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Introduction

The Strategy of the Eurasian Fund for Stabilization and Development is a document of the member states 
of the Fund in relation to the management of the Fund’s resources.

The	Strategy	defines	 the	key	areas	of	 the	Fund’s	activities.	 It	 serves	as	a	basis	 for	 the	preparation	and	
approval	of	annual	Work	Programmes	financed	with	the	EFSD	resources.

The Strategy was adopted by the EFSD Council on the basis of the principles of the Fund’s resources 
management and the mandate of the EFSD Council. Any decision that requires amendments to the EFSD 
statutory documents will be taken in accordance with the EFSD Treaty (Article 6) and the Statute of the 
EFSD (Article 13 (s)).
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Executive Summary

In accordance with the Eurasian Fund for Stabilization and Development (EFSD, the Fund) 
statutory documents , the key element of the Fund’s mandate is to ensure economic and 
financial	stability	of	its	member	states.	As part of this mandate, the Fund performs operations to 
stabilise and enhance the sustainability of economic growth and assist development. In the near term, it 
entails timely crisis responses, while in the long term, it includes macroeconomic stabilisation, institutional 
reforms, development of the physical infrastructure and social sector. Ultimately, the Fund’s support is 
aimed at sustainable growth of the well-being of the population of its member states.

The	EFSD	is	the	important	source	of	stabilisation	financing	in	its	region	of	operations.	The 
Fund	provides	stabilisation	financing	for	budget	and	balances	of	payments	support,	as	well	as	facilitates	
the recovery of critical infrastructure and the implementation of priority institutional reforms.

The	EFSD	is	a	regional	financing	arrangement	with	a	developed	institutional	capacity.1  Its 
member states have formed a solid institutional capacity for the Fund, including its statutory documents, 
internal regulations, standards and policies, human resources with professional competences and 
knowledge, and analytical toolkit.

During the period of the Strategy implementation, the vulnerability of the recipient states’ 
economies to external shocks will remain high, despite a recovery in their growth rates. The 
economic performance of the initial years of the strategy will be determined by external factors, as well as 
macroeconomic and social policy measures to counter the consequences of COVID-19. However, all the 
EFSD	recipient	states	are	projected	to	have	budget	deficits,	relatively	high	debt	levels,	as	well	as	persistent	
and considerable dependency on remittances of labour migrants, mainly from Russia.

All EFSD recipient states face an ambitious agenda of structural and institutional reforms. 
Structural and institutional challenges are obstacles to further unleashing the economic potential and 
generate	risks	to	balanced	and	sustainable	economic	growth	and	financial	sustainability.

The EFSD recipient States are entering the phase of comprehensive structural and 
institutional reforms implementation, including those in the public administration, energy, and 
state-owned	enterprise	 sectors,	 improving	 the	efficiency	of	 the	 labour	market,	and	others.	To	enhance	
the potential and sustainability of economic growth, it is essential to recover and develop the physical 
infrastructure of the following sectors: energy, transport, social, water, and agriculture.

1 The fund is not a legal entity. The EFSD Resources Manager is the Eurasian Development Bank.
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The EFSD target model is aimed at implementing its mandate and responses to the demands 
of its recipient states during the Strategy implementation period. These needs are outlined in 
the EFSD Country Strategies and include support for the stabilisation agenda of the authorities, assistance 
in the design, promotion, and implementation of institutional reforms, as well as in upgrading physical 
and social infrastructure. The EFSD target model consists of four blocks:

• The	EFSD	as	a	key	source	of	stabilisation	financing	in	its	region	of	operations. The Fund 
performs	 regular	macroeconomic	 surveillance	 and	 assessment	 of	 financing	 needs,	 provides	member	
states	with	information	on	risks		and,	if	needed,	ensures	timely	and	sufficient	financing	in	coordination	
with IFIs.

• The EFSD as a leading centre for assistance in structural and institutional reforms, 
including economic policy advice. The EFSD provides assistance in planning and development of 
priority reforms, programmes for basic and social infrastructure development and recovery , as well as 
contributes to their funding and implementation.

• The EFSD is one of the key centres of technical assistance (TA) to its member states and 
transfer of regional and global expertise. The EFSD supports the development priorities of its 
member	states,	offering	its	expertise	and	knowledge,	based	on	the	best	global	and	regional	practices.	
Technical assistance projects are implemented using the Fund’s grant facility, and there is an option of 
creating a special TA tool in future.

• The EFSD as a key window for donor states to implement the international development 
assistance agenda in the region. The EFSD creates new opportunities for the implementation and 
unlocking of the bilateral international development assistance agenda in the region.

During the Strategy implementation period, the EFSD will retain capacity to support its 
recipient states.
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The	 volumes	 of	 stabilisation	 programme	 financing	 and	 budget	 support	 to	 promote	
institutional reforms will depend on the materialization of macroeconomic and other risks, as well as 
on the progress on the reform agenda.

The Fund’s portfolio of investment projects is based on the priorities and investment 
programmes	 of	 the	 EFSD	 recipient	 states,	 the	 ability	 to	 finance	 new	 projects,	 and	
accumulated industry expertise. The projects selection will be carried out taking into account 
the replacement of completed projects with the new ones and the development of sector and country 
diversification	of	the	portfolio.	

The	volume	of	grant	projects	to	finance	country	programmes	in	education,	healthcare,	and	
social protection will increase. In addition, the Fund will start implementing grant projects aimed at 
technical	assistance	in	the	field	of	public	administration.	

A feature of the Strategy period will be the strengthening of the “soft component” in the 
Fund’s	activities,	expressed	in	the	advisory	support	to	its	recipient	states,	both	within	financial	credits	and	
project operations, such as grants for project preparation.

In order to successfully implement its mandate and the strategic objectives as part of the 
transition to its target model, the Fund will build up the expertise in the following areas: 
macroeconomic surveillance, debt sustainability, risk and performance management. An early warning 
system and a technical assistance tools will be developed and incorporated into its project activities. The 
Fund’s	industry	and	sector	expertise	will	also	be	enhanced	in	the	key	directions	of	financing.

An important element of the target model of the Fund will be building up its human capacity 
that ensure the Fund functioning. 

As part of its transition to a new target model, the EFSD may need to amend its statutory 
documents. In particular, if supported by the EFSD member states, amendments to the statutory 
documents may cover the following areas: (1) implementation of a TA instrument (among other things, 
to	 finance	 project	 preparation	 and	 analytical	 support	 of	 institutional	 reforms);	 (2)	 introduction	 of	 a	
macroeconomic	 surveillance	 toolkit;	 (3)	 amendment	 of	 regulations	 on	 the	 administration	 of	 donor	
projects;	and	a	number	of	other	selective	adjustments.

In 2024, there will be a mid-term assessment of the implementation progress and adjustment of 
the objectives and key activities under the Strategy, among other things, taking into account changes in 
the macroeconomic framework.
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1.  About the Eurasian Fund for Stabilization 
and Development

1.1. EFSD Goals

In accordance with the statutory documents of the Eurasian Fund for Stabilization and Development (EFSD, 
the	Fund),	the	key	Fund’s	mandate	is	to	ensure	economic	and	financial	stability	of	its	member	states.	As	
part of this mandate, the EFSD operations are carried out to stabilise and enhance the sustainability of 
economic growth and facilitate development. In the near term, it entails timely crisis responses, while in 
the long term, it includes macroeconomic stabilisation, institutional reforms, development of the physical 
infrastructure and social sector. Ultimately, the Fund’s support is aimed at sustainable growth of the well-
being of the population of its member states. 

The objective of development assistance from the EFSD resources is to support sustainable, inclusive, 
and balanced growth of the Fund’s member states. Therefore, the Fund provides assistance in planning 
and implementation of reforms aimed at structural transformation in the member states’ economies, 
improvement of their key institutions, recovery and modernization of their physical infrastructure, and 
build-up of the human capital needed for sustainable growth of the economies, as well as at enhancement 
of the countries’ connectivity in the region.

