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PRIVATE SECTOR ASSESSMENT (SUMMARY) 
 
 

A. Thematic Performance, Problems, and Opportunities 
 

1. Tajikistan’s transition from a centrally planned to a market economy after the dissolution 
of the Soviet Union in 1991 has been one of the slowest among Commonwealth of Independent 
States countries. The government has retained control over many production activities and 
directly influences prices in several markets. The civil war during 1992–1997 significantly 
delayed economic progress. 
 
2. Since 2005, Tajikistan’s growth has been driven by consumption, fueled by remittance 
inflows.1 Investment (gross fixed capital formation) averaged 16% of gross domestic product 
[GDP] during 2005–2013, largely funded by the government and development partners. Private 
investment was estimated at 5% of GDP in 2013, one of the lowest levels in the world that limits 
economic growth and job creation. 2 
 
3. Over 9,600 small enterprises and 1,300 medium and large enterprises have been 
privatized since independence. 3  Since 2005, the private sector’s contribution to GDP has 
remained stable at about 55%.4 State enterprises are mainly concentrated in power generation 
and distribution, aluminum production, construction, and construction materials. In 2015, there 
were around 276,000 taxpaying registered firms consisting of 32,000 companies, 88,000 
individual entrepreneurs working with a patent, 32,000 individual entrepreneurs working with a 
certificate and 124,000 dehkan farms paying single tax.5 The majority of these entrepreneurs 
are engaged in the agricultural sector, small traders and service providers. The private sector 
employs over 1.5 million of Tajikistan’s 2.3 million workforce, including those in the informal 
sector.6 
 
4. The private sector as a whole remains weak and has made limited progress in 
expanding its productive capabilities to create more wealth. Many of the shortcomings in 
Tajikistan’s economy—low competitiveness of products in particular—reflect the private sector’s 
poor performance. Until 2014, remittance inflows supported the appreciation of the real effective 
exchange rate, reducing the competitiveness of exports. The number of products exported with 
comparative advantage has declined from 48 in 1995 to 44 in 2012. The export basket is 
concentrated in products that face inelastic and falling demand in the world market. In 2012, 
aluminum and cotton represented 65% and 14% of total export value, respectively. Cotton 
accounts for 60% of agricultural output, supports 75% of the rural population, and uses 45% of 
irrigated arable land. Cotton exports are largely unprocessed (raw cotton). 
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  Limited employment opportunities in Tajikistan have encouraged up to 40% of the working population to seek jobs 

abroad, mostly in the Russian Federation. This has been facilitated by an agreement on labor migration signed by 
Tajikistan and the Russian Federation in 2004. 
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  EBRD. Structural and Institutional Change Indicators. 

http://www.ebrd.com/pages/research/economics/data/macro.shtml. The private sector’s share in GDP represents 
EBRD estimates based on available statistics. The underlying concept of private sector value-added includes 
income generated by the activity of private registered companies and private entities engaged in informal activity 
where reliable information on informal activity is available. The data series starts in 2004. 
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  The tax patent regime is targeted at individual entrepreneurs and applies to certain types of business activities. 

Individual entrepreneurs pay a fixed amount (called a tax patent) for a predetermined period. 
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5. Foreign direct investment (FDI) remains sluggish and is yet to become the driver the 
government hoped would increase the private sector’s contribution to 66% of GDP by 2012. FDI 
inflows dropped from 9% of GDP during 2004–2008 to around 1% of GDP during 2009–2013 
(footnote 2). FDI is concentrated in a few sectors—mainly financial intermediation, 
communications, mining, and construction. 
 
6. Despite efforts to increase Tajikistan’s Doing Business ranking, long-term private 
investment continues to be constrained by an unfavorable business environment that imposes 
high uncertainty. Strong perceptions of corruption and expropriation risks discourage 
businesses and individuals from investing in Tajikistan. In May 2012, Tajikistan acceded to the 
New York Convention of 1958 on the Recognition and Enforcement of Foreign Arbitral Awards, 
which is expected to catalyze improvements in this area for foreign investors. Executive 
documents—presidential decrees, laws, government orders, instructions, ministerial memos, 
and regulations—are often inaccessible, leaving businesses and investors unaware of existing 
rules. Arbitrary taxation and multiple inspection rules with informal arrangements reduce the 
prospects of fair competition. Standards and technical regulations for products are set, certified, 
and accredited by the same government agency—Tajikstandart—that is prone to conflicts of 
interest. 
 
7. Financing is expensive and short-term, limiting private investors’ capacity to expand and 
compete internationally. Domestic credit to the private sector was only 18% of GDP in 2013, still 
an improvement from 13% of GDP during 2009–2012. Energy and water supply is unreliable, 
and large parts of the country do not receive stable electricity supply during the 6-month winter 
period.7 Businesses have very limited knowledge of modern production techniques. Only 17% of 
firms report having an internationally recognized quality certification (16.7% in 2008). Tajikistan 
ranks 106th out of 144 countries in cluster development.8 The number of graduates qualifying 
from Tajikistan’s education system is low and educational attainments (skills and qualifications) 
do not fully meet labor market requirements. Businesses have limited access to external 
markets due to a lack of knowledge about consumer preferences and price sensitivities, and 
poor transport and logistics infrastructure.9 Overall, Tajikistan’s country risk is very high.10  
 
