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PREFACE
This report was prepared within the framework of the ongoing ITC/SECO Trade Cooperation Project,
“Tajikistan: Strengthening export competitiveness of SMEs in the textile and clothing sector and enhancing
trade support institutional capacities.” Its purpose is to analyze the finance-related constraints currently facing
SMEs in the T&C sector and to propose solutions that could be implemented through technical assistance
projects. This report and its findings are based largely upon the results of interviews with key stakeholders in
Tajikistan (see annex).
SECO and ITC Trade Cooperation Programme in the Republic of Tajikistan:
Components One and Two: The programme’s main objective is to help Tajikistan bring its trade regime into
conformity with WTO rules, strengthen the public and private sectors’ knowledge of the opportunities and
threats of WTO accession, and improve SQAM, SPS and TBT capacities.
Component Four: Under this component, the programme seeks to increase the export competitiveness of the
textile and clothing sector by providing sector specific support to SMEs and relevant trade support institutions
(TSIs), as well as supporting stakeholders in taking a strategic approach to the sector’s development. It will also
explore the challenges and development potential of the tourism and handicraft sectors in Tajikistan, outlining
relevant trade related technical assistance priorities.
International Trade Centre
ITC is the joint cooperation agency of UNCTAD and WTO for business aspects of trade development. Originally
created by the General Agreement on Tariffs and Trade (GATT) in 1964, ITC has operated since 1968 under the
joint aegis of GATT/WTO and the UN, the latter acting through the United Nations Conference on Trade and
Development (UNCTAD). It is the focal point in the UN system for technical cooperation with developing
countries and economies in transition in trade promotion and export development.
Swiss support
Within its Cooperation Strategy Central Asia 2012-2015, Switzerland focuses on four priorities in Tajikistan;
Health, Rule of Law, Drinking Water Supply and Sanitation, and Private Sector Development. The overall goal of
Swiss Cooperation in Tajikistan is to support the transition process in the country by contributing to economic
development and by helping build institutions and systems which are responsive to the population’s needs.
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EXECUTIVE SUMMARY
Tajikistan has experienced strong economic growth in recent years, including a 7.4% expansion of GDP in 2013.
Indeed, while its GDP is one of the lowest among countries of the Former Soviet Union, its rate of economic
growth has been among the highest. Nevertheless, the economy continues to be plagued by a lack of
employment opportunities. A 36% unemployment rate has spurred significant amounts of labor migration,
mainly to Russia. This has, in turn, resulted in an economy that is highly dependent upon remittance inflows.
It is in this context that the textile and clothing (T&C) sector has been identified by the Government as a
priority sector for development; given its labor intensity, the sector’s expansion could have a significant impact
on employment and income generation. The sector is currently comprised of roughly 20 textile companies and
30 garment enterprises.
While the T&C industry has certainly made strides in recent years, limited access to finance is currently
blocking it from reaching its full potential; many enterprises are unable to access finance at all, and others can
only do so on very unfavorable terms. Better credit is required in order to finance working capital and invest in
capital upgrades and long-term restructuring, all of which are prerequisites for improvements in productivity,
quality, and value addition.
Financing needs
Tajikistan’s T&C enterprises can be classified into four categories: medium to large vertically-integrated
companies; middle-sized manufacturing factories, usually built during the Soviet period; niche SMEs; and
workshops. Companies within these categories vary according to their level of technological sophistication,
business models, product groups, and target markets. The financing needs according to each type of company
are detailed below:
Medium to large vertically-integrated companies
(a) Rescheduled loans: access to finance for the large spinning companies will be difficult until they restructure
and reschedule their existing loans.
(b) New investment loans: Spinning companies will need new long-term investment loans to buy technology
and equipment for the further stages of the value chain (fabrics, garments, clothing). These are the parts of the
value chain where value-added is concentrated. While it may be difficult to secure new loans from banks until
the existing ones are restructured, companies could leverage other instruments such as leasing or export
financing.
(c) Equity financing: large spinning companies have modern outlets with real potential for global markets.
While the potential to attract domestic investors is unlikely, the sector could be of interest to large
international players. Securing such interest however will require efforts to promote FDI.
(d) Working capital instruments: spinning companies have trouble finding the cash to purchase cotton fiber,
due in part to the inability to secure financing from banks as a result of poor credit history. As such, short-term
credit from banks is currently not a viable solution. The best way to bypass the problem would be through
warehouse financing in which cotton is sent to the factories once they have repaid interest on their loans.
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(e) Export finance. Once spinning companies have solved their current liquidity and solvency problems, they
will have to export their production. The lack of experience of Tajik companies on international markets is
obvious. Financial instruments such as factoring and supply chain finance would therefore be very useful tools.
Middle-sized manufacturing factories, usually built during the Soviet period
(a) Investment loans. The remaining Soviet-style factories are in need of serious technological upgrades that
require long-term financing. It seems that the first step is to create links between these companies and banks
by improving financial literacy on both sides and helping them to prepare appropriate financing schemes.
(b) Equity financing. As with spinning companies, these clothing companies could become potential targets for
large foreign direct investors provided that information is well disseminated and opportunities are promoted.
(c) Working capital.
(e) Export finance. Lack of finance is a key constraint that inhibits the ability of these companies to export
larger orders. Tools such as factoring and reverse factoring could help these enterprises more effectively
finance export market penetration.
Niche SMEs
(a) Investment loans. Niche SMEs have managed to increase sales and profitability thanks to a sound export
policy. They are already in a position to significantly increase production, both for kimonos and menswear.
Even so, they need to invest in modern equipment and technology in order to increase productivity and
upgrade quality control, which is a key element for export-oriented SMEs. Some of the companies are ready to
leverage bank loans, but they are reluctant to do so due to the level of interest rates. This is further
complicated by their lack of financial literacy, which inhibits their ability to structure appropriate financing
strategies and schemes. These companies would benefit most from capacity building and training to improve
their access to finance.
(b) Export finance. Financial instruments like factoring or supply chain finance would help these companies
secure their revenue, which is a persistent problem. Tajik SMEs usually secure payments through informal
networks (personal relations between shareholders and buyers like the Judo Federation in Russia), but they
have the potential to become suppliers of large retail networks (Sportmaster in Russia, or Decathlon globally) if
they had better knowledge of possible payment schemes.
Workshops
(a) Small investment loans. Almost all workers from workshops could significantly increase their production, i.e.
their revenue, if they had new, modern sewing machines, which cost approximately USD 1,500. A quite simple
scheme of direct credit or leasing to these workers, using the equipment as collateral, would have a strong
effect if combined with reasonable interest rates.
(b) Collateral trust funds. A key problem is the difficulties faced by tailors and dressmakers to offer any
collateral on their loans. This could be solved by the establishment of collateral trust funds.
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Constraints
Access to finance in the T&C sector is limited by a variety of enterprise-level, supply side, and business
environment constraints. These constraints result in scarce credit, high interest rates, short term maturities
that are misaligned with the sector’s needs, a limited breadth of financial tools/services, and stringent
collateral requirements.
Enterprise-level constraints
 Weak governance
 Limited financial literacy
 Low transparency
 Insufficient collateral
 Competition with the import/trading sector
(adverse credit selection)

Supply-side and business environment constraints
 Information asymmetries
 Inadequate banking supervision
 Lack of corporate and investment banking knowhow
 Lack of stable resources
 Underdeveloped credit guarantee system
 Challenges related to collateral
 Weak risk management know-how
 Scarcity of risk management instruments
 Lack of a market for development banks and large
international banks
 Dutch disease linked to remittances
 Bad debt restricts ability of banks to expand credit
 Recurrent practice of directed lending

Project ideas
While some of these challenges can only be addressed through high-level political and macroeconomic reform,
access to credit for T&C enterprises could be eased with the help of well-targeted, technical assistance
projects. The following ideas represent project suggestions that would address various aspects of the sector’s
constraints to access to finance. These projects could be combined and/or subdivided depending upon donor
mandate and resources.
Project 1: Training in financial literacy
This project would help T&C managers learn how to define their precise financing needs, develop a
financing strategy, and evaluate potential courses of action. As such, it would help them to understand
basic financial modeling and analysis techniques that will allow them to make informed decisions.
Similarly, bank staff would receive training in modern techniques for risk and financial analysis.
Together, this should result in credit that is provided based on a sound understanding of financing
needs and risks, thereby reducing perceived risk and facilitating more favorable terms of credit. Lastly,
T&C SMEs would be assisted in preparing bankable loan applications.
Project 2: Connecting SMEs to appropriate financial services
There are a number of existing financing schemes from which T&C SMES could potentially benefit. In
some cases, the only roadblock is limited awareness of opportunities and difficulty in meeting lender
requirements with regards to documentation and transparency. The project would help SMEs identify
vii

appropriate lenders, understand the requirements, and prepare and submit adequate applications.
Schemes to be targeted include export insurance, factoring / reverse factoring, credit guarantee
schemes, microcredit loans, leasing, and traditional loans. In addition, the project would help T&C
SMEs restructure private loans into more stable bank loans.
Project 3: Promoting FDI in the T&C sector
The project would promote FDI in the T&C sector by raising awareness among potential investors of
Tajikistan as a destination for investment. While the regulatory and competitive landscape in the
country may be relatively attractive, most potential partners are generally unaware of what Tajikistan
has to offer. FDI will be promoted by hosting conferences with potential investors, organizing
roadshows abroad, helping foreign representatives to promote the sector, and facilitating direct
interactions between select SMEs and targeted investors. A potential variation to this project could be
the development and implementation of a fully fledged Investment Promotion Strategy for the sector.
Project 4: Assess the Feasibility of Establishing a T&C Credit Union / Specialized Lender
A credit union would be owned by members (T&C enterprises) and be mandated to provide them with
financial services. As such, it would not be in the position to provide credit to the more profitable
borrowers outside of the sector, thereby reducing adverse credit selection pressures. Staff would also
have detailed knowledge and understanding of the sector’s characteristics and needs. Moreover, T&C
management would be well-known to bank staff. This would allow the entity to make intelligent credit
decisions based on deep knowledge of the sector and its management. The reduction in information
asymmetry would result in more accurate risk assessment and more favorable lending conditions. The
entity would also be able to provide the sector with financial services and tools that are specifically
geared to their needs. While traditional lenders might forgo such provisions due to limited knowledge
about the sector or perceived lack of profitability, the union would face neither of these constraints.
This project would assess the feasibility of establishing such a lender for the T&C sector. Its feasibility
will to a large extent depend upon stakeholder buy-in, asset base and financing demand, and the legal
framework. Should it be deemed feasible, the project could continue with the creation of the lender.
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1. CURRENT CONTEXT
1.1 MACROECONOMIC CONSIDERATIONS
1.1.1

Overview

Classified by the World Bank as a low-income country, Tajikistan’s GDP (PPP) in 2013 was estimated to be USD
19 billion (world rank of 137) [The World Factbook, 2015]. Its per capita GDP (PPP) is USD 2,300 (world rank of
189), and with a score of 0.607, it ranks 133 out of 187 countries in the UNDP Human Development Index [The
World Factbook, 2015; UNDP, 2014].
While the poverty rate was 81% in 1999 (as measured by the local poverty line), following years of civil war, it
fell to 47% in 2009 [World Bank, 2014b]. Extreme poverty meanwhile fell from 73% to 14% during the same
time frame [World Bank, 2014b]. The drop in poverty can be attributed in part to Tajikistan’s strong GDP
growth, which has expanded at the highest rate among non-oil and gas exporting countries of the Former
Soviet Union (FSU). Even during the peak of the global financial crisis, the country managed to post positive
gains. In 2012 and 2013, growth reached 7.5%, a much stronger performance than that which was anticipated
[World Development Indicators, The World Bank].
This growth was underpinned by relatively sound macroeconomic equilibriums. After taking into account nontax revenues and grants, public finances have been in surplus in most recent years. As Tajikistan has avoided
the large current account deficits that have plagued other countries in the region, its external debt, which was
obtained largely under preferential terms from IFIs, is sustainable. It should be noted that much of the debt
that has been accumulated was done so in order to fund large Public Investment Projects (PIP), such as the
building of new roads and tunnels that have dramatically transformed the conditions of road transportation
within the country.
Tajik GDP growth is strongly linked to remittances sent by Tajik workers in Russia (nearly exclusively male).
According to the World Bank, Tajikistan has the highest remittances/GDP ratio in the World (roughly 48% in
2012), surpassing the second the place country (Kyrgyzstan, 30.75%) by a sizable margin [World Development
Indicators, The World Bank].
Figure 1: Transfers as a percentage of GDP
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Remittances have played an essential role in the growth of household income, which has expanded by a
multiple of 4 in the past 7 years (USD equivalent). Household expenses meanwhile continue to be comprised
largely of food (58% in 2012, as opposed to 13% in France), despite having decreased from 88% in 1999. Nonfood goods (29%) and services (13%) account for a small portion of expenditure.
Figure 2: Transfers and household income (USD thousands)
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Despite internal market conditions that are often favorable (high prices for imported products with regards to
domestically manufactured goods), there have until now been few signs of a virtuous circle in which higher
remittances lead to higher domestic income, thereby resulting in increased private investment. This is partly a
reflection of the macroeconomic distortions generated by remittance inflows. Such distortions, which are wellanalyzed in international economic literature, are to a certain extent similar to the Dutch disease effect linked
to natural resource rent. Strong growth in monetary aggregates fuelled by inflows of remittances (combined
with stable parity of the currency) has a differential inflationary impact: producers of internationally tradable
goods (manufactured, agricultural) cannot increase their prices above international price levels without losing
market share in favor of importers, while producers of non-tradable good (most services, real estate) who are
not subject to such competition can increase their prices to cope with additional demand. Faced with a
degradation of their internal terms of trade, producers of tradable goods often find it difficult to survive.
Box 1: Impact of remittances on T&C competitiveness

