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FINANCIAL ANALYSIS 

A. Introduction  

1. The financial analysis addresses:1 (i) trends in the financing of the initial vocational 
education and training (IVET) and broader education sector; (ii) the fiscal impact and financial 
sustainability analysis, which considers the fiscal impact of the project and the government’s 
ability to cover the provision of counterpart funds, and the government’s ability to sustain financial 
support to the program; and (iii) results of the financial management assessment (FMA). 

B. Financing of Education and Initial Vocational Education and Training in Tajikistan 

2. Government expenditure. The Government of Tajikistan’s total annual expenditure on 
education increased by 63% from 2014 to 2018 from Tajikistan Somoni (TJS) 2,354 million to 
TJS3,827 million; government expenditure on IVET also increased by 63% from TJS38 million to 
TJS62 million over that period (Table 1). Education has accounted for 15.60% to 17.85% of total 
government expenditure during 2014 to 2018, while IVET has accounted for 0.25% to 0.30% of 
total expenditure; government expenditure on education equaled 5.16% to 5.90% of Tajikistan’s 
gross domestic product, with government expenditure on IVET equal to 0.08% to 0.10% of gross 
domestic product. 
 

Table 1: Education and Initial Vocational Education and Training Financing Trends in 
Tajikistan, 2014–2018 

Item 2014 2015 2016 2017 2018 

Government of Tajikistan expenditure      
Government expenditure on education (TJS million)a      2,354       2,539       3,140       3,611       3,827  
Government expenditure on IVET (TJS million)b           38            40            55            59            62  
Total government expenditure (TJS million)a    13,190     16,277     18,294     22,264     24,066  

GDP      
Tajikistan GDP, at current pricesa    45,607     48,409     54,479     61,198     68,844  

Calculated ratios      
Education expenditure as % of total government 
expenditure 

17.85% 15.60% 17.17% 16.22% 15.90% 

IVET expenditure as % of total government expenditure 0.29% 0.25% 0.30% 0.27% 0.26% 
Education expenditure as % of GDP 5.16% 5.25% 5.76% 5.90% 5.56% 
IVET expenditure as % of GDP 0.08% 0.08% 0.10% 0.10% 0.09% 

Annual growth rates      
Government expenditure on education 52.79% 7.88% 23.67% 14.97% 5.98% 
Government expenditure on IVET  n/a  6.63% 36.63% 7.08% 4.41% 
ADB = Asian Development Bank, GDP = gross domestic product, IVET = initial vocational education and training, 
TJS = Tajikistan Somoni, n/a = not available. 
a ADB’s Key Indicators for Asia and the Pacific 2019 
b Actual government annual expenditure on IVET, according to the Ministry of Labour, Migration and Employment. 
Sources: Asian Development Bank; and Ministry of Labour, Migration and Employment. 

 
1 The project is non-revenue-generating, and therefore the financial internal rate of return and weighted average cost 

of capital are not calculated. 

http://www.adb.org/Documents/RRPs/?id=51011-003-2
https://www.adb.org/publications/key-indicators-asia-and-pacific-2019
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3. Government expenditure on education has increased each year from 2014 to 2018; the 
average annual rate of increase was 21.06%, but annual increases ranged from 5.98% (2018) to 
23.67% (2016). Government expenditure on IVET has followed a similar pattern, with an average 
annual increase of 13.7%, and annual increases of 4.41% (2018) to 36.63% (2016). 

C. Fiscal Impact and Financial Sustainability 

4. Fiscal impact. The fiscal impact of the project is in Table 2. Project costs are expected to 
be incurred annually during 2020–2026 and total about $34 million.  

Table 2: Fiscal Impact 
Item 2020 2021 2022 2023 2024 2025 2026 
Government of 
Tajikistan expenditurea        
Total government 
expenditure (projected, $ 
million) 

  2,736.21    2,873.02    3,016.68    3,167.51    3,325.88    3,492.18    3,666.79  

State expenditure on 
education (projected, $ 
million) 

     435.07       456.82       479.66       503.65       528.83       555.27       583.03  

State expenditure on 
IVET (projected, $ 
million) 

         7.85           8.40           8.99           9.62         10.29         11.01         11.78  

MOLME government 
expenditure (projected, $ 
million) 

       13.24         14.17         15.16         16.22         17.36         18.57         19.87  

Project costb        
Total project cost ($ 
million)          0.41           1.23           5.65           6.16         13.98           6.05           1.18  