The EFSD focuses, among other things, on supporting the achievement of the Sustainable Development 
Goals (SDGs). The EFSD work is built around ten SDGs (see Annex 4). When planning its projects, the 
Fund takes into account how a project would contribute to the achievement of the SDGs. In addition, the 
Fund links its projects with the achievement of the SDGs within the framework of its statistical reporting 
on	development	finance	flows.

The	EFSD	 is	 a	 regional	 financing	 arrangement	 and	 a	part	 of	 the	Global	Financial	 Safety	Net	 (GFSN),	
consisting	 of	 the	 International	 Monetary	 Fund	 (IMF),	 other	 regional	 financing	 arrangements,	 swap	
arrangements, and international reserves (Table 1).
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Table 1. Elements of the Global Financial Safety Net

GFSN layers Description

Global layer International Monetary Fund

Regional layer
Regional	financing	arrangements,	including	the	EFSD,	
ESM, CMIM, EU BoP AF, FLAR, AMF

Bilateral layer Central bank bilateral swap arrangements

National layer FX reserves

Source:	E.	Vinokurov,	A.	Efimov,	A.	Levenkov	(2019)	EFSD	Working	Paper	No.	1	“The	Eurasian	Fund	for	Stabilization	
and Development: A Regional Financing Arrangement and Its Place in the Global Financial Safety Net”.

The EFSD was established with an international agreement between its member states. 
The Fund is not a legal entity. The Fund’s resources are managed by the EFSD Council, composed of the 
Ministers of Finance of its member States. 
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1.2. EFSD Performance

1.2.1. Projects

Since its establishment, the Fund has been supporting its member states in stabilising 
their economies, advancing their structural reform agendas, recovering their physical 
infrastructure, and implementing projects in the social sphere. The member states have 
received	ongoing	expert	support	in	the	field	of	macroeconomic	monitoring	and	structural	
reforms.

1.2.1.a. Stabilisation support and assistance to reforms

During	the	first	several	years	of	its	operations,	the	Fund’s	crisis	agenda	prevailed.	The	first	
financial	credit	was	extended	to	Tajikistan in 2010 with the main goal to avoid a budget crisis, which could 
become more acute due to unforeseen expenses on combating a natural disaster against accompanied with 
a	significant	deterioration	of	the	terms	of	trade	and	a	decrease	in	budget	revenues.	In 2011, the EFSD 
provided prompt assistance to Belarus to mitigate the impacts of a balance of payments crisis and restore 
the macroeconomic stability.

During a number of years preceding the Strategy implementation period, the Fund 
expanded	its	agenda,	shifting	the	focus	from	mainly	stabilisation	financing	to	assistance	
in structural reforms. This shift was largely determined by structural, institutional, and infrastructure 
challenges in the member states. Removing these bottlenecks helps in achieving sustainable and inclusive 
growth and reducing the countries’ vulnerability to external shocks.

Since	2015,	the	shape	of	the	Fund’s	financial	credits	has	begun	to	evolve	substantially. The 
Fund’s support has become more comprehensive and focused on numerous policy measures and reforms. 
The agenda now includes the achievement of long-term development goals, while the Fund itself has 
transformed	 from	an	 “anti-crisis”	 to	 a	 fund	 for	 “stabilization	 and	development”,	with	 a	 grant	 support	
added to its toolkit.

Overall,	since	the	Fund’s	establishment	in	2009,	the	EFSD	Council	has	approved	financial	credits	to	four	
states: Armenia, Belarus, Kyrgyzstan, and Tajikistan.

An	analytical	classification	of	financial	credits	has	been	formed. Based on practice, the Fund has 
set	the	structure	and	the	implementation	logic	of	financial	credit	instrument		which	depends	on	challenges	
faced	by	a	states.	All	EFSD	financial	credits	approved	so	far	can	be	analytically	divided	into	three	sub-
groups depending on the goals of the programmes they support (Table 2).
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Table	2.	Approved	EFSD-funded	financial	credits,	by	States	and	goals

Macro stabilisation
Macro stabilisation, institutional, 

and structural reforms
Emergency	financing	in	the	

COVID-19 pandemic

Tajikistan 
(2010, US $70 million)

To prevent the development of a 
budget crisis that could become 
more acute due to unforeseen 
expenses on landslide control 
accompanied	with	a	significant	
deterioration of the terms of 
trade and a decrease in budget 
revenues

Armenia 
(2015, US $300 million)

To	enact	the	first	Tax	Code;	expand	
the share of electronic procurement 
methods;	improve	the	methodology	
for	calculating	the	electricity	tariff;	
reduce	the	dollarisation;	enhance	the	
protection of depositors

Belarus 
(2020, US $500 million)

To support the measures of the 
Government and the Central 
Bank to mitigate the impact of the 
pandemic

Belarus 
(2011, US $3 billion)

To mitigate the impacts of the 
balance of payments crisis and 
restore the macroeconomic 
stability

Tajikistan 
(2016, US $40 million)

To enhance the transparency of the 
banking sector. To launch reforms to 
improve the system of granting tax 
and customs incentives

Kyrgyzstan 
(2020, US $100 million)

To support the measures of the 
Government and the Central Bank 
to mitigate the impacts of the 
pandemic

Belarus 
(2016, US $2 billion)

To improve the cost recovery of utility 
and	transportation	tariffs,	reduce	
directed lending, reduce foreign 
exchange market controls, improve 
the business climate, and increase the 
number of SMEs

Tajikistan 
(2020, US $50 million)

To support the measures of the 
Government and the Central Bank 
to mitigate the impacts of the 
pandemic

Source: EFSD Project Unit.

The	 first	 sub-group	 includes support for stabilisation programmes, mainly aimed at eliminating 
macroeconomic	imbalances.	The	conditionality	of	the	EFSD	financing	in	this	case	is	usually	limited	to	the	
implementation of safeguard measures by the governments and central banks.

The second sub-group of	financial	credits	supports	programmes	that	focus	on	the	implementation	of	
structural and institutional reforms.

The third sub-group are	financial	 credits	 that	 support	 the	budget	 in	 response	 emergencies	of	non-
economic nature, such as natural, human-induced disasters, pandemics, and other natural and man-
triggered events. For example, in 2020, in response to the COVID-19 pandemic, the EFSD approved 
financing	for	Belarus,	Kyrgyzstan,	and	Tajikistan.	The	programmes	diverged	from	the	standard	practice	of	
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EFSD	financial	credits,	first	of	all,	in	terms	of	their	conditionality,	which	was	limited,	and	implementation	
time horizon, which was short-term (single tranche).

Within the Strategy implementation period, options should be considered to institutionalise the approach 
to classifying EFSD budget and balance of payments support operations. This will enhance the transparency 
of	the	Fund’s	operations,	the	effectiveness	of	its	cooperation	with	the	member	states,	and	the	predictability	
of the Fund’s resource availability for potential recipients.

1.2.1.b. Support of physical infrastructure and social sphere

In 2021, the EFSD’s portfolio of investment and grant projects included 18 infrastructure ones (Figure 1). 
Of	those,	concept	notes	or	financing	were	approved	for	8	projects,	9	projects	were	under	implementation,	
and	1	project	was	in	its	final	stage	(scheduled	repayments).

The active grant programmes in the social sphere are aimed at improving the environment for the human 
capital development and are implemented in health and education sectors (see Box 1).

More detailed information on the Fund’s performance in all areas of support to recipient states can be 
found in the Country Strategies.