The T&C industry is directly harmed by these dynamics, as local producers must compete with massive imports
of cheap goods. The only category of T&C SMEs that remain relatively unaffected are small workshops, as they
often work more as service providers as opposed to manufacturers of tradable goods: workers process fabrics
provided by clients who do not have easy access to external competitors. They can therefore maintain margins
without risking decreased competitiveness with respect to cheaper imports. Nevertheless, all clothing
enterprises, and to a lesser extent spinning companies, must keep their prices in line with imported products,
and they have little room to maneuver if they want to remain competitive.
It should also be noted that remittances to Tajikistan are used largely for consumption, and they do not find
their way into the formal economy to be used for industrial investment. Indeed, Tajikistan is a prime example
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of distortions linked to remittances: while investments in industry and agriculture are still extremely low, there
has been a boom in construction for real estate and in the consumption of consumer durables such as cars.
Box 2: An open economy

Despite being a landlocked country, Tajikistan is a very open economy. As it lacks natural and energy resources,
Tajikistan depends upon imports to meet many of its basic needs. In addition, only 7% of its land is arable. As
such, it must import a substantial portion of its food [Walter 2010]. This, together with a low level of
industrialization, illustrated by the weakness of processing industries, results in large-scale imports of
consumer goods and equipment. As a result, its trade balance accounts for 120% of GDP, a high number by
world standards.
Openness is also characterized by a very liberal trade regime. Tajikistan has been a member of the WTO since
2013, and it is one of the friendliest countries in terms of duties and taxes for importers. In the budget tables
published by the Ministry of Finance, customs duties accounted for only 1% of GDP in 2012, while imports
amounted to 49.9% of GDP [IMF 2012]. This means that effective custom payments were only 2% of the value
of goods.
1.1.2

Business Climate

The business climate is another factor that hinders the expansion of private investment in the real sector of
Tajikistan’s economy. The following indicators provide an overview of Tajikistan’s business environment:







1.1.3

World Bank Doing Business Report: Tajikistan ranked 166 in 2015. While practices such as corruption
play a role, the most acute problems are with paying taxes, accessing credit, trading across borders,
and obtaining electricity; categories for which Tajikistan ranks among the lowest countries. These
factors, together with Tajikistan’s landlocked nature and small size, have hindered the attraction of
both foreign and local investment [World Bank, 2014];
Tajikistan ranked 91 in The Global Competitiveness Index (GCI) for 2014-2015 [World Economic Forum,
2014];
Tajikistan ranked 152 out of 174 countries in the Transparency International Corruption Perception
Index, slightly higher than Turkmenistan and Uzbekistan but lower than the Kyrgyz Republic and
Kazakhstan [Transparency International, 2014];
Tajikistan remains relatively unknown to large international investors. Its limited market size, high
barriers to trade, landlocked nature, and perceived instability (some of which is due to the vicinity of
Afghanistan) are not sufficiently counterbalanced by a friendly business climate.
Tax Considerations

Though intricately linked to the business environment, the tax system deserves separate consideration.
A key feature of the current fiscal regime is the presence of internal tax distortions. While there are some tax
exemptions for vertically integrated groups, medium size businesses are at a disadvantage vis-à-vis smaller
ones that are very mildly taxed (5% of their total income up to 500,000 TJS/year of turnover, which is roughly
USD 100,000). Indeed, medium sized companies view this as a major handicap, and it contributes to making
Tajikistan less attractive for foreign and domestic investors when compared to other countries in Central Asia.
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In addition, the simplified tax regime for smaller companies is less-than perfect: the 500,000 TJS per year limit
is far below the critical mass that would allow an SME to invest in new technologies and become competitive in
terms of quality and adaptability to consumer demand. Many entrepreneurs are reluctant to invest in new
production capacities that will improve competitiveness while at the same time making them subject to the
more unfavorable tax regime.
Entrepreneurs also take issue with the complexity of the tax system. A new Tax Code was adopted in 2013, and
it imposes 11 different taxes including a VAT (18%), a corporate tax (15%), a Social Fund contribution (25%),
and an income tax (13%). In addition, enterprises commonly cite arbitrary enforcement practices and general
unpredictability in the tax environment as persistent difficulties. Lack of transparency is particularly
detrimental to sectors with traditionally low margins, such as T&C.

1.2 THE TEXTILE AND CLOTHING SECTOR IN TAJIKISTAN
1.2.1

Sector Overview

The textile and clothing industry is quite diverse, with activities ranging from the production of raw materials
(i.e. natural as well as man-made fibers) to the manufacture of a wide variety of semi-finished and finished
products for the use of both private and corporate consumers.
In this paper, the T&C sector is meant to comprise the following activities:




The treatment of raw materials, i.e. the preparation or production of various textile fibers, and/or the
manufacture of yarns (e.g. through spinning) based on “natural” fibers (mainly cotton, but also wool,
silk, flax, jute, etc.) or “man-made’ fibers like cellulosic fibers (e.g. viscose), synthetic fibers (i.e. organic
fibers based on petrochemicals, such as polyester, nylon/polyamide, acrylic, polypropylene, etc), and
fibers from inorganic materials (e.g. glass, metal, carbon or ceramic);
The production of knitted and woven fabrics (i.e. knitting and weaving) including finishing activities –
aimed at giving fabrics the visual, physical and aesthetic properties which consumers demand – such as
bleaching, printing, dyeing, impregnating, coating, plasticizing, etc. and the transformation of those
fabrics into products such as garments, knitted or woven (the so-called ‘clothing’ industry), carpets and
other textile floor coverings, home textiles (such as bed linen, table linen, toilet linen, kitchen linen,
curtains, etc), technical, or ‘industrial’, textiles.

The Tajik T&C sector was relatively well-developed during Soviet times. Most of the sector’s traditional
segments, from spinning to knitwear and clothing, were present in the Tajik Socialist Soviet Republic,
illustrating the fact that Tajikistan had grown beyond serving as a mere source of raw materials for the rest of
the USSR. Indeed, the development of cotton monoculture during the Soviet Union went hand in hand with the
growth of a processing industry, and Tajikistan became a major supplier of textiles within the Union. It was also
accompanied by the development of other segments including silk and garment manufacturing.
Nonetheless, the disappearance of traditional links with former Soviet Republics, together with the predatory
effects of the Civil War, led to a fall in production and the dismantlement of many factories. As illustrated in
the figure below, much of the T&C sector progressively disappeared in the 1990s. This was especially true for
knitwear, silk fabric, rugs and carpets and shoes (though the latter is not properly part of the T&C sector). Raw
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cotton production also decreased significantly in the 1990s, but some improvement was registered following
the end of the Civil War. In 2012, raw cotton production accounted for roughly 50% of its 1991 level.
Figure 3: Production in volume of selected segments

Source: Tajstat

The production of cotton fabrics followed a similar path. After being decimated between 1990 and 1997,
volumes started to increase at the turn of the century. It was one of the few sectors registering capital
expenditures, attracting foreign direct investment, and modernizing production assets in the aftermath of the
Civil War. This resulted in steady growth during the 2000s. While production of cotton fabrics reached a peak in
2009, with 36.5 million square meters of output, volumes had yet to recover their historical high of 122 million
square meters (1990). Output began to decline again in 2010, falling to 19.7 million square meters in 2014. The
decline resulted largely from the dissolution of TajPolTex in 2011. A joint venture between Nassojii Dushanbe
and Polish investors, this enterprise was the main contributor to the increase in cotton fabric production from
2006 to 2010. Although production has declined, Nassojii Dushanbe continues to be the only significant source
of cotton fabric exports in Tajikistan.
Despite these difficulties, the sector does show potential for growth. The production of raw cotton has begun
to increase again, and it remains a key contributor to Tajikistan’s GDP. As such, access to sufficient raw
materials is all but guaranteed. Indeed, the natural cotton produced in Tajikistan is considered to be of very
high quality, significantly better than that produced in neighboring countries such as Kyrgyzstan and
Kazakhstan. In addition, it is available at relatively cheap prices due to Tajikistan’s low wages. Any T&C
enterprises would therefore reap significant competitive advantages if benefitting from Tajikistan’s mix of low
labor costs, readily available, cheap and high-quality raw material, relatively cheap electricity and access to a
vast export market.
In addition, the sector is not starting from scratch. The Soviet Republic of Tajikistan produced 150 million
meters of fabric per year in 30 different varieties. These fabrics, which were supplied to all other Soviet
Republics, were granted world quality awards. While the sector lacks management capacities and
understanding of market mechanisms, some industrial culture and sector-specific knowledge has remained.
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As a result of these factors, enterprises have begun to rebuild what was once a prominent part of Tajikistan’s
economic landscape. These companies now produce a wide range of goods, participate in international trade
fairs, and export textiles and apparel to select CIS and European markets. From cotton yarns, casual and
business wear, technical wear and accessories, the T&C sector has returned as an important source of income
and employment, with roughly 30 operational garment enterprises and 20 textile companies.
Box 3: Recent political support

Political support to the sector was formalized in the CFPP and the TLIDP1, and a 12 year tax exemption was
granted to companies that successfully transform local cotton and integrate vertically throughout the whole
value chain, from spinning to clothing. This has boosted investment in the sector, or at least in the spinning
portion of the value chain: in the last seven years, seven modern factories have been established to process
natural cotton into yarns.
These entities have been opened thanks mainly to the tax exemptions promised in the two State programs and
to credits granted by banks under strong pressure from the State. The overall investment is estimated to have
been between USD 60-80 million. As installed spinning capacity has grown to almost 30,000 tons, the State
policies can certainly be considered successful in their efforts to support capital expenditures in the spinning
sub-sector. In addition, all of these companies intend to develop the value chain by processing cotton yarn into
fabrics and clothing products.
The sector’s largest source of Foreign Direct Investment (FDI) provides evidence that vertical integration can
serve as a framework for a competitive T&C sector in Tajikistan. Established in 1992, Giavoni is a joint venture
majority owned by Carrera Group, one of the world’s leading producers of casual garments. Carrera sells its
garments throughout Europe, and Giavoni is the principal seat of its production. Employing roughly 3,000
people, Giavoni’s success is often credited to its vertical integration: it even cultivates a large part of the cotton
that is eventually processes into textiles and clothing. The company announced that this integration is what
allows it to produce jeans at a competitive cost of 3.5 USD per pair [Moraglio, 2014].

The T&C industry is one of the few sectors in the Tajik economy with the potential to create jobs, especially for
women. As such, it should serve as a natural target for both the Government and donors in their efforts to
promote sustainable economic development. Such support is currently being provided through:


The Cotton Fiber Processing Program (2007 - 2015), The Light Industry Development Program (2006 2015), and a trade-related technical assistance project, “Tajikistan: Strengthening export
competitiveness of SMEs in the textile and clothing sector and enhancing trade support institutional
capacities,” funded by SECO and implemented by ITC.

