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I. THE PROPOSAL 
 
1. I submit for your approval the following report and recommendation on a proposed grant 
to the Republic of Tajikistan for Building Resilience with Active Countercyclical Expenditures 
(BRACE) Program, under the Countercyclical Support Facility. 1  The report also describes 
proposed technical assistance (TA) for Supporting the Building Resilience with Active 
Countercyclical Expenditures Program, and if the Board approves the proposed grant, I, acting 
under the authority delegated to me by the Board, approve the TA. 
 
2. Tajikistan is experiencing significant adverse economic and social impacts from the 
Russian invasion of Ukraine. Rising global food and oil prices, disrupted trade and revenue 
shortfalls, stressed financial sector, returning migrants, and diminishing remittances are causing 
economic growth to decelerate sharply, and unemployment and poverty to increase. The 
Government of Tajikistan adopted the Plan of Actions to Prevent the Impact of Potential Risks to 
the National Economy (Anti-Crisis Action Plan) .2 Given its limited fiscal space and international 
gross reserves, the government is exploring sources to fund its urgent pro-poor countercyclical 
measures and expenditures—(i) a social protection response package to assist poor and 
vulnerable groups; (ii) measures to ensure food security; and (iii) support to micro, small, and 
medium-sized enterprises (MSMEs) prone to experiencing severe effects. In the short term, the 
BRACE program will support the government’s countercyclical responses and financing needs to 
help mitigate the adverse social and economic impacts of the crisis, while targeting women, the 
poor, and other vulnerable groups and ensuring gender mainstreaming.3 To be implemented in 
2022, the program supports fiscal sustainability in the medium term as well as economic recovery. 
It is aligned with Strategy 2030 of the Asian Development Bank (ADB), including its operational 
priorities of (i) addressing remaining poverty and reducing inequalities, (ii) accelerating progress 
in gender equality, (iii) tackling climate change, building climate and disaster resilience and 
enhancing environmental sustainability, (iv) strengthening governance and institutional capacity, 
and (v) fostering regional cooperation and integration.4 Moreover, the program supports the 
Central Asia Regional Economic Cooperation (CAREC) Strategy 2030, particularly its Operational 
Cluster B on trade.5 It aligns with these priorities by strengthening the government’s capacity for 
executing the countercyclical responses; and targeting social assistance at women, the poor, and 
other vulnerable groups. 
 
3. Tajikistan meets all seven access criteria under the Countercyclical Support Facility (Table 
1 and Appendix 3). 
 

Table 1: Compliance with Access Criteria for Countercyclical Support Facility 
Criteria ADB Assessment 

1. Adverse impact 
of exogenous 
shocks 

The Russian invasion of Ukraine is causing a significant socioeconomic shock to 
Tajikistan. The country's GDP growth is projected to decelerate to 4.0% in 2022 
and to 5.0% in 2023, down from 9.2% reported in 2021 and 8.5% projected initially 

 
1 Asian Development Bank (ADB). 2022. Enhancing Contingent Disaster Financing and the Countercyclical Support 

Facility. Manila. 
2 The Plan of Actions to Prevent the Impact of Potential Risks to the National Economy was approved on 18 March 

2022 through Government Decree No. 116. The Prime Minister approved the cost estimates for its implementation, 
totaling TJS2.5 billion, on 30 June 2022. 

3 ADB received a formal request on 18 March 2022 from the President of Tajikistan for financing support to respond 
to the adverse economic and social impacts of the external shocks triggered by regional geopolitical turbulences. 
The design and monitoring framework is in Appendix 1, and the list of linked documents is in Appendix 2. 

4 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 
Manila. 

5 ADB. 2017. CAREC 2030: Connecting the Region for Shared and Sustainable Development. Manila. 

https://www.adb.org/sites/default/files/institutional-document/383241/carec-2030.pdf
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Criteria ADB Assessment 

for 2022. Current account deficits will materialize in 2022 and 2023 as trade gets 
disrupted, and remittances are expected to plunge by almost 25% from $2.25 billion 
reported in 2021 to $1.69 billion in 2022. The key transmission mechanisms include 
a sharp reduction in remittances, higher inflation, higher fiscal stress; and 
slowdowns in the retail and finance industries. Unemployment and poverty are 
expected to rise, particularly for women, because of lower external and domestic 
demand, as well as diminishing purchasing power because of accelerating inflation. 
 

2. Countercyclical 
development 
expenditures 

The government approved on 18 March 2022 the Anti-Crisis Action Plan to prevent 
and mitigate the impact of the Russian invasion of Ukraine on the national 
economy. The Plan was prepared in close coordination with Development Partners, 
including ADB, IMF, and the World Bank. This includes (i) increased social 
assistance for poor and vulnerable groups, (ii) food security measures, and 
(iii) measures to support micro, small, and medium-sized enterprises and safeguard 
employment. On 30 June 2022, the Prime Minister of Tajikistan approved cost 
estimates equivalent to $250 million for the implementation of the Anti-Crisis Action 
Plan. 
 

3. Pre-shock 
record of generally 
sound 
macroeconomic 
management 

High public investment and increasing remittances led to strong growth averaging 
more than 7.0% per annum (2019–2021), as well as poverty reduction. The fiscal 
policy was less expansionary, and the deficit more than halved from the equivalent 
of 4.4% of GDP in 2020 to 2.0% in 2021, despite spending to maintain social 
protection, respond to COVID-19, tighten border security, mitigate natural hazard 
risk, and continue building the Rogun hydropower project.6 
 

4. Structural 
reforms 

The government is implementing import substitution measures to ensure the 
processing of value-added products (primarily agricultural) instead of exporting raw 
materials, as well as institutional reforms aimed at banking system stability, finance 
sector development, and improvement of public financial management. 
 

5. Debt 
sustainability 

The joint IMF–World Bank debt sustainability analysis suggests that Tajikistan 
remains at high risk of debt distress. However, in the medium term, the ratio of 
public debt to GDP is expected to stabilize and is assessed as sustainable. The 
public debt surged sharply from 43.1% of GDP in 2019 to 50.1% in 2020. However, 
thanks mainly to the government’s adherence to fiscal discipline and avoidance of 
non-concessional borrowing, it is projected to decline to 39.8% of GDP by 2026. 
ADB’s debt sustainability analysis, based on more recent estimates of economic 
growth, corroborates these findings and indicates that the public debt–GDP ratio is 
expected to stabilize and converge to 40.1% by 2026. 
 

6. IMF 
coordination 
 

 
7. Monitoring and 
evaluation 

ADB maintained close and strong coordination and collaboration with IMF staff in 
Tajikistan and at headquarters to prepare the program, including frequent 
discussions and information sharing on the impact of the crisis and the response. 
The IMF supports the ADB program. 
 

The implementation of the government’s Anti-Crisis Action Plan is being monitored 
and evaluated by the President of Tajikistan at the end of every month during a 
government meeting with all ministries involved in the plan. The government will 
also establish a steering committee for the implementation of Building Resilience 
with Active Countercyclical Expenditures program.  
 

ADB = Asian Development Bank, COVID-19 = coronavirus disease, GDP = gross domestic product, IMF = International Monetary Fund. 
Source: Asian Development Bank. 