Box 1. EFSD Grant Projects

Kyrgyzstan and Tajikistan. 
Caravan of Health

Organisation of targeted preventive medical 
examinations of children and adults in rural 
mountainous and hard-to-reach areas

Armenia. Prevention and control of 
breast cancer in the 50–69-year-old age 
group of women

The EFSD pays for mobile mammography, 
further examination, and treatment
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Figure	1.	EFSD	financing	for	long-term	development

Toktogul HPP 
rehabilitation (KR)

Commissioning of 
the second hydro 
generation unit of 
Kambarata HPP-2 

(KR)

Nurek HPP 
rehabilitation. 
Phase 1. (RT)

Irrigation system 
modernisation (RA)

Construction of 
Mastara reservoir 

(RA)

Supplies of 
agricultural 

machinery (KR)

Irrigation system 
modernisation (RT)

Drinking water 
supply (KR)*

Energy
Agriculture and 

water supply
Transportation

Bishkek-Osh road 
rehabilitation

Aral-Suusamyr 
road

North-South road 
corridor

Social sphere

Prevention and 
control of non-
communicable 

diseases

Access to primary 
medical care in 

remote areas

Grants related to 
COVID-19  

(RA, KR, RT)

Electronic labour 
exchange (RA)

Energy	efficiency	of	
social facilities (RA)

Human capital  
development

Infrastructure  
development

* the project preliminary application is under consideration.

Source: EFSD Project Unit.
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1.2.2. Research support for the EFSD Goals

The primary goal of the EFSD research is to support the entire range of its project operations with analytical 
and forecasting tools (Figure 2).

Figure 2. EFSD Analytics in project activities

Financial Programming

A supporting modelling tool for the development of 
crisis	financing	programmes

Project Analytics

Analytical support for the development of government 
policy	measures	supported	with	EFSD	financial	credits

Debt Sustainability Models 

A key tool for analysis of public debt sustainability and 
solvency of a country

Applied Research

EFSD applied research , including that performed 
jointly with other IFIs, and dialogue with its member 
states on the basis of the research

Source: EFSD Project Unit.

In particular, the support is aimed at assisting in the assessment and development of policy measures, 
making	 informed	 and	 sound	 decisions	 on	 the	 provision	 of	 financing.	 Secondly,	 the	 analytical	 activity	
contributes to the accumulation of knowledge in the areas of the Fund’s specialisation and competence for 
the	benefit	of	its	member	States.	Thus,	upon	request	of	the	EFSD	member	States,	the	EFSD	Project	Unit	
provides	ongoing	advisory	support	within	the	framework	of	available	institutional	and	financial	resources.

When preparing research and forecasts, the EFSD Project Unit uses modern macroeconomic 
models. As	of	mid-2021,	it	included	financial	programming	models	and	debt	sustainability	modules	for	
four EFSD recipient States (Box 2).

Box 2. EFSD macroeconomic Models

(1)	 	Financial	 programming	models	 are	used	 to	 analyse	 economic	 and	financial	 development	
in	 the	 countries	 based	 on	 historical	 data.	 The	 Fund	 has	 developed	 and	 applies	 financial	
programming models for Armenia, Belarus, Kyrgyzstan, and Tajikistan. Financial 
programming	is	a	key	tool	for	structuring	financial	programmes	and	is	used	for	the	Fund’s	
dialogue	 with	 the	 authorities	 of	 its	 recipient	 states	 in	 preparing	 financial	 credits	 and	
performing the macroeconomic monitoring.

(2)  Debt sustainability analysis models are used to assess the current and the projected debt situation 
in a state and its solvency. In the EFSD projet activities, the Fund applies a set of models to 

Project  
operations
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analyse the debt sustainability of Armenia, Belarus, Kyrgyzstan, and Tajikistan. At present, the 
EFSD Project Unit has expertise to assess the debt sustainability of the EFSD recipient states. 
Public	debt,	public	finance	analysis	is	carried	out	in	dialogue	with	the	ministries	of	finance	and	
Economy and the National Banks of the recipient States.

In order to consistently form the EFSD knowledge base, since 2019, the Fund has been publishing 
a series of applied research documents – the EFSD Working Papers. The EFSD Project Unit 
research contributes to improving the quality of dialogue with the EFSD recipient States. The key topics 
of	the	Fund’s	working	papers	are	the	macroeconomic	(fiscal	and	debt)	sustainability	in	the	EFSD	recipient	
States;	the	functioning	of	the	Global	Financial	Safety	Net	in	the	EFSD	region	of	operations.	The	working	
papers are discussed with the governments of the EFSD member States and are reviewed by international 
financial	institutions	(IFIs),	including	the	IMF,	the	World	Bank	(WB),	and	the	Asian	Development	Bank	
(ADB).
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2.  Systematic Country Diagnostics and 
Challenges

To	define	the	EFSD	priorities	for	the	strategy	period,	a	comprehensive	diagnostics	of	the	medium-term	
development prospects and reform priorities of the EFSD recipient states was conducted.

2.1. Development challenges and Goals of Recipient States

The vulnerability of the economies of the EFSD recipient States to external shocks will 
remain high. This	is	primarily	due	to	relatively	low	diversification	of	their	economic	activity	and	exports,	
high debt levels, as well as high dependence on remittances of labour migrants, mainly from Russia.

In the context of the persistent vulnerability to shocks, balanced macroeconomic policy 
will	be	of	paramount	importance	for	maintaining	macroeconomic	and	financial	stability.	
One	of	the	key	challenges	is	to	keep	inflation	within	the	target,	given	the	inflationary	pressures	generated	
by non-monetary factors, including rising world prices. During the Strategy period, the key challenges 
for	fiscal	policy	will	be	mounting	fiscal	and	quasi-fiscal	risks,	as	well	as	maintaining	debt	sustainability.	
At	the	same	time,	the	countries	face	the	objective	of	ensuring	sustainable	financing	for	protected	social	
expenditures, as well as important social programmes and infrastructure projects.

All the countries face an ambitious agenda of structural and institutional reforms. That is a 
prerequisite for sustainable and inclusive economic growth.

The dominant position of the state-owned sector in the economy is one of the key structural 
challenges for most of the countries. This is particularly relevant for Belarus, Kyrgyzstan, and 
Tajikistan. Large-scale direct and indirect support to state-owned enterprises increases pressures on 
public	finance,	leads	to	higher	fiscal	and	quasi-fiscal	risks,	and	creates	an	uneven	playing	field	for	private	
sector development , constraining competition and weakening incentives for long-term investment.

Institutional	constraints,	including	those	related	to	low	efficiency	of	public	administration	and	insufficient	
development of market institutions, are serious barriers to the private sector development in all the 
recipient countries. In Armenia, Kyrgyzstan, and Tajikistan, this is aggravated by a high share of the 
shadow economy, which has a negative impact on investment growth and productivity.

In further increasing the potential of economic growth and enhancing sustainability, 
Armenia, Kyrgyzstan, and Tajikistan facing ambitious objectives - recovery and development 
of their physical infrastructure. This includes energy, road, and water infrastructure. To improve 
the energy security, it is necessary to recover the existing and develop new generating capacities, among 
other	 things,	 to	 ensure	more	 effective	 use	 of	 the	 renewable	 energy	 potential.	Also,	 the	 one	 of	 the	 key	
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objectives is rehabilitation and development of water management infrastructure that will ensure access 
of arid agricultural regions to reliable water sources. Given that some of the countries are landlocked, have 
a low density of quality roads, and exhibit regional geographical features, the development of transport 
infrastructure is also a priority.

The development of human capital is of particular importance. This objective is inextricably 
linked	 to	 low	 efficiency	 of	 labour	markets,	which	 is	 relevant	 both	 for	 the	 countries	with	 demographic	
challenges as a result of population aging (Armenia, Belarus), and for the countries with rapid population 
growth and, thus, growth of labour supply outstripping labour demand (Kyrgyzstan, Tajikistan). Therefore, 
the development of social sectors, including education and healthcare, is of particular importance. 
Improving access to quality education and health services will help boost the economic mobility of the 
population,	thereby	enhancing	labour	market	efficiency,	productivity,	and	long-term	growth	potential	at	
large.

