of GDP versus a surplus of 0.1% in 2014. Total revenues and grants reached 
30.1% of GDP compared to 28.4% in 2014. A revised tax code was formalized in 2013 and 
adopted in January 2014, which rationalized the number of taxes from 21 to 13.9 Starting 2017, 
the corporate tax rate (for non-commodities-producing enterprises) will be reduced from 25% to 
23% and personal income tax (based on monthly minimal salary levels or monthly calculation 
index) will be reduced from 15% to 13%. The road user tax will be phased out in 2017, while 
import of equipment and technologies will be exempted from the 18% value-added tax and 
customs duties. Exports are not subject to value-added tax. Administrative laws and procedures 
to minimize bureaucratic arbitrariness and sanctions mechanisms for violations of administrative 
procedures are areas that need improvement. 
 

11. Total government expenditure (including the public investment program) in 2015 was 
estimated at 32.4% of GDP, compared to the actual 28.4% in 2014. Although research has 
shown government spending levels to be comparable to low- and lower-middle-income 
countries, the capital spending rate at 9.1% of GDP in 2014 (averaging at 10% during 2011–
2014) is among the highest, with most of it centered around investments in energy generation, 
especially Rogun hydropower plant and transport connectivity. Current expenditures at 18.2% of 
GDP in 2014 include wages and transfers to households that are lower than in comparator 
countries (footnote 11). Government spending on health was 2.1% of GDP and 5.0% of GDP for 
education in 2010–2015. The government plans to increase education spending to 7% by 2020; 
policy dialogue is ongoing to open higher education to the private sector. In health care, private 
out-of-pocket expenses is estimated to finance three-fourths of the annual health expenditure. 

 
12. Quasi-fiscal activities or expenditures of state-owned enterprises remain outside the 
purview of central budget, although it is sourced either through direct taxation or government 
spending. Instances of such quasi-fiscal activities include pricing basic services below market or 
cost recovery level, past arrears or write-off of debts by state-owned enterprises, offset 
arrangements that underreport revenues and expenditures incurred by state-owned enterprises, 
or targeted lending with preferential lending rates by state-owned enterprises.10 The Ministry of 
Finance state-owned enterprises monitoring department estimated the magnitude of quasi-fiscal 
activities for 24 state-owned enterprises in 2012 at 3% of GDP in 2012 or more than quarter of 
the combined annual government expenditures on health, education, and social protection.11

 

 
13. Public debt. Total public and publicly guaranteed external debt was estimated at 27.8% 
of GDP in 2015 by the International Monetary Fund (IMF), rising from 22.7% in 2014. The 
country’s long-term debt sustainability improved as its total public external debt that averaged 

                                                
9
  World Bank. Tajikistan Policy Notes on Public Expenditures. Policy Note No. 1 Government Expenditures, Size, 

Composition and Trends. Washington, DC.  
10

 In late 2007, a misreporting was uncovered by the International Monetary Fund (IMF) that involved providing 
inaccurate data on the level of international reserves and net domestic assets of the National Bank of Tajikistan, 
and the issuance of directed credit by the national bank over a 6-year period through 2007. Tajikistan repaid early 
the three non-complying disbursements to the IMF and a staff monitored program was put in place.  

11
 World Bank. Tajikistan: Policy Notes on Public Expenditures. Policy Note No. 5: Fiscal Risks from State-Owned 

Enterprises. Washington, DC. Based on http://www-
wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/07/07/000469775_20140707114018/Rend
ered/PDF/891830NWP0P1475020Box385273B00OUO090.pdf 

http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/07/07/000469775_20140707114018/Rendered/PDF/891830NWP0P1475020Box385273B00OUO090.pdf
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/07/07/000469775_20140707114018/Rendered/PDF/891830NWP0P1475020Box385273B00OUO090.pdf
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/07/07/000469775_20140707114018/Rendered/PDF/891830NWP0P1475020Box385273B00OUO090.pdf
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57.9% of GDP in 2000–2011 fell to 22.7% in 2014 as a result of grant assistance from 
development partners (including ADB and the World Bank), in addition to economic growth. 
Based on the DSA and ADB 2014 country performance assessment, the country was rated a 
medium performer and received concessional assistance (half in grants and half in loans) for 
the first time in 2015–2016 after receiving only grants in 2010–2014. The 2015 DSA rating, 
prepared by the IMF and the World Bank, improved to low risk and the World Bank moved to 
100% loans from July 2015.12 