 

 
6  The Rogun Hydropower Project (HPP) is a 3,780 GW hydropower facility under construction on the Vakhsh River in 

southern Tajikistan (110 km from the capital Dushanbe). It will be the largest hydropower plant in the region once 
completed with six 630MW units. The 13.3 km² reservoir created by the dam will further serve the purpose of irrigating 
300,000 hectares of downstream arid land and reduce sedimentation on the existing Nurek Dam. Tajikistan began 
the construction of the Rogun HPP in the 1980s, but the collapse of the former Soviet Union halted its construction. 
The project’s estimated investment requirement is over $5 billion. 
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II. PROGRAM AND RATIONALE 
 
A. Background and Development Constraints 
 

1. The Economic Context 
 
4. Pre-shock record of generally sound macroeconomic management. Tajikistan’s 
overall record of macroeconomic management was generally sound and had been improving 
before the shock. High public investment and increasing remittances led to strong growth 
averaging more than 7.0% per annum (2019–2021), and to a reduction in poverty. Fiscal policy 
was less expansionary and the deficit more than halved from the equivalent of 4.4% of gross 
domestic product (GDP) in 2020 to 2.0% in 2021, despite increased spending to (i) maintain social 
protection and the response to the coronavirus disease (COVID-19) pandemic, (ii) tighten border 
security, (iii) mitigate natural hazard risk, and (iv) continue building the Rogun hydropower project. 
Pre-crisis, the government aimed to maintain a stable budget deficit and reduce public debt to 
40% of GDP in 2022, from a peak of 50% in 2017. The current account surplus narrowed from 
the equivalent of 4.3% of GDP in 2020 to 3.8% in 2021 as the trade deficit widened from $1.7 
billion to $2.1 billion. Stronger demand and trade partner normalization boosted imports by 33.6%, 
reversing a 5.9% decline in 2020, while export growth jumped from 19.8% in 2020 to 52.8%, 
largely on record gold sales. Data from the Russian Federation, the destination for 95% of 
Tajikistan’s migrant workers, showed remittances from this source rising by 3.1% year on year in 
2021 to $1.8 billion, an amount equal to 20.5% of Tajikistan’s GDP. The September 2021 
resumption of regular flights to the Russian Federation likely contributed to this increase. Gross 
international reserves reached $2.2 billion at the end of December 2021, cover for 8.5 months of 
imports. The government also took positive steps to improve banking supervision and regulation. 
Nonperforming loans fell from 47.6% in 2016 to 13.7% at the end of 2021, and profitability has 
improved since 2015, although two large state-owned banks remain insolvent. Supported by ADB 
and other development partners, the government has been implementing public financial 
management reforms to improve fiscal management, and reforms to state-owned enterprises 
(SOEs) in the energy sector to improve their performance and corporate governance, and reduce 
losses and fiscal risks. 
 

2. The Crisis and Its Transmission Channels 
 

5. Crisis from the Russian invasion of Ukraine. The Russian invasion of Ukraine that 
began on 24 February 2022 has had a significant socioeconomic impact on Tajikistan since the 
country is a small and open economy that also imports oil. The key negative spillovers include 
returning migrants, diminishing remittances, rising debt–GDP ratio, weakening private 
consumption, and a widening fiscal deficit.  
 
6. Economic impact. The Russian invasion of Ukraine significantly weakens Tajikistan's 
economy as external factors slow domestic consumption and the output of firms, including 
MSMEs. The main economic transmission mechanisms are a sharp reduction in remittances, 
international trade, and foreign direct investment; and slowdowns in the transport, retail, and 
finance industries. Tajikistan is vulnerable to external shocks, as experienced during the 2015 
plunge in oil prices and the 2020 COVID-19 pandemic, when falling remittances and the exchange 
rate depreciation triggered financial stress. Consequently, Tajikistan's economic growth is 
expected to decelerate sharply from 9.2% in 2021 to 4.0% in 2022 as a direct result of the invasion. 
The sharpest contraction (15%) is expected in the services industry in 2022, which contributes 
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50% of GDP and employs about 28% of the workforce. Moreover, climate change impacts may 
exacerbate these shocks.7 
 
7. Remittances. Tajikistan is heavily dependent on remittance income, 80% of which comes 
from about 1 million migrant workers in the Russian Federation. But migrant workers now struggle 
to find jobs in sectors that have traditionally absorbed them, such as services and construction, 
because the Russian economy began contracting this year. Consequently, remittances are 
expected to decline by 25% from $2.25 billion reported in 2021 to $1.69 billion in 2022 (figure). 
This will have a significant social impact since more than 50% of households (about 735,000) rely 
primarily on remittances for the consumption of food and basic necessities, and are mostly located 
in the poorest regions and districts of the country.8 
 

Link between Russian Economic Performance and Tajikistan's Growth and Remittances 
 

 
GDP = gross domestic product. 
Sources: World Bank, World Development Indicators online database; National Bank of Tajikistan; and Asian 
Development Bank estimates for Tajikistan's GDP growth and remittance inflows. 

 
8. Trade. The Russian invasion of Ukraine has led to economic uncertainty, a surge in 
commodity prices, as well as disruption to trade and supply chains. Tajikistan’s key imports are 
oil products, alumina, wheat and flour, while it exports primary aluminum, cotton, electricity, 
precious stones, metals, cement, fruits and vegetables. Its imports come from the Russian 
Federation (30.4%), Kazakhstan (19.4%), the People’s Republic of China (16.1%), Uzbekistan 
(7.6%), and Türkiye (3.8%); the key destinations of its exports are Kazakhstan (16.8%), Türkiye 
(10.8%), the People’s Republic of China (7.4%), Uzbekistan (6.0%), and the Russian Federation 
(3.4%).9 Domestic businesses that rely on imported raw materials and intermediate goods are 

 
7  The World Bank Group and the Asian Development Bank. 2021. Climate Risk Country Profile: Tajikistan. 
8 World Bank. 2022. Project Appraisal Document: Tajikistan Social Support Project. Washington, DC. 
9 National Bank of Tajikistan. https://nbt.tj/en/payments_balance/analytical_table.php. 
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facing supply constraints. This is particularly apparent for MSMEs, although they account for a 
small share of total trade. The merchandise trade deficit expanded by 70% in the first half of 2022 
relative to the same period a year earlier as merchandise exports stagnated at $1,215.2 million, 
while merchandise imports rose by 24.2% to $2,298.0 million. Nevertheless, purchases of 
domestically produced gold and limited currency interventions kept international reserves stable 
at about 8 months of imports. With remittances projected to fall by at least 25% in 2022 as 
economic sanctions on the Russian Federation reduce employment for migrant workers, the 
current account balance is projected to shift into deficit. Headline inflation averaged 8.3% by the 
end of June 2022, which is above the National Bank of Tajikistan’s midpoint target range of 6.0% 
+- 2 percentage points. Inflation is projected to reach 10% in 2022, reflecting higher prices for fuel 
and imported food, more consumer lending, pressure on the somoni from a plummeting Russian 
ruble, public salaries, and pensions by 20% in July 2022, and increases in law enforcement 
authorities’ salaries of up to 25% in January 2022. 
 
9. Food security. One-fifth of the households in Tajikistan are food-insecure (defined as a 
household-level economic and social condition of limited or uncertain access to adequate food), 
primarily because of lack of affordability. It is projected that the combined impact of remittance 
losses and price rises is likely to cause an increase in food insecurity by 16 percentage points, 
from 20% to 36%, across the country.10 Tajikistan is a net food importer, and food security is at 
risk from the impact of the Russian invasion of Ukraine. The prices of essential food items in the 
market, mostly those imported, increased in the first quarter of 2022, affecting the poor in 
particular.11 Kazakhstan is a key source of wheat but has cut back its food exports to Tajikistan 
since the Russian invasion of Ukraine. Since the beginning of the invasion, several countries in 
the Eurasian Economic Union have introduced seasonal restrictions on exports of certain food 
items (wheat and vegetable oil) to non-union members such as Tajikistan.12  Besides being 
internally food-insecure, Tajikistan is mostly a price-taker in both the import and export markets, 
and the domestic supply chain is fragmented. A fall in remittances and alternative income sources 
is in turn depriving farmers of the ability to purchase agricultural inputs such as seeds and fertilizer, 
which will lead to a reduction in agricultural production and food supply. Observed and projected 
temperature increase in Tajikistan also suggests decline in agricultural production by 5% to 10% 
for key crops by 2050 (footnote 7).  
 
