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I. THE PROPOSAL 
 
1. I submit for your approval the following report and recommendation on a proposed policy-
based grant to the Republic of Tajikistan for subprogram 2 of the Finance Sector and Fiscal 
Management Improvement Program. 

2. The program continues to support the implementation of reforms in the National 
Development Strategy of the Republic of Tajikistan for the Period up to 2030 (NDS 2030) and its 
overarching objective of improving the standard of living by transitioning the economy toward 
industrial growth supported by investment in knowledge and innovation.1  The program is a 
milestone in the NDS 2030, connecting past reform support by the Asian Development Bank 
(ADB) to Tajikistan for improving banking sector stability, finance sector oversight and 
development, and fiscal management. Tajikistan is recovering from the impact of the coronavirus 
disease (COVID-19) pandemic, which caused severe economic and employment contraction and 
fiscal difficulties from about April 2020. Personal consumption dependent on the volume of 
remittances, and overall investment and growth are constrained by the turmoil in neighboring 
Afghanistan and the contraction of the Russian Federation economy because of foreign sanctions 
imposed over the Russian invasion of Ukraine. Potential COVID-19 flare-ups, regional security 
risks, and slow progress in structural reforms further undermine the economic outlook. To help 
mitigate the impact of these emerging challenges on overall reform progress, the program has 
been strengthened to ensure that the government stays on course by (i) insulating the originally 
planned and needed medium-term reform efforts from the effects of the various crises; and (ii) 
adding urgent reforms to improve governance and fiscal management, including public debt 
management and tax reforms, which are crucial enablers of the original medium-term reform 
agenda. 

II. PROGRAM AND RATIONALE 

A. Background and Development Constraints 

3. Programmatic approach. In December 2020, the ADB Board of Directors approved the 
programmatic approach and a $50 million grant for subprogram 1 for the Financial Sector and 
Fiscal Management Improvement Program.2 Through 12 policy actions, subprogram 1 helped the 
government (i) build the foundation for policy and institutional reforms focused on formulating 
sector policy and guidelines; and (ii) change the institutional structure, leading to subsequent 
reforms to stabilize the banking sector, develop the finance sector, and improve fiscal 
management (paras. 14, 16, and 18). Building on the achievements of subprogram 1, subprogram 
2 aims to increase private sector confidence in and strengthen the finance sector, which is 
expected to attract more private investment. 

4. Macroeconomic management. Tajikistan had been recovering rapidly from the 
economic shock resulting from the pandemic, but the Russian invasion of Ukraine is worsening 
the country’s socioeconomic outlook. Gross domestic product (GDP) growth is projected to 
decelerate to 4.0% in 2022 and to 5.0% in 2023, down from 9.2% in 2021. Current account deficits 
will materialize in 2022 and 2023 as trade is disrupted, and remittances are expected to plunge 
by almost 25% from $2.25 billion in 2021 to $1.69 billion in 2022. The key transmission 
mechanisms include a sharp reduction in remittances, higher inflation, higher fiscal stress, and 

 
1 Government of Tajikistan. 2016. National Development Strategy of the Republic of Tajikistan for the Period up to 

2030. Dushanbe. 
2 ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 

Approach and Policy-Based Grant for Subprogram 1 to the Republic of Tajikistan for the Financial Sector and Fiscal 
Management Improvement Program. Manila. 

https://www.adb.org/projects/documents/taj-56147-001-rrp
https://www.adb.org/projects/documents/taj-56147-001-rrp
https://www.adb.org/projects/documents/taj-56147-001-rrp
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slowdowns in the retail and finance industries. Unemployment and poverty are expected to rise, 
particularly among women, because of lower external and domestic demand, and purchasing 
power is expected to sink because of higher inflation. While public investment has been the main 
source of capital formation, the share of private investment has been extremely low at 3%–4% of 
GDP,3 much lower than that of regional comparators. Inflation averaged 8.3% by the end of June 
2022, above the midpoint of the target range of 4.0%–8.0% of the National Bank of Tajikistan 
(NBT).4 Inflation is projected to reach 10% by the end of 2022, reflecting higher prices for fuel and 
imported food, more consumer lending, pressure on the somoni from a fluctuating ruble, and an 
increase in public salaries and pensions. 

5. Fiscal policy has been less expansionary, with the deficit more than halving from 4.4% of 
GDP in 2020 to 2.0% in 2021, despite continued spending to maintain social protection, tighten 
border security, support disaster risk mitigation, and continue outlays to construct the Rogun 
Hydropower Project.5 The Russian invasion of Ukraine is causing domestic consumption and 
imports to decline, and total tax revenues are projected to drop by 15.1% throughout 2022, 
resulting in the narrowing of fiscal space. At the end of 2021, the government forecast the 2022 
budget deficit to be 2.5% of GDP, but revised its projection in May 2022 to reach 3.5% of GDP by 
end 2022. 6  The government rationalized capital expenditures and reallocated budget 
expenditures toward urgent countercyclical measures in the revised 2022 budget. The banking 
system has become more stable since two long-insolvent banks were closed.7 However, post-
pandemic recovery will be hampered by geopolitical tensions. Government reform measures and 
emergency assistance from development partners, however, will help partially mitigate 
weaknesses, keeping growth positive in 2022. ADB assesses the overall medium-term direction 
of macroeconomic conditions and macroeconomic policies is deemed satisfactory. 

6. Debt sustainability and public debt management. The Debt Sustainability Analysis of 
the International Monetary Fund (IMF) indicates that Tajikistan’s debt is assessed as sustainable, 
but that the country has a high risk of debt distress.8 Debt servicing cost rose from 8.6% of total 
government revenues in 2015 to 17.9% in 2019 before descending to 10.0% in 2020 and to 11.3% 
in 2021. With the government committed to avoid non-concessional borrowing and to meet fiscal 
deficit targets of 2.5% of GDP in 2022 and 2023, the amount of public and publicly guaranteed 
external debt remained unchanged in absolute terms but fell from 43.5% of GDP in 2020 to 39.1% 
in 2021 as GDP grew and is on track to fall below 35.0% by 2026. Because the government 
adheres to fiscal discipline, total public debt fell from 50.1% of GDP at the end of 2020 to 45.1% 
in 2021 and is projected to decline to 39.8% in 2026 (footnote 8). However, under the baseline 
debt sustainability analysis scenario, Tajikistan’s external debt service-to-exports ratio breaches 
its sustainability threshold at Eurobond repayment dates in 2025–2027, contributing to a higher 
external risk rating.9 Further the IMF’s Rapid Credit Facility will be repaid from June 2025 to June 

 
3 G. Gyulumyan. 2019. Tajikistan Country Economic Memorandum: Nurturing Tajikistan’s Growth Potential. 

Washington, DC. This report partly reflects the dominance of state-owned enterprises (SOEs) in many economic 
sectors and the crowding out of private businesses. SOEs’ assets are estimated to account for nearly 50% of GDP. 

4  ADB. 2022. Asian Development Outlook 2022 Update: Entrepreneurship in the Digital Age. Manila. 
5 Construction of the 3,780-megawatt dam started in 1976 and is expected to be completed by about 2030 at an 

estimated cost of about $4.8 billion (59% of 2020 GDP). However, future financing, final costs, and revenue flows 
are highly uncertain. 

6 Estimated by the Ministry of Finance (MOF), Government of Tajikistan. 2022. Unpublished. Dushanbe. 
7 The government bailed out two long-insolvent banks in 2016 through recapitalization, which was part of the reform 

discussions with the International Monetary Fund. Liquidation of these two banks were stymied by negative overall 
public perception of banks, concern over potential fiscal impact, monetary policy implications, and moral hazard. 