 
14. Trade. High concentration in the export basket is reflected in the excessive reliance on 
two commodities—unwrought aluminum and raw cotton—as these consistently accounted for 
two-thirds of total exports since 1998. However, both commodities were subject to volatile 
international prices and shifting demand. The country was unable to achieve improvement in its 
level of export sophistication and was unsuccessful in creating comparative advantage in high-
value products. The number of products with a comparative advantage declined from 48 in 1995 
to 44 in 2012. The decrease is a result of both price competitiveness factors (where increased 
remittances raises demand for nontradables with the resulting inflation reducing cost 
competitiveness of exports) and non-price competitiveness factors like quality, distribution, and 
logistics. Lower exports and rising imports with hydrocarbons and food grains accounting for a 
quarter of it widened the trade deficit, which averaged at 42% of GDP during 2005–2014 (Figure 
4). In 2015, main export destinations were Turkey (27.0%), Kazakhstan (21.9%), Switzerland 
(18.7%) and the People's Republic of China (PRC) (6.7%). Imports were primarily sourced from 
the PRC (51.4%), Russian Federation (21.7%) and Kazakhstan (11.9%) (footnote 6). 
 

 
 
15. Remittances. With 1.2 million Tajik workers abroad, 90% of whom are working in the 
Russian Federation, remittance inflows cushioned the wide trade deficit as current account 
deficit averaged 4.8% of GDP during 2005–2015, although it increased to 9.1% in 2014 and 
5.9% for 2015. Remittance inflows grew from 6.4% of GDP in 2002 to 49.6% in 2013 although it 
decreased to 41.4% in 2014 and expected to drop further to 33.4% in 2015. Significant inflow of 
remittances expanded imports and raised household consumption especially of nontradables 
like construction. Because of the quasi-informal nature and low financial intermediation levels, 

                                                
12

 ADB's grant framework adopts a conservative policy implying that if the debt distress classification improves, the 
country retains the original grant share during the second year of any biennial allocation period, 2016 in this case. 
However, if debt distress classification deteriorates, the country moves to a higher grant share from 2017. 
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incoming remittances could not be channeled to productive investments.13 An estimated 36% 
drop was achieved in the total income poverty during 2003–2009 of which labor earnings 
accounted for 21 percentage points and remittances accounted for another 8 percentage points 
with social transfers from government being another key variable.14 With most of the migrant 
workers from rural areas, effects of remittances on total income poverty reduction was more 
pronounced in rural areas where it accounted for 24% of reduction than in urban areas where it 
was 18%. As of January 2016, the number of Tajik migrant workers in the Russian Federation 
was 862,321, a 13.7% drop from 999,169 in January 2015. Further, 333,391 are officially 
banned from returning to the Russian Federation for 3–5 years (para. 4).   
 
16. Exchange rates. Tajikistan maintained a managed floating with no predetermined path 
for the exchange rate. With falling remittances and drop in export levels of its two main export 
commodities in late 2015, the somoni depreciated by 31.7% from TJS5.30 per US dollar on 
1 January to TJS6.99 on 31 December 2015. Since the start of 2015, the central bank has 
frequently intervened to smooth out excess volatility at the expense of diminishing foreign 
currency reserves. Because of extensive dollarization, exchange rate depreciation intensified 
financial sector problems and nonperforming loans rose to 30%. The government signed a 
3-year $500 million currency swap agreement with the People’s Republic of China (PRC) to 
manage currency pressures. 

 
17. Employment. Besides the informal sector, two parallel labor markets exist: the domestic 
labor market and the migrant labor market. The size of the domestic labor market was estimated 
at 2.30 million in 2015. The shares of agriculture, industry, and services on employment during 
2014 were 65.5%, 4.1%, and 30.4% respectively (footnote 4). The central issue in the domestic 
labor market is that a structural transformation to create job opportunities in nonfarm sectors 
has yet to take place. Besides limited job creation in the nonfarm sectors, wage differentials with 
other countries in the region are significant. In 2011, the average monthly wage rate of workers 
in the health sector was estimated to be 18 times higher (16 times for agriculture, and 4 times 
for the construction sector) in the Russian Federation (footnote 4). Consequently, limited job 
opportunities in the nonfarm sector and the high wage differentials especially with the Russian 
Federation expanded the migrant labor market. Estimates from 2009 Living Standards Survey 
point to the informal sector accounting for 31% of the country’s labor force. Informal 
employment, which is unreported or not registered as legal entities, includes individuals working 
on dehkan farms (mid-sized, privately owned commercial farms distinct from household plots), 
personal farms, or leased land. Official statistics reported a 2.2% unemployment rate for 2015, 
although this is estimated to be much higher. 
 