For	Armenia,	Kyrgyzstan,	and	Tajikistan,	improving	social	protection	effectiveness		for	vulnerable	groups	
is	still	an	important	objective.	Their	social	protection	systems	require	major	transformation,	first	of	all,	
to improve targeting and coverage. This will both streamline their budget spending on social assistance 
and	significantly	increase	the	volume	of	assistance	to	households	in	need,	which	is	currently	inadequate	to	
overcome	the	“poverty	trap”	and	ensure	income	equality	between	regions	in	some	of	the	countries.

Although most of the key challenges faced by the potential EFSD recipient states are similar, as they 
mirror the stages of development of low- and middle-income countries, each country encounters particular 
challenges	that	reflect	its	specifics	-	geographical	location,	level	of	socio-economic	development,	degree	of	
integration into the regional and global economy, as well as the level of development of the key public and 
market institutions.

The challenges faced by each of the EFSD recipient countries are presented in more details in Country 
Strategies.
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3. EFSD 2026 Target Model

The EFSD target model is aimed at implementing its mandate in accordance with its statutory documents 
and	reflects	the	demand	of	its	recipient	states	during	the	Strategy	period.	These	country	needs	are	outlined	
in the EFSD Country Strategies and include support for the stabilisation agenda, assistance in the design, 
promotion, and implementation of institutional reforms, as well as assistance in recovery of physical and 
social infrastructure.

Within stabilisation and development mandate, the EFSD will enhance the quality of its work during the 
Strategy period. The major changes will include deepening its expertise and providing advisory support in 
the preparation and implementation of priority policy measures and reforms (Figure 3).

Figure 3. Environment for the EFSD operations during the Strategy period

Challenges become increasingly unpredictable 
in the Strategy period

    

The countries have moved to 
implementation of more comprehensive 
reforms (next generation reforms)

The EFSD target model consists of four blocks:

• The	EFSD	as	a	key	source	of	stabilisation	financing	in	its	region	of	operations. The Fund 
performs	 regular	macroeconomic	 surveillance	 and	 assessment	 of	 financing	 needs,	 provides	member	
states	with	information	on	risks		and,	if	needed,	ensures	timely	and	sufficient	financing	in	coordination	
with IFIs

• The EFSD as a leading centre for assistance in structural and institutional reforms, 
including economic policy advice. The EFSD provides assistance in planning and development of 
priority reforms, programmes for basic and social infrastructure development and recovery , as well as 
contributes to their funding and implementation.

• The EFSD is one of the key centres of technical assistance (TA) to its member states and 
transfer of regional and global expertise. The EFSD supports the development priorities of its 
member	states,	offering	its	expertise	and	knowledge,	based	on	the	best	global	and	regional	practices.	
Technical assistance projects are implemented using the Fund’s grant facility, and there is an option of 
creating a special TA tool in future.

• The EFSD as a key window for donor states to implement the international development 
assistance agenda in the region. The EFSD creates new opportunities for the implementation and 
unlocking of the bilateral international development assistance agenda in the region.
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3.1.  EFSD as a Key Source of Stabilisation Financing in the Region 
of Operations

OBJECTIVES. Within this priority, the role of the EFSD is to enhance preventive work and provide 
adequate	stabilisation	financing	in	a	timely	manner,	where	it	is	justified	and	necessary,	in	cooperation	with	
the	other	IFIs	and	development	partners.	To	this	end,	the	Fund	performs	regular	assessment	of	financing	
needs,	informs	the	member	states	on	risks	and	financing	gaps,	and	provides	financing,	if	necessary,	within	
its resources.

A	key	source	of	stabilisation	financing	in	its	region	of	operations1
Forecasting and  
risk	identification

• Sound and prompt assessment of 
financing	needs

• Informing memerb-states on risks 
and	financing	needs

• Financial programming
• Debt sustainability analysis
• Early warning system
• Stress tests

• Formalizing regular missions
• Timely provision of information 

and statistics

• Provision	of	sufficient	stabilisation	
financing	in	a	timely	manner	
(together with other IFIs)

• Financial credit
• Analytical support

• Ensuring	availability	of	financing
• Prompt decision-making to support 

stabilisation programmes

Objectives

Tools

Member-states 
support

Closing part  
of	financing	gaps

The EFSD is committed to implementing its key mandate in the region of operations to 
help maintain the macroeconomic stability. The Fund’s crisis agenda during the Strategy period 
will be implemented along two lines. First, in the form of systematic macroeconomic monitoring and 
surveillance,	which	will	be	useful	for	the	states	in	ensuring	prevention	and	timely	identification	of	crises	
and/or overcoming the impacts of shocks. Second,	in	the	form	of	stabilisation	financial	support	for	the	
EFSD	recipient	states	to	implement	emergency	policy	measures,	if	financial	and	economic	risks	materialise.

In	crisis,	EFSD	stabilisation	financing	will	normally	be	limited	to	the	amount	necessary	to	overcome	the	
acute phase of the crisis and will not be conditioned by the implementation of structural and institutional 
reforms.	However,	a	prerequisite	for	providing	this	type	of	financing	is	a	crisis	programme	approved	by	
the authorities of the country and aimed at mitigating the impact of the crisis or the shock on the economy, 
the	population,	and	the	financial	sector.
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In	order	 to	effectively	use	 its	 resources,	 the	EFSD	will	 continue	 to	coordinate	programme	preparation	
closely	with	the	IMF	and	other	donors,	inter	alia	analysing	options	for	co-financing	closure	of	budget	and	
balance of payments gaps with other donors.

The EFSD aims to develop quality macroeconomic forecasting and surveillance, in particular, 
the	forecasting	of	potential	budget	and	balance	of	payments	financing	gaps.	Given	the	persistently	high	
vulnerability of the EFSD recipient states to external shocks during the Strategy period, it is important to 
improve the quality of macroeconomic forecasting and assessment of macroeconomic policies, including 
forecasting	of	potential	budget	and	balance	of	payments	financing	gaps.

A	significant	enhancement	of	analytical	competencies	and	expertise	will	be	part	of	the	EFSD	fundamental	
changes. This fundamental change involves:

• Institutionalisation of macroeconomic surveillance. Regular consultations with the authorities 
of the recipient countries on macroeconomic policy issues (similar to the IMF Article IV Consultations).

• Improvement of the quality of macroeconomic forecasting and modelling tools, including 
the	forecasting	of	potential	financing	gaps.	This	will	require	further	improvement	of	forecasting	toolkit	
(financial	programming	and	debt	sustainability	models).	As	concerns	 the	debt	sustainability	models,	
the within the Strategy period the enhancements include: improvement of debt modules to take into 
account new challenges (including environmental and climate change mitigation) and parameters 
based	on	the	best	international	practices;	assessment	of	transmission	effects	of	neighbour	countries	on	
debt	parameters;	and	analysis	of	the	aggregate	external	debt,	including	in-depth	analysis	of	the	private	
external debt.

• Development of an early warning system. This system will enable comprehensive 
assessments of recipient countries’ solvency, taking into account the rapidly changing external 
environment. Early warning systems are used by various IFIs. They help assess the stability of countries’ 
financial	positions,	the	ability	to	mobilize	financing	on	market	conditions,	and	the	likelihood	of	a	banking	
crisis.

