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Policy Brief  
Tajikistan: Public water expenditures and managing transition toward an 

Integrated Water Resource Management for sustainable water supply 

Tajikistan has made progress towards better water sector management important 

both for the economic growth of the country and the Central Asia region as a whole. 

Policy observations and recommendations presented below are based on the Water 

Sector Public Environment Expenditure Review (PEER) and highlight important 

directions of how Tajikistan could re-enforce improved service delivery and sector 

performance within existing fiscal space. 

Water endowments, and increasing pressure on water in Tajikistan 

Tajikistan has substantial water resources coming from a variety of sources, which 

provide water to the whole Central Asia region. As such, integrated water resources 

management (IWRM) is a central element of new water policy adopted at the end 

of 2015. Tajikistan has also been a major player in global water policy, hosting the 

International Decade for Action “Water for Life” conference in 2015. Indeed, water 

plays a significant part in social and economic activity in Tajikistan. The economy is 

reliant on water for hydropower generation (which is planned to be exported in 

larger quantities), agriculture (both for domestic food security and for export), 

drinking water and sanitation. However, water supplies are under increasing 

pressure, and the country faces a number of challenges. Climate change is already 

having an impact in Tajikistan causing substantial financial damage. Taken together, 

the total damage during 1997-2014 has already cost an equivalent of total spending 

on Water Resource Management (WRM) during 2007-2014.  Declining water 

availability poses a threat to energy security and to industrial and agricultural 

production. Population growth of 2.5% per annum puts a further strain on water 

resources, while water losses are increasing. Weak drainage infrastructure is 

contributing to land degradation reducing the supply of arable land. A reduction in 

water resources poses a threat to (already strained) transboundary management in 

the region. 

Attained MDG water goals – SDGs are a challenge 
 

WRM in Tajikistan has undergone substantial transition in the last 25 years. 

Tajikistan was successfully met the 2015 Millennium Development Goal (MDG) 

target for drinking water access improvement, but many still lack access. Despite 

increasing funding and reforms in Water Supply and Sanitation (WSS), currently 

around 40% of the population do not have access to safe water, and the figure is 

much higher in rural areas where access levels are estimated to be less than 50%. 
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 Water sectors have been largely 

neglected as a public expenditure 

destination. Public funding has to 

respond to mounting needs of 

the sector, especially in rural 

areas.  

 Water sectors have increasingly 

been reliant on external funding 

to improve service delivery – a 

trend that would be hard to 

sustain without improving sector 

governance, transparency and 

accountability.  

 Ongoing institutional and policy 

reforms have led to some 

marginal performance 

improvements but reaching 

universal access to water remains 

daunting without improving 

expenditure efficiency. 

 As Tajikistan moves toward 

IWRM, there is room to increase 

public funding within existing 

fiscal space, especially in the face 

of challenges like climate change 

and transboundary water 

management. 

 Focus on tariffs, cross-

subsidization, revenue 

transparency and royalties, 

ownership and quality of service 

delivery within mid-term 

expenditure framework (MTEF) in 

the sector is a must. 

 



 

  

Access to safe sanitation is considerably lower covering 

only about 23% of the population and access is less than 

5% in rural areas. Considerable investment will be 

required to meet the Sustainable Development Goals 

(SDG) for water and sanitation. Under Goal 6, the country 

is required to provide access to water and sanitation for 

all by 2030 that would require substantial additional 

resources. At least seven other SDGs are linked with 

WRM, which adds another level of complexity.  

Irrigated agriculture, linked to a number of other SDGs 

chiefly on hunger, infrastructure, jobs and sustainable 

communities, is the largest consumer of water by far, 

accounting for over 90% of water use. Since 

independence, large farms were replaced by hundreds of 

small-scale farmers that need to share use and 

maintenance of large irrigation structures. Much of the 

infrastructure is now in a dire state of disrepair and 

investment is urgently needed. Poor land irrigation and 

drainage, and deterioration of infrastructure are major 

constraints to agricultural production, and have reduced 

the area of agricultural production.  