In addition, IFIs including the EBRD, World Bank, IFC and ADB confirmed during interviews their willingness to
increase financing to the sector. While such support remains largely theoretical, as there are no ambitious

1

The Cotton Fiber Processing Program (2007 - 2015) seeks to increase the production and complete processing of cotton fiber within
Tajikistan with the goal of providing input sources for light industry. The Light Industry Development Program (2006 - 2015) seeks to increase
the processing of raw materials and boost export capacity for light industry, especially for clothing and textiles by improving regulatory
conditions, developing effective legislation, developing human resources, attracting foreign investment, modernizing production, spurring
new enterprises and researching methods for innovative production. [ITC, 2010]

6

programs for T&C currently in the pipeline, there is a growing acknowledgement that it is a strategic sector
deserving of attention.
1.2.2

Typology of Companies

Overall, T&C companies can be classified into four categories:
1.2.2.1 Medium to large vertically-integrated companies
Following the CFPP and TLIDP, a handful of private entrepreneurs have started to invest in the cotton
processing industries with the intention of developing the entire value chain in the medium term. These
include 7 modern spinning factories with strong export potential and modern equipment:








Spitamen Textiles (Sughd Region): founded in 2009, (Tajik investor);
Nekoo Khujand (Sughd Region): founded in 2009, (Tajik/Iran investors);
Olim Textile (Sughd Region): founded in 2010, (Tajik investor);
Khima (Khatlon): founded in 2009, (Tajik investor);
Resandai Khatlon (Khatlon Region): founded in 2006, (Tajik investor);
Sarband: (Tajik investor);
Fayzi Istiklol (Hissor district): founded in 2011, (Tajik/Italian investors).

Together, these enterprises employ over 1,000 people and have a capacity of more than 26,000 tons per year.
They are all privately owned, and despite some presence of foreign shareholders, there are no spinning
companies that are 100% foreign-owned. All of these companies were incorporated from the late 2000s to the
early 2010s. They have purchased modern technological equipment imported from Western Europe, Central
Europe, and Asia. The equipment suppliers (particularly the Italian ones) often provide the buyers with
technical assistance and offtake contracts for the sale of their yarn.
As these are new companies with limited corporate backgrounds, it is difficult to perform a proper audit or
estimate their level of functioning. They do not produce financial reports according to international accounting
standards, and they have no audited financial reports or corporate governance reports. As such, one must rely
upon the production estimates of staff, the accuracy of which may be questionable.
Nevertheless, these companies are generally considered to be the backbone of the T&C sector in Tajikistan. If
they reach their full production capacity and start to develop other parts of the value chain, their turnovers will
surpass USD 10 million per year. Almost all of their production is currently exported, and market demand is all
but guaranteed for current production levels.
These companies already leverage cheap materials, local demand, and an inexpensive labor force to compete
in global markets, but continued expansion will depend upon the application of strict market and business
practices. In order for them to grow in profitability, they will require the introduction of modern accountability,
transparency, corporate governance, and management techniques.
1.2.2.2 Middle-sized manufacturing factories, usually built during the Soviet period
A handful of former Soviet factories are still operating, but their production is unstable and does not
correspond to international standards. These companies utilize old equipment and produce goods of lower
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quality. They find it difficult to compete, both abroad, as well as domestically, struggling to find a place among
the cheap imports from countries such as China. The main companies belonging to this category are the
following:




Nafisa (Dushanbe): established in 1958 and privatized in 1997, 100% privately-owned; produces socks
and tights for children.
Dilorom (Dushanbe): established in 1976 and privatized in 1999, 100% privately-owned; produces
embroidery products, Pamiri socks, blankets, mattresses, traditional dresses, and uniforms;
Textile City (Khujand): established in 1933, 100% privately-owned; engaged in spinning, weaving,
dyeing, sewing, and knitwear.

Despite being large, vertically-integrated companies, these enterprises use only a small portion of their
installed capacity. Much of their machinery is rudimentary and outdated; indeed, at one company, the most
recent machinery was purchased 30 years ago. Goods are not produced according to international standards,
and competition in the foreign markets (including the Russian market) will be difficult without significant
technological upgrades. These firms often rely on orders of low quality items for large contractors such as the
army, hospitals, construction companies, etc. Production at some of these companies has fallen due to a lack of
investment, management, and marketing capacities, together with heightened competition in traditional
markets.
1.2.2.3 Recently incorporated SMES with a strong niche specialization
Some Tajik entrepreneurs have found successful product-specific niches in the T&C sector. The most successful
niche is the production of kimonos for martial arts. Another interesting niche, although to a lesser extent, is the
production of jeans and a few items of men’s sportswear. The main companies belonging to this category are
the following:




Firuz;
Lider;
Ortex.

Kimonos and jeans are the only two items of clothing for which Tajikistan enjoys an international reputation.
Indeed, while Russia’s martial arts specialists and suppliers are all familiar with Tajik producers, the quality of
Tajik jeans is recognized by clothing retailers and manufacturers throughout Russia and the CIS.
In Khujand, five to six companies are known for their kimono production. The largest one is Firuz, which has
built its success on a contract with the Russian Judo Federation, which has given it the status of official
supplier. Firuz’s main shareholder is a former sportsman and the president of Tajikistan’s Judo Federation. The
success of this SME is largely built upon its founder’s personal network.
Other companies include Lider, which is the only kimono producer with a dyeing capacity. It should be noted
that all of these companies are part of larger business groups (Firuz is in the construction, construction
materials, tourism, and transport businesses; Lider is in the retail business, etc.). Their T&C activity is not
considered to be their main source of revenue, but they all believe that it has strong potential.
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Contrary to the Soviet-style factories struggling with old equipment and a lack of financing, these niche SMEs
have some access to stable financial resources, whether from their own businesses or from the groups that
they are affiliated with. They also benefit from solid entrepreneurial skills. They are in need of new equipment
to increase production and gain access to both export markets (kimonos and to some extent jeans) and the
local one (menswear).
1.2.2.4 Workshops
All of Tajikistan’s large cities contain a significant number of workshops or “ateliers”.
The general business model of these workshops is to offer a working place for tailors who buy or rent their own
sewing machine, pay a patent, and fulfill orders from private clients. Fabric is usually provided by the client.
Some workshops have their own designer and propose ready-made clothes. In this case, fabrics are usually
imported, either from neighboring Kyrgyzstan and Uzbekistan (traditional clothing) or from China. Overall, a
large percentage of workers in Tajikistan’s T&C sector are women employed in workshops.
Monthly revenue is estimated to be between USD 150 and USD 300 per person for tailors working at
sufficiently visible workshops located in the city centre (both for Dushanbe and Khujand). This is higher than
the average salary in Tajikistan.
Individual dressmakers have few problems finding demand, and the competition between them is not fierce.
No truly modern technology (Japanese or Western European sewing machines) have been observed, and they
work with old Soviet machines or newer Chinese ones. The workers believe that they could increase production
by 50% to 100% if they could upgrade their equipment, which would allow them to increase quality and offer
greater diversity. They benefit from simplified taxation (i.e. they only pay a patent) and they do not need much
working capital, as raw material is almost always provided by clients. They only have to pay rent for their
working place and buy sewing machines.
1.2.3

Trade

Tajikistan’s T&C imports were valued at USD 784 million in 2013, having grown by roughly 100% since 2007,
and accounting for 19% of total imports. Over half of these imports were comprised of articles of apparel and
accessories. This is indicative of the substantial growth in domestic demand for clothing products; a demand
that could represent a prime market opportunity for Tajikistan’s clothing companies if they learn to compete
with imports.
Another interesting product category is that of home textiles; a segment in which Tajikistan’s enterprises have
been minimally active. Tajikistan’s imports of these goods increased significantly over the last decade, reaching
114 million USD in 2013. These numbers imply that Tajik companies have been unable to meet the growing
internal demand for such products. The majority of these goods are imported from China, and they represent
another potential market for Tajik enterprises.
Table 1: Tajikistan's T&C imports (USD thousands)
IMPORTS
Total Imports

Imported
value in
2001
322,208

Imported
value in
2007
2,054,618
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Imported
value in
2013
4,094,761

Share of
total
(2001)
100%

Share of
total
(2007)
100%

Share of
total
(2013)
100%

Cotton yarn
Cotton fabrics
Articles of apparel, accessories, not knit or crochet
Articles of apparel, accessories, knit or crochet
Wool, animal hair, horsehair yarn and fabric thereof
Carpets and other textile floor coverings
Knitted or crocheted fabric
Other made textile articles, sets, worn clothing etc
Manmade staple fibres
Manmade filaments
Silk
Special woven or tufted fabric, lace, tapestry etc
Wadding, felt, nonwovens, yarns, twine, cordage, etc
Vegetable textile fibres nes, paper yarn, woven fabric
Impregnated, coated or laminated textile fabric
TOTAL T&C IMPORTS

4
458
1,991
3,306
50
3,593
114
3,510
283
1,006
0
527
277
21
139
15,279

222
585
32,131
80,735
92
29,919
2,731
8,476
7,740
10,895
5
1,980
460
107
859
176,937

17,100
1,272
115,124
360,825
240
42,865
14,303
114,054
30,269
35,081
0
11,816
5,640
354
35,521
784,464

0%
0%
1%
1%
0%
1%
0%
1%
0%
0%
0%
0%
0%
0%
0%
5%

0%
0%
2%
4%
0%
1%
0%
0%
0%
1%
0%
0%
0%
0%
0%
9%

0%
0%
3%
9%
0%
1%
0%
3%
1%
1%
0%
0%
0%
0%
1%
19%

Source: ITC Trademap

The following figure illustrates the dramatic jump in T&C imports that occurred in 2008, driven mainly by
increased purchases of apparel and home textiles.
Figure 4: Tajikistan's T&C imports (USD thousands, 2001 - 2013)
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Source: ITC Trademap

Tajikistan exported 39 million USD of T&C goods in 2013, accounting for 5% of total exports. While this
represents a slight decline from 2001, the evolution of exports has been quite positive for most segments apart
from cotton fabrics, whose sales have fallen markedly over the last decade. Indeed, exports of cotton yarn and
apparel have increased by 75% and 175% respectively since 2001.
Table 2: Tajikistan's T&C exports (USD thousands)
EXPORTS
Total Exports
Cotton yarn
Cotton fabrics
Articles of apparel, accessories, not knit or crochet

Exported
value in
2001
352,234
8,198
23,008
6,592

Exported
value in
2007
1,094,470
8,762
10,214
16,110
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Exported
value in
2013
806,949
14,408
3,559
18,590

Share of
total
(2001)
100%
2%
7%
2%

Share of
total
(2007)
100%
1%
1%
1%

Share of
total
(2013)
100%
2%
0%
2%

Articles of apparel, accessories, knit or crochet
Wool, animal hair, horsehair yarn and fabric thereof
Carpets and other textile floor coverings
Knitted or crocheted fabric
Other made textile articles, sets, worn clothing etc
Manmade staple fibres
Manmade filaments
Silk
Special woven or tufted fabric, lace, tapestry etc
Wadding, felt, nonwovens, yarns, twine, cordage, etc
Vegetable textile fibres nes, paper yarn, woven fabric
Impregnated, coated or laminated textile fabric
TOTAL T&C EXPORTS

429
129
417
34
331
38
563
1,312
114
100
414
8
41,687

208
293
76
322
126
106
443
1,435
28
29
0
106
38,258

720
492
409
401
208
153
152
104
4
3
0
0
39,203

0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
12%

0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
3%

0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
5%

Source: ITC Trademap

As evidenced in the following graph, T&C exports as a percentage of total exports have been increasing steadily
since 2010, despite a decline in absolute terms from 2011 to 2013. This is an indication that T&C exports have
fallen, at least in part, as a result of weak global demand that has impacted all of Tajikistan’s export sectors. In
fact, the T&C sector seems to have been more resilient than other portions of the economy, as it was able to
maintain a relatively higher portion of foreign market share when compared to other export sectors. While
Tajikistan’s total exports fell by -33% from 2011 – 2013, those of the T&C sector fell by only half of that amont.

USD (thousands)

Figure 5: Tajikistan's T&C exports (USD thousands, 2001 - 2013)
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2. ACCESS TO FINANCE IN TAJIKISTAN
2.1 INTRODUCTION
Limited access to finance was cited as the most pressing obstacle within the business environment in the World
Bank’s enterprise survey of Tajikistan: 22.6% of surveyed firms cited it as a major constraint. Only 14.6% of
firms have a bank loan or line of credit, despite over 56% of them requiring such credit. Meanwhile only 75.6%
of firms have an account at a bank, compared with over 88% in the EECA region [Enterprise Surveys
(http://www.enterprisesurveys.org), The World Bank, 2013]. As evidenced in the table below, the level of
intermediation in Tajikistan is weak across most categories when compared to both the EECA region and the
world.
Table 3: Results of the World Bank's enterprise survey (access to finance in Tajikistan)
Tajikistan

Eastern Europe
& Central Asia

All
Countries

Percent of firms with a checking or savings account

75.6

88.3

88.1

Percent of firms with a bank loan/line of credit

14.6

36.5

35.3

Proportion of loans requiring collateral (%)

91.8

82.8

77.4

Value of collateral needed for a loan (% of the loan amount)

164.8

205.6

193.9

Percent of firms not needing a loan

56.1

51.2

44.3

Indicator

Percent of firms whose recent loan application was rejected

7.6

8.6

11.6

Percent of firms using banks to finance investments

13.2

24.2

25.4

Proportion of investments financed internally (%)

73.9

73

71.7

Proportion of investments financed by banks (%)

5.1

13.7

14.9

Proportion of investments financed by supplier credit (%)

1.8

3.8

4.5

Proportion of investments financed by equity or stock sales (%)

14.2

6

4.5

Percent of firms using banks to finance working capital

19.2

31.1

30.9

Proportion of working capital financed by banks (%)

8.1

11.9

12.3

5

8.6

10.4

22.6

17.1

28.6

Proportion of working capital financed by supplier credit (%)
Percent of firms identifying access to finance as a major constraint

Source: Enterprise Surveys (http://www.enterprisesurveys.org), The World Bank. 2013.