Better forecasting with early warning system will be instrumental in:

• helping the countries curb negative impacts of crises on the economy and the population in a timely 
manner;

• projecting	the	amount	of	required	stabilisation	support	to	inform	the	member-states;	and

• improving	coordination	with	development	partners	on	the	provision	of	stabilisation	financing.
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Taking	into	account	that	EFSD	financial	capacity	to	support	member	states	in	crisis	are	limited		is	limited,	
the	Fund	will	incentivise	preventive	efforts	of	the	countries’	authorities	aimed	at	reducing	the	vulnerabilities	
and imbalances. This task is a part of second and third priorities (items 3.2–3.3). In addition, with the 
aim	to	reduce	vulnerabilities	and	achieve	sustainable	growth,	as	well	as	to	improve	the	Fund	effectiveness,	
the EFSD will  investigate mechanisms for conditioning access to the Fund stabilisation resources with 
progress on the key reforms agenda.

3.2.  The EFSD is a Leading Centre for Assistance in Structural and 
Institutional Reforms, including Economic Policy Advice

OBJECTIVES. The EFSD assists in planning and development of priority reforms, infrastructure 
development	and	recovery	programmes,	as	well	as	supports	their	financing	and	implementation.

A Leading Centre for Assistance in Structural and Institutional reforms, including 
Economic Policy Advice2

• Successful implementation of 
priority reforms

• Consultations and missions
• Thematic workshops and 

experience sharing
• Technical assistance

• Implementation of a technical 
assistance instrument

• Expansion of the Fund's expert and 
project potential

• Mobilisation of external expertise 
by the Fund

• Support of the implementation of 
priority reforms

• Closing infrastructure gaps
• Development of social sectors

• Financial credits
• Investment loans
• Grants for projects in social 

sectors
• Technical assistance

• Ensuring availability and adequacy 
of	financing

• Implementation of a technical 
assistance instrument

• Expansion of the Fund's expert and 
project potential

• Mobilisation of external expertise 
by the Fund

Budget support  
for development assistance

Objectives

Tools

Member-states 
support

Assistance in formulation and 
implementation of measures and 

policies of the recipient 
states
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1. Structural and institutional challenges in the EFSD recipient states impede further 
unlocking of the economic potential and pose risks for balanced and sustainable 
development.

Many	EFSD	member	states	have	made	significant	progress	in	implementing	“first	generation”	reforms	that	
helped improve the quality of their macroeconomic policies. However, they are still to achieve important 
objectives	of	improving	their	tax	administration	and	fiscal	and	quasi-fiscal	risk	management,	raising	the	
effectiveness	of	tax	and	customs	incentives,	and	enhancing	the	quality	of	their	public	debt	management.	
Moreover, many countries have moved to the implementation of more comprehensive structural and 
institutional reforms, including in public administration, energy and state-owned enterprise sector 
reforms,	improving	the	efficiency	of	labour	market,	and	others.

During the Strategy period, the EFSD will focus on assistance to recipient countries in implementation of 
structural	and	institutional	reforms	aimed	at	improving	the	efficiency	of	their	macroeconomic	policies,	as	
well as reforming key public and market institutions.

The EFSD will support the implementation of the digital agenda, where it is possible and appropriate, as 
part	of	improving	the	effectiveness	of	work	in	priority	areas	(for	more	details,	see	EFSD	Country	Strategies).

2. During the Strategy implementation period, the EFSD will continue to assist countries 
in developing their physical and social infrastructure. The EFSD will support the development 
and recovery of physical infrastructure in accordance with the priority areas of investment and grant 
mechanisms in: energy, transport, social infrastructure, water sector, agriculture, health, and education 
(country-specific	priorities	are	presented	in	its	Country	Strategies).

The	EFSD	activities	in	the	field	of	financing	physical	infrastructure	are	seen	as	part	of	its	
stabilisation and development agenda. The Fund contributes to the rehabilitation of those physical  
infrastructure that is critical for sustainable growth of its recipient states.

The	following	areas	are	important	“soft”	components	of	EFSD	projects:	improving	the	quality	and	efficiency	
of project preparation, building the capacity of recipient states to implement the projects, enhancement 
of	the	institutional	effectiveness,	knowledge,	skills,	and	potential	of	public	institutions,	and	assistance	in	
improving institutional environment.

In this regard, the activities of the EFSD will be strengthened at the project preparation 
phase, as well as at the stage of planning and implementation of “soft” components of a 
project.
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The	EFSD	project	cycle	will	cover	implementation	of	an	investment	project	from	the	moment	it	is	identified,	
including	the	possibility	to	f	finance	project	preparation.	This	approach	will	ensure	uniform	approach	to	
preparation and implementation of projects, it will accelerate the pace of their review and approval.

The above EFSD plans may require introduction of amendments to its statutory documents. 
In this regard, the steps will be taken to assess perspectives for amending the statutory and other regulatory 
EFSD	documents,	as	needed,	aiming	at	establishing	legal	framework	for	project	preparation	financing	and	
further project support with technical assistance. The potential areas of technical assistance within EFSD 
project operations of the may include:

• preparation	of	projects	(design	and	research,	feasibility	studies),	including	“soft”	components;

• implementation	of	independent	technical	supervision,	monitoring	at	project	implementation	stage;

• preparation and assistance in implementation of structural and institutional reform measures within 
governmental	programmes	that	are,	supported	with	EFSD	financial	credits;

• advisory	 services	 in	 procurement	 management,	 financial	 management,	 environmental	 and	 social	
safeguards,	engaging	industry	specialists;	and

• training of personnel in project implementation units (PIUs) and in government agencies of the recipient 
countries.

Potential priority areas of assistance, including that within budget support programmes and physical and 
social	infrastructure	development	financing	,	are	presented	in	Table	3.	More	detailed	information	on	the	
areas, in which the EFSD could provide support during the Strategy period, can be found in its Country 
Strategies.
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Table 3. Prospective areas of support during the EFSD Strategy period

A. Support for Balanced Macroeconomic Policies, Structural and Institutional Reforms

Fiscal and Debt Policies
Monetary and Exchange 

rate Policies
Structural and 

Institutional Reforms

Armenia
• Tax administration

• Debt sustainability

• Prudent monetary policies 
ensuring the achievement 
of	inflation	targets

• Labour market, informal 
sector

• Environment for private 
sector development

Belarus
• Debt sustainability

• Quasi-fiscal	risks

• Prudent monetary policies 
ensuring the achievement 
of	inflation	targets

• Labour market

• State-owned enterprise 
sector reform

• Environment for private 
sector development

Kyrgyzstan
• Tax and customs incentives

• Tax administration

• Prudent monetary policies 
ensuring the achievement 
of	inflation	target

• State-owned enterprise 
sector reform

• Environment for private 
sector development

Tajikistan

• Quasi-fiscal	risks

• Tax and customs incentives

• Debt sustainability

• Prudent monetary policies 
ensuring the achievement 
of	inflation	targets

• State-owned enterprise 
sector reform

B. Support of basic and social infrastructure development

Energy Transportation
Water 

management
Agriculture

Healthcare and 
Education

Armenia ✓ ✓ ✓ ✓ ✓

Belarus

Kyrgyzstan ✓ ✓ ✓ ✓ ✓

Tajikistan ✓ ✓ ✓ ✓ ✓

Source: EFSD Project Unit.
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3.3.  One of the Key Centres of Technical Assistance to its Member 
States and Transfer of Regional and Global Expertise.

OBJECTIVES.	 The	 EFSD	 supports	 the	 development	 priorities	 of	 its	 member	 states,	 offering	 its	
expertise and knowledge, based on the best global and regional practices. The target model includes the 
implementation	of	technical	assistance	projects	through	the	grant	facility	and	relying	on	the	staff	of	the	
EFSD Project Unit, with subsequent  option to create a dedicated TA tool.