10. Poverty impact. Tajikistan remains one of the lowest-income economies in Central Asia, 
with gross national income per capita of $1,060 (Atlas method) in 2020. The national poverty rate 
in 2020 was 26.3%—12% of the population was extremely poor, and an additional 46% was 
classified as vulnerable and at risk of falling into poverty.13 Also, 73% of inhabitants live in rural 
areas and while agriculture absorbs 58% of the workforce, many have low incomes or are close 
to the poverty line. Accelerating inflation combined with labor market impacts and lower 
remittances will significantly affect poor and vulnerable households. As a result, the actual 
unemployment rate may exceed 6.0%, from the currently reported 2.4%, while the poverty 
incidence could worsen from 26.3% to more than 30.0% because of external shock triggered by 
the Russian invasion of Ukraine, equivalent to about 250,000 people falling below the national 
poverty line.14 

 
10 World Food Programme. 2022. Food Security Update and Implications of Ukraine Conflict in Tajikistan. Rome. 
11 The average cost of commodity food products increased by 33% during December 2021–April 2022, including 

increases in the price of wheat (58%), sugar (11%), apples (25%), and vegetable oil (29%) (Bloomberg). 
12 Eurasian Economic Union member states: Armenia, Belarus, Kazakhstan, the Kyrgyz Republic, and the Russian 

Federation. 
13 Poverty figures are sourced from the Tajikistan Statistics Agency's 2018 Household Budget Survey. 
14 The thresholds of the national poverty line based on monthly consumption are less than TJS162 for the poor, less 

than TJS230 for the vulnerable, and less than TJS294 for middle-income receivers. 
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11. Gender impact. Women are among those most vulnerable to the fallout from the Russian 
invasion of Ukraine. They account for about 50% of workers in the service industry and in 
agriculture, and 24% of MSMEs in Tajikistan are owned by women, so the invasion’s negative 
impact on these economic sectors adversely affected many of them. Of the businesses owned by 
women, 99% are classified as small and are disproportionately more vulnerable to falls in 
consumer demand and risk of closure. Purchasing food and essential goods is becoming less 
affordable, particularly for households headed by women, which suffer from the sharp fall in 
remittances. 15 The number of women experiencing gender-based violence may increase during 
the economic downturn. While crisis response measures are in place, responsible local 
government units will be closely monitoring a potential increase in the cases of domestic violence. 
 
12. Fiscal impact. The Russian invasion of Ukraine is causing a decline in domestic 
consumption and imports, thereby lowering the collection of value-added tax and customs 
revenue (which contributes 47% to total tax revenues), while trade disruption and lower demand 
because of weak disposable income are leading to a decrease in firms’ output and thus to less 
income tax revenue. Total tax revenue is projected to have fallen by 15.1%, narrowing the fiscal 
space. The budget deficit is expected to expand from 2.5% to 3.5% of GDP in 2022 (Table 2). 
The government rationalized capital expenditures and reallocated budget expenditure to its urgent 
countercyclical measures in the revised 2022 budget. A supplementary budget will be issued in 
October-November 2022 as crisis-related risks materialize and the magnitude will be known. With 
the implementation of the Anti-Crisis Action Plan at an estimated cost of $250 million equivalent, 
the fiscal deficit may further widen by 1.8 percentage points and reach 5.3% of GDP. 
 

Table 2: Impact of the Russian Invasion of Ukraine on the State Budget 
(TJS million) 

( ) = negative. 
Source: Government of Tajikistan, Ministry of Finance. 

 
B. Proposed Program and ADB’s Value Addition 
 
13. Government’s countercyclical development expenditures plan. To mitigate the 
adverse impacts of the Russian invasion of Ukraine, and finance implementation of the approved 
Anti-Crisis Action Plan, the government approved a countercyclical development expenditures 
financing assessment (CDEFA) totaling an estimated $250 million (Table 3). This includes (i) a 
social protection response package to assist the poor and vulnerable ($80 million), and (ii) a 
package of economic measures to ensure food security and to safeguard MSMEs prone to being 
severely affected ($170 million). The CDEFA was prepared in close consultation with key 
development partners, including ADB, the International Monetary Fund (IMF) and the World Bank. 
The President of Tajikistan will monitor the implementation of the response plan at the end of 
every month during government meetings with all ministries involved in the plan. 
 

 
15 Tajikistan has 275,000 households headed by women (i.e., 55% of at least 500,000 vulnerable households) 

(Tajikistan Statistics Agency). 

 2022 Approved 2022 Forecast Difference 

Total revenues 33,003  32,359  (644) 

Total expenditures 33,627  34,027  400  

Fiscal balance (2,579) (3,623) (1,044) 

Fiscal balance, % of gross 
domestic product (2.5) (3.5) (1.0) 



7 

  

Table 3: Countercyclical Measures – Cost Estimates 
Package Cost 

($ million) 

1. Social protection response 80 
1.1 Additional targeted social assistance for poor households 80 
2.  Economic measures to ensure food security 70 
2.1 Food security measures (including agricultural inputs for farmers) 70 
3. Economic measures to safeguard businesses 100 
3.1 Support micro, small, and medium-sized enterprises (concessional loans) 100 
Total 250 
Source: Ministry of Finance. 
 

14. Social protection measures. Social assistance transfers will be expanded to provide 
additional social protection to crisis-affected poor households through the government’s targeted 
social assistance (TSA) program, a cash transfer mechanism for eligible poor households of 
TJS440 per beneficiary household per year (in quarterly payments). The TSA was initiated in 
2014 with support from a World Bank program; is administered by the Ministry of Health and 
Social Protection (MOHSP); and currently covers about 224,000 poor households in all 
68 districts, of which about 115,000 are headed by women.16 In the Anti-Crisis Action plan, the 
TSA is being expanded to an additional 26,000 households on a permanent basis. The 250,000 
poor households in total (of which at least 55% are headed by women) will benefit from a one-off 
additional transfer of TJS600 to be rolled out during September–October 2022. The eligible 
beneficiaries are identified using the MOHSP household database and income levels. 
 
15. Climate-resilient food security measures. Food security measures ($70 million) include 
supply-side activities to boost domestic production and the distribution of staple foods, including 
government imports and stockpiles of agricultural produce (potato, wheat, and oil crops). Climate-
adaptive agricultural inputs, including seeds and fertilizer, will be provided in kind to poor and 
vulnerable farmers in September–October 2022 so they can grow agricultural crops in the next 
season. The objective is to increase food availability and generate production surpluses that can 
go toward restocking. 
 
16. Business stabilization and employment support measures. The stabilization 
measures ($100 million) aim to support the business continuity of MSMEs and safeguard 
employment. MSMEs contribute about 15% of GDP and disproportionately feel the impacts of the 
Russian invasion of Ukraine. The measures include the provision of vocational training to 
returning migrants for reskilling purposes and targeted concessional loans to MSMEs in need of 
urgent financing, i.e., primarily to MSMEs engaged in agriculture or trade and services. The 
concessional loans for agricultural MSMEs will be provided through Amonatbank, a state bank 
with a very large branch network and access to rural and non-urban areas. The concessional 
loans for MSMEs in trade and services will be provided through the State Unitary Enterprise 
Industrial and Export Bank of Tajikistan (Sanoatsodirotbank), which focuses on the financing of 
production and exports. 
 
17. Structural reforms. In the medium term, ADB will continue its policy dialogue with the 
government at the Development Forum and Development Coordination Council (para. 21) to 
improve the country’s resilience to shocks through structural reforms. ADB had previously 
supported the government through the Investment Climate Reforms Program, with activities to 

 
16 Proxy means testing is used to target the poorest 15%–20% of the population, and MOHSP maintains a centralized 

database of beneficiaries compiled from local municipalities’ data. Funds are transferred to registered beneficiary 
accounts at branches of Amonatbank (a state bank). Amounts that are not withdrawn after 6 months are returned. 
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increase private investment, economic diversification, and inclusive growth.17 The continuation of 
ADB's support to the government’s reform agenda in 2022–2023 includes the Financial Sector 
and Fiscal Management Improvement Program, which helps enable more private investment. 
This is being achieved through a well-functioning finance sector and stronger public financial 
management, by developing the government’s medium-term budget framework and SOEs’ 
financial reporting, as well as adopting international public sector accounting standards.18 The 
Power Sector Development Program supports the restructuring of the state-owned power utility 
(Barqi Tojik) and helps restore the financial sustainability of the electricity industry.19 A proposed 
Business Environment Improvement Program to enable more private investment through a more 
conducive investment climate is scheduled from 2023 to 2026. In aggregate, these reforms will 
help ensure fiscal sustainability, improve the investment climate, and lead to greater stability and 
economic recovery in the long term. ADB is also implementing the Tajikistan Skills and 
Employability Enhancement Project, which is building job centers and migration service centers, 
as well as providing skills training to youth, women, and migrant workers to improve their 
employability. These services will benefit migrant workers and other vulnerable groups affected 
by the impact of the Russian invasion of Ukraine, and will help reduce their dependence on 
remittances.20 Further, the government’s efforts to increase domestic resource mobilization also 
include the simplification of its taxation system by lowering the overall tax burden for businesses 
while widening the tax base. It is expected that the tax–GDP ratio will increase from 19.5% in 
2022 to 23% during 2023–2025 thanks to better tax administration. The government is also 
pursuing economic diversification and stability by (i) increasing the number of destination 
countries for labor migrants; (ii) implementing import substitution measures to ensure the 
processing of value-added products (primarily agricultural), rather than exporting raw materials; 
(iii) raising agricultural output by enhancing planting areas as well as boosting the number of 
harvests to at least 2–3 per season; (iv) promoting domestic production through private sector-
led growth to enhance productive employment in the country; and (v) diversifying oil imports by 
importing not just from the Russian Federation but also from Azerbaijan and Turkmenistan. 
 