8 IMF. 2022. Republic of Tajikistan Staff Report for the 2021 Article IV Consultation. Washington, DC. 
9 Tajikistan's sovereign credit rating is B3–Stability by Moody's and B–Stable outlook by Standard & Poor’s. Eurobond 

principal will be repaid in three equal installments from 2025 to 2027. The IMF’s Rapid Credit Facility will be repaid 
from June 2025 to June 2030. These repayments would breach the debt service-to-export threshold. 

https://openknowledge.worldbank.org/handle/10986/31936
https://www.adb.org/publications/asian-development-outlook-2022-update
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2030 which adds to the debt burden. Vulnerabilities have increased as higher fiscal outlays, crisis 
mitigation planning because of effects of the Russian invasion of Ukraine, residual bank resolution 
costs, and state-owned enterprise (SOE)–related contingent liabilities could increase public debt 
over the medium-term. The government has worked to improve public debt management by 
establishing targets and ranges for key risk indicators, desired currency composition, and duration 
and maturity structures. The government made the debt strategy public, which helps increase the 
predictability and transparency of debt management operations and reduce investor uncertainty.10 

7. Low confidence in the banking system. Better access to finance is an effective 
mechanism for investment, job creation, and poverty reduction. Trust in the banking system must 
be further strengthened, as evidenced by low deposit penetration, the predominance of short loan 
tenors, and an impaired financial safety net. The fundamental concerns in the banking system 
include lending concentrations, excessive insider lending, and extensive lending to related parties 
by the major state-owned banks, often with insufficient collateral and under dubious governance 
conditions. The situation has resulted in extremely high average nonperforming loans (NPLs) 
across the sector.11 The banking system is burdened by a high-cost structure because of its small-
scale and continuing currency depreciations (the somoni rate to the dollar declined from TJS6.3 
on 30 June 2015 to TJS10.26 on 9 August 2022). The deposit-to-GDP ratio has remained low at 
under 10% since 2013.12 While two-thirds of remittances are transferred through the formal 
financial system, they are rarely retained as deposits. 13  Deposits are dominated by foreign 
currency and are of short tenor, with only 37.7% exceeding 1-year maturity, impairing banks’ 
ability to rely on them as a significant source for making long-term loans. The Individuals Deposits 
Insurance Fund (IDIF) covers individual holders of deposits at 21 microcredit deposit 
organizations and 16 banks, but protection applies only to individuals, not to enterprises, and the 
level of overall protection remains low, equal to TJS29,000 ($2,826.5) for deposits in local 
currency and TJS23,000 ($2,241) in foreign currency.14 The revoking of the licenses of two long-
insolvent banks on 21 May 2021 required the IDIF to pay out a total of $17.7 million–$19.4 million 
to 33,200 depositors (footnote 7). Current IDIF assets are sufficient to cover a moderate future 
liquidation-related payout event, but the resources of the IDIF would be impaired in a crisis and 
the agency is authorized to invest only in government securities issued at an annual interest rate 
of 0.99%. While a backstop funding mechanism has been put in place with the Ministry of Finance 
(MOF), revising the IDIF’s investment strategy would help strengthen reserves over the medium-
term. 

8. Weaknesses in finance sector oversight and development. The NBT is responsible 
for supervising the finance sector, overseeing financial stability, and conducting macroprudential 
policy. While financial system oversight has evolved positively, the NBT’s institutional framework, 
macroprudential surveillance, analysis, and policy tools need improvement. Insurance regulation 
does not fully comply with international standards, and capital requirements for private insurers 
are extremely low. The regulatory mechanism for Islamic and traditional banks is designed to 
provide generally equitable conditions. However, the law and regulations on Islamic banking have 
shortcomings, hindering the development of Islamic finance. 
 

 
10 Sound public debt management is essential to achieving macroeconomic stability, avoiding unsustainable deficits, 

and maintaining awareness of key fiscal risks. 
11 The NPLs reached 47.6% of all loans at the end of 2016. The two long-insolvent state-owned banks accounted for 

98% of all NPLs. Improved bank supervision and closure of the banks led to a significant reduction in average NPLs 
to 13.7% as of the end of 2021. 

12 IMF. 2021. The Challenges of the Tajik Banking Sector. Washington, DC. 
13 D. Grigorian and M. Kryshko. 2017. Deposit Insurance, Remittances, and Dollarization: Survey-Based Evidence from 

a Top Remittance-Receiving Country. IMF Working Paper Series. No. 132. IMF eLibrary. 
14 Individuals hold only 49.7% of the deposit base; legal entities hold the rest. 

file:///C:/Users/evago/Downloads/%5bIMF%20Staff%20Country%20Reports%5d%20Republic%20of%20Tajikistan_%20Selected%20Issues.pdf
https://www.elibrary.imf.org/view/journals/001/2017/132/001.2017.issue-132-en.xml
https://www.elibrary.imf.org/view/journals/001/2017/132/001.2017.issue-132-en.xml
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9. Underdeveloped capital markets. The capital market is limited to a small government 
debt market, in addition to the NBT’s open market operations, comprising only 91-day treasury 
bills yielding 0.99%. The auction has only two participants: the state-owned banks and the IDIF. 
A robust, commercially attractive government securities market, secondary trading in government 
securities, and the introduction of longer-term benchmark securities are needed for capital 
markets to become an important source of government borrowing. The absence of attractive, 
longer-term, market rate–based government securities prevents the development of a benchmark 
yield curve and growth of private sector debt issuance as an alternative means of borrowing by 
private legal entities. Although the private Central Asian Stock Exchange was established in 
October 2015, market activities are limited because not all companies in Tajikistan have audited 
financial statements as required for listing, and investors do not find securities denominated by 
local currency attractive because of anticipated currency depreciation. Deepening domestic 
capital markets would expand the channels for the private sector to access capital. 

10. Weak fiscal management. Improved fiscal management and more efficient public 
expenditure on productive economic infrastructure and services can help catalyze private 
investment and increase economic growth. The 2021 Public Expenditure and Financial 
Accountability (PEFA) assessment identified certain weak areas, including public debt 
management, public investment management, public asset management, strategic allocation of 
resources, external scrutiny and oversight of the budget process, and effectiveness of service 
delivery. The government has been implementing the Tajikistan Public Financial Management 
Reform Strategy 2019–2030, which addresses several constraints, including (i) the lack of an 
effective medium-term budget plan; (ii) limited budget transparency; and (iii) an inadequate 
financial reporting system for SOEs, particularly with regard to the treatment of their debts and 
the associated fiscal risks.15 The government aims to fully roll out its medium-term expenditure 
framework (MTEF) to ensure that the budget reflects social and economic priorities, increases 
transparency, and strengthens program budgeting that covers climate change and gender 
elements. Climate change poses a significant risk to fiscal sustainability, including economic 
recovery from exogeneous shocks, so climate-responsive budget planning and domestic revenue 
initiatives will make available the required resources for investment in climate actions. Women 
entrepreneurs suffer discrimination at many levels, including in property ownership and access to 
finance. While the government allocated funds to businesswomen to cofinance their investments, 
it needs to increase the amount to have a more substantial impact. The Tajikistan Public Sector 
Accounting Standards, which are based on full accrual International Public Sector Accounting 
Standards, are planned to be fully rolled out by 2025. Extensive recourse to fiscal resources by 
SOEs and deterioration of their financial performance across the board have undermined public 
and external debt sustainability. The government is developing a strategy for managing the fiscal 
risks from SOEs over 2022–2026. The strategy focuses on large SOEs and other risks emerging 
from contingent liabilities and other sources. 

11. Unclear and distortive tax system. Tajikistan has made incremental improvement in its 
tax efforts since 2000 when the tax revenue-to-GDP ratio stood at 13%. Over 2 decades, the ratio 
increased steadily to reach 20.6% in 2018 and slightly declined to 20.3% in 2021 (footnote 8). 
However, the levels of economic activity and tax revenue are extremely low in absolute terms and 
insufficient to support the government’s development agenda. Unclear taxation of certain financial 
services, such as insurance premiums and Islamic finance services, significantly affects their 
viability. The government has made tax reform a priority, reflecting the increasing importance of 
improving the business and investment climate and making the economy more competitive. 

 
15 Government of Tajikistan. 2019. Public Financial Management Reform Strategy, 2019–2030. Dushanbe. 
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12. Alignment with government reform agenda and ADB strategic engagement. The 
program was developed in conformity with the NDS 2030 and is aligned with ADB’s Strategy 
2030, including operational priorities on addressing remaining poverty and reducing inequalities; 
accelerating progress in gender equality; tackling climate change, building climate and disaster 
resilience, and enhancing environmental sustainability; and strengthening governance and 
institutional capacity.16 The program is consistent with ADB’s country partnership strategy for 
Tajikistan, 2021–2025,17 and was prepared using ADB’s technical assistance (TA) for Preparing 
the Financial Sector and Fiscal Management Improvement Program.18 

B. Policy Reform, ADB’s Value Addition, and Sustainability 

13. Policy reform. The indicative policy matrix for subprogram 2 proposed during approval of 
subprogram 1 included 19 policy reform actions. Subprogram 2’s reform actions were 
consolidated and strengthened to enhance the program’s relevance to Tajikistan’s dynamic 
macroeconomic context and policy environment, and to better reflect the government’s 
commitment to developing the finance sector and improving fiscal management. The 19 indicative 
policy reform actions were consolidated into 11 reform actions for clarity, based on their aligned 
objectives. The consolidation of reforms did not have any material impact on program outcomes 
or objectives. One original reform action out of the 19—on piloting the auction of government 
bonds under market-determined conditions—cannot be achieved in 2022 because of uncertain 
market conditions and reduced budget resources to fund its implementation. Nonetheless, the 
action was included in the post-program partnership framework (P3F), and it was replaced with a 
related and essential legal reform in subprogram 2, which will allow the pilot to be conducted. A 
reform action was introduced to support women’s entrepreneurship. The policy matrix for 
subprogram 2 now comprises 12 prior reform actions. The proposed changes remain fully aligned 
with the original program outcome (improved efficiency of public and private resources) and the 
original logical framework for the program as outlined in the design and monitoring framework for 
subprogram 1. All actions under subprogram 2 have been completed and verified. 