Counterpart funding ($ 
million)          0.01           0.16           0.44           0.45           1.42           0.57           0.10  

ADF grant + JFICT grant 
($ million)          0.40           1.07           5.20           5.71         12.57           5.47           1.08  

Calculated ratios        
Total project cost as a 
proportion of total 
government expenditure 
(%) 

0.02% 0.04% 0.19% 0.19% 0.42% 0.17% 0.03% 

Counterpart funding as a 
proportion of total 
government expenditure 
(%) 

0.00% 0.01% 0.01% 0.01% 0.04% 0.02% 0.00% 

ADF & JFICT grant as a 
proportion of total 
government expenditure 
(%) 

0.01% 0.04% 0.17% 0.18% 0.38% 0.16% 0.03% 

Total project cost as a 
proportion of total 
education expenditure 
(%) 

0.10% 0.27% 1.18% 1.22% 2.64% 1.09% 0.20% 

Counterpart funding as a 
proportion of total 
education expenditure 
(%) 

0.00% 0.03% 0.09% 0.09% 0.27% 0.10% 0.02% 

ADF & JFICT grant as a 
proportion of total 
education expenditure 
(%) 

0.09% 0.23% 1.08% 1.13% 2.38% 0.99% 0.18% 
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Item 2020 2021 2022 2023 2024 2025 2026 
Total project cost as a 
proportion of total IVET 
expenditure (%) 

5.28% 14.62% 62.81% 64.01% 135.87% 54.90% 9.98% 

Counterpart funding as a 
proportion of total IVET 
expenditure (%) 

0.18% 1.88% 4.93% 4.67% 13.78% 5.19% 0.85% 

ADF & JFICT grant as a 
proportion of total IVET 
expenditure (%) 

5.10% 12.74% 57.88% 59.34% 122.09% 49.71% 9.13% 

Total project cost as a 
proportion of total 
MOLME expenditure (%) 

3.13% 8.67% 37.25% 37.96% 80.57% 32.56% 5.92% 

Counterpart funding as a 
proportion of total 
MOLME expenditure (%) 

0.10% 1.12% 2.92% 2.77% 8.17% 3.08% 0.50% 

ADF & JFICT grant  as a 
proportion of total 
MOLME expenditure (%) 

3.02% 7.56% 34.32% 35.19% 72.40% 29.48% 5.42% 

ADF = Asian Development Fund, JFICT = Japan Fund for Information and Communication Technology, IVET = 
initial vocational education and training, MOLME = Ministry of Labour, Migration and Employment. 
a Overall government expenditure is projected to increase by 5% per year, and government expenditure for 
education and MOLME by 7% per year. 
b Annual project costs of the Skills and Employability Enhancement Project, based on cost estimates. 
Source: Asian Development Bank; and Ministry of Labour, Migration and Employment. 

 

5. The total annual project cost—comprising an Asian Development Fund grant, Japan Fund 
for Information and Communication Technology grant, and Government of Tajikistan counterpart 
funding—as a proportion of the government’s total annual expenditure increases from 0.01% in 
2020 to a maximum of 0.42% in 2024 before decreasing to 0.03% in 2026. As a percentage of 
the government’s total expenditure on education, it increases from 0.10% in 2020 to a maximum 
of 2.64% in 2024 before decreasing to 0.20% in 2026. The expected counterpart funds, as a 
percentage of total government expenditure, will increase from less than 0.01% in 2020 to a 
maximum of 0.04% in 2024 before decreasing to less than 0.01% in 2026. 

6. The impact of the project cost on the government’s total annual budget is not significant, 
and the financial analysis confirms that the government has adequate financial resources and will 
be able to fulfill its financial obligations under the project.  

7. Fiscal sustainability. The analysis shows that the government can cover the incremental 
annual recurrent and investment costs beyond the project implementation period. The 
sustainability analysis considered the impact of funding the salaries and operating costs of the 
job centers and migration service centers and of replacing major equipment for centers in the 
tenth year. The project is grant funded (para. 5), meaning there are no debt service requirements 
to consider. As a proportion of total government annual expenditure, annual recurrent and 
investment costs are 0.02% of the government expenditure during 2027–2032, increasing to 
0.06% in 2033 when major equipment will be replaced (Table 3). With respect to total annual 
expenditure on education, the proportion of annual recurrent and investment costs is significantly 
less than 1%. As a proportion of the Ministry of Labour, Migration and Employment (MOLME) 
expenditure, the proportion of annual recurrent and investment costs will decrease from 3.76% in 
2027 to 2.68% in 2032, before increasing to 9.28% in 2033 when major equipment is replaced. 