18. ADB’s value addition. Through the BRACE program, ADB's policy advice and 
contributions to the government’s Anti-Crisis Action Plan ensure the targeting of the vulnerable 
segments of the economy and society, especially MSMEs (including those engaged in cross-
border trade), the poor (including households headed by women), and communities in remote 
and border areas. It will also support the operationalization of the Nationally Determined 
Contributions through adaptation measures in the agriculture sector (i.e. climate-adaptive 
agricultural inputs). 21  The BRACE program comes with an attached TA to support the 
implementation, and monitor and report on, the progress of the government’s crisis response 
measures. This will improve the executing agency's capacity for program monitoring and 
evaluation, data collection (including sex-disaggregated data) and reporting, and financial 
management in line with ADB requirements. ADB consultants will ensure that quality expenditure-
tracking mechanisms, internal controls, and audits are in place or undertaken, and will 
independently monitor and report on the delivery of the key program outputs and indicators. ADB 
will ensure that the implementation of the BRACE program is closely coordinated with similar 

 
17 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

and Grant for Subprogram 2 to the Republic of Tajikistan for the Investment Climate Reforms Program. Manila. 
18 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. 

19 ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Grants and Technical 
Assistance Grant to the Republic of Tajikistan for the Power Sector Development Program. Manila. 

20 ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Grant and 
Administration of Grant to the Republic of Tajikistan for the Skills and Employability Enhancement Project. Manila. 

21 Tajikistan. 2021. Updated Nationally Determined Contribution. Dushanbe.  

https://www.adb.org/sites/default/files/project-document/218366/47099-004-rrp.pdf
https://www.adb.org/sites/default/files/project-document/218366/47099-004-rrp.pdf
https://www.adb.org/sites/default/files/project-documents/51066/51066-001-cp-en.pdf
https://www.adb.org/sites/default/files/project-documents/51066/51066-001-cp-en.pdf
https://www.adb.org/sites/default/files/project-documents/51066/51066-001-cp-en.pdf
https://www.adb.org/sites/default/files/project-documents/53315/53315-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/53315/53315-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/51011/51011-003-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/51011/51011-003-rrp-en.pdf
https://tinyurl.com/kyr-ndc
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countercyclical programs for other countries in the CAREC region to create synergy in jointly 
mitigating the trade and supply chain disruptions caused by the Russian invasion of Ukraine. 
 
19. Lessons. The BRACE program draws on lessons from the 2020 COVID-19 Active 
Response and Expenditure Support Program and the 2009 Crisis Recovery Support Program for 
Tajikistan.22 First, during crisis episodes, while policy reforms are important, the government 
needs to quickly stabilize the economy, i.e., provide urgent fiscal support to counteract the crisis. 
Therefore, crisis response operations should focus on immediate response measures, such as 
maintaining or expanding critical social safety net expenditures. However, since crises open 
opportunities for reforms, policy dialogue may be initiated on follow-up operations. Second, the 
success of a crisis response program hinges on the government’s ability to quickly formulate its 
own anti-crisis plan, to be financed by ADB after exercising due diligence and contributing to the 
plan. The government's readiness to implement it is also important. Third, since crisis response 
operations support the government’s crisis mitigation measures, program monitoring and 
reporting can benefit from TA where country systems have weaknesses. Such TA can also focus 
on expenditure-tracking mechanisms, internal controls, and external audits. 
 
20. Debt sustainability analysis. The joint IMF–World Bank debt sustainability analysis 
(DSA) suggests that Tajikistan remains at high risk of debt distress. However, in the medium term, 
the ratio of public debt to GDP is expected to stabilize and is assessed as sustainable. At the 
backdrop of the COVID-19 shock, the public debt surged sharply from 43.1% of GDP in 2019 to 
50.1% in 2020. However, thanks mainly to the government’s adherence to fiscal discipline and 
avoidance of non-concessional borrowing, IMF DSA projected it to decline to 39.8% of GDP by 
2026. ADB’s own DSA, based on the latest estimates of economic growth, corroborates these 
findings and indicates that the public debt–GDP ratio is expected to stabilize and converge to 
40.1% by 2026. ADB’s DSA also suggests that Tajikistan’s external debt is sustainable. However, 
the country remains vulnerable to export shocks and a rise in contingent liabilities. Although the 
risk of external debt distress is high, it is mitigated by the large foreign exchange reserves and 
the concessional nature of the external debt. The IMF–World Bank DSA, under the baseline 
scenario, suggests that the present value of the ratio of external debt to GDP remains well below 
the respective thresholds. However, under alternative scenarios, the present value of the debt–
exports ratio and the combined shock of contingent liabilities breach the debt threshold. In other 
downside risks, if fiscal adjustment falls short, or the government resorts to non-concessional 
borrowing, the debt–GDP trajectory may deteriorate and put debt sustainability under pressure. 
Similarly, the prolonged post-COVID-19 economic recovery also has the potential to heighten 
debt vulnerabilities. Therefore, to reduce debt distress and stabilize the debt trajectory, the 
government should remain committed to fiscal discipline, avoid non-concessional external 
borrowing, contain the contingent liabilities from SOEs, and broaden the export base. The BRACE 
program will reduce fiscal stress and enhance Tajikistan’s debt sustainability. 
 
21. Development partner coordination. ADB has a strong partnership with the IMF in 
Tajikistan, and the program team closely coordinated with IMF staff on the country's latest 
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. The IMF assessment letter was received by ADB on 18 July 2022. The World Bank 
has been processing an envelope of $90 million (grant) since April 2022 to prepare for and 
respond to the impact of the Russian invasion of Ukraine. Close collaboration between ADB and 
key development partners on the planned assistance to the implementation of the government's 

 
22 ADB. 2022. Completion Report: COVID-19 Active Response and Expenditure Support Program in Tajikistan. Manila; 

and ADB. 2010. Completion Report: Crisis Recovery Support Program in Tajikistan. Manila. 

https://www.adb.org/sites/default/files/project-documents/54156/54156-001-pcr-en.pdf
https://www.adb.org/sites/default/files/project-document/62247/43098-01-taj-pcr.pdf
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Anti-Crisis Action Plan is also ensured through the monthly meetings of the Development 
Coordination Council, which consists of 30 development partners. Within the council, key 
development partners (ADB, European Union, Eurasian Development Bank, IMF, and the World 
Bank), interact with the government on macro fiscal and budget support issues.23 Apart from that, 
the Development Forum brings together ministries and agencies, development partners, private 
sector and academia representatives, and civil society organizations. The forum convenes 
annually, but the various working groups meet monthly to ensure that the national development 
plan is being implemented successfully. The next annual meeting of the Development Forum is 
scheduled for the fourth quarter of 2022, to be chaired by the President of Tajikistan, and will 
discuss the implementation of the government’s Anti-Crisis Action Plan. 
 
C. Expected Outcome of the Program 
 
22. The BRACE program will support the implementation of the government’s countercyclical 
measures, targeting the poor and vulnerable while meeting financing needs. The program is 
aligned with the overarching development objective: social inclusion promoted by strengthening 
the support to poor and vulnerable groups, and economic resilience improved.24 The effect of the 
program will be: adverse socioeconomic effects of the shocks mitigated, and resilience of poor 
and vulnerable groups enhanced. The program will contribute to the government’s efforts to 
contain inflation within reasonable limits through fiscal interventions. It targets the provision of 
social assistance and protection until March 2023 to ensure that more than 500,000 poor and 
vulnerable households (of whom at least 40% are headed by women) benefit from at least one 
economic assistance program under the government’s Anti-Crisis Action Plan, and therefore 
prevent them from falling deeper into poverty because of a higher cost of living. At least 186,000 
MSMEs are expected to remain in business, of which at least 20% are owned by women. The 
program has three reform areas: (i) increased social assistance measures implemented, (ii) 
increased food security measures implemented, and (iii) enhanced support for business entities 
and measures to safeguard employment implemented. 
 