EXISTING RESOURCE ENVELOPE IN WATER SECTORS 

Water infrastructure in dire state  

If not for donor support for water sectors in Tajikistan, 

little infrastructure would have been rehabilitated. Both 

sectors were severely underfunded ever since the 

collapse of the Soviet Union. While spending has 

increased recently and there is a huge financing need 

that outweighs current funding sources. Water PEER 

explored the budgetary allocations and processes for 

WSS via the state unitary enterprise water utility, KMK, 

and irrigation and drainage, via the state land 

reclamation and irrigation agency, ALRI. Overall, annual 

spending on water has doubled since 2007 reaching 316 

mln TJS (US$ 40 mln) in 2014, of which about 81 mln TJS 

was spent on irrigation and 47 mln TJS on WSS. The 

remaining 188 mln TJS came from external sources via 

the Public Investment Program (PIP), i.e. donor funded 

projects. Overall, annual spending on water has doubled 

since 2007 reaching 316 mln TJS (US$ 40 mln) in 2014, of 

which about 81 mln TJS was spent on irrigation and 47 

mln TJS on WSS. 

The remaining 188 mln TJS came from external sources via 

the Public Investment Program (PIP), i.e. donor funded 

projects. The share from local budgets has declined 

considerably and the contribution of donors has increased 

from 11% of sector funding in 2007 to 62% in 2014.  

Tajikistan: Total water sector expenditures, mln TJS 

. 

Source: Authors’ calculations using Ministry of Finance data 

Expenditures are centralized, marginal involvement of local 

governments  

Most of the water sector funding now comes from the 

republican budget with only a small proportion from the local 

budget. The republican budget is the most significant source 

of funding in both sub-sectors but mainly covers salaries, 

operational expenditures, water subsidies and, to some 

extent, capital expenditures. Donor spending in both sub-

sectors has increased substantially in the past 5 years and 

now accounts for the lion’s share of the total spending.  

Tajikistan: Who pays for water? 

 

 

 

 

 

 

Source: Ministry of Finance and authors calculations 
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Tajikistan: Source of funding in water sectors 

 

 

 

 

 

 

User fees are large funding source, non-payment halts 
expansion and quality of service delivery 

ALRI receives income from user fees paid by the WUAs, 
making up the majority of ALRI income, although this share 
has declined from 85% in 2008 to around 60% in 2015. The 
gap has been bridged with an increase in republican 
budget funding. User fee collection rates vary by regions. 
The national average was around 69% in 2015 but this 
ranged from 98% in GBAO to 49% in Khatlon (Kulyab). For 
KMK, tariffs increased but remain below cost recovery 
levels. Collection rates are much higher than for irrigation. 
Debts have accumulated with growing levels of unpaid bills 
by WUAs in irrigation. Debts are also accumulating in 
drinking water, especially for the state-funded institutions. 
Reasons for non-payment range from pure unwillingness 
to pay to poor quality of service irrigation, to under-
budgeting for drinking water during budget preparation. 

Policy Issues 

There is scope for increasing efficiency in billing and 
collection of fees in both irrigation and in WSS. However, 
although fees are relatively low, the scope for raising tariffs 
is limited due political sensitivities and low levels of 
satisfaction with both services. As a result, fee increases 
need to be associated with service improvements.  
Drinking water revenue could be increased with more 
volumetric pricing with water meters.  Greater efforts are 
needed to increase payment rates from government 
organizations along with sufficient budget 
planning/allocation for drinking water consumed by the 
state agencies.  

The scale of income needed to get the sector onto a 
sustainable path is extensive. A push to overcome the 
hurdle of ancient dilapidated infrastructure could set the 
sector on a financially sustainable path. The government 
does not have resources on such a scale. Donors have been 
accounting for a growing proportions of sector funding 

providing over 60% of finance in 2015. 
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While support has increased, global international financial 
pressures may limit the scope for greater donor funds. In 
order to sustain at least similar level of donor funding, 
water sectors expenditure, revenues and performance 
need to be exhibit greater transparency and accountability.  