14. Reform area 1: Banking sector stability enhanced. The actions under this reform area 
aim to enhance banking sector stability and public confidence in the financial system. Under 
subprogram 1, the government (i) adopted a temporary measure to help the IDIF fund payouts to 
depositors in the event of insolvency of an insured financial institution; (ii) improved the ability of 
the NBT to monitor and manage financial stability and banking sector soundness; and (iii) 
increased the capacity of the NBT to measure and manage credit risks in financial institutions, 
including lending to SOEs. 

15. Under subprogram 2, to further ensure the ability of the IDIF to fund payouts to depositors 
in the event of a bank’s insolvency and strengthen its resilience, a formal backup funding 
arrangement with the MOF and IDIF was framed to ensure that sufficient resources are available 
for a potential pay out to insured depositors, a framework for the IDIF to liquidate the banks’ assets 
established, and the IDIF granted a license to be a professional participant in the securities 
market. To stabilize the banking sector and bolster public confidence in the financial system, the 
licenses of two long-insolvent banks were revoked, and the IDIF paid out their insured deposits 
(footnote 7). The IDIF became more financially stable by increasing the scope and coverage of 
deposit insurance, introducing a fair premium rate, and improving the payout process and the 
expanded investment policy. The NBT improved its ability to monitor and manage financial 

 
16 ADB. 2018. Strategy 2030. Manila. 
17 ADB. 2021. Country Partnership Strategy: Tajikistan, 2021–2025—Improving the Quality of Growth. Manila. 
18 ADB. 2019. Technical Assistance to the Republic of Tajikistan for Preparing the Financial Sector and Fiscal 

Management Improvement Program. Manila. 

https://www.adb.org/sites/default/files/institutional-document/435391/strategy-2030-main-document.pdf
https://www.adb.org/documents/tajikistan-country-partnership-strategy-2021-2025
https://www.adb.org/projects/51066-002/main
https://www.adb.org/projects/51066-002/main
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stability and banking sector soundness by using macroprudential policy tools, mandating banks 
and microfinance institutions to report monthly client account data, and guiding banks to improve 
their control over sector exposures (including SOE lending) by imposing limits on related party 
lending.19 

16. Reform area 2: Enabling environment for finance sector development improved. The 
actions under this reform area aim to boost the progress of the nonbanking finance sector, 
including by developing the capital market, increasing competition, and expanding gender 
inclusiveness. Under subprogram 1, the government (i) strengthened the scope for finance sector 
development, (ii) increased the competitiveness of Islamic finance and the growth potential of the 
insurance industry, and (iii) enhanced the liquidity and efficiency of the government securities 
market by submitting a draft resolution to Parliament to improve the issuance and circulation of 
securities and approving an action plan to expedite the issuance of securities at market rates for 
tenors longer than 91 days. 

17. Under subprogram 2, the government submitted to Parliament amendments to the Law of 
the Republic of Tajikistan on Insurance Activities, 23 July 2016, to improve the framework of 
insurance principles, standards, and guidance for regulation and supervision, including corporate 
governance, prudential and market conduct requirements, insurers' financial conditions, and 
operational risk assessments. To improve supervision processes of Islamic credit organizations 
and enhance the legal clarity of the application of Islamic finance principles, the NBT adopted 
regulations on (i) the supervision of small Islamic credit organizations, (ii) the creation and 
utilization of reserves and funds of Islamic credit organizations to cover potential losses on assets, 
and (iii) the preparation of financial reporting by Islamic credit organizations. To deepen the 
finance sector and domestic securities market and attract additional investors to public debt, the 
Law on Public and Publicly Guaranteed Borrowing and Debt, 11 December 1999, was amended 
to allow the issuance of government bonds for maturities longer than 1 year at market interest 
rates. The role and responsibility of the office of the human rights ombudsperson were expanded 
through establishment of deputy chair with staff, at least 40% of whom are women, in charge of 
financial services consumer rights and entrepreneur rights protection. To enhance the status of 
women in the finance sector, the National Financial Inclusion Strategy (NFIS) of the Republic of 
Tajikistan for 2022–2026 was approved with representation to the National Association of Women 
Entrepreneurs of Tajikistan in the NFIS coordination council, and the MOF was mandated to 
expand the training and promotion of talented women and girls in leadership positions, and ensure 
increase in the number of women working for its affiliated institutions to 30%.20  

18. Reform area 3: Fiscal management strengthened. The actions under this reform area 
aim to improve transparency and accountability of the public financial management system to 
help ensure that public resources are appropriately allocated to strategic priorities. Under 
subprogram 1, the government improved (i) the budget process and transparency by expanding 
the MTEF’s coverage, (ii) public sector accounting standards, (iii) SOE financial reporting 
standards and monitoring mechanisms, and (iv) transparency and efficiency in the tax system. 

19. Under subprogram 2, the government further improved the budget process and 
transparency by expanding (i) the 3-year rolling MTEF by requiring program budgeting 
classification, and implementing the action plan for introducing the principle of climate change 
and gender in the budget planning process; and (ii) functions of the Tajikistan Financial 

 
19 Macroprudential tools and instruments include measures related to credit, liquidity, and capital to mitigate such risks, 

and are typically introduced to reduce systemic risk, either over time or across institutions and markets. 
20 Government of Tajikistan. 2022. National Financial Inclusion Strategy of the Republic of Tajikistan for 2022–2026. 

Dushanbe. 
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Management Information System that (a) grant real-time access to sector agencies; (b) enable 
collection and consolidation of budgetary information, including sex-disaggregated information; 
and (c) strengthen MTEF monitoring functions, including gender analysis. To support and develop 
women's entrepreneurship, the MOF increased the amount of funding for presidential grants for 
businesses owned by women by 25% and approved the financing of at least 20 projects from the 
grants. To further raise public sector accounting standards, conceptual framework of the 
International Public Sector Accounting Standards 35 was introduced. To improve management of 
fiscal risk emanating from SOEs and ensure debt sustainability over the medium-term, (i) the 
Medium-Term Reform Plan (2021–2023) was implemented by submitting to the Parliament 
amended law “On Public and Publicly Guaranteed Borrowing and Debt” to stipulate public 
borrowing procedures, requiring timely recording and reporting mechanisms of public debt; 
stipulating minimum requirements for publishing debt data; and publishing debt data on the 
government and 17 largest SOEs on the MOF website; (ii) the Medium-Term Debt Management 
Strategy (2021–2023) guided the government’s borrowing decisions and maintained a zero non-
concessional borrowing ceiling during 2021–2022; and (iii) mandatory publishing on the MOF 
website of the audited annual financial statements and the quarterly reports of the 17 largest 
SOEs was introduced.21 To improve the business and investment environment, (i) a new tax code 
was enacted, which includes mainstreaming climate-responsive taxation such as increasing the 
extraction royalty rate and introducing an exemption on value-added tax and excise tax on 
imported e-vehicles; (ii) new electronic taxpayer services were introduced; (iii) an automated 
system for risk management; data analytics; and a feedback and evaluation mechanism to 
improve voluntary compliance, overall revenue performance, and quality of tax administration 
were introduced; and (iv) a work plan was implemented while Tajikistan sought membership in 
the Base Erosion and Profit Shifting Inclusive Framework.22  

20. Post-program partnership framework and sustainability. The P3F was formulated to 
ensure the sustainability of its reforms and to strengthen policy dialogue on continuous reforms. 
For reform area 1, the P3F will focus on (i) implementing IDIF’s new policies on deposit insurance 
and investments, and (ii) phasing the adoption of the Basel II risk-based supervision framework.23 
For reform area 2, the P3F will support (i) amending the law on Islamic banking to remove 
impediments to Islamic finance development, (ii) aligning insurance supervision to international 
best practices, and (iii) piloting the auction of government securities at market-determined interest 
rates. For reform area 3, the P3F will (i) support a full rollout of the MTEF; (ii) operationalize 
additional modules in the Tajikistan Financial Management Information System to centralize and 
automate accounting of the public sector; (iii) approve at least 60 projects financed from the 
presidential grants for women; (iv) implement enhanced corporate governance principles of SOE 
boards; (v) amend the Law on Public and Publicly Guaranteed Borrowing and Debt, 11 December 
1999, stipulating timely recording and reporting mechanisms for public debt; (vi) implement the 
information-sharing scheme with tax authorities with respect to legal entities and their ownership; 
(vii) join the Base Erosion and Profit Shifting Inclusive Framework; and (viii) conduct a self-
assessment of the existing exchange of information framework to join the Global Forum on 
Transparency and Exchange of Information for Tax Purposes.24 The P3F will be implemented by 

 
21 Government of Tajikistan. 2020. Medium-Term Debt Management Strategy for 2021–23. Dushanbe (11 November); 

and Government of Tajikistan, MOF. 2021. Medium-Term Plan for Public Debt Management Reform of the Republic 
of Tajikistan for 2021–2023. Dushanbe (15 April). 