D. Development Financing Needs and Budget Support  
 
23. Development financing needs. Tajikistan’s projected fiscal deficit will widen from an 
initial 2.5% of GDP to 3.5% of GDP in 2022 (para. 12). For the implementation of the approved 
CDEFA, the equivalent of $250 million will be needed. Tajikistan's financing needs based on the 
revised forecast for the 2022 state budget (i.e., after the Russian invasion of Ukraine) are 
estimated to reach $517.8 million (Table 4). The government has limited domestic borrowing 
capacity available because of its commitment to maintain the zero non-concessional borrowing 
ceiling under the Sustainable Development Finance Initiative, an undeveloped government 
securities market, and low demand for government treasury bills, although it plans to raise $54.7 
million through privatization, dividends, and the issuance of government securities. External 
funding to meet the remaining financing needs is expected to be sourced largely from 
concessional loans and grants provided by international finance institutions. The ADB BRACE 
grant will finance a 9.7% share of Tajikistan's 2022 financing needs. The government has 
requested a grant not exceeding $50 million from ADB’s Special Funds resources (Asian 
Development Fund) to finance the BRACE program. Additional ADB budget support for 2022 will 
come from the $50 million Financial Sector and Fiscal Management Improvement Program that 
is being processed for ADB Board approval. The government expects other sources of 

 
23 Additional details are in Development Coordination (accessible from the list of linked documents in Appendix 2). 
24 Government of Tajikistan. 2016. National Development Strategy of the Republic of Tajikistan for the Period up to 

2030. Dushanbe. 
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concessional external financing to meet the financing gap, including $40 million in emergency 
support under the World Bank's social protection operations. 
 

Table 4: Tajikistan's Financing Needs for 2022, before and after Russian Invasion of 
Ukraine 

Item 
Pre-Invasion 

($ million) 
Since Invasion 

($ million) 
Change 

(%) 

Total financing requirement (including PIP) 
Domestic financing 
External financing (tentative) 
- ADB 
- World Bank 
- Other IFIs or bilateral partners 
Expected uncovered financing gap 

226.2 
54.7 

171.5 
50.0 
50.0 
0.0 

 

517.8 
54.7 

463.1 
100.0 
90.0 
16.0 

257.1 

128.9 
0.0 

170.0 
100.0 
80.0 
n/a 

ADB = Asian Development Bank, IFI = international financial institution, PIP = public investment program. 
Source: Ministry of Finance and Asian Development Bank estimates. 

 
E. Implementation Arrangements 
 
24. The Ministry of Finance (MOF) will be the executing agency for the BRACE program and 
will have the overall responsibility for the implementation of the policy actions in coordination with 
other parties concerned, such as MOHSP; Agency for State Material Reserves under the 
Government of Tajikistan; Agency for Social Security and Pensions; and Ministry of Labor, 
Employment of Population and Migration. The government, through MOF, will monitor budget 
execution and the flow of funds for countercyclical measures. 
 
25. Monitoring and evaluation, and policy dialogue. To monitor program implementation, 
MOF will set up a steering committee composed of the (i) deputy ministers of MOF (chair); 
MOHSP; Ministry of Economic Development and Trade; and Ministry of Labor, Employment of 
Population and Migration; (ii) deputy chair of the State Committee for Investment and State 
Property Management; (iii) deputy heads of the Agency for State Material Reserves and the 
Agency for Social Security and Pensions; and (iv) chief executive officers of the two partner banks. 
The steering committee will provide program implementation support, and will be assisted by a 
working group of department heads from MOF and the implementing agencies. The government, 
through MOF, will submit quarterly progress reports to ADB and publish such reports on its 
website on the achievements of the output and outcome indicators of the design and monitoring 
framework until June 2023. The reports will also contain information on (i) macroeconomic and 
finance sector conditions; (ii) budget execution, flow of funds, and expenditures made to support 
the countercyclical measures; and (iii) the implementation of the government’s countercyclical 
response to mitigate the impact of the Russian invasion of Ukraine, highlighting the targeted 
beneficiaries and the impacts on women, the poor, and other vulnerable groups. This reporting 
mechanism will ensure suitable monitoring and evaluation of the government’s program-
supported countercyclical response measures. The attached TA will support program monitoring 
and reporting, including program outcome and output indicators (para. 27). 
 
26. MOF has experience in executing and implementing project and programs financed by 
ADB and other development partners, and acquired adequate financial management capacity, 
which the attached TA will further augment. The program implementation period is from April 2022 
to April 2023. A single disbursement is expected after program approval, and a program 
completion report will be provided 12 months after the program ends. The proceeds of the grant 
will be withdrawn in accordance with ADB’s Loan Disbursement Handbook (2017, as amended 
from time to time). 
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III. ATTACHED TECHNICAL ASSISTANCE 
 
27. The TA will support the implementation of crisis response actions under the program. It is 
estimated to cost $400,000, to be financed on a grant basis by ADB’s Technical Assistance 
Special Fund (TASF 7). The outputs and activities of the TA include (i) developing a  monitoring 
system with sex-, age-, and disability-disaggregated data to better track and monitor the benefits 
accrued from the government's crisis response package to the poor, women, migrant workers, 
and the elderly; (ii) strengthening the capacity of implementing agencies to deliver the crisis 
response package; and (iii) preparing medium- to long-term road maps to improve public service 
delivery and monitoring mechanisms. The TA will be administered by ADB. MOF will be the 
executing agency and implementing agency. The TA will be implemented from October 2022 to 
December 2023. The implementation arrangements for the TA will be aligned with those for the 
program. ADB will engage consultants through a consulting firm in accordance with the ADB 
Procurement Policy (2017, as amended from time to time). Disbursements under the TA will be 
made in accordance with ADB’s Technical Assistance Disbursement Handbook (2020, as 
amended from time to time). The government will provide counterpart support in the form of 
counterpart staff, office space, office supplies, secretarial assistance, and other in-kind 
contributions. 
 

IV. DUE DILIGENCE 
 
28. Poverty and social. The poor and vulnerable are most at risk to crises in Tajikistan, have 
the least means to respond, and may find it difficult to finance basic needs if their already low 
incomes are reduced. Government initiatives supported by the BRACE program will help mitigate 
price and income shocks, especially for vulnerable groups and women. Measures targeted at 
poor households include social protection initiatives that will provide additional social assistance 
transfers to 250,000 poor households. Food security measures supported by the program will 
help low-income farmers increase their agricultural production and will minimize the prevalence 
of moderate or severe food insecurity among the overall population. 
 
29. Gender. The program is categorized effective gender mainstreaming and focuses on 
ensuring that women can equitably benefit from the government's crisis response. The program 
will provide financial support to crisis-affected MSMEs, including those owned by women, to help 
them recover. This will mitigate the loss of income for women entrepreneurs and business owners, 
as well as maintain employment (women make up at least 50% of the MSME workforce). A 
systematic information campaign will be staged to reach all eligible MSMEs, especially those 
owned by women, which may otherwise have limited access to information, along with clear 
guidelines on how to access this financial support. The program will enable (i) additional social 
assistance transfers to poor and vulnerable households, of which at least 55% are headed by 
women; (ii) the provision of agricultural inputs in kind, including mineral fertilizers and high-yield 
seeds for staple food crops (e.g., wheat, potato, beans, rice), to small-scale farmers, of which at 
least 30% are women; and (iii) the provision of concessional loans to MSMEs engaged in services 
(including artisans) and trade, of which 30% are owned by women. The gender monitoring matrix 
will be used as a tool for monitoring progress in achieving gender targets and indicators, collecting 
sex-disaggregated data for reporting, and ensuring that the program-supported measures do 
indeed benefit women.25 
 

 
25 Gender Monitoring Matrix (accessible from the list of linked documents in Appendix 2). 
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30. Governance. ADB completed a governance risk assessment in 2020 in accordance with 
the implementation guidelines of ADB’s Second Governance and Anticorruption Action Plan.26 
The assessment found that basic legislative, regulatory, and institutional frameworks are in place 
for all three governance areas: (i) public financial management, (ii) procurement, and 
(iii) anticorruption measures. While public financial management benefited from important recent 
changes and improvements, anticorruption activities are largely less effective because of weak 
enforcement. The 2020 worldwide governance indicators for Tajikistan are below regional 
averages. The key concerns relate to (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 2021 Public Expenditure and Financial Accountability assessment, effective 
control mechanisms are in place; these are embedded in the budget execution system and allow 
spending by budgetary units only within approved budget allocations. This is complemented by a 
clear fiscal framework and the rollout of budgeting reforms. Further, budget and fiscal information 
is comprehensive, the monitoring of the budget is appropriate, and there is a low level of 
unreported operations of the central government. However, financial reports are not publicly 
disclosed and are rarely audited. Recipients of budget funds are subject to regular mandatory 
audit by the Chamber of Accounts and the Agency for State Financial Control and Anti-corruption 
every other year. 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 under the transaction TA.27 ADB intends to engage in continuous 
consultations and monitoring to mitigate any impact from the risks. 
 