Better managed and designed tax and royalty systems in 
water sectors have the capacity to increase investment in 
water infrastructure  

Both ALRI and KMK are recipients of tax revenue via 
government spending and are must pay taxes. ALRI, which 
is in dire need of funds for investment, has had to pay 
nearly US$ 1 mln in fines and penalties in respect of tax 
obligations. Consideration should be given to tax 
concessions for both organizations provided resources are 
being diverted back to the water sectors.  

Similarly, as water royalties represent a significant 
amount, water royalty framework could further be 
streamlined and specific sub-sector guidelines could be 
issued to serve two main points: (i) ensure stable taxable 
base; (ii) consider potential ring-fencing of this tax 
revenues in order to be re-invested in the WRM sectors 
(irrigation, WSS, drainage, climate change etc.) within 
existing revenue envelope. 

 Expenditure Allocation 

Public expenditures in water sectors will likely remain 
low given dependency on donor funding 

The resources allocated to water are low, totaling around 
1% of government spending in 2014 (without PIP), which is 
roughly the same as a 5-year average (2009-2014). This is 
less than spending on culture and slightly above the lowest 
category of public expenditures (mining/industry). This is 
an indication that the low level of funding allocated does 
not reflect the emphasis given to water in government 
strategy documents, and that public funding of these 
sectors must improve to be compatible with other sectors. 

Tajikistan: Sectoral spending (2014, mln TJS) 

 

Source: Ministry of Finance and authors estimations 

 



 

 

 

Great differences in public funding between sub-sectors, 
and urban-rural and regional spending  

In contrast to pre-2009, during the last 5 years more public 
expenditures are being spent on irrigation, given needs 
and urgency. Surprisingly, given Tajikistan’s fiscal space, 
almost 2/3 of total public expenditures in water sectors are 
capital expenditures. There are also substantial variations 
in regional allocation of capital expenditures and amount 
of subsidies (normalized for the size of provinces). Urban-
rural spending divide is particularly evident with rural 
water spending almost non-existent. Within recurrent 
expenditures, salaries, goods/services, and repairs account 
for the largest share of total expenditures.  

Tajikistan: Capital vs recurrent expenditures in water 

 

Source: Ministry of Finance and authors calculations 

Policy Issues 

The government needs to consciously review its spending 

water sector envelope and seek spending efficiencies and 

increase budget allocations to water, particularly to water 

and sanitation in rural areas. Drinking Water Improvement 

Program (2008-2020) envisaged a rather low level of 

funding and even with such a low level of funding has been 

implemented at around 30% of total planned 

expenditures. Government spending has to prioritize the 

most deprived areas by way of revisiting the issue of water 

subsidies and exploring the ways to monetize subsidies. 

Currently spending by WSS is predominantly in urban areas 

while the greatest need is in rural areas. Better sector fiscal 

planning through adoption of the MTEF in the sector will 

go a long way to better plan and account for sector 

revenues and expenditures. 
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Tajikistan already accumulated almost 10 years 
developing sectoral MTEF, yet really need to build 
capacity, streamline roles and budget processes, and 
strengthen accountability and lay needed foundations for 
the MTEF to be an effective instrument. Better, and more 
transparent preparation of investment projects (including 
evaluation and co-funding) needs to be introduced if 
Tajikistan is to continue attract concessional funding for 
water related projects. Overall, revising Water Code to 
allow for innovative business models in water to take off 
in Tajikistan, like Private-Public Partnership, concessions 
and private ownership, may help bring additional funding 
to the sectors.   

Institutional reforms 

Institutional changes in water sector create marginal 
improvements in performance – reform strategy has 
brought clarity and predictability. The water sector has 
been through extensive reforms since independence as 
part of the major transition in reorganizing the 
institutional structure towards market oriented 
operation. In 2013, the Ministry of Energy and Water 
Recourses (MEWR) was established to consolidate 
responsibility for water and energy. The Agency for Land 
Reclamation and Irrigation (ALRI) which is responsible for 
irrigation and drainage in Tajikistan was set up in 2013. 
SUE "KMK" was set up to develop coordinate and 
implement policy for housing and communal services in 
2001. KMK is responsible for drinking water supply and 
sanitation and in 2012 took on responsibility for rural 
water.  