8. The government has committed to continue to operate and maintain the Job Centers and 
MSCs that were developed under the project after project completion. This is confirmed as part 
of the project assurances and covenants. 
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Table 3: Fiscal Sustainability 
Item 2027 2028 2029 2030 2031 2032 2033 
Incremental recurrent and 
investment costsa        
Annual incremental recurrent 
costs ($ million)b 0.80 0.80 0.80 0.80 0.80 0.80 0.80 

Investment ($ million)c 0.00 0.00 0.00 0.00 0.00 0.00 2.16 
Total recurrent costs and 
investment  ($ million) 0.80 0.80 0.80 0.80 0.80 0.80 2.96 

Government of Tajikistan 
expenditure        
Total government expenditure 
(projected, $ million) 3,850.13 4,042.63 4,244.77 4,457.00 4,679.85 4,913.85 5,159.54 

State expenditure on education 
(projected, $ million) 612.18 642.79 674.93 708.68 744.11 781.32 820.38 

State expenditure on IVET 
(projected, $ million) 12.61 13.49 14.44 15.45 16.53 17.68 18.92 

MOLME government expenditure 
(projected, $ million) 21.26 22.75 24.34 26.05 27.87 29.82 31.91 

Calculated ratios        
Recurrent and maintenance costs 
(% of total government 
expenditure)  

0.02% 0.02% 0.02% 0.02% 0.02% 0.02% 0.06% 

Recurrent and maintenance costs 
(% of education expenditure)  0.13% 0.12% 0.12% 0.11% 0.11% 0.10% 0.36% 

Recurrent and maintenance costs 
(% of IVET expenditure)  6.34% 5.93% 5.54% 5.18% 4.84% 4.52% 15.64% 

Recurrent and maintenance costs 
(% of MOLME expenditure)  3.76% 3.52% 3.29% 3.07% 2.87% 2.68% 9.28% 

IVET = initial vocational education and training; MOLME = Ministry of Labour, Migration and Employment. 
a Project funding is grant funded. There are no interest payments. 
b Salaries and operating costs of job centers and migration service centers. 
c Replacement of major items of equipment after 10 years. 
Source: Asian Development Bank; and Ministry of Labour, Migration, and Employment. 

D. Financial Management Assessment 
9. A financial management assessment (FMA) of the project was conducted in August 2019 
in accordance with Asian Development Bank’s (ADB’s) Guidelines for the Financial Management 
and Analysis of Projects2. The FMA considered MOLME as the proposed executing agency, with 
a project administration group established to ensure implementation of all project activities and 
take responsibility for project financial management. The purpose of the FMA was to review and 
assess the executing agency’s financial management, including financial reporting, accounting, 
auditing, internal control, disbursement, and cash flow management. The assessment included 
funds flow arrangements, staffing, accounting and financial reporting systems, financial 
information systems, and internal and external auditing arrangements. 

10. The assessed pre-mitigation financial management risk is substantial for the following 
reasons: (i) the accounting manual for the current project is not sufficiently clear and 
comprehensive, (ii) annual budgets are submitted to ADB after the start of the fiscal year, (iii) the 

 
2  ADB, 2005. Financial Management and Analysis of Projects. Manila 
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MOLME Internal Audit Department does not conduct internal audits of the current project3, and 
(iv) there is a lack of segregation of duties for the current accounting software.  

11. The risk will be mitigated with an action plan for the Skills and Employability Enhancement 
Project that includes the following measures: (i) a strengthened accounting manual will be written 
for the Skills and Employability Enhancement project, (ii) the project will submit annual budgets 
to ADB for no-objection before the end of the current year, (iii) the project will be included in 
MOLME Internal Audit Department annual plan and subject to internal audits each year, (iv) the 
accounting software will be networked with responsibilities divided between staff, and (v) short-
term international and national financial management specialists will be recruited to strengthen 
financial management and train project administration group staff. 

12. It is expected that upon satisfactory implementation of the financial management action 
plan, the financial management arrangements established for the project will be satisfactory. The 
project will be capable of accurately recording project transactions, producing periodic financial 
reports, and managing project funds. 

 

 

 

 
3  ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Loan, Grant, and 

Administration of Grant to the Republic of Tajikistan for the Strengthening Technical and Vocational Education and 
Training Project. Manila. 