3
At least 5 tTA projects

• Support	the	development	priorities,	offering	expertise	and	knowledge,	based	
on the best global and regional practices

• Active	role	of	country	offices
• Thematic workshops and experience sharing
• Technical assistance

• Widening the Fund's toolkit
• Expansion of the Fund's expert and project capacity
• Engagement of external expertise in the form of consultants
• Use of EFSD grants for TA projects

One of the Key Centres of Technical Assistance to its Member States and Transfer 
of Regional and Global Expertise

Objectives

Tools

Shareholders 
support

The support of capacity development in the form of TA2 is in high demand among the EFSD 
member states. It contributes to enhancing the quality of the Fund’s recommendations on 
policies and institutional reforms. For the EFSD as a development partner, it is important to have 
toolkit,	mechanisms,	and	opportunities	to	finance	TA	in	order	to	ensure	the	sustainability	of	budget	and	
balance of payments support programmes, as well as investment projects.

The demand of the memberstates for TA have been analysed in cooperation with the authorities. As a 
result	of	the	consultations,	the	following	areas	were	identified	as	priorities	of	the	EFSD	TA	for	the	2022–
2026 Strategy period (Table 4).

2 Technical	assistance	means	non-financial	assistance	in	the	areas	of	economic	analysis,	 institutional	policies,	and	structural	reforms,	provided	to	a	
recipient State through exchange of information and experience, training, advisory services, and transfer of intellectual property (e.g., modelling 
apparatus, feasibility studies, methodologies, etc.).
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Table 4. Prospective areas of technical assistance

1 Public	finance	management 5 State-owned enterprise reform

2 Tax policy and tax administration 6 Social protection

3 Labour market and informal sector 7 Fiscal	and	quasi-fiscal	risk	management

4
Building the institutional capacity of 
governmental  agencies

8 Preparation of EFSD-funded projects

Source: prepared by the EFSD Project Unit, following consultations with the authorities.

The TA tool is not embedded into EFSD statutory documents regulating the Fund activities. Therefore, the 
EFSD Project Unit has performed an assessment of potential forms of TA support:

• the EFSD grant facility, focused on complex projects with implementation period of 2 years or more, 
except	for	financing	investment	project	preparation;

• the	implementation	of	projects	by	the	staff	of	the	EFSD	Project	Unit, with potential additional 
administrative expenses from the EFSD budget. Short-term TA projects could, for example, include 
research	studies	necessary	for	the	effective	implementation	of	current	projects,	training	workshops	held	
by	the	Fund’s	staff	on	the	macroeconomic	modelling	developed	and	implemented	by	the	EFSD	Project	
Unit.

Thus, during the Strategy period, the Fund focuses on launching pilot TA projects on the basis of available 
toolkit (Figure 4).

Figure 4. Tentative dates for launching TA projects

Announcement of the contest  
in	the	first	half	of	2022

Launch of 3 pilot grant projects  
in 2023

Finally,	the	Fund	intends	to	coordinate	TA	efforts,	where	possible,	with	other	development	partners,	as	
well as with development assistance programmes of the EFSD member states.

The proposed TA facilities is a temporary solution. The world practice shows that the 
implementation	 of	 a	 full-fledged	 TA	 calls	 for	 a	 systematic	 approach	 and	 availability	 of	 a	 dedicated		
instrument in the toolkit.
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3.4.  A Key Window for Donor States to Implement the 
International Development Assistance Agenda in the Region 

OBJECTIVES. The EFSD generates new opportunities for the implementation of the bilateral 
international development assistance agenda in the region.

A Key Window for Donor States to Implement the International Development 
Assistance Agenda in the Region4

Administering bilateral 
international development 

assistance projects

• Expansion of donor support 
coverage

• Complementarity with the EFSD 
goals and objectives

• Cash\in-kind grant
• Technical assistance

• Support for a new work direction
• Alignment with bilateral donor 

agendas – operation planning

• Establishment of a facility for 
targeted resource mobilisation 
through trust funds

• Financial credit
• Investment credit
• Social grant
• Technical assistance
• Participation in other 

arrangements, funds, initiatives

• Assessment of potential areas to 
amend the statutory documents

Offering	opportunities	to	implement	
the development agenda through 

a trust facility

Participating in international 
development assistance  

initiatives

Objectives

Tools

 Shareholders 
support

The alignment of the Fund’s work with the bilateral international development assistance agenda of the 
EFSD member states is enshrined in its statutory documents (Box 3).

Box 3. EFSD Coordination with IFIs and the member states

In accordance with paragraph 6 of Article 10 of the EFSD Statute, decisions of the Fund’s 
Council	on	the	provision	of	EFSD	resources	are	coordinated	with	bilateral	financial	assistance	
programmes implemented outside the Fund by its members among themselves and with IFIs.

As a pilot project, the EFSD administers a Russia-Tajikistan project on the construction of 5 secondary 
schools in the Republic of Tajikistan, funded with a contribution from the Russian Federation.
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Taking into account the EFSD expertise and lessons learned, as well as the extensive development agenda in 
the region, the Fund has formed and expects further development of arrangements for managing bilateral 
development projects in accordance with the priorities of its member states, based on the applicable 
policies and procedures and in accordance with international standards.

3.5. Impact of the pandemic on the EFSD’s activities

The COVID-19 pandemic exacerbated the challenges faced by the health and social protection systems 
in the EFSD recipient states. Given that the costs of developing social sectors and protecting vulnerable 
groups	of	the	population	may	increase	significantly,	among	other	things	due	to	the	potential	impacts	of	the	
pandemic	on	the	economy	and	the	population,	timely	and	sufficient	support	for	the	development	of	social	
sectors provided by key development partners will be very important.

Therefore, within the Fund agenda for the Strategy period, the EFSD will focus more on the development of 
health and social security systems, including the elaboration of facilities to provide emergency support in 
case	fiscal	risks	associated	with	unexpected	non-economic	shocks	(pandemics,	natural	disasters,	droughts)	
materialise. As the EFSD’s resources are limited, this work will be performed in close coordination with 
other donors.



28

EFSD Strategy for 2022–2026

NON-OFFICIAL TRANSLATION

4. Partnerships

The development and enhancement of cooperation with IFIs is a strategic goal of the EFSD, which is aligned 
with its statutory documents. Cooperation helps make better quality and more accurate assessments of the 
of	an	economy	and	its	prospects	and	financing	needs,	as	well	as	policy	recommendations.

The EFSD is closely integrated into the system of international partnerships (Figure 5).

Figure 5. System of EFSD Partnerships 

• Consultations on the 
findings	of	missions	held	by	
the EFSD and its partners

• Ad hoc meetings at the 
level	of	local	offices	and	
headquarters

• Regular meetings with the 
IMF, the ADB, and the WB

• Discussion of strategic 
priorities and country 
strategies

• Coordination of support 
measures

• Co-financing	of	projects
• Advisory support

• Thematic consultations and 
workshops on tools and 
techniques

• Joint research
• Review of research papers 

(peer reviews of working 
papers from the IMF and 
other IFIsother IFIs)

Quality of macro monitoring 
and policy recommendations

Efficient use of EFSD 
resources EFSD capacity development

Source: EFSD Project Unit.

The EFSD essentially integrated into international donors architecture.

1. In implementing its core macroeconomic stabilisation mandate, the Fund works in coordination 
with the institutions that provide budget or balance of payments support. As evidenced in practice, the 
Fund’s	financial	credits	can	be	euther	additional	or	main	source	of	external	support	for	macroeconomic	
stabilisation.	 The	 complementarity	 of	 EFSD	 programmes	 and	 other	 sources	 of	 financing	 provided	 by	
donors	improves	the	quality	of	ongoing	reforms,	as	well	as	offers	an	opportunity	to	distribute	the	financial	
burden between donors. This approach is particularly important when countries are in dire need of support 
(e.g., at the time of a Global Financial Crisis and the COVID-19 pandemic).

When EFSD programmes are implemented, the Fund, to the extent possible, makes information on these 
programmes available for key IFIs  working in the EFSD recipient States.