31. Safeguards. In compliance with ADB’s Safeguard Policy Statement (2009), the program 
is classified category C for environment, involuntary resettlement, and indigenous peoples. The 
program is not expected to have any adverse environmental or social safeguard impacts, and no 
category A or B activities are envisaged.28 ADB proceeds will not be used for the purpose of any 
new physical construction (temporary or permanent). The program will confirm such exclusions 
through MOF’s monthly and quarterly reporting on consolidated expenditures. 
 
32. Risks and mitigating measures. The program’s risk assessment is rated moderate since 
(i) ADB has solid experience in the sector in Tajikistan; (ii) MOF, the proposed executing agency, 
has a good performance record in implementing externally financed projects; and (iii) the program 
is unlikely to have any impact on safeguards. Major risks that could affect the program's 
implementation and the mitigating measures are summarized in Table 6 and described in detail 
in the risk assessment and risk management plan.29  ADB’s Anticorruption Policy (1998, as 
amended to date) was explained to and discussed with the government, MOF, and the 
implementing agencies. 
 

Table 5: 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 

Continuance of TA and policy dialogue with the 
government and development partners through existing 
dialogue platforms (e.g., the Development Coordination 

 
26 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. 
27 ADB. 2019. Technical Assistance to the Republic of Tajikistan for Preparing the Financial Sector and Fiscal 

Management Improvement Program. Manila. 
28 An assessment of the program’s potential impacts on safeguards is in Safeguards Assessment Matrix (accessible 

from the list of linked documents in Appendix 2). 
29 Risk Assessment and Risk Management Plan (accessible from the list of linked documents in Appendix 2). 

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
https://www.adb.org/projects/51066-002/main
https://www.adb.org/projects/51066-002/main
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deteriorating economic conditions in the 
Russian Federation, the country’s major 
trading partner and source of remittances. 

Council and the high-level Investment Council) to 
support efforts to diversify the economy away from 
remittance-led consumption and to ensure the inflow of 
investments that can spur economic growth. 

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

Close coordination with key government agencies 
through ADB’s resident mission is ongoing, and TA is 
being provided to support administrative and 
implementation efforts. 

Delayed implementation of critical public 
financial management and public 
administration reforms causes suboptimal 
fiscal space and crosscutting inefficiencies 
in how resources are planned, allocated, 
and utilized. 

A new public financial management strategy, approved 
in January 2020, increased the goals to be achieved to 
fulfill fiscal discipline. The 2021 Public Expenditure and 
Financial Accountability assessment and the 2021 
Public Expenditure Review provide much-needed 
evidences and baselines against which public financial 
management/policy action reform implementation can 
build on. Under its TA, ADB will provide capacity-
building support to the Ministry of Finance to ensure 
proper monitoring and evaluation of the program. 

ADB = Asian Development Bank, TA = technical assistance. 
Source: ADB. 
 

V. ASSURANCES 
 
33. The government has assured ADB that the 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 draft 
grant agreement. 
 
 

VI. RECOMMENDATION 
 
34. I am satisfied that the proposed 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 the Building Resilience with Active Countercyclical Expenditures 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 

28 September 2022
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DESIGN AND MONITORING FRAMEWORK 
 

Country’s Overarching Development Objective 

Social inclusion promoted by strengthening the support to poor and vulnerable groups, and economic 
resilience improveda 

 

Results Chain Performance Indicators 
Data Sources and 

Reporting Mechanisms 

Risks and 
Critical 

Assumptions 

Effect of the Program 
 
Adverse socioeconomic 
effects of the shocks 
mitigated, and 
resilience of poor and 
vulnerable groups 
enhanced 

By April 2023: 
 
a. Average annual inflation 
throughout 2022 maintained 
below 8% (April 2022 baseline: 
7.3%) (OP 6.1.3) 
 
b. At least 500,000 poor and 
vulnerable households (of 
whom at least 45% are 
households headed by 
women/women from vulnerable 
groups) benefited from at least 
one economic assistance 
program under the 
government’s Anti-Crisis Action 
Plan (December 2021 baseline: 
0) (OP 1.1; OP 6.1.3) 
 
c. At least 60% of MSMEs still 
in business, of which at least 
24% are owned by women 
(March 2022 baseline: 310,000 
MSMEs in operation, including 
79,000 owned by women)b 
(OP 2.1.3; OP 6.1.3) 

 
 
a. MOF report 
 
 
 
 
b. MOF report 
 
 
 
 
 
 
 
 
 
 
 
c. Tax Committee's 
business registration 
database 

 
 
R: Prolonged 
economic 
slowdown 
affects 
business 
continuity and 
leads to 
further loss of 
income and 
employment. 

Reform Areas 
 
 
 
 
1. Increased social 
assistance measures 
implemented 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Key Reform Areas and 
Actions 
 
By December 2022: 
 
1.1 The targeted social 
assistance program was 
expanded to cover at least 
250,000 vulnerable households, 
of which at least 55% are 
headed by women (March 2022 
baseline: 224,000 households, 
including 52% headed by 
women) (OP 1.1.3; OP 1.3.2; 
OP 2.5.4; OP 6.1.3) 
 
1.2 At least 250,000 vulnerable 
households, of which at least 
55% are headed by women, 
received an additional one-time 
social assistance transfer of 
TJS600 per household (March 

 
 
 
 
 
1.1–1.2 MOF: quarterly 
progress reports 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
R: Trade 
disruptions in 
other 
countries and 
global rise of 
basic food 
prices affect 
the supply of 
essential 
goods and 
medicines,  
causing price 
hikes and 
social unrest. 
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Results Chain Performance Indicators 
Data Sources and 

Reporting Mechanisms 

Risks and 
Critical 

Assumptions 

 
 
 
 

2. Increased food 
security measures 
implemented 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

3. Enhanced support 
for business entities 
and measures to 
safeguard employment 
implementedc 

2022 baseline: not applicable) 
(OP 1.1.3; OP 1.3.2; OP 2.5.4; 
OP 6.1.3) 
 

2.1 At least 5,000 small-scale 
farmers, of which at least 30% 
are women, received climate 
adaptive agricultural inputs in 
kind, including mineral fertilizers 
combined with organic and 
high-yield seeds for staple food 
crops (such as wheat, potato, 
beans, rice) (March 2022 
baseline: not applicable) 
(OP 2.5.2; OP 3.2; OP 6.1.3) 
 

2.2 At least TJS125 million in 
food procured and stockpiled to 
ensure adequate supply of 
agricultural and food products 
(March 2022 baseline: not 
applicable) (OP 6.1.3) 
 

3.1 At least 9,000 returning 
migrants, at least 20% of whom 
are women, received vocational 
training for reskilling purposes 
(March 2022 baseline: none) 
(OP 1.2.1; OP 2.1.1; OP 6.1.3) 
 

3.2 At least 1,600 MSMEs 
engaged in services (including 
artisans) and trade, of which 
30% are owned by women, 
received concessional loans 
through State Unitary 
Enterprise Industrial and Export 
Bank of Tajikistan 
(Sanoatsodirotbank) 
(March 2022 baseline: none) 
(OP 2.1.3; OP 6.1.3; OP 7.2.3) 
 

3.3 At least 1,600 startup 
agricultural MSMEs of returning 
migrants, of which at least 20% 
are owned by women, received 
concessional loans through 
Amonatbank to generate self-
employment (March 2022 
baseline: none) (OP 2.1.3; 
OP 6.1.3) 

 
 
 
 

2.1–2.2 MOF: quarterly 
compliance reports 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

3.1–3.3 MOF, and 
Ministry of Labor, 
Employment of 
Population and 
Migration: quarterly 
compliance reports 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

R: Agricultural 
inputs 
distributed to 
farmers may 
be used only 
in the planting 
seasons of 
autumn 2022 
and spring 
2023. 
 