8. The government has expressed its intention to use public–private partnership (PPP) to 
deliver public infrastructure and services. Building on the progress already made under the 
ongoing technical assistance, support will be provided for development of pilot PPP projects to 
serve as demonstration projects and to test the policy, legal and regulatory, and institutional 
environment being established; and operationalization of a Project Development Facility to 
finance pre-feasibility and feasibility studies and transaction advisory services for the emerging 
pipeline of PPP projects.11 A new PPP law was enacted in 2012, providing a legal framework for 
the development of infrastructure projects under PPP schemes. However, Tajikistan remains at 
an early stage of development of its PPP framework and market. Other key elements of a PPP 
enabling environment—institutional and financial—are still being developed. The business 
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consumer, uses about 40% of total electricity generated.  
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 Uzbekistan has increased transportation fees charged for the railway line through which a majority of Tajikistan’s 

exports are shipped. 
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Tajikistan has the highest country risk classification under the Organization for Economic Cooperation and 
Development’s Arrangement on Officially Supported Export Credits (7 out of 7). 
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 ADB. 2013. Support Enabling Capacity Building for Public-Private Partnerships in Tajikistan. Manila 



3 
 

environment is not adequate for PPP. To date Tajikistan’s PPP experience remains very limited, 
and only a few projects with PPP characteristics have been implemented.12 
 
9. Due to male labor migration, women have been taking business management roles. 
Women work in the market, have small production units, and some travel as shuttle traders to 
neighboring countries. However their entrepreneurial progress is limited, especially in rural 
communities, by rigid notions of appropriate societal roles for men and women. Men and women 
have equal legal rights to land (and property other than land), bank loans without a need for 
prior authorization, and contracts in their own names. Nonetheless, women represent a small 
percentage of registered land use owners and few women apply for loans, primarily because 
they are not aware of their rights and do not understand the underlying procedures. Women 
typically do not control household assets. 
 
B. Government’s Sector Strategy 
 
10. Investment climate improvement, together with private sector development and 
entrepreneurship, is a pillar of Tajikistan’s National Development Strategy for 2016-2030. 
Raising the low level of private investment and improving productive capabilities to increase 
exports of higher value-added products to current and new markets is an ongoing challenge. 
 
11. The State Committee on Investment and State Property Management is responsible for 
improving the investment climate and supporting entrepreneurship in Tajikistan. It also oversees 
the official investment promotion agency responsible for catalyzing investments in Tajikistan—
and the PPP Center responsible for coordinating the development of a pipeline of PPP projects 
and the necessary legal and regulatory framework. The Ministry of Development and Trade’s 
responsibilities include setting policies for socioeconomic and regional development, free 
economic zones, foreign trade, and the coordination of public investment. 
 
C. ADB Thematic Approach and Planned Program 
 
12. Some of the constraints faced by private investors and businesses in Tajikistan are 
being addressed through ongoing initiatives. The World Bank’s Private Sector Competitiveness 
Project, approved in 2012, is simplifying business registration and construction permit 
processes, improving regulations and infrastructure underlying access to financial services, and 
encouraging development of the mining industry. The World Bank’s Tax Administration Reform 
Project, approved in 2012, is building on previous support from ADB, the United States Agency 
for International Development (USAID), and the International Finance Corporation (IFC) to 
improve tax administration. The Deutsche Gesellschaft für Internationale Zusammenarbeit (GIZ) 
Framework and Finance for Private Sector Development program has been strengthening value 
chains by (i) providing business and consulting services; (ii) improving access to finance; (iii) 
encouraging cross-border trade; and (iv) promoting dialogue between policy makers, the private 
sector, and civil society. The Swiss Cooperation Office is financing the IFC Investment Climate 
Advisory Services Program, which is supporting regulatory reform in the areas of permits, 
licensing, inspections, simplification of tax administration, and investment policy. The European 
Union and the International Trade Center have supported trade facilitation and policy since 
2013, particularly in relation to Tajikistan’s accession to the World Trade Organization. GIZ, the 
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 Specifically, the concession for electricity generation and distribution in Gorno-Badakhshan Autonomous Region, 
the concession for maintenance of the Dushanbe–Khujand Highway, and two performance-based contracts for 
highway maintenance supported by ADB. These schemes were introduced under the previous concession law and 
other existing laws. 
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European Bank for Reconstruction and Development, the International Monetary Fund, and the 
World Bank are supporting financial sector development. 
 
13. Private sector development will remain an operational priority for ADB. Under the 
Country Partnership Strategy, 2010–2014 ADB engagement in the sector included technical 
assistance for the Implementation Support for Private Sector Development Strategy in 
Tajikistan, which revealed (i) the need to ensure knowledge is shared so it can be utilized by 
organizations with high staff turnover; and (ii) the importance of addressing weaknesses in the 
regulatory framework, particularly in the inconsistent application of rules.13 
 
14. ADB will continue to support policy reforms that can improve the competitiveness of 
Tajikistan’s products, thus promoting economic diversification and strengthening growth 
prospects. ADB will provide assistance to reduce the costs of doing business, including 
financing the implementation of streamlined processes and requirements for foreign trade 
transactions, strengthened protection for investors, and increased innovation and knowledge of 
external markets. It will support improvements in the policy, legal, regulatory, and institutional 
environment for PPPs. ADB will continue supporting the development of energy and transport 
infrastructure to address infrastructure bottlenecks. It will support workers’ skills development in 
line with private sector needs. ADB interventions will also promote a level playing field between 
male and female entrepreneurs. 
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