Access to finance for SMEs is hampered first and foremost by deficiencies in the business environment, a lack
of competition from foreign lenders, and structural problems within credit institutions. These issues materialize
in high rates, a low level of intermediation, and a general incapacity to provide a range of adequate financial
services. Loans are not only too expensive for SMEs, but their short maturities are mal-adapted to the needs of
borrowers.
While international comparison shows that Tajikistan has one of the least developed financial systems in the
world, it has already undergone a necessary process of regulatory reform and privatization. Nevertheless,
stakeholders must adhere to the following key points in order to provide a solid baseline from which the
financial system can thrive:


Benchmarks designed by the IMF and the World Bank must be respected by financial authorities;
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Directed lending practices need to cease;
Supervisory authorities must enhance enforcement;
A solution must be found to restructure bad loans.
Box 4: Directed lending

The dissemination of “soft loans” has been injurious to Tajikistan’s financial sector over the last two decades. In
recent years, this practice has been used to support investment in new spinning factories. As such, banks were
not incentivized to improve their credit analysis capacities and employ good management and governance
techniques.
IFIs are concerned by this problem, and they have indicated that the eradication of government intervention in
banks’ credit policy is a key condition to the implementation of TA projects. The EBRD for example, does not
work with most commercial banks due to this issue, instead relying upon two or three select partner
institutions.
In order to effectively eradicate the practice of directed lending and combat its accompanying distortions,
stakeholders must be convinced of the following:




Government: the implementation of projects will be contingent upon the absence of state pressures;
Banks: banks must provide sufficient guarantees of independence in order to benefit from TA;
Companies: they must understand that they will benefit from TA projects only if they work with
financial institutions not engaged in directed lending.

Concretely, it means that only two or three banks are able to benefit from direct support from development
partners currently and that large spinning companies must be audited in detail if they are to become eligible
under such conditions. Any projects must proceed with caution, as the political situation does not give
sufficient guarantees that there will be no State interference in the functioning of the financial and industrial
sectors.

2.2 FINANCIAL SYSTEM
The following basic features of traditional financial systems are not present in the Tajik economy:








No stock market;
No corporate bonds market;
No secondary State Bonds market;
No State Development Bank;
No cooperative financial institutions;
No credit unions;
No specialized financial institution for the financing of SMEs.

According to the National Bank of Tajikistan (NBT), at the end of the 1st quarter of 2014, Tajikistan’s financial
system was made of 137 credit institutions, including:
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17 commercial banks with 332 branches;
1 non-bank credit organization;
38 microcredit deposit organizations;
42 microcredit organizations;
39 microcredit funds.

Overall, commercial banks gather more than 80% of domestic financial assets. Other financial agents such as
insurance companies, pension funds, investment banks, securities and stock exchange markets are either small
or virtually non-existent.
At the end of the 1st quarter of 2014, total banking assets were valued at TJS 14,192 million (USD 2,955
million), up 12.2% compared to the end of 2013 (11.5% in USD). The credit portfolio amounted to TJS 7,397
million (USD 1,540 million), up 7.2% compared to the end of 2013 (6.6% in USD). Total deposits were TJS 5,671
million (USD 1,181 million), having increased by 2.7%. Despite these statistical increases, global indicators
remain weak: total assets correspond to only 29% of GDP, and total credit is worth 15% of GDP.
The ratio of deposits to GDP is just 14%, well below the levels seen throughout the world (in Kazakhstan, for
example, the deposit/GDP ratio is 43% [OECD, 2015]).In addition, the maturity of deposits is short, diminishing
the ability of banks to offer longer-term credit: 83% of deposits are sight deposits and only 2.5% have a
maturity that is greater than 1 year [OECD, 2015].
Figure 6: Deposits by maturity
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Source: OECD. 2015. Private sector development policy handbook: Enhancing access to finance for SME development in Tajikistan.
January, 2015. Pg 23.

Recent years have witnessed a deterioration of loan portfolios, as illustrated by the following NBT statistics.
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Figure 7: Asset quality of Tajik Banks, 2004 - 2014

Source: NBT

Indeed, Tajikistan did not escape the world financial turmoil, especially due to its close linkages with the
Russian economy; Tajik enterprises were faced with lower remittances and a drying up of credit lines from
Russian banks. After a slight improvement from 2009 to 2011, assets quality started to deteriorate again in
2012. At the end of the 1st quarter of 2014, the share of nonperforming loans in the total credit portfolio
reached its historical, post-war peak of 25%.
While banks still appear well-capitalized, a degradation of capital adequacy ratios has been observed over the
past ten years.
Figure 8: Capitalization of the Tajik banking sector, 2004 - 2014

Source: NBT

Another notable feature of Tajikistan’s financial landscape is the high interest rate spread, or gap between
deposit and lending rates. Far from diminishing, the average spread between deposits and credit in domestic
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currency has increased since 2012, from 4.9% to 11.1%. The spread for deposits and loans in foreign currency
meanwhile has declined slightly (from 11.3% to 10.3%).
Figure 9: Interest rate spread, 2009 – 2014

Source: NBT

The impact of such an environment is notable; it fosters adverse selection in favor or risky, short-term projects
with high returns at the expense of longer-term investment loans for more sustainable businesses.
Interest rates are quite high, and loans in local currency with maturities beyond 1 year surpass 28%.
Figure 10: Interest on loans in TJS by maturity, 2009 - 2014

Source: NBT

Loans denominated in foreign currency are slightly more affordable, although they remain cost-prohibitive for
many potential borrowers.
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Figure 11: Interest on loans in FX by maturity, 2009 - 2014

Source: NBT

2.3 TYPOLOGY OF FINANCIAL INSTITUTIONS
The following types of lenders are present in Tajikistan.
Large Commercial Banks
These banks gather more than two thirds of Tajikistan’s banking assets and 90% of household deposits. They
are the only credit institutions offering “investment” loans, which in the case of Tajikistan means tenors of up
to 5 years and USD 5 million. This category of institution is comprised of the following entities:






Agroinvestbank;
Amonat Bank;
Orien Bank;
Tojik Sodirot Bank; and
Tojprombank.

In practice, many of these banks’ loans are not made based on sound lending principles, but are instead guided
by conditions such as the affiliation of companies to the banks themselves, state pressure, and personal links.
The banks are unable to implement the necessary analysis of corporate finances, and loans tend to be based on
rudimentary business plans as opposed to the appropriate economic and financial considerations. For nonconnected borrowers, the loans are almost always denominated in foreign currency, rates are never lower than
20%, and microloan rates can reach 45%. Such conditions inherently restrict financial access, as they do not
allow for adequate profitability in traditional manufacturing sectors such as T&C.
While the large asset base of these banks should allow them to be the main providers of financing to the
industrial and SME sectors, more effective lending activity is hampered by the following issues:
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They face issues related to liquidity and solvency linked to weak management as well as overall
challenges in the financial system;
They are subject to regular State pressure and interference;
They are not transparent;
As these are the same banks that granted loans to spinning companies that have not been repaid, they
are hesitant to reengage with the sector. It should be noted that the lack of repayment can be
attributed to poor structuring that inadequately accounted for business risks. Positive gains could be
made if assistance were provided to help these banks restructure their existing non-performing loans
to the T&C industry.

Mid-size commercial banks and large microfinance institutions
This category of credit institution includes private banks and MFIs with significant experience and good
management principles. The category’s main lenders are:






Eskhata Bank:
IMON International;
Arvand:
First Microfinance;
Access.

These institutions have the historical experience and know-how that is necessary to develop most banking
activities in accordance with international standards. They are also relatively transparent, and the participation
of large international institutions helps ensure that relevant expertise can be accessed (EBRD is a shareholder
of EB, IMON and Access; IFC a shareholder in First Microfinance and Access; and KfW a shareholder in Access).
As they are mostly customer-oriented, the loan portfolio represents the largest share of their assets. They are
also more market-oriented, concentrating on private customers and SMEs, leaving the big state companies to
be catered to by the large banks described above. Indeed, the few tailors and dressmakers from workshops
who have secured external financing have done so through Access, Eskhata or First Microfinance.
The main constraint to the development of these banks is the lack of reliable and dynamic customers. Indeed,
entrepreneurs are reluctant to contact bankers, as they are unaware of financing possibilities and conditions.
The fostering of linkages between credit institutions and potential customers could go a long way to
remediating this issue.
Given their transparency, access to expertise, and market-orientation, these institutions could be ideal partners
for potential projects suggested in the final section of this report.
Box 5: Eskhata Bank

OJSC “Bank Eskhata” is an open joint-stock bank incorporated in 1993 and having a banking license since
November 1994. Its network is made of 19 branch offices, 85 banking centers and more than 300 points of
money transfer.
Scope of services: Eskhata is a universal bank offering all traditional banking services to households and
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corporate customers.
Ownership: EBRD – Private individuals
Financial indicators (in mln):
Assets:
Equity:
Loans:
Net Profit:

2013: TJS 899.4 (USD188.4) / 2012: TJS520.3 (USD109.2)
2013: TJS145.8 (USD30.5) / 2012: TJS66.2 (USD13.9)
2013: TJS574.4 (USD120.3) / 2012: TJS400 (USD83.9)
2013: TJS47.9 (USD10.0)

Potential cooperation: About a third of T&C companies from the Sugd Region are Eskhata customers, mainly
for short-term financing and payment services. Eskhata did not grant investment loans to spinning companies,
mainly because it is not among the biggest banks of the country and could therefore escape political pressures.
It considers that the biggest potential is for loans in the range of USD 20,000-300,000. It is currently working on
a scheme with Unicredit Bank and considers that access to this type of external financing could help to reduce
lending rates to 12% in USD with tenors of up to 3-5 years. It also believes that export finance schemes with
large companies like Hermes, Sace or Coface could be managed by the bank. Given the guarantees that could
be provided by these companies, it holds that such a scheme could reduce rates in foreign currency to 5-6%.
Together with IMON, Eskhata was a partner of the TAFF project2 and believes that a comparable programme in
the T&C industry could go a long way to stimulating the sector’s development. According to Eskhata, providing
access to finance to the T&C sector will be much easier once other problems related to competitiveness,
management, transparency, and accountability, are addressed.

Small Microfinance Institutions
The last category of credit institutions is comprised of a substantial number of small or very small MFIs. These
credit institutions usually have a geographic or sector niche, usually for agriculture or trade. There is however
no MFI with a well-know portfolio of T&C companies. While smaller MFIs may offer important services in more
remote areas, the T&C industry is largely concentrated in the main cities and their suburbs. As such, these
institutions would likely not be prime partners for any potential projects.

2.4 REGULATORY CONSIDERATIONS
While relevant regulations are far from comprehensive, a number of measures to increase the quality of the
regulatory environment have been recently implemented or are planned.
In particular:



A credit bureau was launched in June 2013;
The law regulating the creation of a secondary State Bond market is being drafted;

2

Tajik Agricultural Finance Framework (TAFF) was set up by the EBRD in 2007 in Tajikistan to support the restructuring and diversification of the
agricultural sector. It used the following three pillars in order to provide alternative finance to SME farms whilst fostering best farming practices: (i)
improve agricultural credit, (ii) enhance competitiveness throughout the value chain, and (iii) stimulate market promotion and diversification.
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The law on leasing companies has been adopted and leasing companies are already operating;
The law on credit unions has been adopted;
The Islamic Banking and Finance Law was adopted and launched in August 2014. It allows for the
creation of institutions specialized in Islamic finance;
Banking Law is globally in line with international standards and allows for the development of more
sophisticated financial instruments.