22 The Organisation for Economic Co-operation and Development/Group of Twenty (G20) Inclusive Framework has a 
global membership that aims to develop international standards on corporate taxation to tackle tax avoidance. 

23 Basel II is the second of the Basel accords issued by the Basel Committee on Banking Supervision in June 2004. It 
was a framework for international banking standards to determine the minimum capital that banks should hold to 
guard against financial and operational risks. It is now extended and partially superseded by Basel III. 

24 The Global Forum on Transparency and Exchange of Information for Tax Purposes is the leading international body 
promoting global transparency and standards on the exchange of information. 

http://minfin.tj/downloads/files/strategy%20for%202021-2023.pdf
http://minfin.tj/downloads/files/medium-term%20debt%20management%20%20reform%20plan%20of%20the%20republic%20of%20tajikistan%20for%202021-2023.pdf
http://minfin.tj/downloads/files/medium-term%20debt%20management%20%20reform%20plan%20of%20the%20republic%20of%20tajikistan%20for%202021-2023.pdf
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four key counterparts—the MOF, the NBT, the IDIF, and the Tax Committee—to ensure that 
traction is built across all key stakeholders involved in reforms. Country ownership and political 
traction for the reforms help ensure that the policy actions adopted are fully implemented, 
functional, and impactful in the long run. ADB is providing policy advisory support and TA, 
including capacity development activities, to ensure that government counterparts can deliver on 
the reforms and to contribute to the program’s long-term sustainability. 

21. ADB’s value addition. ADB is a long-standing partner and well placed to carry out 
effective dialogue with the government on sensitive reforms. Subprogram 2 builds on the strong 
base of country knowledge and on more than a decade of close collaboration, policy dialogue, 
and reform efforts with medium- to long-term implications. ADB’s Building Resilience with Active 
Countercyclical Expenditures Program helps the government on fiscal sustainability in the short 
to medium-term as well as on economic recovery.25 The program also helps the government 
mitigate the adverse social and economic impacts of the crisis, while targeting women, the poor, 
and vulnerable groups, and ensuring gender mainstreaming. ADB adds value by directly helping 
the government design and implement reforms that would otherwise not have been pursued 
thoroughly, facilitating policy dialogue backed by knowledge support, and leveraging policy 
reforms with budget support. 

22. ADB’s value addition is categorized under four broad groups. First, ADB facilitated 
identification and sequencing of key reforms, including those with immediate impact (liquidation 
of two long-insolvent banks [footnote 7], public debt, tax reforms) and medium-term impact 
(domestic securities market development, SOE reforms); and promoted international good 
practices in several areas of economic management (public accounting, international taxation). 
Second, ADB promoted women’s empowerment and reduction of the carbon footprint by ensuring 
their inclusion and formalization in the government’s policy agenda (women entrepreneurship 
fund, gender action plan, increased extraction royalty rates, tax exemption for imported e-
vehicles). ADB engaged with the MOF to ensure focus on gender mainstreaming with gender 
targets for employment at the MOF and its agencies and to enhance support for women’s 
entrepreneurship. On the adoption of a new tax code, ADB’s policy dialogue with the government 
facilitated tax reform initiatives to relieve constraints on private enterprises, with attention paid to 
revenue implications, gender inclusiveness, and climate change mitigation. Third, ADB provided 
operational support to implement complex reforms (such as enhancing banking supervision, 
insurance, and Islamic finance regulations). Fourth, ADB coordinated with other development 
partners to leverage ADB’s programs to achieve complementary reforms. ADB’s regional TA on 
Islamic Finance for Inclusive Growth built on the World Bank’s support to the MOF for revisions 
in the tax code.26 ADB’s integrated approach combines professional and impartial policy advice 
with financial support, effective implementation support, and capacity development through TA to 
ensure sustainability. 

23. Lessons. Key lessons identified from ADB’s experience with policy-based lending have 
been incorporated into the program’s design, including the following: (i) long-term programmatic 
assistance is recommended to support medium-term investment and business climate reforms; 
(ii) strong government reform ownership is critical to achieving results; (iii) sustaining support 
across different authorities and ministries through a common strategy for finance sector 
development is a key strategic mechanism, particularly in enhancing banking sector stability and 
public confidence, increasing competition, and expanding gender inclusiveness; (iv) reform 

 
25  ADB. 2022. Report and Recommendation of the President to the Board of Directors: Proposed Countercyclical 

Support Facility Grant and Technical Assistance Grant to the Republic of Tajikistan for the Building Resilience with 
Active Countercyclical Expenditures Program. Manila. 

26 ADB. 2017. Technical Assistance for Islamic Finance for Inclusive Growth. Manila. 

https://www.adb.org/sites/default/files/project-documents/56147/56147-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/56147/56147-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/56147/56147-001-rrp-en.pdf
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sustainability can be ensured by continuing engagement through P3Fs and providing focused TA; 
(v) leveraging critical reform progresses from earlier policy-based programs is desirable; and (vi) 
focused and highly impactful policy actions should be pursued to ensure that programs can be 
carried out effectively and that implementing agencies are connected to the process.27 

24. Development partner coordination. ADB has closely coordinated with development 
partners, including through the Development Coordination Council, whose members are 
government officials and major development partners. The program received broad support in 
scope and coverage.28 The facilitation of capital market development is in line with the European 
Bank for Reconstruction and Development’s TA project with the MOF.29 The strengthening of the 
macroprudential framework and overall banking supervision, including the introduction of a 
remote client authentication system for low-risk digital banking transactions, supports the work of 
the World Bank and the International Finance Corporation. The adoption of the banking sector 
resolution, supported by this program, which envisaged the liquidation of two long-insolvent banks 
(footnote 7), has been on the agenda of government negotiations with the IMF under its Enhanced 
Credit Facility since 2016. Closure of the two banks after securing payouts to depositors through 
the IDIF was an IMF program condition. ADB coordinates closely with the IMF on aspects such 
as the finance sector, macroeconomic assessment, outlook, fiscal risks, debt sustainability, 
measures under the government’s response to the external shock, and the preparation of ADB 
and IMF support programs. 

C. Expected Outcome of the Reforms 

25. The country’s overarching development objective is increased private sector confidence 
in, and strengthening of, Tajikistan’s finance sector, which is expected to contribute to a higher 
level of private investment (footnote 1). For the expected development outcome, the program 
aims to improve efficiency of public and private resources, which is structured around three reform 
areas: (i) banking sector stability enhanced, (ii) the enabling environment for finance sector 
development improved, and (iii) fiscal management strengthened. The links between the reform 
proposals and the outcome can be illustrated as follows: (i) for reform area 1, improving banking 
sector stability will increase public confidence in the sector; (ii) for reform area 2, developing the 
domestic securities market can attract more private sector investors to public debt; and (iii) for 
reform area 3, enhancing fiscal management will help increase efficiency and private 
investment.30 To clearly capture the strengthened policy actions under subprogram 2, an outcome 
indicator was added to measure gender inclusiveness in the finance sector, and indicators for 
reform areas 1 and 3 were modified to directly measure the depth of the banking sector and 
include the fiscal transparency aspect. 