18. Foreign direct investment. Foreign direct investment (FDI) stock at $1.88 billion in 
2014 was the lowest when compared to other countries in the region. Much of this was 
accumulated prior to the global financial crisis of 2008–2009 when the Russian Federation 
invested in the energy, construction, finance (banks), and communication sectors. The ratio of 
FDI to GDP fell from 9.6% in 2006–2008 to 1.2% in 2010–2013, and the government has relied 
on state-led investments and external loans (footnote 4). Since 2011, the PRC increased its 
share in the FDI inflows and in 2012, the PRC and the Russian Federation combined for 70% of 
the annual inflows. While FDI remained low, private non-guaranteed debt increased from 
$300 million in 2005 to $1.358 billion in 2012 (footnote 4). The sectoral spread for private sector 
investments cover nonferrous metal industry (mining of aluminum and prospecting of gold, 

                                                
13

 UNDP and Ministry of Foreign Affairs of Finland. 2015. Trade and Human Development. Central Asia Human 
Development Series.  

14
 World Bank. 2014. Poverty Reduction and Shared Prosperity in Tajikistan: A Diagnostic. 
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silver, lead, and zinc deposits), light industry (textile manufacturing), and agricultural 
investments (machinery and infrastructure for grain export).15 

 
D. Regional Integration Issues  
 
19. Accession of the Kyrgyz Republic to the Eurasian Economic Union. The Kyrgyz 
Republic signed a treaty on accession to the Eurasian Economic Union in December 2014 and 
joined on 12 August 2015. This accession is expected to increase import tariffs applied on 
goods and services sourced from Tajikistan, thicken customs control at the Kyrgyz–Tajik border, 
and tighten technical and phytosanitary regulations on outgoing Tajik products. Consequently, 
Tajik exports to the Kyrgyz Republic are likely to fall in the short term. However, direct effects 
could potentially be limited and proportionate to the trading volume between the two countries. 
2014 estimates show that the Kyrgyz Republic accounted for 1.5% ($7.6 million) of Tajik exports 
and around 0.7% ($32.9 million) of imports. 
 
20. Tajikistan may also experience a reduction in FDI flows, given the Russian Federation’s 
commitments to the Kyrgyz Republic during its accession negotiations and potential limited 
resource availability resulting from a prolonged slowdown. Tajik migrant labor in the Russian 
Federation may face increased competition from Kyrgyz migrants, given the provisions for freer 
movement of labor across member countries. Related provisions are fewer number of 
documents needed to migrate, increase in timeframe for registration and length of uninterrupted 
stay, entitlements to migrants’ family, and legal safeguards on migrants’ access to information. 
The Eurasian Development Bank projected that if Tajikistan decides to accede to the Eurasian 
Economic Union, it would provide a window of an additional 3.5% in the medium term through 
increased investments, productivity improvements, and labor migration although such benefits 
would neither be immediate nor automatic (footnote 16). 

 
21. Post-accession support to the World Trade Organization. The government received 
ADB support to implement post-accession commitments since it became the 159th member of 
the World Trade Organization on 2 March 2013. Priorities were to reduce costs of regulatory 
changes and costs for product quality certification through technical support activities financed 
under the Central Asia Regional Economic Cooperation (CAREC) program. New CAREC 
priorities on trade policy support are to expand trade in services and reduce adverse effects of 
sanitary and phytosanitary measures on agricultural commodities and technical barriers on 
trade measures on industrial goods. 

 
E. Development Outlook and Prospects 
 
22. The 2016 Asian Development Outlook forecasts a slowdown of GDP growth to 4.2% in 
2016 before recovering to 4.5% in 2017. Inflation is expected to increase to high single digits in 
2016 before easing to 7.5% in 2017. The current account deficit is expected to narrow to 4.8% 
in 2016. The country’s continued susceptibility to external shocks triggered by the trajectory of 
the Russian economy and international demand and prices of commodities similar to the effects 
from the 2008–2009 global financial crisis underscores that it has not fundamentally improved 
its capability to counter external shocks. Although the economy registered growth, structural 
reforms are necessary to minimize volatility and ensure job creation. ADB is implementing the 
Investment Climate Improvement Program (policy-based lending), which is part of a concerted 
reform package with other development partners for structural reforms. 

                                                
15

  Eurasian Development Bank. 2013. Economic Impact of Tajikistan’s Accession to the Customs Union and the 
Single Economic Space. EDB Center for Integration Studies. 