Nevertheless, the following improvements would be welcome:







Development of the cadastre for broader use as collateral;
Enlargement and better supervision of collateral and provisioning requirements;
Introduction of registration systems for movable assets;
Support to credit information services and better dissemination of information between banks and
lending institutions;
Improvement of laws and procedures on distressed companies, receivership and bankruptcy;
Improvement of the protection of creditors’ rights.
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3. ACCESS TO FINANCE IN TAJIKISTAN’S T&C SECTOR
As with many SMEs in Tajikistan, T&C enterprises find it difficult to access credit. The range of financial tools
and services is small, and the tools that are available are not tailored to the specific needs of the industry. In
many cases credit is rationed. Where it is provided, it is offered at unfavorable terms that include high interest
rates, strict collateral requirements, and short-term maturities.
The inability of T&C enterprises to access the required financing is hindering their ability to grow in
productivity, profitability, and competitiveness. In order for the sector to reach its full potential as a driver of
socioeconomic development, enterprises must have the resources to upgrade machinery, finance ongoing
operations, and invest in expansion and value addition.

3.1 FINANCING NEEDS OF TAJIKISTAN’S T&C COMPANIES
T&C companies require financial resources for the following types of expenditure:








Purchase or rent of production outlet;
Purchase of equipment;
Payment of salaries;
Purchase of raw material and inputs;
Marketing and commercial expenses;
General and administrative expenses;
Tax payments.

As with many businesses, much of these expenditures are due before the companies begin to collect revenue.
Financing is therefore a key condition for sustainability, profitability, and growth. In order to survive and
maintain competiveness, T&C companies require the following:
Equity financing
A minimum amount of capital is needed to reach the required statutory capital level, and also to ensure longterm solvency. As a rule, initial capital is brought by shareholders or by private individuals (relatives, friends,
and acquaintances of entrepreneurs). This is the case for most start-ups in developing countries, and Tajikistan
is no exception to the rule. More sophisticated instruments such as venture capital, business angels, and SME
private equity funds do not exist; even if such financing were available, it tends to be focused more on hightech sectors, and it would likely have little benefit for the T&C industry. While private equity will eventually
develop in line with economic growth and increased attention from investors, equity financing will continue to
rely upon entrepreneurs and their relations for the foreseeable future.
Investment credit
T&C is a rather capital-intensive industry, and success often relies upon a company’s ability to purchase
equipment and technology. Needs however, are different at each level of the value chain. Spinning is the most
capital-intensive stage, as value is added through a complex technological process. Since Tajikistan does not
produce the necessary machines, all of the equipment must be imported, mainly from Europe. Long-term
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investment credit is therefore a priority for spinning companies. Capital intensity declines and labor intensity
increases as one moves further up the value chain. While clothing companies do need some equipment, it is
limited mostly to sewing machines. Instead, worker productivity becomes more important. As such, the need
for investment credits is much lower for clothing companies than for spinning companies.
Working capital
As with all sectors, T&C companies require working capital to finance sales, general and administrative
expenses, and to cover the time gap between the purchase of raw material and inputs from suppliers and the
payment for the finished product by clients. The lack of such financing makes it difficult for the sector to grow
(for example by purchasing the required inputs for larger orders) and respond in a timely fashion to dynamic
markets.
The lack of working capital has also resulted in a particular challenge for the T&C sector. As cotton fiber is an
agricultural product, it is seasonal, its price fluctuates, and its value is determined on international markets. In
addition, it is relatively easy to sell cotton on international markets, as there is a stable level of demand.
Processors of cotton fiber are therefore faced with many uncertainties; namely the price, availability, and
quality of cotton. As paradoxical as it may seem, the new Tajik spinning companies have found it difficult to buy
cotton in a country where 90% of the production is exported to be processed elsewhere. This is mainly due to
the fact that they do not have access to flexible working capital dedicated to cotton purchases that would allow
them to react to the fluctuating market environment. In addition, they do not have the cash to build stocks of
the material in order to counteract the effects of price variations and better manage the production cycle. This
lack of cash means that spinning companies are unable to operate their factories at adequate levels of capacity.
Credit for long-term growth or restructuring
While the companies in the T&C sector are quite diverse, they have all paid up their capital, purchased
equipment and found a way to finance working capital needs. They must all however initiate a new cycle of
investment in order to successfully implement development strategies:




Vertically-integrated SMEs need to invest in equipment further up the value chain for the production of
clothing;
Old factories need to modernize their equipment and technology in order to increase competitiveness;
Niche SMEs need to expand their production, purchase new equipment, and develop their supply in
order to become more competitive.

3.2 FINANCIAL INSTRUMENTS AVAILABLE TO T&C ENTERPRISES
Interviews with T&C companies show that the largest of them have, or have had, access to external financing,
and all of them have bank accounts. This is quite significant, as many SMEs in Tajikistan do not even have bank
accounts, let alone the possibility to contract loans or any form of debt financing. Only one company relied fully
on personal loans, declaring that access to bank credit was unrealistic due to high rates and lack of collateral.
The array of instruments and financial services that are available to T&C SMEs in Tajikistan is very small, and it
includes:
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Traditional bank loans
Microfinance loans
Loans from Development Banks
Private loans
Leasing

Traditional bank loans
The traditional bank credit that is available to T&C SMEs caters mainly to working capital needs. Banks find it
difficult to offer longer-term investment loans to corporate clients and to structure appropriate deals according
to client requirements. The few loans that have been provided to the T&C sector, such as the credits given to
the large spinning companies, have not had positive outcomes.
Microfinance loans
Microfinance loans are currently used by tailors and dressmakers in workshops; sometimes for the acquisition
of sewing machines, and other times for the purchase of imported inputs (zippers, synthetic fabrics, buttons,
etc.). Nevertheless, rates are prohibitive (from 30% to 45%), tenors are less than 1 year, and personal goods are
generally required as collateral (jewelry, gold, etc.).
Box 6: Microfinance in Tajikistan

The 2004 Law on Microfinance allows for three types of microfinance organizations:




Micro-credit funds;
Micro-credit commercial organizations; and
Micro-credit deposit-taking institutions.

Micro-credit deposit-taking organizations and micro-lending organizations require licenses issued by the NBT.
Micro-lending funds, on the other hand, are non-commercial organizations set up as social funds, and they
need only a certificate to operate.
Micro-credit registered a steady increase in the recent years, and accounted for more than a third of total
domestic credit at the end of the 1st quarter of 2014. Even large banks declared that about 90% of new loans
granted in the last two years were micro-credits. Banks are still the main source of micro-credits, but microfinance specialized institutions are growing rapidly. They represented 42% of global micro-credits at end-Q1
2014 compared to 29% at end-2009.
Microfinance is adapted to some fairly specific needs, mainly for individual entrepreneurs and in sectors such
as trade, agriculture, and neighborhood services. It does not however answer to the needs of industrial and
technological SMEs. The amount and maturity of micro-loans are too limited, and interest rates are much too
high to finance fixed assets and equipment. Collateral requirements are also usually too high for innovative
SMEs with scarce resources.
If microfinance organizations do not make the leap to real corporate banking and project finance, they may act
against the development of processing industries by concentrating intermediation resources in the trade and
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import sectors.
Figure 12: Micro-loans from banks and micro-lending organizations (TJS million), 2009-2014
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Overall, microfinance is largely used to finance the “bazaar” economy (import consumer goods and sell them,
often without paying taxes and duties both because of tax exemptions for SMEs and non-transparent practices
with customs). In addition, it is based on collection of part of the remittances from migrant workers. It
therefore does little to enable better access to finance for the T&C SMEs. To some extent, it even acts against
their interests by financing competitors (importers).

Loans from International Development Banks
Most International Development Banks are present and active in Tajikistan. Direct loans are offered by EBRD,
EDB, IFC, and ADB at very reasonable rates compared to loans from the Tajik private banking sector. These
loans often come with the following conditions, which tend to be too stringent for T&C SMEs due to financial
constraints and limited governance, accounting, and transparency capacities:



Minimum amount of EURO/USD 1,000,000;
Traditional project finance schemes necessitate high documentation costs (investment memorandum,
financial modeling, due diligence) that most SMEs cannot afford or, if they have broader financial
resources, do not understand;

The only company from the T&C sector with a direct loan from the EDB is Olim Textile, which obtained a credit
of USD 22.5 million in order to finance the largest spinning company in Tajikistan, located in Buston, Sughd
Region. While the factory has been built, it is not fully operational. Indeed, a number of basic factors were not
taken into consideration, and the borrower is currently seeking ways to restructure and renegotiate the
conditions of the loan.
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Box 7: Potential for DB financing

The 7 modern spinning companies represent the most likely potential targets for DB loans, as the clothing
companies are generally too small and/or do not comply with minimum transparency and accountability rules.
Nevertheless, their access to bank financing is hindered by their poor credit history. Enterprises could however
benefit from credit lines put in place by DBs through local banks and MFIs. Commercial banks are generally
more adept at organizing such schemes due to their proximity to the final borrowers, while the DBs are more
capable of establishing large credit lines and sophisticated schemes with modern risk management.
The biggest roadblock to such cooperation is the level of bad loans in commercial bank portfolios, directed
lending practices, and poor past experience of cooperation. The largest development banks are not ready to
cooperate with the largest local banks and rely mainly on two small-sized credit institutions with sufficiently
good reputations (Eskhata and IMON). The link between international resources and the local financial system
is therefore very thin.

Loans by private individuals
As in most emerging economies and all other post-Soviet States, the scarcity of financial resources from
institutions is partially compensated for by the development of parallel financial instruments, the most
widespread being personal loans from individuals. Such individuals include relatives and friends, as well as
wealthy people able to mobilize large amounts of cash; often those who are eager to launder it into the official
economy.
The criteria for obtaining these private loans are generally not strictly linked to business and economic
considerations. Rates can vary, but they are usually equal to or higher than the credit rates offered by banks.
The real advantage to the borrower is that the conditions are less stringent and money can be made available
more easily. Nevertheless, the associated risks are much higher than those for traditional loans and stability is
not ensured. Lenders can ask for anticipated repayment or change the terms of the loan for personal reasons.
Many of the smaller T&C companies in Tajikistan have developed their businesses mainly through private loans
that supplement the resources of the entrepreneur(s). This is not unique, as loans by private individuals are
one of the primary sources of venture financing throughout the world, and particularly in emerging economies.
While larger SMEs rely more on traditional bank loans, the line separating “unofficial” financing and “official”
financing is often difficult to pinpoint.
Box 8: Transferring private loans to bank loans

While the reliance upon private loans is evidence of the poor state of the financial system in Tajikistan, it is also
indicative of the low levels of financial literacy. Entrepreneurs are unaware of the ways in which to restructure
private loans into more reliable bank loans. They are deterred by fears of high interest rates, complex
compliance procedures, and a lack of collateral and transparency.
Assistance in this arena could be quite efficient, and would involve obtaining information about SMEs’ private
debt volume and conditions, estimating nominal and real cost, and determining the feasibility of transferring
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them into official bank loans. As there are only a dozen or so concerned companies, the assistance could be
provided in a timely fashion.

Leasing
Leasing has been authorized in Tajikistan since the Law of the Republic of Tajikistan “About Finance lease
(leasing)” was adopted on April 22nd, 2003. The development of leasing activities has however been rather
slow.
8 leasing companies were active at the beginning of 2014:









ASR Leasing;
BRT Leasing;
Interleasing;
Leasingfinance;
Nakhust Leasing;
Orien leasing;
Tajikagroleasing;
CJSC TKB «Leasing Tajikistan».