D. Development Financing Needs and Budget Support 

26. Development financing needs. The government’s financing needs are computed based 
on an estimated budget deficit totaling about $267.8 million (2.5% of GDP) in 2022 and $405.3 
million (3.5% of GDP) in 2023. An additional $250 million will be required in 2022 to implement 
the approved countercyclical development expenditures plan to mitigate the adverse impact of 
the Russian invasion of Ukraine. With the estimated budget deficit, Tajikistan’s total financing 
needs in 2022 increased to $517.8 million. The government has limited borrowing capacity 
because of its commitment to maintain a zero non-concessional borrowing ceiling, an 

 
27 ADB. 2018. Corporate Evaluation: Policy-Based Lending, 2008–2017. Manila. 
28 Development Coordination (accessible from the list of linked documents in Appendix 2). 
29 European Bank for Reconstruction and Development. 2010. Local Currency and Capital Market Development 

Initiative. London. 
30 Program Economic Analysis (accessible from the list of linked documents in Appendix 2). 

https://www.adb.org/documents/policy-based-lending-2008-2017-performance-results-and-issues-design
https://www.ebrd.com/what-we-do/sectors-and-topics/local-currency-capital-markets-develop-initiative.html
https://www.ebrd.com/what-we-do/sectors-and-topics/local-currency-capital-markets-develop-initiative.html
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undeveloped government securities market, and low demand for government treasury bills. Total 
domestic financing in 2022 is estimated at $54.7 million through privatization and dividends 
expected from SOEs.31 The external funding to meet the remaining financing needs is expected 
to be sourced largely from concessional loans and grants provided by international finance 
institutions. ADB’s $50 million financing for subprogram 2 will support 9.7% of Tajikistan’s 
financing needs in 2022. The Building Resilience with Active Countercyclical Expenditures 
Program will provide a $50 million grant (para. 21). The World Bank is preparing a package of 
$90 million. As per the government’s financing strategy, the balance of $257.1 million will be 
financed through more cuts in non-priority expenditures and plans to issue more government 
securities. Efforts to engage with international partners to mobilize more concessional resources 
and grants will be renewed. The government has requested a grant not exceeding $50 million 
from ADB’s Special Funds resources (Asian Development Fund) to help finance subprogram 2. 

Table 1: Tajikistan's Financing Needs for 2022 
Item ($ million) 
Total financing requirement (including public investment program) 
Domestic financing 
External financing (tentative) 
- Asian Development Bank 
- World Bank 
- Other international financial institutions or bilateral partners 
Expected uncovered financing gap 

517.8 
54.7 

463.1 
100.0 
90.0 
16.0 

257.1 
     Sources: Ministry of Finance and Asian Development Bank estimates. 
 

E. Implementation Arrangements 

27. The MOF is the executing agency for the program. The NBT, the MOF, the IDIF, and the 
Tax Committee are the implementing agencies. The program implementation period is August 
2019–October 2022, with subprogram 1 implemented and completed from August 2019 to 
September 2020 and subprogram 2 from October 2020 to October 2022. 32 The proceeds of the 
policy-based grant will be withdrawn following ADB’s Loan Disbursement Handbook (2022, as 
amended from time to time). 

III. DUE DILIGENCE 

A. Poverty and Social 

28. The poor and vulnerable are at most risk from the impact of economic crises, having the 
least means to mitigate the effects or access finance that can help them temporarily compensate 
for any reduction in income. The national poverty rate is high, at 26.5% as of 2020 (11.0% of 
which represents the extremely poor). Although living above the national poverty line, a further 
46% of the population are classified as vulnerable and at risk of falling into poverty.33 With a more 
stable banking sector, poor and vulnerable households in remote areas will have better access to 
affordable finance. Tax code amendments that reduce the tax burden and streamline 
administration will expand the tax base and improve fiscal space. These amendments will improve 
the targeting of public social services and investment in infrastructure. Better-targeted public 
investment will crowd in private investment, which will accelerate industrialization, increase labor 
productivity, and boost disposable income. 

 
31 The Sustainable Development Finance Policy’s goal is to incentivize countries to move to transparent, sustainable 

financing and to promote coordination among development partners in support of recipient countries’ efforts. 
32 List of Ineligible Items (accessible from the list of linked documents in Appendix 2). 
33  World Bank. Poverty in Tajikistan 2021. Washington, DC. 

https://www.worldbank.org/en/news/infographic/2021/10/15/poverty-in-tajikistan-2021
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B. Gender 

29. The program is categorized effective gender mainstreaming and integrates actions to 
ensure that women can equitably benefit from the program’s outputs. The labor force participation 
rate of females (32.6%) was much lower than that of males (52.9%) in 2019, and women 
represented 26.9% of individual entrepreneurs operating on the basis of a patent and 18.5% 
operating on the basis of a certificate (footnote 33). Women have impaired access to the financial 
system, especially in rural areas. The main obstacles are a lack of products and services that 
meet women’s unique needs and requirements, low financial literacy, and social and cultural 
barriers. The program’s reform areas include gender-related actions that will narrow gender gaps 
or improve gender equality. The actions include ensuring that (i) gender-disaggregated data are 
gathered in mandated quarterly reports of finance institutions, budgetary information, and 
taxpayer information; (ii) women comprise at least 40% of staff in the office of the human rights 
ombudsperson; (iii) a gender element is included in the MTEF, increasing the share of women 
employed in the banking sector; (iv) at least 30% of large SOEs’ staff are women; and (v) the 
amount of grants from the women’s entrepreneurship support fund is increased to boost women’s 
business activities. 

C. Safeguard 

30. Following ADB’s Safeguard Policy Statement (2009), the program is classified category C 
for environment, involuntary resettlement, and indigenous peoples.34 Program activities will be 
confined to policy and institutional reforms. ADB has assessed the policy actions associated with 
the program grant and confirms that they will not lead to involuntary resettlement or negatively 
affect indigenous peoples or the environment.35 

D. Governance 

31. ADB completed a governance risk assessment in 2020 according to the implementation 
guidelines of ADB’s Second Governance and Anticorruption Action Plan.36 The assessment found 
that basic legislative, regulatory, and institutional frameworks were in place for all three 
governance areas. However, while public financial management has seen several important 
recent changes and improvements, concerns exist regarding (i) voice and accountability, (ii) 
political stability, (iii) government effectiveness, (iv) regulatory quality, (v) rule of law, and (vi) 
control of corruption. According to the PEFA 2021 assessment, effective control mechanisms are 
in place; they are embedded in the budget execution system and allow spending by budgetary 
units only within approved budget allocations. The arrangement is complemented by the clear 
fiscal framework and the rollout of budgeting reforms. The fiscal accounts were adequately 
scrutinized by the MOF’s internal audit department, the Chamber of Accounts (external audit), the 
State Agency on Combating Corruption and Financial Control (financial inspections), and the 
Economy and Finance Committee of the Lower Chamber of the Parliament (legislative oversight). 
The institutions carefully monitored the ethical conduct of public servants and the economic and 
financial transactions of all budgetary units and SOEs. However, a narrow tax base and heavy 
dependence on import-based taxes continued to contribute to a fragile fiscal position. The 
government has been implementing reforms to improve governance, including measures to 
increase public spending efficiency, ensure better governance of SOEs, and raise corporate 
governance standards in the finance sector. Institutional capacity development was targeted 

 
34 ADB. 2013. Safeguard Policy Statement. Operations Manual. OM F1. Manila. 
35 Matrix of Potential Environmental and Social Impacts and Measures (accessible from the list of linked documents in 

Appendix 2). 
36 ADB. 2014. Revised Staff Guidance for Implementing the Second Governance and Anticorruption Action Plan 

(GACAP II). Manila; and ADB. 2020. Country Governance Risk Assessment: Republic of Tajikistan. Manila. 

https://lnadbg6.adb.org/spd0026p.nsf/open.xsp?docid=HCAO-9SR4ZC
https://www.adb.org/documents/revised-guidelines-implementing-adbs-second-governance-and-anticorruption-action-plan
https://www.adb.org/documents/revised-guidelines-implementing-adbs-second-governance-and-anticorruption-action-plan
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under the TA (footnote 18). ADB intends to engage in continuous consultations and monitoring to 
mitigate any impact from these risks. 

E. Anticorruption, Risks, and Mitigation Measures 

32. Major risks and mitigating measures are summarized in the table and described in detail 
in the risk assessment and risk management plan.37 

Table 2: Summary of Risks and Mitigating Measures 
Risks Mitigation Measures 

The growth of private investment and overseas 
development assistance to Tajikistan might slow 
down because of deteriorating economic conditions 
in the Russian Federation, the country’s second-
largest trading partner and largest source of 
remittances. 

Technical assistance and policy dialogue with the government 
and development partners continue through existing dialogue 
platforms (e.g., the Development Coordination Council) to 
support efforts to diversify the economy from remittance-led 
consumption and ensure the inflow of investments that would 
spur economic growth. 

Administrative capacity of implementing agencies 
is weak because of a lack of skilled staff, limited 
resources, and other competing priorities. 

Close coordination with key government agencies through the 
Asian Development Bank’s Tajikistan Resident Mission is 
ongoing, and technical assistance is being provided to 
support administrative and implementation efforts. 

Source: Asian Development Bank. 

33. ADB’s Anticorruption Policy (1998, as amended to date) was explained to and discussed 
with the government and the MOF. 

IV. ASSURANCES 

34. The government has assured ADB that implementation of the program shall conform to 
all applicable ADB policies, including those concerning anticorruption measures, safeguards, 
gender, procurement, consulting services, and disbursement, as described in detail in the grant 
agreement. No disbursement shall be made unless ADB is satisfied that the government has 
completed the policy actions specified in the policy design and monitoring framework relating to 
the program. The grant proceeds will be disbursed upon effectiveness of the grant agreement. As 
a condition to effectiveness, all policy actions completed by the government as specified in the 
policy design and monitoring framework relating to the program will have to continue to be in 
effect. 