These three key agencies which are central to water 
resources management are only recently established or 
have recently had their remit greatly extended. The sector 
is about to undergo a further restructuring in WRM with 
the introduction of River Basin Councils (RBCs) as part of 
transition to an IWRM system. These changes are yet to 
have an impact on public expenditures and while donors 
have agreed to fund RBC in the short-term, the 
government and donors need to think about longer term 
sustainability of new structures, and how they will be 
funded and interact with the core sectoral authorities like 
MEWR, KMK and ALRI. The number of indirect players 
active in WRM is very high and activity is not well 
coordinated. It is only within national policy dialogues and 
broad Public Finance Management (PFM) reform 
facilitated by the donors, UNDP, and key international 
financial institutions, that Tajikistan has started to see 
some broad-based consultations and coordination, which 
has already lead to a tangible result both at the sector 
level and at the PFM.  
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Policy Issues 

The sector has recently gone through extensive 
restructuring and more changes will be implemented. 
Clear legal and institutional structures are critical for 
ensuring that the water policy objectives are met. The 
division of responsibilities between the different agencies 
and local authorities is not clear.  

There is a risk that boundaries of responsibilities will not 
be clear enough. The PEER highlights blurred boundaries in 
the functions of government and the water sector 
agencies. Clear delineation of responsibilities and 
coordination with local government is essential. There is 
scope to coordinate with KMK and ALRI at the local level to 
avoid duplication and maximize use of limited resources. 
The implementation of the new water sector strategy is 
expected to facilitate such coordination.  

Attention is needed to issues of centralization and 
decentralization to boost local level organizations role in 
policy making and to ensure that local level organizations 
are sufficiently resourced to carry out their functions. The 
role of the newly created Local development agency will 
be very critical in this regard.  

Budgetary processes 

Comprehensive PFM reforms brought tangible results 
from which water sectors may benefit, specifically in 
lessons learned from other sectoral pilots, specifically with 
implementing sector MTEF. However, challenges still 
remain how best to introduce this useful mid-term 
planning tool to a complex and diverse sector like water.  

Tajikistan has been through numerous reforms to improve 
PFM management in the last 15 years. Comprehensive 
PFM reform and systems/processes were introduced to 
strengthen coordination between national planning and 
broader development strategies and to increase 
transparency in the budgetary process. However, 
budgeting still places emphasis on previous budgets and 
little attention is devoted examining and evaluating budget 
outcomes. 

Policy issues 

Greater transparency is needed in the budgetary process. 
Media and civil society should be able to observe 
budgetary allocations thereby increasing scrutiny on 
efficiency and effectiveness of expenditure, especially in 
sensitive sectors like water.  

 

There needs to be more ex-post evaluation of budget 
allocations with monitoring of disbursements built into the 
budgetary process.  

Greater coordination of budgetary planning across the 
sector is needed to link donor with government spending 
and capital with recurrent budgets.  

Institutional capacity 

Activities in the sector are limited by weak capacity in 
government departments, local government and at the 
level of the WUA/local KMK branches. Overall planning, 
budgeting and expenditure tracking/analysis capacity is 
weak. Advanced essential sector capabilities like 
procurement, project prioritization feasibility studies and 
cost-benefit analysis are severely constrained and limited 
to project implementation units under projects supported 
by donors. Capacity to tackle growing water related specific 
issues like climate change, transboundary water 
management, investment project development, water and 
poverty is also virtually non-existent if not for donor 
supported projects.  

Policy issues 

Central government capacity in water sector related 
activities such as linking strategies and budgeting, 
expenditure planning and investment needs analysis needs 
to be strengthened. Government agencies need to be able 
to attract and retain qualified staff.  

Greater capacity is also needed at the regional and district 
level and this can be achieved with specific training for 
project teams for WSS and irrigation.  

WUAs also need support (such as with infrastructure 
maintenance and with training in financial management) if 
they are to be effective in managing rural infrastructure and 
providing a revenue base for sustainable financing of ALRI. 

Finally, creating a one-stop shop, i.e. Water Sector 
Resource Center under the National Water Council, and 
development of use-friendly mapping of water related 
projects that will include all water related data (both 
qualitative and quantitative), will help better 
inform/coordinate both the decision makers and potential 
donors.  
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