7 of these companies are privately-owned, 2 are foreign-owned, and 1 is an Islamic leasing company (ASR,
founded in 2013). This form of financing remains limited in size, and as illustrated in the following graph, it is
only starting to develop.
Figure 13: Amount (in TJS) and number of leasing deals, 2009-2012
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While leasing is available to the T&C industry, no companies are currently using this type of financing. The
majority of leasing operations are instead registered in the agricultural sector (63%), construction (10%), and
transport (10%). The main hindrance to the further development of leasing is the modesty of resources
available to leasing companies, together with the lack of potential clients. Nevertheless, leasing may prove
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valuable for Tajik business that have yet to build a credit history, as it allows for the financing of equipment
using the equipment itself as collateral.
Box 9: Islamic leasing

ASR Leasing was established in 2013 as the first Islamic leasing company in Tajikistan by Ansar Leasing
(Azerbaijan) together with two local partners, Leasing finance and Microcredit Deposit Organisation, Barakat.
Its initial Capital of USD 200,000 was increased to USD 4 million later on, making it the largest leasing company
in Tajikistan in terms of capitalization. Conditions offered by ASR are the following:







Security deposit / Advance payment – 20% (minimum);
Tenure: 1 – 4 years;
Maximum size of lease – USD 200,000/per contract and/or lessee;
Currency: TJS and USD (Repayment in equivalent TJS at the prevalent exchange rate as per NBT);
Profit rate: 20-23% p.a. based on tenure;
The leased object must be insured for the whole duration of the leasing period

3.3 UNDERUTILIZED OR UNAVAILABLE FINANCIAL SERVICES
The following tools and services are either underutilized or unavailable to SMEs in Tajikistan’s T&C sector:
Credit guarantee schemes (CGS): These schemes provide credit default guarantees for SMEs that are unable to
access bank credit despite their adequate economic health and attractive investment opportunities. If a
borrower defaults, the lender recovers a portion of the loan from the guarantor. As it mitigates lending risk, a
CGS may therefore facilitate a reasonably-priced (lower interest rate) loan to a creditworthy SME that is unable
to meet traditional lending requirements [OECD, 2010].
Warehouse financing: This is a type of inventory financing in which a borrower pledges goods as collateral. The
inventory is secured by a third party on behalf of the lender, and is only released to the borrower upon
fulfillment of credit terms. As such, warehouse financing allows SMEs to secure credit despite a lack of
traditional collateral, while it allows lenders to shift risk from the borrower’s fixed assets to commodities. It
also gives producers greater flexibility in timing their sales so that they can wait for more favorable market
conditions [IFC, 2014]. The introduction of warehouse financing in Tajikistan would ease access to working
capital needs for cotton processors, and it could also be extended to fabrics and imported inputs necessary for
the clothing industry. Its introduction would require the construction of warehouses in strategic locations.
Factoring: In a factoring transaction, a company sells its accounts receivable at a discount to a third party
(called a factor) in order to finance immediate cash requirements. Not only does it provide enterprises with
working capital, but factoring also transfers the buyer’s credit risk from the enterprise to the factor. As the
credit is linked to invoices as opposed to an enterprise’s credit worthiness, it allows borrowers to leverage the
more attractive credit risk of their high quality buyers [Klapper, 2005]. Factoring is regulated and authorized in
Tajikistan, but is still not used by T&C SMEs. The main condition linked to the development of factoring
schemes in the industry is the presence of creditworthy purchasers, mostly large international firms.
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Box 10: Guliston and Auchan

Factoring is not completely new to the Tajik T&C industry. Dushanbe-based clothing company Guliston used to
sell a large part of its exports to French retailer Auchan in Russia under the following conditions: payment of
30% upon signing of the contract, and payment of the remainder 60-90 days after delivery. As Auchan’s
signature was considered to be very low risk, Guliston could obtain excellent financing terms for Auchan’s
future payments. With the announced arrival of Schiever/Auchan in Tajikistan, there may be the possibility to
sell textile products to Schiever. Schiever could be interested in paying cash upon delivery if the discount in
prices is higher than its own financing cost.

Supply chain finance (reverse factoring): As opposed to normal factoring, where an SME will sell its entire
portfolio of receivables, reverse factoring allows a lender to purchase invoices from individual buyers. This
further reduces risk to the lender. Whereas factoring is usually initiated by the supplier, reverse factoring tends
to be initiated by a buyer who is looking to help its supplier finance receivables [Klapper, 2005]. A number of
large, international companies are operating supply chain finance (SCF) programs with their major suppliers,
and multilateral and state-backed institutions are making concerted efforts to harness SFC potential in order to
improve cash-flow for SMEs in developing markets.
Export insurance: The overall goal of export insurance is to help producers to sell in competitive, yet risky
markets, by helping them obtain export credits on more favorable terms than would otherwise be found in the
market. Export credit agencies are established according to governmental mandates with the purpose of
facilitating foreign trade [Chauffour, 2010]. Their services vary, and they may either provide export credit, or
insure export credit that buyers obtain from both exporters and financial institutions. The net result is that the
risk is transferred from the lender to the export credit agency, and ultimately to the sponsoring government.
Generally, export credit agencies select local PFIs as partner institutions. They then use these PFIs to provide
credit, with the aim of guaranteeing and insuring the export of technologies from national companies at
subsidized, and therefore very low, interest rates.
Foreign export credit backed by export insurance would significantly ease the acquisition of foreign equipment,
which represents the biggest share of capital expenditure in the T&C sector. Nonetheless, interviews indicate
that none of the large spinning companies in Tajikistan are aware of export insurance schemes, despite buying
most of their equipment from European countries (mainly Italy and Germany). Indeed, there are currently no
such cooperation schemes between Tajik credit institutions and the largest export credit companies from
Western countries. Cooperation has however begun with the Russian export agency, as Tajikistan’s two largest
commercial banks – Orienbonk and AIB – have signed cooperation agreements with Russia’s Export Credit and
Investment Insurance Agency (ECIIA) in April 2013. Under the agreements, ECIIA provides insurance coverage
for bargains connected with the export of Russian high-technology products and services to Tajikistan.
Foreign Direct Investment: FDI is already a major contributor to the equity financing of the Tajik T&C sector
due to various joint ventures with Italian, Austrian, Iranian, and Russian investors. Nevertheless, Tajikistan
suffers from a “reputation problem”, which is linked in part to objective criteria (low domestic revenue, lack of
natural resources, location in a tense geopolitical area, memory of the Civil War, etc.), but also to a global lack
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of knowledge about the country. In other words, Tajikistan is not on the map of large investors because they
know very little about the country.
There are currently no clear obstacles to the development of large projects sponsored by international
investors:





The Constitution establishes that foreign citizens enjoy equal rights and freedoms and bear
responsibility equal to those of the citizens of Tajikistan;
Investment activity of foreign nationals is regulated by the Law of RT “On Investments”, adopted in
May 2007. The State guarantees equal rights for foreign and domestic investors and full and absolute
protection of investors’ rights and legal interests. It also provides for “investment benefits” such as tax
exemptions, duty reliefs and state grants;
The ownership right is established and regulated by the Constitution, Civil Code and other regulatory
and legal acts. The State guarantees freedom of economic and entrepreneurial activity, equality and
equal protection of all forms of ownership, including private ownership.

In addition, a number of factors exist to support the development of FDI:






a moderate entry cost;
no specific administrative barriers;
a liberal trade regime;
a liberal currency regime;
the existence of Free Economic Zones
Box 11: Free economic zones for foreign investors

The Law of RT “On Free Trading Zones”, adopted in March 2011, establishes organizational, legal and economic
bases for the establishment, functioning and liquidation of free trading zones, and regulates financial issues
and entrepreneurial activity in said zones. The Law establishes special customs, monetary, financial and tax
regimes, simplified entry, stay and exit procedures for residents and non-residents:



importing and exporting are undertaken without levy and taxes, and without bans or restrictions of an
economical nature, with the exception of taxes for customs clearance;
legal entities and persons registered on the territory of a free trading zone are fully or partially
exempted from taxes for the period of their activity.

4 free trading zones were established in 2008 and 2009:
 Panj;
 Sughd;
 Danghara;
 Ishkoshim.

3.4 FINANCING PRIORITIES BY COMPANY TYPE
The financing priorities according to each type of company are detailed below:
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Medium to large vertically-integrated companies
(a) Rescheduled loans: access to finance for the large spinning companies will be difficult until they restructure
and reschedule their existing loans.
(b) New investment loans: Spinning companies will need new long-term investment loans to buy technology
and equipment for the further stages of the value chain (fabrics, garments, clothing). These are the parts of the
value chain where value-added is concentrated. While it may be difficult to secure new loans from banks until
the existing ones are restructured, companies could leverage other instruments such as leasing or export
financing.
(c) Equity financing: large spinning companies have modern outlets with real potential for global markets.
While the potential to attract domestic investors is unlikely, the sector could be of interest to large
international players. Securing such interest however will require efforts to promote FDI.
(d) Working capital instruments: spinning companies have trouble finding the cash to purchase cotton fiber,
due in part to the inability to secure financing from banks as a result of poor credit history. As such, short-term
credit from banks is currently not a viable solution. The best way to bypass the problem would be through
warehouse financing in which cotton is sent to the factories once they have repaid interest on their loans.
(e) Export finance. Once spinning companies have solved their current liquidity and solvency problems, they
will have to export their production. The lack of experience of Tajik companies on international markets is
obvious. Financial instruments such as factoring and supply chain finance would therefore be very useful tools.
Middle-sized manufacturing factories, usually built during the Soviet period
(a) Investment loans. The remaining Soviet-style factories are in need of serious technological upgrades that
require long-term financing. It seems that the first step is to create links between these companies and banks
by improving financial literacy on both sides and helping them to prepare appropriate financing schemes.
(b) Equity financing. As with spinning companies, these clothing companies could become potential targets for
large foreign direct investors provided that information is well disseminated and opportunities are promoted.
(c) Working capital.
(e) Export finance. Lack of finance is a key constraint that inhibits the ability of these companies to export
larger orders. Tools such as factoring and reverse factoring could help these enterprises more effectively
finance export market penetration.
Niche SMEs
(a) Investment loans. Niche SMEs have managed to increase sales and profitability thanks to a sound export
policy. They are already in a position to significantly increase production, both for kimonos and menswear.
Even so, they need to invest in modern equipment and technology in order to increase productivity and
upgrade quality control, which is a key element for export-oriented SMEs. Some of the companies are ready to
leverage bank loans, but they are reluctant to do so due to the level of interest rates. This is further
complicated by their lack of financial literacy, which inhibits their ability to structure appropriate financing
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strategies and schemes. These companies would benefit most from capacity building and training to improve
their access to finance.
(b) Export finance. Financial instruments like factoring or supply chain finance would help these companies
secure their revenue, which is a persistent problem. Tajik SMEs usually secure payments through informal
networks (personal relations between shareholders and buyers like the Judo Federation in Russia), but they
have the potential to become suppliers of large retail networks (Sportmaster in Russia, or Decathlon globally) if
they had better knowledge of possible payment schemes.
Workshops
(a) Small investment loans. Almost all workers from workshops could significantly increase their production, i.e.
their revenue, if they had new, modern sewing machines, which cost approximately USD 1,500. A quite simple
scheme of direct credit or leasing to these workers, using the equipment as collateral, would have a strong
effect if combined with reasonable interest rates.
(b) Collateral trust funds. A key problem is the difficulties faced by tailors and dressmakers to offer any
collateral on their loans. This could be solved by the establishment of collateral trust funds.

3.5 ENTERPRISE-LEVEL CONSTRAINTS
The following enterprise-level challenges contribute to the limited access to finance for T&C companies in
Tajikistan:






Weak governance
Limited financial literacy
Low transparency
Insufficient collateral
Competition with the import/trading sector (adverse credit selection)

Weak governance
There are concerns regarding the managerial skills of current shareholders; about half of T&C SMEs are
managed by their main shareholder. Even where this is not the case, all strategic decisions are taken by the
shareholders. The alleged lack of business acumen, regardless of whether or not it is true, results in higher
perceived risks for lenders, which materialize in the form of less favorable lending conditions and heightened
risk premium.
Limited financial literacy
While T&C companies understand the need to find external financing, they have difficulty evaluating their
precise financial needs and formulating an appropriate borrowing strategy. In other words, Tajik T&C
companies lack the basic knowledge of finance and cash management that would allow them to develop
budget plans, formulate borrowing strategies, and leverage financing to support responsible growth.
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The consequences of this limited knowledge are exemplified by the recent experience of new spinning
factories. While they received credit in accordance with valuations of the equipment that they required, they
did not properly calculate their profitability rates. As such, they misunderstood their ability to pay back the
loans. Had they used a simple discounted cash flow model, they would have realized that the conditions of the
loans would not allow them to fulfill their repayment schedules. Furthermore, the entrepreneurs did not take
into account their need for working capital, which should have necessitated short-term credit lines in addition
to the investment loans that they contracted. As a result, many of them do not have the cash to purchase raw
materials, and their new equipment remains idle.
One of the most pressing challenges is therefore to help these companies develop the necessary financial
analysis and planning skills. In conjunction, the capacities of lenders should be enhanced so that they can
provide more responsible advice to potential borrowers.
Low transparency
Lack of information about a borrower is one of the main challenges faced by financial institutions in developing
their credit portfolio. Without a proper assessment of risk that is based on a thorough analysis and knowledge
of the target business, banks cannot properly estimate credit risk, leaving them reluctant to extend credit on
favorable terms.
This problem is particularly acute for SMEs, which have fewer assets to devote to information resources, are
less structured than large companies, and are much keener to engage in parallel or unofficial activities,
especially in emerging countries.
While this problem is present in Tajikistan, it is somewhat mitigated in the T&C industry by the fact that
companies are quite large and visible. In addition, the owners tend to be well-known. In this sense, the fact
that Tajikistan is a small economy plays a positive role in diminishing information asymmetry. Nevertheless,
this problem must be addressed in order for these companies to have access to finance at better conditions.
Insufficient collateral
A common way to bypass the challenges posed by information asymmetries is to use collateral in order to
secure credits, thus avoiding complex and fastidious analytical work. Under such a scheme, a lender can
substitute deep knowledge about a borrower’s business with collateral that can be easily seized and monetized
in the event of non-payment.
The first condition for such a scheme is an adequate legal framework, and in Tajikistan there are no clear
regulatory or legal obstacles to the use of collateral by financial institutions. In addition, banks confirm that the
chance of seizing collateral in the case of non-payment is rather high.
Nevertheless, industrial SMEs find it difficult to offer adequate collateral. Land and production facilities, if
owned and not rented, are generally not valuable enough to secure financing for modern equipment and
machinery. Equipment meanwhile, is fairly illiquid, as it is difficult to seize and sell at favorable conditions (high
asset specificity in conjunction with geographical bottlenecks). Interviews indicated that roughly 75% of loan
application rejections in the T&C sector are due to the inability to provide adequate collateral.
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Competition with the import/trading sector (adverse credit selection)
Lenders have access to a steady demand for credit from importers, street traders, and shopkeepers who can
bear the high interest rates due to their comfortable sales margins. These borrowers are considered to be low
risk, as consumer goods used as collateral can be easily seized and liquidated. In addition, as goods are
imported and sold rapidly, these borrowers only need loans of short maturity, which further reduces the risk
for lenders. Indeed, even if Tajikistan’s financial institutions were stronger, lenders might still be reluctant to
shift financing from such low-risk, short-term, and highly profitable businesses to industrial producers with long
returns on investment, limited profitability, and elevated corporate risks. In this respect, importers and traders
help prevent local producers from accessing finance through their acceptance of high interest rates and
rudimentary financial instruments.
The main challenge faced by SMEs is therefore to become competitive against importers. Special instruments
and services for local producers, combined with a sound import substitution policy based on tariffs and/or
quotas in respect of WTO rules, would help remediate this key challenge.