V. RECOMMENDATION 

35. I am satisfied that the proposed policy-based grant would comply with the Articles of 
Agreement of the Asian Development Bank (ADB) and recommend that the Board approve the 
grant not exceeding $50,000,000 to the Republic of Tajikistan from ADB’s Special Funds 
resources (Asian Development Fund) for subprogram 2 of the Finance Sector and Fiscal 
Management Improvement Program, on terms and conditions that are substantially in accordance 
with those set forth in the draft grant agreement presented to the Board. 
 

Masatsugu Asakawa 
President 

15 November 2022 

 
37 Risk Assessment and Risk Management Plan (accessible from the list of linked documents in Appendix 2). 
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POLICY DESIGN AND MONITORING FRAMEWORK 
 
Country’s Overarching Development Objective 
Increased private sector confidence in, and strengthening of, Tajikistan's finance sector, which is expected to contribute to a higher level of private 
investment (National Development Strategy of the Republic of Tajikistan for the Period up to 2030)a  

 

Outcome 
Efficiency of public and private resources improved. 

Risks and Critical Assumptions 
R: The growth of private investment might slow down because of lower 
remittance inflows resulting from the deteriorating economic situation of 
major trading partners. 
R: Administrative capacity of implementing agencies is weak because of a 
lack of skilled staff, limited resources, and other competing priorities. 

 

Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

Reform Area 1: Banking sector stability enhanced  
1.1 To increase public confidence in 

the banking system, the 
government (i) adopted a 
resolution covering availability of 
funds, if necessary, to fund payouts 
for insured deposit claims due to a 
potential insolvency of an insured 
financial institution, (ii) concurred 
with the actions by the IDIF Board 
that resolved to address the current 
deficit of the fund, and (iii) issued 
order to make mandatory 
participation by all banks. 

 
 

2.1. MOF (i) approved and implemented a 
financing arrangement with the IDIF 
to ensure that sufficient resources 
are available for a potential pay out 
to insured depositors; (ii) established 
and implemented a framework to 
resolve collateral taken in exchange 
of bad assets previously held by 
insolvent banks; and (iii) granted to 
the IDIF a license as a professional 
participant in the securities market to 
strengthen reserves over the 
medium-term.  

 
2.2. (i) NBT revoked the licenses of two 

long-insolvent banks; and (ii) the 
government submitted to Parliament 
a law to amend the IDIF main law to 
improve the financial sustainability, 
of IDIF by increasing the scope and 
coverage of deposit insurance, 
introducing a fair premium rate,b 

By September 2023: 
 
a. Total deposits in 

credit financial 
institutions 
increased by 10% 
(2018 baseline: 
TJS9,724 million)  

Source: NBT annual 
reports  

1) IDIF implements a new deposit 
insurance policy and invests in 
MOF securities issued at 
market-based interest rates and 
at tenors longer than 91 days. 
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Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

improving payout processes, and 
expanding the investment policy. 

 
2.3. IDIF (i) paid out the insured 

depositors of two insolvent banks; 
and (ii) approved and rolled out 
amended operational manual 
incorporating improved mechanism 
for the identification of insured 
depositors and to implement e-
transfers and e-payments that 
improve the efficiency of payment 
processes and provide for better 
access for insured depositor claims, 
including for women, the disabled, 
vulnerable groups, and people in 
remote or rural areas.  

1.2 To enhance risk management and 
governance in the banking system, 
(i) the Parliament approved 
amendments to the Law on 
Banking that: (a) expands fit-and-
proper requirements for 
management, (b) sets professional 
competency requirements of 
supervisory boards and audit 
committees, and (c) better controls 
conflicts of interest by management 
with related parties, and (ii) the 
NBT issued a regulatory instruction 
requiring banks and other 
depositary institutions to have an 
operational risk management 
policy. 

 
1.3 To strengthen macroprudential 

surveillance and financial stability, 

2.4 NBT (i) approved new 
macroprudential policy tools including 
a framework to calculate, monitor and 
control credit to stable funding ratio 
and loan-to-value ratio; (ii) introduced 
and mandated banks and 
microfinance institutions to collect and 
report monthly data on account 
holders and savings (disaggregated 
by region, size, and sector), loans and 
repayment history (disaggregated by 
sex, region, size, and sector); and (iii) 
issued prudential norms to banks for 
improved monitoring and control over 
sector exposures (including SOE 
lending) and to impose limits on 
related party lending. 

 2)NBT implements selected 
components of risk-based 
supervision framework with 
Basel II.  
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Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

the NBT expanded the initial stress 
testing system through a pilot 
providing for comprehensive 
modeling of the banking system 
and adopted a plan to update 
regulatory capital requirements that 
better align with Basel II. 

 
1.4 To improve the quality of risk and 

financial reporting of banks, the 
NBT (i) approved revised financial 
data reporting requirements on 
financial instruments consistent 
with IFRS 9, and (ii) approved a 
comprehensive draft template to 
accurately report lending 
exposures. 

Reform Area 2: Enabling environment for finance sector development improved 
1.5 To expand insurance industry 

competitiveness and growth of 
Islamic finance: (i) the NBT 
approved instructions governing 
the activities of Islamic credit 
organizations, including minimum 
capital and other prudential 
requirements, and (ii) the 
Government adopted a resolution 
defining the minimum size of the 
authorized capital of insurance and 
reinsurance organizations. 

 
1.6 To guide development of the 

financial sector and expand access 
to finance, (i) the NBT adopted a 
procedurec allowing for the remote 
identity confirmation of individuals 
for digital financial products and e-

2.5 (i) NBT submitted to Parliament 
amendments to the Law of the 
Republic of Tajikistan on Insurance 
Activities; and (ii) NBT approved (a) 
new regulations on supervision of 
small Islamic credit organizations, (b) 
an order regarding the creation and 
utilization of reserves and funds of 
Islamic credit organizations to cover 
potential losses on assets of Islamic 
credit organizations, and (c) an order 
on the preparation and frequency of 
financial reporting by Islamic credit 
organizations for improving 
supervision processes and introducing 
the obligation to clearly identify 
Murabaha, Musharaka and Ijara.d 

   

By September 2023: 
 
b. Women employees 

in the banking 
sector reached at 
least 40% of total 
employees (2022 
baseline: 38.2%) 

Source: NBT annual 
reports 

3) Government submits the 
amendments and additions to 
the Law on Islamic Banking 
activities in in line with best 
international practices, including 
Islamic financing principles. 

 
4) NBT aligns insurance 

supervision to international best 
practices. 

 
5) MOF launches auctions at 

market-determined interest 
rates under a pilot program to 
test investor demand for longer 
tenor securities.  
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Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

money, and (ii) the Government 
notified creation of an 
intergovernmental working group 
(30% women) to develop a 
medium-term financial sector 
development strategy covering 
access of women to finance, 
Fintech development and 
enhancing financial consumer 
protection.  

 
1.7 To enhance the liquidity and 

efficiency of government securities 
market, the MOF (i) submitted a 
draft resolution to the Parliament 
that will improve the process of 
issuing and circulating securities of 
the Republic of Tajikistan, and (ii) 
approved an action plan to facilitate 
the issuance of securities at market 
rates for tenors longer than 91 
days. 

 

2.6 To further expand finance sector 
reforms: 

 
(i) Parliament approved an amendment 

to the law “On Public and Publicly 
Guaranteed Borrowing and Debt”, and 
the MOF approved rules, which make 
it possible for the government to issue 
bonds for maturities longer than 1 year 
at market interest rates and 
operationalize procedures that expand 
the issuance and circulation of 
government securities; 

 
(ii) The President of the Republic of 

Tajikistan issued a decree to establish 
Deputy of Human Rights Ombudsman 
– Ombudsman for the Protection of 
Financial Services Consumer Rights 
and Rights of Entrepreneurs, and the 
MOF instructed the ombudsman office 
and civil service requiring that women 
should constitute at least 40% of the 
staff of the unit; and 

 
(iii) to enhance the status of women in the 

finance sector, the government (a) 
approved  the National Financial 
Inclusion Strategy (NFIS) of the 
Republic of Tajikistan for 2022–2026 
with representation to the National 
Association of Women Entrepreneurs 
of Tajikistan in the NFIS coordination 
council, and using digital financial 
technologies and other innovations to 
reach financially excluded people, 
especially youth and women in rural 
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Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

areas, and (b) mandated the human 
resource department in the MOF to 
expand the training and promotion of 
talented women and girls in leadership 
positions, and ensure increase in the 
number of women working for its 
affiliated institutions to 30% while 
filling up the vacant positions. 