 
R: Rising 
global food 
prices may 
lead to lower 
amount of 
stockpiled 
basic food. 
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Budget Support 

Asian Development Bank: $50 million (grant) and $0.4 million Technical Assistance Special Fund 
(TASF 7) 

MOF = Ministry of Finance, MSMEs = micro, small, and medium-sized enterprises, OP = operational priority. 
a Government of Tajikistan. 2022. Tajikistan Action Plan to prevent impact of possible risks on the national economy. 

Dushanbe. 
b  The calculation of MSMEs still in business will be 310,000 x 0.60 = 186,000. The number of businesses owned by 

women that should still be in operation by project completion should be calculated from 186,000 as indicated in the 
statement of target. The computation is 186,000 x 0.24 = 44,640 of the 79,000 businesses owned by women that 
should still be operational by (target year of completion of project). 

c Awareness-raising activities for women will be conducted to inform them of the support measures available to 
MSMEs. 

Source: Asian Development Bank. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/RRPs/?id=56147-001-2 

 

   

1. Grant Agreement   

2. Contribution to Strategy 2030 Operational Priorities  

3. Development Coordination 

4. Country Economic Indicators 

5. International Monetary Fund Assessment Letter 

  

6. Economic Analysis 

7. Summary Poverty Reduction and Social Strategy 

  

8. Risk Assessment and Risk Management Plan 

9. List of Ineligible Items 

  

10. Attached Technical Assistance 

11. Gender Monitoring Matrix 

 

 

  

Supplementary Documents 

12. Debt Sustainability Analysis 

13. Safeguards Assessment Matrix 

14. Monitoring and Evaluation 

 

http://www.adb.org/Documents/RRPs/?id=56147-001-2
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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ELIGIBILITY CRITERIA FOR COUNTERCYCLICAL SUPPORT FACILITY 
 

Eligibility Criteria for CSF 
 
Summary status (detailed information provided in main RRP text) 

Adverse impact of 
exogenous shock 

The Russian invasion of Ukraine is causing significant socioeconomic 
shock to Tajikistan. The GDP growth is projected to decelerate to 4.0% 
in 2022 and 5.0% in 2023, down from the 9.2% reported in 2021 and 
8.5% initial growth projection for 2022. Current account deficits will 
occur in 2022 and 2023 as trade gets disrupted, and remittances are 
expected to plunge by almost 25% from $2.25 billion reported in 2021 
to $1.69 billion in 2022. Key transmission mechanisms include a sharp 
reduction in remittances, higher inflation, and higher fiscal stress; and 
slowdowns in the retail and finance industries. Unemployment and 
poverty are expected to rise due to lower external and domestic 
demand, as well as lower purchasing power due to higher inflation. All 
sectors will be affected and the service sector, which is the largest 
sector contributing to around 50% of GDP, is expected to contract by 
20% of GDP in 2022. The fiscal deficit will increase from 2.5% to 3.5% 
of GDP during 2022. 

Countercyclical 
development expenditure 

To mitigate adverse impacts of the Russian invasion of Ukraine and 
finance the approved anti-crisis plan, the government has adopted 
countercyclical measures totaling $250 million. The Plan was prepared 
in close coordination with development partners, including ADB, IMF, 
and the World Bank. This includes (i) increased social assistance for 
poor and vulnerable groups, (ii) food security measures, and 
(iii) measures to support micro, small, and medium-sized enterprises 
and safeguard employment. The private sector contributes 
approximately 70% of GDP and MSME’s contribute approximately 15% 
of GDP based on ADB estimates.  

Pre-shock record of 
generally sound 
macroeconomic 
management 

Overall Tajikistan’s record of macroeconomic management was 
generally sound and had been improving pre-shock. High public 
investment and increasing remittances led to strong growth averaging 
over 7.0% per annum (2019–2021), and poverty reduction. Fiscal policy 
was less expansionary, with the deficit more than halved from the 
equivalent of 4.4% of GDP in 2020 to 2.0% in 2021, despite spending 
to maintain social protection, COVID-19 pandemic response measures, 
tighten border security, mitigate natural hazard risk, and continue 
building the Rogun hydropower project. Pre-crisis, government aimed 
to maintain a stable budget deficit and reduce public debt to 40% of 
GDP in 2022 from a peak of 50% in 2017. The government has also 
taken positive steps to improve supervision and regulation in the 
banking sector. Non-performing loans fell from 47.6% in 2016 to 13.7% 
at the end of 2021 and profitability has improved since 2015, although 
two large state-owned banks remain insolvent. The government has 
been implementing public financial management reforms to improve 
fiscal management as well as SOE reforms in the energy sector to 
improve performance and corporate governance, and reduce losses 
and fiscal risks. Structural reforms have been supported by ADB and 
other development partners.  

Structural reforms The government is implementing import substitution measures to 
ensure processing of value-added products (primarily agricultural) 
instead of exports of raw materials. Measures are also being taken to 
raise agricultural output through enhancing planting areas as well as 
increasing the number of harvests per season to at least two-three 
harvests per season. The government is also building the foundation 
and implementing policy and institutional reforms in banking sector 
stability, finance sector development, and improvement of public 
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Eligibility Criteria for CSF 
 
Summary status (detailed information provided in main RRP text) 

financial management to significantly contribute to a higher level of 
Tajikistan’s private investment through ADB’s ongoing Finance Sector 
and Fiscal Management Improvement Program. 

Debt sustainability The joint World Bank-IMF debt sustainability analysis suggests that 
Tajikistan remains at high risk of debt distress; however, in the medium 
term the public debt-to-GDP ratio is expected to stabilize and is 
assessed as sustainable. The public debt surged sharply from 43.1% of 
GDP in 2019 to 50.1% in 2020; however, due mainly to the 
government’s adherence to fiscal discipline and to avoiding non-
concessional borrowing, it is projected to decline to 39.8% of GDP by 
2026. ADB’s DSA, which is based on the latest estimates of economic 
growth, also corroborates these findings and indicates that the public 
debt-to-GDP ratio is expected to stabilize and converge to 40.1% by 
2026. The $50 million proposed ADB grant will not add to the country’s 
debt stock, and will help to create fiscal space and improve debt 
sustainability. The government should remain committed to fiscal 
discipline, avoiding non-concessional external borrowing, containing 
contingent liabilities from SOEs, and broadening the export base to 
reduce the debt distress and stabilize the debt trajectory.  ADB’s timely 
support through the BRACE program provides the much-needed fiscal 
space to help mitigate the adverse impacts of the crisis on the poor and 
vulnerable; and strengthen the resilience in the short-run. The program 
team also closely coordinated with IMF staff on macroeconomic 
assessment, fiscal risks, and debt sustainability. The World Bank 
committed for an envelope of $100 million (grant) in April 2022 to 
prepare for and respond to the external shock due to geopolitical 
turbulences. The proposed ADB grant represents only around 0.8% of 
the total external debt stock of $6.665 billion during 2021 and will not 
affect the debt-to-GDP ratio. The BRACE program basically supports 
the government’s countercyclical expenditures plan to mitigate the 
impact of the crisis on the poor and vulnerable. The size of the BRACE 
program is determined keeping in view the government’s fiscal needs 
arising from its pro-poor countercyclical measures and expenditures. 
The government’s financing needs are expected to reach $517.8 million 
during 2022, and the proposed BRACE program will finance a 9.7% 
share of the financing gap.  