3.6 SUPPLY SIDE AND BUSINESS ENVIRONMENT CONSTRAINTS
The following issues contribute to the limited access to finance for T&C companies in Tajikistan:













Information asymmetries
Inadequate banking supervision
Lack of corporate and investment banking know-how
Lack of stable resources
Underdeveloped credit guarantee system
Challenges related to collateral
Weak risk management know-how
Scarcity of risk management instruments
Lack of a market for development banks and large international banks
Dutch disease linked to remittances
Bad debt restricts ability of banks to expand credit
Recurrent practice of direct lending

Information asymmetries
The high risk associated with SME lending stems largely from information asymmetries between banks and
borrowers. In emerging economies, SMEs are usually not required to fully disclose relevant information and
often lack the capacity to produce adequate financial reports. This limits the information available to banks. As
banks cannot adequately assess the risk and expected returns of the loan, they either charge a higher risk
premium or deny financing. Improving the flow of information between SMEs and lenders could help ease SME
lending and improve terms of financing.
In Tajikistan, information is passed mainly through informal relations. Most entrepreneurs from the T&C
industry have other assets and businesses. When making loan decisions, banks therefore rely on their “global”
reputation as businessmen as opposed to the loan-specific risks.
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Investment in know-how is of high importance and the introduction of modern banking techniques is urgent.
To this end, some solutions are already available; potential remediation to information asymmetries in the
short-term includes credit scoring, support to the newly-created credit bureau, dissemination of information
on borrowers, and IT systems development. The example of the TAFF program shows that a steady
improvement of credit portfolio and the development of domestic credit is possible thanks to these
techniques.
Box 12: CIBT, the new Tajik Credit Bureau

Tajikistan took the first steps toward the development of a credit bureau by passing a law on credit histories in
March 2009. The legislation allowed for the development of a private credit bureau, supervised by the NBT.
The Credit Information Bureau of Tajikistan (CIBT) was officially launched in 2013 under the patronage of the
IFC and the Italian company CRIF. The shareholders of CIBT include the largest local banks and Microfinance
Organizations of Tajikistan. A database of credit histories of individuals and companies is filled thanks to the
cooperation of more than 65 organizations from all regions of the country.
As the CIBT is a recent creation, it is still too early to estimate its impact on reducing information asymmetries.
The success of the credit bureau will also depend on the ability of Tajik financial institutions to overcome their
traditional reluctance to share information among themselves. It may take a few years for the new credit
bureau to build up the critical volume of information from banks and make it available in the most efficient
way.

Inadequate banking supervision
While steps were taken to improve access to credit in the post-Soviet period, these efforts were made in a soft
budget constraint environment. As such, the weak risk management capacity of banks and the misguidance of
financial authorities resulted in a build-up of non-performing loans that continue to plague Tajikistan’s financial
sector. Indeed, directed credit was initiated by the government, financial authorities’ supervision of asset
quality was relaxed, and commercial banks were not incentivized to improve management and credit risk
policy.
In order for improvements in the financial system to materialize, the State must harden budget constraints by
imposing better supervision and enforcing sanctions against bad banking practices. Nevertheless, supervisory
authorities must take care to improve control in a manner that allows for the solution of the current debt crisis.
Strides must also be made in the capacity of lenders to manage credit risk. While this will require the
introduction of know-how and modern risk management techniques, the reduction in information asymmetries
noted above will also go a long way to improving the assessment of credit risk.
Improvements beyond the financial sector itself, such as strengthening the rule of law regarding property rights
and the enforcement of loan agreements, may also be required.
Until adequate reforms are undertaken in banking supervision and credit risk management, efforts to promote
credit growth risks stimulating a build-up of non-performing debts across the financial system.
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Lack of corporate and investment banking know-how
International experience and financial literature have demonstrated the complex and highly technical nature of
the banking business. While most of Tajikistan’s large banks have been operating for 20 years in a market
economy, interviews demonstrated that know-how is still very limited. No bank has developed a true
investment banking department capable of performing top level financial analysis, maintaining adequate
market knowledge, and properly structuring corporate deals. Even basic techniques such as discounted cashflow calculations are mostly unknown or unused by Tajik banks. Other local financial institutions, such as
microfinance banks, employ even more rudimentary analytical skills to develop their portfolio. A huge
technological gap is also visible.
Lack of stable resources
As in most emerging countries, financial institutions in general, and commercial banks in particular, have very
limited access to stable and reasonably priced financial resources. Such resources would optimally come from
two sources: household deposits and international capital markets. The dearth of such resources is primarily
linked to a lack of confidence in Tajik financial institutions. As such, it will be necessary to increase confidence
among the population and international investors in order to truly expand the amount of capital available to
the banking sector. It should be noted that one of the key factors limiting the spread of leasing is the lack of
long-term funding sources for leasing companies.
Despite an increase in the recent period, the volume of household deposits remains very low (14% of GDP). It is
mostly in foreign currency and represents only a small share of the population’s savings, which is still mainly
kept at home. While a deposit guarantee scheme does exist, there is skepticism within the population that it
has the asset base to function effectively in the event of a failed deposit-taking organization. Further
complicating the matter is the tendency towards short-term deposits. Indeed, the majority of deposits are sight
deposits that can be withdrawn at any time (83% of all deposits, 93% of local currency deposits) [OECD, 2015].
This reliance upon short-term sources of funding inhibits the ability of lenders to provide the longer term
credits that T&C enterprises require.
The treatment of savings is therefore a highly sensitive topic, and monetary and financial authorities must work
to promote deposit inflows in order to facilitate the development of a stable financial system. Special attention
should be given to the situation of AgroInvest Bank, which gathers almost a third of household deposits. If the
restructuring of this bank goes poorly and results in losses for private depositors, the consequences will be
disastrous for the banking sector, and confidence in the financial system will be severely undercut.
Underdeveloped credit guarantee system
Credit guarantee schemes have been employed in many economies, and they are generally adapted for the
financing of SMEs. Despite an historical lack of such schemes in Tajikistan, advancements are being made:
based on the example of other Central Asian countries and Afghanistan, a new credit guarantee scheme is
currently being established (see box 13 for details). Even so, efforts must still be made to ensure that credit risk
for banks is appropriately controlled.
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Box 13: TCSP, the future Tajik CGF

Tajik Credit Support Partner LLC (TCSP) is a financial services consulting company currently being established in
Tajikistan. With a headquarters in Dushanbe and an office in Khujand, TCSP LLC will be embedded within a
credit guarantee fund whose mission is to improve access to finance for Tajik SMEs. Incorporated in Germany,
the fund is being sponsored by three leading, European Development Finance Institutions: DEG (Deutsche
Investitions und Entwicklungsgesellschaft mbH), OeEB (Oesterreichische Entwicklungsbank AG), and the FMO
(Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden N.V.).
These sponsors have committed EUR 12.5 million to the credit guarantee fund, which will share the risk of SME
loans made by Tajik partner financial institutions. Additionally the fund will support targeted technical
assistance to be provided to partner financial institutions that will help them improve their capacities with
regards to SME lending. TCSP LLC will serve as a service provider for the guarantee fund by supporting
operations on the ground, facilitating cooperation with the Tajik partner financial institutions, and supporting
all technical assistance activities. TCSP LLC is owned, supervised and supported by Leidner & Thiesen Tajikistan
GmbH - LTT, part of a German company that specializes in designing and managing credit guarantee funds in
various countries.

Challenges related to collateral
In an effort to avoid the buildup of excessive risk within the banking system, the NBT has defined high levels of
collateral (from 130% to 250% of loan amounts). Nevertheless, the process of determining the exact
requirements are complex and not transparent [OECD, 2015].
Bankers confirmed during interviews that the main reason for the rejection of a loan application is the inability
to provide sufficient collateral. It is estimated that this is the reason for 55% of rejections overall, and closer to
75% of rejections in the T&C industry due to the weak credit history of large spinning factories. Many SMEs,
including those in the T&C industry, are unable to offer highly liquid and valuable collateral apart from assets
linked to other business interests.
A key challenge will be to develop alternative instruments that will be acceptable to lending institutions. While
a registry for movable assets was established, time-consuming procedures, and various inadequacies in the
system deterred its uptake. Indeed, lenders do not consider such assets to be acceptable forms of collateral.
Land rights meanwhile, are not accepted as collateral. It is difficult for lenders to find information on
ownership, and there is a dearth of qualified personnel at the State Land Cadastre System. As such, the
cadastre is not seen as a reliable resource by lenders. The lack of a fully functioning cadastre system reduces
the asset base from which borrowers could access collateral [OECD, 2015].
The regulatory environment must also be enhanced in order to provide for effective creditor protection.
Indeed, bankruptcy legislation continues to be lacking with regards to breadth and application when compared
to international standards; oftentimes, local enterprises simply liquidate without following the appropriate
procedures [OECD, 2015]. These issues increase the risk for lenders, further cementing the stringent collateral
requirements.
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Weak risk management know-how
As noted previously, lending, especially to SMEs, is limited by the lack of creditor information. Together with
inadequate capacities to utilize the limited information that does exist, loans are made based on criteria such
as personal relations, as opposed to sound financial analysis. This has resulted in attempts to mitigate risk that
include limiting exposures to a very short period, lending mainly to clients with whom banks have a prior
relationship, and requiring high interest rates and/or a high level of collateral. The introduction of modern risk
management techniques and know-how would allow for the construction of more robust portfolios, to the
benefit of both the financial sector as well as its clients.
Scarcity of risk management instruments
Tajik banks have difficulty constructing and managing their loan portfolios, as they have a limited range of
available instruments to help them manage liquidity and optimize solvency ratios. In the absence of efficient
capital markets (such as stock markets, corporate bond markets, and secondary state bond markets), these
banks must rely upon rudimentary liquidity management techniques linked mostly to Central Bank liquidity.
The inability to adequately mitigate or transfer risk makes the management of corporate credit much more
precarious than it would otherwise be. As such, the range of financial instruments and services available to
lenders must be increased.
Lack of a market for development banks and large international banks
Local banks and financial institutions often face challenges in building their portfolios due to limited capacities
and low levels of confidence in the financial system. A common way to bypass these challenges is to promote
the development of international banks, including large investment banks. These institutions do not deal with
most of the challenges faced by local banks. They have stable and affordable resources, strong know-how in
corporate and investment banking, and very broad capacities.
The main requirement is therefore the existence of a large-enough base of potential borrowers. The scarcity of
such a client base, due to many of the factors discuss elsewhere in this report (information asymmetry, weak
management and governance capacities, etc), is one of the main roadblocks to the development of IFI and
international bank activity in Tajikistan.
Dutch disease linked to remittances
Commercial banks and other financial institutions have little incentive to develop their corporate loan
portfolio, as margins are much higher and risk much lower for simple trade finance and microfinance lending.
For this to change, banks’ shareholders and stakeholders must shift from a short-term strategy to a long-term
one. This, however, is unlikely to happen without macroeconomic reforms, political intervention, and a
deepening of the whole financial system.
Bad debt restricts ability of banks to expand credit
All of the key banks have a level of bad debt that significantly exceeds international standards and threatens
their solvency. A global solution to this challenge is among the current key challenges for improving access to
finance.
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Recurrent practice of directed lending
It would be unfair to lay all of the blame for the difficult financial environment on the financial institutions
themselves. Indeed, banks were heavily influenced through recurrent State intervention. The practice of
providing soft loans to politically well-connected businesses must be banned in order to restore confidence in
the sector.