Reform Area 3: Fiscal management strengthened  
1.8 To improve budget transparency 

and ensure budgets reflect social 
and economic priorities of the 
Government, the MOF: (i) 
approved guidelines that expand 
the scope of budgetary information 
published on its official website and 
provide for disclosure of 
comprehensive mid-year reviews of 
state budget execution, and (ii) 
completed a diagnostic analysis of 
the methodology needed to 
improve MTEF implementation by 
incorporating gender-responsive 
budgeting and enhancing 
consistency with the sector plans 
and capital investment 
expenditures. 

 

 

2.7. MOF  
 
  (i) expanded the 3-year rolling MTEF by 

requiring program budgeting 
classification to improve analysis of 
investment expenditures, and 
commenced the implementation of the 
action plan for introducing the principle 
of climate change and gender in the 
budget planning process to be applied 
from the next budget cycle of 2024–
2026;e and  

   
  (ii) operationalized new functions in the 

TFMIS which (a) grant sectoral 
ministries and departments direct 
access to the TFMIS in real-time,f (b) 
enable collection and consolidation of 
budgetary information, including sex-
disaggregated beneficiary information, 
from sectoral ministries and 
departments,g and (c) enable MTEF 
monitoring including gender analysis 
of sector ministries’ beneficiary and 
expenditure trends. 

 
2.8. To support and develop women's 

entrepreneurship in Tajikistan, the 

By September 2023: 
 
c. Ability to develop 

and implement 
medium-term fiscal 
strategy and 
budgeting improved 
as: Performance 
Information for 
Service Delivery to 
C, Public Access to 
Fiscal Information to 
B, Fiscal Strategy 
rating to B, Medium-
term perspective in 
expenditure 
budgeting rating to C 
(2017 baseline: 
Performance 
Information for 
Service Delivery rate 
of D, Public Access 
to Fiscal Information 
rate of D Fiscal 
Strategy rating of 
C+, Medium-term 
perspective in 
expenditure 

6) MOF fully rolls out MTEF with 
all sectoral ministries and 
departments. 

 
7) MOF operationalizes additional 

modules in the TFMIS,i with an 
aim to, (i) centralize and 
automate the accounting of the 
public sector and to 
substantially eliminate internal 
transactions among public 
sector entities, and (ii) 
streamline recurrent and 
investment budgeting, and thus 
ensure adequate resource 
availability for operations and 
maintenance of assets.  

 
8) Government approves at least 

60 projects financed from the 
presidential grants for women. 
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Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

government: (i) increased the amount 
of funding for presidential grants for 
women by 25% (from TJS2.0 million in 
2021 to TJS2.5 million in 2022); and 
(ii) approved the financing of at least 
20 projects from presidential grants for 
women to support and develop 
women's entrepreneurship in 
Tajikistan.h 

budgeting rating of 
D+)k 

Source: MOF self-
assessment according 
to PEFA methodology 

1.9 To improve public sector 
accounting standards, MOF 
adopted a roadmap for 
implementing financial reporting 
standards for the public sector of 
Tajikistan over 2020–2025, 
including introduction of full accrual 
basis of the IPSAS. 

2.9. MOF issued an order requiring the 
production of consolidated financial 
statements of entities that are 
controlled by the government in 
accordance with the ISPAS 35 
conceptual framework.j 

 
 

  

1.10 To strengthen oversight and 
accountability of SOEs, the 
Government adopted (i) updated 
financial reporting requirements for 
large SOEs in accordance with 
IFRS for improved financial 
management and reporting, (ii) a 
new regulation on the creation of a 
supervisory board in each large 
SOE to oversee overall financial 
performance, and (iii) guidelines for 
assessing fiscal risks for the 
Government. 

 

2.10 To further improve management of 
fiscal risk emanating from SOEs and 
ensure debt sustainability over the 
medium-term, the Government: 

 
(i) implemented a Medium-Term 

Reform Plan (2021–2023) by (a) 
submitting to the Parliament 
amended law “On Public and 
Publicly Guaranteed Borrowing 
and Debt” to stipulate public 
borrowing procedures, requiring 
timely recording and reporting 
mechanisms of public debt and 
state guarantees, stipulating 
minimum requirements for the 
publishing of debt data, and (b) 
publishing debt data for the 
government and audited accounts 

 9) State Committee on 
Investment and State Property 
implements enhanced 
corporate governance 
principles in the supervisory 
and management boards of at 
least five large SOEs, while 
also ensuring at least 30% 
female representation on their 
boards. 

 
10) Government submits to 

Parliament amendments to the 
Law on Public and Publicly 
Guaranteed Borrowing and 
Debt stipulating timely 
recording and reporting 
mechanisms for public debt 
(including debt of SOEs) and 
their public dissemination. 
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Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

of 17 largest SOEs on the MOF 
website;l 
 

(ii) implemented a Medium-Term 
Debt Management Strategy 
(2021–2023) to guide future 
borrowing decisions by the 
government by maintaining a zero 
non-concessional borrowing 
ceiling during 2021–2022 in 
accordance with the strategy; and 

 
(iii) mandated the publishing on its 

website of the audited annual 
financial statements and the 
quarterly reports of the 17 largest 
SOEs, and published the reports 
starting from 2022.m 

 

1.11 To support financial sector 
development through ensuring 
transparency and efficiency in tax 
policy, regulatory framework and 
administration, (i) the Government 
drafted a new tax code, including 
clarification of taxation of voluntary 
insurance premiums, provisions 
related to Islamic finance and 
treatment of provisions for 
establishing loan loss reserves as 
an expense, and submitted to the 
High-Level Working Group for 
consideration to submit it to the 
Parliament and (ii) the government 
ratified the Exchange of 
Information framework within tax 
authorities in Commonwealth of 
Independent States. 

2.11. Parliament approved a new tax 
code,n which clarifies provisions 
related to (i) proper tax treatment of 
insurance and Islamic finance 
activities, (ii) taxation of voluntary 
insurance premiums, (iii) avoidance of 
double taxation of reinsurance 
premiums, (iv) treatment of loan loss 
reserves as an expense for Islamic 
finance institutions, (v) accounting and 
recording requirements of taxpayers 
by improving accounting standards, 
recording and reporting mechanisms, 
(vi) increasing the extraction royalty 
rates for subsoil users to 8% for oil 
and gas, 6% for radioactive materials, 
and 10% for certain other natural 
resources, and (vii) exemption of VAT 
and excise tax on imported e-vehicles. 

 11) Tax Committee implements 
the exchange of information 
scheme for tax purposes with 
respect to legal entities and 
their ownership under the 
framework of Commonwealth 
of Independent States. 

 
12) Government joins the BEPS 

Inclusive Framework. 
 
13) Government conducts self-

assessment of existing 
exchange of information legal 
and administrative framework 
to join the Global Forum on 
Transparency and Exchange 
of Information for Tax 
Purposes. 



20 Appendix 1 

 

Prior Actions: Subprogram 1 
(Completed: August 2019 to 

September 2020) 

Prior Actions: Subprogram 2 
(Completed: October 2020 to October 

2022) 
Outcome Indicators  

Post-Program Partnership 
Framework (2022–2024) 

 
1.12 To ensure transparency of the 

mechanism for provision of tax and 
customs incentives, the 
Government adopted the resolution 
to improve the procedure of 
provision of tax and customs 
benefits through introduction of 
cost-benefit analysis framework for 
assessing the effectiveness of tax 
incentives and definition of the 
authorized state body for the 
provision of tax and customs 
incentives. 