IMF Coordination The ADB program team has coordinated closely with IMF staff on 
Tajikistan’s latest macroeconomic outlook and risks, fiscal measures 
being introduced in response to the Russian invasion of Ukraine, and 
preparation of ADB support for the government’s response. There is 
close collaboration among ADB and key development partners on 
planned assistance through the donor coordination council forum. The 
IMF confirmed support of the ADB program. 

Monitoring and Evaluation The implementation of the government’s Anti-Crisis Action Plan is being 
monitored and evaluated by the President of Tajikistan at the end of 
every month during a government meeting with all ministries involved in 
the plan. The government will also establish a steering committee for 
the implementation of Building Resilience with Active Countercyclical 
Expenditures program. 

ADB = Asian Development Bank, CEO = chief executive officer, COVID-19 = coronavirus disease, CSF=countercyclical 
support facility, DSA = debt sustainability analysis, GDP = gross domestic product, IMF = International Monetary Fund, 
MSME = micro, small, and medium-sized enterprises, NBT = National Bank of Tajikistan, RRP = Report and 
Recommendation of the President, SOE = state owned enterprise, UNICEF = United Nations international Children's 
Emergency Fund, WHO = World Health Organization. 
Source: Asian Development Bank.
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FIRST DEPUTY PRIME-MINISTER 

 
 
No._22/_3-51_____                                                                        2 August 2022  

 
 
 

His Excellency 
Masatsugu Asakawa  
President  
Asian Development Bank  
Manila, Philippines  
 
Subject: Subject: Building Resilience with Active Countercyclical Expenditures Program 
 
Dear Mr. Masatsugu Asakawa, 

On behalf of the Government of the Republic of Tajikistan, I would like to express our gratitude to 
the Asian Development Bank (ADB) for the comprehensive support and long-term fruitful 
cooperation toward our overall reforms and national development agenda. 

This Development Policy Letter highlights the Tajikistan Government’s continued commitment to 
achieve strong, sustainable and inclusive growth in the context of the external shocks triggered 
by regional geopolitical turbulences, which have changed the course of the economy not only of 
Tajikistan but globally. Tajikistan’s macroeconomic and fiscal buffers are stretched as the 
government is also dealing with the effects of the coronavirus disease (COVID-19) pandemic. The 
support from ADB is therefore timely and critical. 

Tajikistan showed resilience during the pandemic and experienced a strong recovery in 
2021however during post-covid period, unfortunately, the situation in the global economy remains 
tensed due to unstable geopolitical situation caused by introduction of a number of restrictive 
measures, mainly of a financial and economic nature, which in turn led to a significant increase in 
global prices for power and essential products, deterioration of interbank relations, as well as a 
decline in volume of trade and production.    

The current situation enhances the degree of influence of external risks on the socio-economic 
situation of Tajikistan, which may in the short term restrain the pace of implementation of strategic 
goals, particularly in the area of sustainable development goals.  

The fiscal policy will be directed towards the support of measures for economy recovery in the 
medium term, with consideration of ensuring debt sustainability.  

Being a small oil-importing country, Tajikistan is among the worst affected countries in the region 
from the repercussions of the Eco-sanctions. In particular, the country’s economic linkages to 
Russia leave it vulnerable to spillover risks from the current crisis. Around one million Tajik labor 
migrants are earning income and sent remittances to their families at home. We estimate that 
throughout 2022, remittances will diminish by at least 25% which will negatively affect household’s 
wellbeing and poverty level. During the first five months of 2022, remittances have already 
dropped by 10 percent. This will lead to lower purchasing power of population, weak imports, less 
budget revenues and rise in NPLs at the banking sector.  
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As the Russian economy falls into contraction, Tajikistan GDP growth will decelerate accordingly. 
Consensus growth forecast for Tajikistan economic growth this year has been revised downside 
from initial 5.4% down to 1.8%. This 3.8 p.p. downgrade in growth forecast will translate into 
estimated economic losses at $350 million. In particular, we expect contraction in construction 
and services sectors this year which were fueled by incoming remittance that supported 
households’ disposable income. Due to external shock, annual inflation is projected to reach 
double digits this year with surging global food prices, i.e. imported inflation. In this situation it will 
be extremely important to support poor and vulnerable people and households, returning 
migrants, as well as SMEs affected by the crisis.    

As a result of trade disruptions, during the first six months of 2022, we observe the following 
negative implications (comparing to the same period of 2021): Drop in investment into main capital 
(by -19.6 percentage points), retail trade (-8.6 p.p), volume of transportation (-8.5 p.p.), industrial 
output (-6.1 p.p.), retail services (-3.7 p.p.), agriculture (-0.9 p.p.). In addition, lower production of 
flour (-35.3%), primary aluminum (-10.8%), cement (-7.3%), medicines (-15%), food and cleaning 
products (-14.4%), cotton textiles (-15.6%) and revenue shortfalls on two taxes totaled 230.4 mln 
TJS (equivalent of $23 million).     

In response to the global economic challenges, the Government of the Republic of Tajikistan has 
undertaken decisive and proactive actions to mitigate the adverse impact of external shocks on 
social-economic situation. These include approval of an “Action plan for mitigating the potential 
risks to the national economy" on 18 March 2022, and “Cost estimates for the implementation of 
the Action Plan” on 30 June 2022. Our efforts are focused on five areas (i) maintaining 
macroeconomic stability; (i) protecting vulnerable people, ensuring the availability and 
affordability of goods, and supporting labor migrants; (iii) improving the investment climate, 
searching for new trade partners, as well as digitalization and enhancing the quality of the internet; 
(iv) improving the state-owned enterprises' sustainability and increasing their transparency; and 
monitoring the macroeconomic situation in Tajikistan. Estimated cost for implementation of the 
Anti-Crisis Action plan is equal to $250 million.  

The government is also committed to achieve the targets included in the design and monitoring 
framework of the BRACE Program, including the gender targets (Attachment 2). To monitor the 
BRACE Program’s implementation, the MOF will set up a steering committee (SC) composed of 
the Deputy Minister of Finance (chair) and the Deputy Ministers of the Ministry of Economic 
Development and Trade (MEDT) and Ministry of Labor, Employment and Migration (MLME).  The 
SC and will provide a structured platform for policy dialogue and implementation support on the 
BRACE Program. The M&E mechanism is provided in Attachment 3. 

We request ADB’s participation in supporting Tajikistan’s countercyclical measures. The 
government appreciates ADB’s $50 million assistance for the BRACE Program to partly finance 
the countercyclical expenditure plan outlined above, which is already under implementation with 
high readiness to receive funds. The program implementation follows high governance standards 
based on an established reporting system. The government remains fully committed to its 
development agenda of the above program. 

In addition, the government appreciates the technical assistance (TA) of $400,000 being provided 
for further strengthening the systems and capacities of the implementing agencies in effective 
implementation, monitoring and evaluation, and examining future support for improving resilience. 
The TA will help to further enhance capacity of MOF and other ministries and agencies in 
submitting quarterly progress reports and program completion report to ADB on achievement of 
the design and monitoring framework indicators, including sex-disaggregated data. The MOF will 
make quarterly progress reports available for the public, including diverse stakeholders. 
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The government has made reallocations in the 2022 Budget to finance and implement these 
response plans, including measures in three priority areas, namely;  

(i) additional social assistance measures for vulnerable households (additional one-time 
social assistance, expansion of coverage);  

(ii) Food security measures (food stockpiling to ensure adequate supply, delivery of 
agricultural inputs to farmers), and  

(iii) economic support measures for the private sector (vocational trainings, concessional 
loans, and e-services for entrepreneurs). The package will include measures to enhance 
food security and provide support to small scale farmers with agricultural inputs to increase 
production.  

This support is critical to support implementation of the government’s COVID-19 response plans 
and to cover the deficit of financial resources due to the pandemic. This is necessary to help us 
alleviate the negative impact of external shocks and implement economic policies to maintain a 
stable and sustainable macroeconomic situation aimed at reducing poverty and promoting 
inclusive economic development.  

In view of difficult financial-economic conditions, the Government requests ADB’s support through 
Building Resilience with Active Countercyclical Expenditures Program to cope with the current 
external economic shocks.    

Please accept, Your Excellency the assurances of my highest consideration. 

 

Davlatali Said /signed/ 
 

First Deputy Prime Minister 
ADB Governor for Tajikistan 
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