38

4. TECHNICAL ASSISTANCE PROJECT PROPOSALS TO IMPROVE ACCESS TO
FINANCE IN THE T&C SECTOR
The following project ideas represent proposals that could be implemented, either in whole or in part, through
donor-funded technical assistance. These projects address various constraints to access to finance in the T&C
sector. As such, they should serve to facilitate credit on acceptable terms to sector SMEs. These proposals are
not mutually exclusive, and their activities could be subdivided and/or combined based on donor resources,
mandate, and priorities. As the focus of this paper is on technical assistance, it should be noted these proposals
do not contain elements of a purely financial nature (such as grant proposals).

4.1 TRAINING IN FINANCIAL LITERACY
Summary and rationale
This project will help T&C managers learn how to define their precise financing needs, develop a financing
strategy, and evaluate potential courses of action. As such, it will help them to understand basic financial
modeling and analysis techniques that will allow them to make informed decisions. Similarly, bank staff will
receive training in modern techniques for risk and financial analysis. Together, this should result in credit that
is provided based on a sound understanding of financing needs and risks, thereby reducing perceived risk and
facilitating more favorable terms of credit.
The project will have the following results:
a) Allow T&C enterprises to access credit where it has previously been denied;
b) Allow some T&C enterprises to access credit on more favorable terms (with regards to interest rates,
maturity, and collateral) than that which would otherwise be available;
Expected activities
(1) Management and shareholders of T&C SMEs trained in key areas of financial literacy.
(2) Bank staff trained in appropriate risk and financial analysis techniques

4.2 CONNECTING SMES TO APPROPRIATE FINANCIAL SERVICES
Summary and rationale
There are a number of financing schemes from which T&C SMES could potentially benefit. In some cases, the
only roadblock is limited awareness of opportunities and difficulty in meeting lender requirements with regards
to documentation and transparency. The project would help SMEs identify appropriate lenders, understand the
requirements, and prepare and submit adequate applications. In addition, it would assist T&C companies in
restructuring private loans into more stable bank loans.
This project idea would work well in conjunction with proposal 4.1 (training in financial literacy), as improved
financial competencies will be required for this project to achieve sustainable results. It will have the following
impact:
a) Allow T&C enterprises to access credit where it has previously been denied;
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b) Allow some T&C enterprises to access credit on more favorable terms (with regards to interest rates,
maturity, and collateral) than that which would otherwise be available;
c) Allow T&C enterprises to access a new range of financial tools and services that are more aligned with
their needs.
Expected activities
(1) Identify appropriate sources of financing for target SMEs in the T&C sector (perhaps the pilot SMEs
from the SECO/ITC TA project)
(2) Assist target SMEs in preparing and submitting bankable applications to the appropriate financial
service providers:
a. Connect T&C SMEs with credit guarantee schemes, such as the one being established by DEG,
OeEB and FMO. While not designed specifically for the T&C industry, this CGS could be
leveraged by some companies in the sector. The project would need to build awareness among
enterprises of the scheme, and assist them in meeting the scheme’s requirements with regards
to documentation and transparency.
b. Establish networks between T&C SMEs and providers of export insurance. The project will raise
awareness among SMEs that they can ask their foreign suppliers to organize such schemes. It
will then look to connect SMEs to appropriate schemes and providers based on capital financing
needs.
c. Connect T&C enterprises to leasing companies. Leasing would allow companies to invest in new
equipment, thereby increasing productivity and competitiveness. The project would need to
explain the scheme to SMEs, who are unaware of the opportunities, and create linkages
between them, leasing companies, and equipment suppliers.
d. Assist companies in accessing export credit through factoring and reverse factoring. Raise
awareness of the schemes among SMEs, and help them approach potential partners.
e. Assist enterprises in applying to traditional credit from banks and IFIs/DBs. Efforts will focus on
strengthening the capacity for financial planning, and reducing information asymmetry and
transparency constraints that contribute to blocking access to credit. The project will also build
awareness among lenders of the critical mass of eligible enterprises and help lenders to adjust
their funding mechanisms accordingly.
(3) Provide follow-up assistance and trainings to beneficiaries in both operational and financial areas in
order to maximize the probability of payback.
(4) Raise awareness in the private sector of existing financial services on an ongoing basis.

4.3 PROMOTING FDI IN THE T&C SECTOR
Summary and rationale
Foreign Direct Investment (FDI) can play an integral role in sector development. Not only does it provide access
to financial resources, it also stimulates knowledge and technology spillover effects. In addition, it can serve to
stimulate investment from IFIs. Indeed, IFIs and development banks may be much more comfortable providing
finance (and technical assistance) to the T&C sector if the enterprises are partnered with large, international,
and well-known players.
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The project would promote FDI in the T&C sector by raising awareness among potential investors of Tajikistan
as a destination for investment. While the regulatory and competitive landscape in the country may be
relatively attractive, most potential partners are generally unaware of what Tajikistan has to offer. FDI will be
promoted by hosting conferences with potential investors, organizing roadshows abroad, helping foreign
representatives to promote the sector, and facilitating direct interactions between select SMEs and targeted
investors.
A potential variation to this project could be the development and implementation of a fully fledged
Investment Promotion Strategy for the sector.
Expected activities
(1) Organize and host conferences / investment forums in Tajikistan with potential investors. These events
would conglomerate all stakeholders, help introduce T&C stakeholders to potential partners, and
provide investors with a greater understanding of local opportunities. Such forums can also play a key
role in policy advice, serving as a vehicle to suggest reforms required to convince investors to increase
their exposure in Tajikistan.
(2) Organize and participate in roadshows abroad to promote Tajikistan within the international T&C
community. Such roadshows could be organized with other entities, for instance those in charge of the
promotion of the four Free Economic Zones of Sughd, Danghara, Panj and Ishkoshim. To have a real
impact, they should be organized in parallel with global events in the T&C sector (in Paris, Istanbul,
Shanghai, etc.).
(3) Increase the capacity of foreign representatives to promote Tajikistan as an investment target. Foreign
representatives, including government staff at embassies and consuls, will be trained in areas such as
gathering market intelligence, identifying opportunities, and providing relevant support to both Tajik
SMEs as well as foreign entities interested in exploring Tajikistan.
(4) Identify potential partners for selected SMEs and perform direct introductions.

4.4 ASSESS THE FEASIBILITY OF ESTABLISHING A T&C CREDIT UNION / SPECIALIZED
LENDER
Summary and rationale
One of the key constraints to access to finance for T&C companies in Tajikistan is adverse credit selection. As
noted previously, banks have adequate demand from importers and traders for high interest rate, short-term,
and well-collateralized credit. No matter how much financing risks are reduced through various interventions
within both T&C companies and the financial sector, Tajik banks may not have the incentive to increase T&C
lending.
The establishment of a T&C credit union (or other specialized lender) however, would remove this obstacle. A
credit union would be owned by members (T&C enterprises) and be mandated to provide them with financial
services. As such, it would not be in the position to provide credit to the more profitable borrowers outside of
the sector, thereby negating the potential for adverse credit selection.
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In addition, a credit union would also address many of the other challenges that constrain the sector’s access
to finance. Indeed, as it would be owned by and mandated to serve a specific sector, staff would have detailed
knowledge and understanding of the sector’s characteristics and needs. Moreover, T&C management would be
well-known to bank staff. This would allow the entity to make intelligent credit decisions based on deep
knowledge of the sector and its management. The reduction in information asymmetry would result in more
accurate risk assessment and more favorable lending conditions.
The entity would also be able to provide the sector with financial services and tools that are specifically geared
to their needs. While traditional banks might forgo such provisions due to limited knowledge about the sector
or perceived lack of profitability, the union would face neither of these constraints. Union members
intentionally make a tradeoff between profitability and service, opting to reduce rates of return in exchange for
services that their businesses need.
This project would assess the feasibility of establishing such a lender for the T&C sector. Its feasibility will to a
large extent depend upon the following factors:
(i)

(ii)

(iii)

Stakeholder buy-in / trust: do T&C enterprises trust each other and the new institution, and are
they willing to cooperate for their greater good? In order for such an initiative to be a success, it is
critical that sector enterprises trust the institution and cooperate, and that the union is wellmanaged, perhaps with support from a development bank or IFI. A key roadblock could be the
weakness of existing deposit guarantees. While deposit insurance technically exists in Tajikistan,
most stakeholders do not trust that it is capable of performing its function in the event of a true
crisis. As such, a more explicit deposit guarantee from either the government or an IFI could help in
convincing members of the institution’s feasibility.
Asset base and financial demand: will the union be able to collect an amount of assets that can
meet members’ demand for financing? The lender would only function if its members have an
adequate amount of assets to deposit. In the absence of these assets, the lender could investigate
outside fundraising options (for example from the government, IFIs, DBs, or other interested
parties including buyers).
Legal framework: a new law on credit unions was recently adopted. Its adequacy must however be
assessed according to international best practices.

If the project led to the eventual establishment of a T&C credit union, it would have the following results:
a) Allow T&C enterprises to access credit where it has previously been denied;
b) Allow some T&C enterprises to access credit on more favorable terms (with regards to interest rates,
maturity, and collateral) than that which would otherwise be available;
c) Allow T&C enterprises to access a new range of financial tools and services that are more aligned with
their needs.
Expected activities
(1) Investigate the feasibility of establishing a credit union
(2) Raise awareness and build support for a specialized lender among stakeholders
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Should a credit union be deemed feasible, the project could initiate its establishment through the following
activities:
(1) If necessary, propose an enhanced deposit guarantee scheme in order to secure member trust in the
institution
(2) Formally establish the institution
(3) Train staff to effectively operate the institution and provide relevant services to members according to
international best practices. If possible, hand-holding and overall supervision could, at least at first, be
provided by a partner IFI.
(4) Train staff as trainers themselves, so that they can assist members in assessing their financial needs
and identifying appropriate solutions.
(5) Introduce a wide range of tools beneficial to the T&C sector. In addition to traditional loans, such
services might include warehouse financing, mutual guarantees, etc.
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5. LIST OF MEETINGS
Swiss Cooperation Office in Tajikistan: Ms. Nathalie Barbancho, Deputy Director; Ms. Malika Ibrohimova
Tojiksodirotbank: Mr. Kurbon Rahmatov, First Deputy
Tojprombank: Mr. Ziyoev J., Chairman
Agroinvestbank: Mr. Muhammadi Boboev, Managing Director of International Relations
National Bank of RT: Mr. Jamshed Yusufiyon, First Deputy Chairman
Ministry of Economic Development and Trade: Mr. Sodiq Huseinov, Head of Department of Real Sectors of
Economy
KFW: Ms. Kristin Laabs, Director KfW Office Dushanbe
EBRD: Mr. Richard Jones, Head of EBRD Dushanbe; Mr. Jamshed Rahmonberdiev
IFC: Mr. Christopher Miller, Head of IFC Dushanbe
OJSC “Nafisa”, Association of Light Industry: Mr.Abdullo Muhammadiev, Deputy Director
CJSC “Guliston”: Mr. Dilshod Begov, Director
“HIMA” LLC: Mr. Ismatullo Hayoev, General Director
OJSC “Dilorom”: Mr. Shovali Davlatov, General Director
OSJC “Eskhata Bank”: Mr. Nosir Oripov, Head of Credit Department
“Imon International” LLC MDO: Ms. Sanavbar Sharipova, General Director
“Arvand” LLC MDO: Mrs. Gulnora Yakoubova, Operational Director; Mr. Khurshed Abdulloev, Head of Khujand
branch
“Textile City” LLC: Mr. Mukim Negmatov, Business owner; Mr. Ismoil Kalandarov, General Director of “Nassojii
Khujand” LLC; Mr. A.Oripov, Deputy Director of “Textile City” LLC; Mr. Bakhtier Mukhiddinov, Deputy Director
of “Nekoo Khujand” LLC
“Lider” LLC: Mr. Saidamon Isomadinov, owner; Mr. Munir Sultonov, Director
“Firuz” LLC: Mr. Muzaffar Iskandarov, Owner; Ms. Saodat Mannonova, General Director
“Ortex” LLC: Mr. Abduroziq Oripov, General Director
“Spitamen Textile” LLC: Mr. Akbar Khakimov, Owner; Mr. Mirzokodir Bakaev, General Director
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