 

 

 
2.12. The Tax Committee  
   
(i) introduced 20 new modules in the tax 

administration information system to 
expand the number of e-services to 67 
which enable the Tax Committee to 
obtain disaggregated taxpayer 
information such as sex, address and 
other personal details of individual 
entrepreneurs (resident/non-resident), 
and including the introduction of the 
upgraded cash register system 
(endnote i);  

 
 (ii) approved a set of rules for risk 

assessment criteria and implemented 
an automated system for data 
analytics, and feedback and 
evaluation for taxpayers to improve, 
overall revenue collection performance 
and quality of tax administration;o and  

 
 (iii) implemented the 2022–2024 work 

plan for the Republic of Tajikistan’s 
membership in the G20’s BEPS 
Inclusive Framework, that was 
prepared by the high-level inter-
ministerial working groupp charged 
with seeking membership of Tajikistan 
in the G20’s BEPS Inclusive 
Framework by completing a self-
assessment of existing preferential tax 
regimes and of the gaps found in 
double tax treaties with Tajikistan and 
partners against the BEPS standard. 
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Budget Support  

Subprogram 1: 
ADB: $50 million (ADF grant) 
Subprogram 2: 
ADB: $50 million (ADF grant) 
Technical Assistance:  
ADB: $1 million (TASF 6)r 

ADB = Asian Development Bank, ADF = Asian Development Fund, BEPS = Base Erosion and Profit Shifting, CIS = Commonwealth of Independent States, G20 = 
Group of Twenty, GDP = gross domestic product, IDIF = Individuals Deposits Insurance Fund, IFRS = International Financial Reporting Standards, IOSCO = 
International Organization of Securities Commissions, IPSAS = International Public Sector Accounting Standards, MOF = Ministry of Finance, MTDS = medium-
term development strategy, MTEF = medium-term expenditure framework, NBT = National Bank of Tajikistan, OJSC = open joint-stock company, SCISPM = State 
Committee for Investment and State Property Management, SOE = state-owned enterprise, TFMIS = Tajikistan Financial Management Information System, VAT = 
value-added tax. 
a Government of Tajikistan. 2016. National Development Strategy of the Republic of Tajikistan for the Period up to 2030. Dushanbe.  
b  A fair premium rate is a rate that can cover the operational expenditures of the deposit insuring organization, provides it with sufficient funds to enable it to pay a 

certain percentage share of deposit amounts to depositors in the case of bank default, and provides it with sufficient funds as precautionary reserves. 
c  The procedure allows clients to confirm their identity remotely without physically visiting their financial institutions for identification purposes when processing low-

risk transactions, including e-money transfers. This is also an important change supporting social distancing during the COVID-19 pandemic. 
d   Murabaha – A contract of sale at a price plus an agreed profit margin for the bank. Mudaraba – An agreement between two parties where one provides 100% of 

the capital and the other manages the project with profits distributed according to a predetermined ratio. Musharaka – An agreement where capital funds are 
commingled among partners to participate in a venture and profit is distributed among the partners in predetermined ratios, while any loss is borne by each partner 
in proportion to contributions. Ijara – A form of leasing contract in which there is a transfer of ownership for a specified period and the transferee earns profits by 
charging rentals for the use of the asset. Takaful – A form of insurance under Islamic finance principles wherein policyholders contribute money into a pool to 
guarantee each other against loss or damage. 

e  The MOF introduced a new gender impact analysis document as an attachment of budget proposal from line ministries in order to ensure that the budget process 
should be carried out in ways that are effective and contribute to advancing gender equality and women’s empowerment. 

f  There are around 25 government ministries and agencies in Tajikistan which are connected to the TFMIS. The program targets the two largest spending ministries 
or departments for demonstration to gradually build capacity in other ministries as well. 

g   Web-based system, under the TFMIS, compiles financial data from all ministries and departments in a more consistent manner, thus increasing the integrity of 
information country-wide. 

h  The government planned a total of 80 projects to be approved by 2025. As of September 2022, 236 applications were received for financing from presidential 
grants for women to support and develop women's entrepreneurship in Tajikistan, of which 80 were already selected by the selection committee for further support. 

i   Total of 20 new modules consists of 8 modules for improving notifications mechanisms to legal entities and individual entrepreneurs introduced in 2021, and 12 
modules for improving individual taxpayer services, including registration, calculation, account management, e-newsletter and mobile applications, introduced in 
2020–2022. With 47 modules introduced before 2020, in total, 67 modules are in operation under the Integrated Tax Management and Administration Information 
System. 

j  In October 2021, the MOF published the order of conceptual framework of financial reporting in the public sector on its official website and assigned the Deputy 
Minister of Finance as the supervisor of the sector, with the purpose of ensuring implementation of IPSAS 35. 

k  As of September 2022, under the 2022 PEFA assessment, Service Delivery rate of D, Public Access to Fiscal Information rate of B, Fiscal Strategy rating of B, 
and Medium-term Perspective in Expenditure Budgeting rating of C. 

l   As of 2020, there are more than 1,000 SOEs in Tajikistan, including 27 SOEs that are monitored by the MOF. The SOE law was amended in January 2020 to 
stipulate the introduction of corporate governance standards and practices in SOEs. The government prioritizes introduction of enhanced accounting principle and 
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disclosure requirement in 17 large SOEs, which have more than 1,000 workers and annual gross revenue of more than TJS30 million. Financial statements of 
these large SOEs continue to be published on the MOF website.  

m   Operationalizing the enhanced corporate governance principles, including new fiscal risk assessment methodology for monitoring large SOEs and accelerating 
the adoption of IFRS are necessary first steps toward addressing the threat posed by contingent liabilities. Revising the current classification of SOEs and 
expanding the MOF’s monitoring and oversight coverage of SOEs would further strengthen risk monitoring, while publishing independent audit reports could 
improve SOE governance, operational efficiency, and public accountability. Expediting the completion of the new medium-term Fiscal Risk Management Strategy 
would enable the government to integrate these efforts into a broader policy agenda. 

n    A new tax code became effective on 1 January 2022. 
o  Tax Committee issued guidelines to ensure implementation of a risk-based audit selection framework and automated data analytics, including evidence of its 

implementation.  
p   The BEPS high-level inter-ministerial working group comprises representatives from the MOF, the Tax Committee, the Ministry of Economic Development and 

Trade, the Ministry of Justice and the State Committee for Investment and State Property Management. The Tax Committee is preparing a draft roadmap and 
workplan to the working group for the next 3 years. 

r   The transaction technical assistance was approved with the program concept paper and continues to be implemented from December 2019 to December 2023. 
Outcome indicators: To clearly capture the strengthened policy actions under subprogram 2, an additional outcome indicator was added to measure gender 

inclusiveness in the finance sector, and indicators for reform areas 1 and 3 were modified to directly measure the depth of the banking sector and include the fiscal 
transparency aspect. 

Contribution to Strategy 2030 Operational Priorities: Operational priority indicators to which this operation will contribute results are detailed in Contribution to 
Strategy 2030 Operational Priorities (accessible from the list of linked documents in Appendix 2). 
Source: Asian Development Bank. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/RRPs/?id=51066-003-2   

 
1. Grant Agreement 
2. Sector Assessment (Summary): Finance and Public Sector Management (Public 

Expenditure and Fiscal Management) 
3. Contribution to Strategy 2030 Operational Priorities 
4. Development Coordination 
5. International Monetary Fund Assessment Letter 
6. Summary Poverty Reduction and Social Strategy 
7. Program Economic Analysis 
8. Risk Assessment and Risk Management Plan 
9. List of Ineligible Items 
10. Matrix of Potential Environmental and Social Impacts and Measures 
11. Climate Change Assessment 
12. Management-Approved Concept Paper: Proposed Programmatic Approach and Policy-

Based Grant for Subprogram 1 and Technical Assistance Grant to the Republic of 
Tajikistan for the Financial Sector and Fiscal Management Improvement Program 

13. Approved Report and Recommendation of the President to the Board of Directors: 
Proposed Programmatic Approach and Policy-Based Grant for Subprogram 1 to the 
Republic of Tajikistan for the Financial Sector and Fiscal Management Improvement 
Program 

 

Supplementary Document 

14. Comparison of Original and Revised Reforms under Subprogram 2

http://www.adb.org/Documents/RRPs/?id=51066-003-2
https://asiandevbank.sharepoint.com/:w:/r/teams/org_iau/FinalDocs/Templates/02%20Linked%20Documents/RRP%20Contribution%20to%20Strategy%202030%20Operational%20Priorities.docx?d=wcc1fe16a71244f9a8810a34e960adf8f&csf=1&web=1&e=b9HD1k
https://asiandevbank.sharepoint.com/:w:/r/teams/org_iau/FinalDocs/Templates/02%20Linked%20Documents/RRP%20Development%20Coordination.docx?d=wd99c8fe3b9ba40f799accd061a61ceaa&csf=1&e=pRtyxB
https://asiandevbank.sharepoint.com/:w:/r/teams/org_iau/FinalDocs/Templates/02%20Linked%20Documents/RRP%20SPRSS.docx?d=wa51092d5420848d698aa4f27f4025ab3&csf=1&e=kczHkS
https://asiandevbank.sharepoint.com/:w:/r/teams/org_iau/FinalDocs/Templates/02%20Linked%20Documents/RRP%20Risk%20Assessment%20and%20Risk%20Management%20Plan.docx?d=wd562f74c7c3748eba36df39c6286b61b&csf=1&e=FgG40g
https://asiandevbank.sharepoint.com/:w:/r/teams/org_iau/FinalDocs/Templates/02%20Linked%20Documents/RRP%20List%20of%20Ineligible%20Items.docx?d=wa7ddc811bb784c61b76e8e7e6c82bec4&csf=1&e=1XXJAL
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DEVELOPMENT POLICY LETTER 
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