2.	 In	 terms	 of	 investment	 financing,	 until	 recently,	 the	 EFSD	 had	 relied	 strongly	 on	 the	 expertise	 of	
development partners, primarily the WB and the ADB. This approach was used as these institutions had 
extensive experience in the sectors of interest to the EFSD, while the institutional capacity of the Fund was 
insufficient.
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If	 the	expected	enhancement	of	 the	EFSD	capacity	materialises	 in	 the	field	of	 investment	financing	 in	
the Strategy sectors. The coordination with international donors will continue within infrastructure 
financing	agenda.	At	the	same	time,	given	the	development	of	the	Fund’s	own	standards	and	policies,	as	
well	as	expertise,	cooperation	will	mainly	take	the	form	of	parallel	financing	and	coordination	on	technical	
assistance.

3.	 EFSD	grants	 to	 support	 social	 sectors	 of	 the	 economy	 is	 a	 small	 tool	 in	 terms	of	 financing,	which,	
however,	helps	generate	a	significant	effect	on	people’s	lives.	EFSD	will	coordinate	with	other	donors	on	
this instrument as well.

Cooperation with the IMF. In	order	to	enhance	the	effectiveness	of	support	provided	in	terms	of	its	
volume, conditionality, and recommendations, the EFSD Project Unit coordinates with the IMF, generally 
relying on the G20 Principles for Cooperation between the IMF and Regional Financing Arrangements 
(RFAs).

Maintaining	a	regular	dialogue	with	the	IMF	staff	on	each	recipient	state	remains	the	priority	for	the	EFSD.	
Cooperation on technical assistance in the area of macroeconomic policy and public administration will be 
developed, if technical assistance is integrated into the Fund’s set of tools. Opportunities of cooperation 
will	be	used	to	establish	a	dialogue	on	building	the	capacity	of	the	staff	of	the	EFSD	Project	Unit.

Cooperation with RFAs. The EFSD Project Unit is engaged in the dialogue with the RFAs. Regular 
meetings	 are	 held	 at	 the	 levels	 of	 heads	 of	 institutions,	 chief	 economists,	 and	 experts;	 joint	 research	
projects	 are	 implemented;	 and	 common	approaches	 to	 cooperation	with	 other	 elements	 of	 the	Global	
Financial Safety Net are developed.

Cooperation with the RFAs is important for the development of the Fund’s capacity in a wide range of 
areas, including forecasting, risk monitoring, development of policies and standards, and personnel 
development.	Ultimately,	this	work	is	focused	on	providing	effective	and	efficient	support	to	the	member	
states.

Engagement in the Head of RFAs dialogue, participation in research projects and workshops will continue 
and	are	aimed	at	establishing	a	dialogue	to	build	the	capacity	of	the	staff.

Cooperation with multilateral development banks (MDBs) covers budget support issues, 
financing	of	physical	and	social	infrastructure	and	analytical	work,	as	well	as		building	the	institutional	
capacity. The wide agenda for coordination with MDBs is determined by the EFSD dual mandate – 
stabilisation and development.

The practice of regular consultations with the MDBs that provide budget or balance of payments support 
will continue in order to coordinate operations in the recipient states, prepare macroeconomic diagnostics 
and economic policy recommendations.
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Consultations will be held with MDBs on project coordination in energy, transport, water sector, and 
social	sectors.	The	Fund	focuses	on	co-financing	of	projects,	where	appropriate,	to	increase	the	synergies	
and improve the quality of project implementation.

Participation in multilateral initiatives. Multilateral cooperation is expected to continue in the 
following areas:

• regional	cooperation	(CAREC,	regional	meetings	of	IFIs);

• policies and standards (meetings of MDB Heads of Procurement, potential participation in other 
professional	clubs);

• research	activities	(CAREC	Institute,	Think	20);

• coordination of donors and their initiatives in the countries (donor clubs in Armenia, Kyrgyzstan, and 
Tajikistan);	

• G20,	OECD:	investment,	development	finance	statistics,	international	financial	architecture.

Bilateral donors. EFSD programmes will be coordinated, as needed, with bilateral donors in terms of 
budget	support,	investment	and	grant	financing.	The	range	of	bilateral	donors	includes,	but	is	not	limited	
to, the following partners and institutions: Kazakhstan, Russia, the European Union, AKDN, KOICA, GIZ, 
JICA, KazAid, KfW, and others.

UN agencies. Cooperation with UN agencies is carried out using the platform of donor clubs, as well 
as	in	certain	areas	of	work	on	a	bilateral	basis.	Of	particular	interest	is	cooperation	in	the	field	of	social	
programmes and food security, as well as public administration.

Analysis of partners’ activities. The EFSD will perform ongoing comprehensive analysis of IFIs 
activities of in the region of operations. In the context of this work, the priority focus will be on analysing 
the sectors, conditionality, and availability of sovereign loans and grants.
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5.  Strategy Implementation Assessment and 
Risks

In order to properly monitor the Strategy implementation, equip EFSD governing bodies with the 
information necessary for the decision-making, and to position the Fund among other development 
partners, a clear assessment of progress in achieving the objectives of the Strategy is required. The key 
instrument	for	monitoring	the	results	will	be	the	Results	Matrix	reflecting	the	achievement	of	the	strategic	
objectives (see the Annexes), which will show:

• the strategic objectives of the EFSD and the development priorities that the Fund will support in the 
member	states;

• the	EFSD	toolkit	that	will	be	used	to	achieve	the	objectives;

• the	key	interim	activities	to	implement	the	strategic	objectives;	and

• the indicators for monitoring the implementation of the strategic objectives.

At the same time, a separate results management framework will be developed for each operation of the 
EFSD	to	assess:	(a)	the	socio-economic	effects	of	a	particular	project,	(b)	the	contribution	to	the	achievement	
of strategic goals measured by more general indicators, and (c) the contribution to the achievement of the 
Sustainable Development Goals (Figure 6).

Figure 6. Results management framework
Project Contribution 
to the Achievement 

of SDGs

Project Contribution to the 
Achievement of the Fund's 

Strategic Goals

Progress Indicators of 
Project Goals 

Source: EFSD Project Unit.

By the middle of the Strategy period, an interim implementation assessment will be carried out to: 
(a)	evaluate	the	initial	results	of	the	Strategy	implementation;	(b)	adjust	the	strategic	objectives	and	the	
key	activities.	As	a	result	of	the	assessment,	a	report	reflecting	the	findings	and	proposed	adjustments	will	
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be presented to the EFSD member states. Upon completion of the Strategy period, a report on the Strategy 
implementation will be prepared, including a review of the results achieved and the lessons learned.

The implementation of the Strategy takes into account the likelihood of external and internal risks, their 
impacts, and methods of their mitigation. The main Strategy implementation risks are presented in 
Figure 7.

Figure 7. Strategy implementation risk assessment
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I. Mounting political instability in the region

II. Unfavourable conditions in terms of debt 
sustainability

III. Increased competition from IFIs

IV. Lack of personnel, competencies, and knowledge 
in the countries

V. Emerging large gaps in EFSD member countries as 
a result of their vulnerability to external shocks

VI.	 Lack	of	EFSD	resources	to	close	the	financing	gap	
in all the member countries

VII.	 EFSD's	insufficient	human	resources

VIII.	 The	range	of	the	EFSD's	tools	not	sufficient	to	assist	
its member countries within the framework of the 
Fund's strategic objectives

Source: EFSD Project Unit.
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Table 1. Indicative results matrix

Development 
priorities of 
the member 

States

Description of challenges and 
barriers to the development of 

the member States
Tools used Monitoring indicators

Strategic objective 1:	Promote	macroeconomic	and	financial	stability
Ensuring 
macroeconomic 
and	financial	
stability

• High sensitivity of the member 
States to external shocks, which 
may materialize through emergence 
balance of payments and budget 
gaps and, thus, risks to the 
macroeconomic	and	financial	
stability.

• Modelling 
toolkit	(financial	
programming 
and debt 
sustainability 
models)

• EFSD-funded 
financial	credits

• A system of indicators has been 
developed for the purposes of early 
warning of risks to the macroeconomic 
stability, which is instrumental in 
improving the dialogue with countries 
on eliminating their macroeconomic 
imbalances.

• Monitoring reports on budget and/
or balance of payments gaps are 
prepared to inform the member 
states and support decisions on the 
provision of/lack of the need for 
crisis	financial	support.

Strategic objective 2: Support structural and institutional reforms
Implementation 
of reforms to 
support structural 
and institutional 
transformations

• Structural and institutional 
constraints	significantly	reduce	
the potential and sustainability of 
economic growth, which adversely 
affects	the	process	of	development,	
including improvement of the 
living standards of population 
(poverty reduction) and integration 
processes.

• EFSD-funded 
financial	credits

• Technical 
assistance

• Budget Support Programmes for 
2022–2026 have been developed for 
Armenia, Belarus, Kyrgyzstan, and 
Tajikistan and include structural 
and institutional reforms (subject to

• submission of applications for 
financial	credits).

• A mechanism has been developed 
to provide technical assistance 
for implementation of complex 
structural and institutional reforms.

Strategic objective 3: Assist in rehabilitating physical infrastructure
Ambitious 
objectives to 
upgrade physical 
infrastructure, 
including energy, 
agriculture, 
and transport 
infrastructure

• The challenge of outdated 
infrastructure in the energy, 
transport, agriculture, and water 
sector, including drinking water 
and irrigation.

• EFSD-funded 
investment 
credits

• The EFSD has prepared its 
Appraisal Reports for projects, 
aimed at rehabilitating physical 
infrastructure, totalling at about 
US $0,7 billion (subject to 
submission of applications for 
investment	financing).

Strategic objective 4: Promote the development of social sectors
Human capital 
development

• Underdeveloped social infrastructure, 
especially in rural areas, limits 
access to education, healthcare, and 
social protection services for a large 
number of households. This  limits 
economic mobility of population and 
causes inequality growth.

• Structural imbalances in the labour 
market. the existing structure of the 
economy	is	unable	to	offer	highly	
productivity jobs for the growing 
young population of a country.

• EFSD grant 
instrument

• Targeted 
contributions of 
Russia

• The EFSD has prepared its 
Appraisal Reports for projects, 
aimed at promoting the 
development of social sectors, 
totalling at about US $40 
million (subject to submission of 
applications	for	grant	financing).

Source: EFSD Project Unit.
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Annex 2
 
Approach to Calculation of Financing Gap applied by the EFSD Project Unit

When	considering	an	application	of	an	EFSD	member	state	 for	a	financial	credit	 funded	by	the	EFSD,	
the	EFSD	Project	Unit	calculates	financing	needs,	based	on	macroeconomic	parameters	agreed	with	the	
recipient. This process is considered as a mandatory part of its economic analysis and diagnostics. Even 
ff	there	are	no	requests	for	financial	credits	from	a	recipient	state,	the	EFSD	Project	Unit	also	performs	
assessment	of	financing	needs	as	part	of	its	ongoing	macroeconomic	monitoring	of	recipient	states.

A	financing	gap	 is	defined	as	an	unidentified	 source	of	financing	 for	balance	of	payments	deficit	 and/
or	 government	 budget	 deficit.	However,	 the	 presence	 of	 a	 financing	 gap	does	not	 automatically	mean	
that	the	country	is	qualified	for	a	financial	credit.	A	decision	on	the	provision	of	a	financial	credit	and	its	
size is taken by the EFSD Council, if the potential borrower pursues prudent macroeconomic policies, its 
reforms are aimed at strengthening market fundamentals of the economy, and additional borrowing does 
not undermine the country’s long-term solvency.

A	balance	of	payments	financing	gap	is	an	unidentified	source	of	financing	of	the	current	account	deficit,	
which	arises	as	a	 result	of	 insufficient	 inflows	 in	 the	financial	account,	provided	 that	 the	 international	
reserves are maintained at a level above the safe one.

A	budget	financing	gap	is	an	unidentified	source	of	financing	of	the	budget	deficit,	which	arises	due	to	a	
shortfall	of	revenues	and/or	an	increase	in	expenditures	compared	to	the	indicators	fixed	in	the	budget	
and/or medium-term public expenditure frameworks.

The relationship between the balance of payments and the budget balance within the through system of 
national	accounts	should	be	taken	into	account	when	calculating	a	financing	gap.
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Annex 3
EFSD Policies and Standards

To	ensure	the	efficiency,	effectiveness,	and	sustainability	of	operations,	the	EFSD	Project	Unit	continues	
to develop policies and standards to support the Fund’s project operations.

Fiduciary policies and standards

The EFSD uses its own three-tier procurement management system. Developed by the EFSD Project Unit, 
it was peer reviewed by leading IFIs (Box 1). The procurement management policies and standards are 
harmonised	with	international	approaches	which	enables	productive	co-financing	of	the	EFSD	projects,	
which account for 45% of the total EFSD investment project portfolio.

Box 1. Description of the EFSD Procurement Management System

Goal: To ensure the use of the Fund’s resources for intended purposes and achieve maximum 
efficiency	of	project	implementation	while	carefully	spending	the	Fund’s	resources.

Principles:

• Openness: Public access to procurement documents, plans, procedures, and information.

• Competitiveness: Ample opportunities for participation and priority of competitive methods.

• Transparency: Clear and understandable requirements to participants and selection of 
winners, strict adherence to the declared procedures.

• Alignment with project goals: Making procurement decisions based on project goals, taking 
into account the state of the market, risks, and complexity of procurement.

• Accountability: Mandatory documentation of all stages, security of documents, punishment for 
violations.

Tier Scope

I.  Procurement policy for EFSD-funded 
projects

• general principles

• safeguard procedures

• liability for violation

II.  Procurement procedures for the 
EFSD-funded projects

• rules and procedures to be followed by recipients 
and procurement participants

III.  Standard procurement 
documentation for EFSD projects

• templates of procurement documents (separately 
for each procedure)
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At the same time, the EFSD continues the development and implementation of its own procedures in 
the	 for	financial	management	and	disbursements,	aiming	at	ensuring	recipients’	compliance	with	high	
international	transparency	standards	in	the	use	of	financial	resources.

Environmental and social policies and standards

Significant	 environmental	 and	 social	 risks	may	 arise	 in	 the	 process	 of	 project	 implementation	 in	 the	
transport, energy, and agricultural sectors. The EFSD pays great attention to compliance with the principles 
of environmental and social responsibility, which requires the application of environmental and social 
procedures that meet modern international standards. This approach contributes to the achievement of 
Sustainable Development Goals and is in the focus of international community (Box 2 ).

Box 2. Sustainable Development Issues

In	the	global	context,	sustainable	development	is	defined	as	meeting	the	needs	of	the	present	without	
compromising the ability of future generations to meet their own needs. The concept of sustainable 
development includes three interrelated development vectors: economic, social, and environmental.

The 2030 Agenda for Sustainable Development, adopted by the UN General Assembly Resolution 
on  September 25, 2015, and the Paris Agreement on December 12, 2015, adopted by the 21st Session 
of the Conference of the Parties to the United Nations Framework Convention on Climate Change, 
established the basis for promoting Sustainable Development Goals.

 

Monitoring and Assessment

The EFSD Project Unit continues to work on the establishment of a comprehensive framework for 
monitoring and assessment of EFSD project implementation. Despite the fact that basic approaches to 
monitoring	of	the	implementation	of	projects	have	already	been	defined	(Figure	1),	the	EFSD	is	to	clarify	
and develop its approaches to results management within Fund’s operations, taking into account the 
strategic objectives.
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Figure 1. Monitoring and Assessment of EFSD Project Implementation
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Source: EFSD Project Unit.
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